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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 10-Q
(Mark One)

[X] QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) DRE
SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended June 30, 2011

I.R.S. Employer Identification
Commission File Number  Name of Registrants, State of Incorporation, Addres and Telephone Number No.

001-32462 PNM Resources, Inc. 85-0468296
(A New Mexico Corporation)
Alvarado Square
Albuquerque, New Mexico 87158
(505) 241-2700

001-06986 Public Service Company of New Mexico 85-0019030
(A New Mexico Corporation)
Alvarado Square
Albuquerque, New Mexico 87158
(505) 241-2700

002-97230 Texas-New Mexico Power Company 75-0204070
(A Texas Corporation)
577 N. Garden Ridge Blvd.
Lewisville, Texas 75067
(972) 420-4189

Indicate by check mark whether each registranhéE)filed all reports required to be filed by Sextl3 or 15(d) of the Securities Exchange Act d4L8uring
the preceding 12 months (or for such shorter petiad the registrant was required to file such reg)and (2) has been subject to such filing rexménts for the pe
90 days.

PNM Resources, Inc. (“PNMR”) YES i NO
Public Service Company of New Mexico (“PNM”) YES i NO
Texas-New Mexico Power Company (“TNMP”) YES NOL

(NOTE: As a voluntary filer, not subject to theirftj requirements, TNMP filed all reports under &sttl3 or 15(d) of the Securities Exchange Act 884
during the preceding 12 months.)

Indicate by check mark whether each registrantshsnitted electronically and posted on its corpplebsite, if any, every Interactive Data File riegg to be
submitted and posted pursuant to Rule 405 of R&gul&-T during the preceding 12 months (or for such srgeeriod that the registrant was required to stilami
post such files).

PNMR YES ¥ NO__
PNM YES NO

TNMP YES NO
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Indicate by check mark whether registrant is adaagcelerated filer, an accelerated filer, or a-accelerated filer or a smaller reporting comparsydefined i
Rule 12b-2 of the Act).

Large accelerated Accelerated Non-accelerated Smaller Reporting
filer filer filer Company
PNMR v
PNM _ _ < _
TNMP v

Indicate by check mark whether any of the regissréma shell company (as defined in Rule 12b-thefExchange Act). YES NO v/
As of August 2, 2011, 86,673,174 shares of comstook, no par value per share, of PNMR were oudstan
The total number of shares of common stock of PNitstanding as of August 2, 2011 was 39,117,798edtl by PNMR (and none held by non-affiliates).

The total number of shares of common stock of TNMRstanding as of August 2, 2011 was 6,358 all ledtrectly by PNMR (and none held by non-
affiliates).

PNM AND TNMP MEET THE CONDITIONS SET FORTH IN GENER AL INSTRUCTIONS (H) (1) (a) AND (b) OF FORM 10-Q AND ARE
THEREFORE FILING THIS FORM WITH THE REDUCED DISCLOS URE FORMAT PURSUANT TO GENERAL INSTRUCTION (H) (2).

This combined Form 1@ is separately filed by PNMR, PNM, and TNMP. Imfation contained herein relating to any individuegistrant is filed by sui
registrant on its own behalf. Each registrant nsake representation as to information relatinghte other registrants. When this Form Q0s incorporated
reference into any filing with the SEC made by PNMIRM, or TNMP, as a registrant, the portions d§ thorm 10€ that relate to each other registrant are

incorporated by reference therein.
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GLOSSARY

Definitions:

Afton Afton Generating Station

ABCWUA Albuquerque Bernalillo County Water Utility Authityr

ALJ Administrative Law Judge

AOCI Accumulated Other Comprehensive Income

APS Arizona Public Service Company, which is the opmrand a co-owner of PVYNGS and
Four Corners

ARO Asset Retirement Obligation

BART Best Available Retrofit Technology

BHP BHP Billiton, Ltd, the Parent of SJCC

Board Board of Directors of PNMR

BTU British Thermal Unit

Cascadke Cascade Investment, L.L.C.

CcCB Coal Combustion Byproducts

CO: Carbon Dioxide

Cogen Optim Energy Altura Cogen, LLC (the CoGen Lyond&tiwer Generation Facility)

CTC Competition Transition Charge

Decathernr Million BTUs

Delta Delta-Person Generating Station

DOA United States Department of Agriculture

DOE United States Department of Energy

DOI United States Department of Interior

ECJV ECJV Holdings, LLC

EIB New Mexico Environmental Improvement Boe

EIP Eastern Interconnection Project

EnergyCc EnergyCo, LLC, a limited liability company, ownef% by each of PNMR and ECJV; now known as Optimrin

EPA United States Environmental Protection Agency

EPE El Paso Electric

ERCOT Electric Reliability Council of Texas

FERC Federal Energy Regulatory Commission

FIP Federal Implementation Plan

First Choice FCP Enterprises, Inc. and Subsidiaries

Four Corner: Four Corners Power Plant

FPPAC Fuel and Purchased Power Adjustment Clause

GAAP Generally Accepted Accounting Principles in theteah States of America

GEaR Gross Earnings at Risk

GHG Greenhouse Gas Emissions

GWh Gigawatt hours

IRP Integrated Resource Plan

KW Kilowatt

KWh Kilowatt Hour

LIBOR London Interbank Offered Rate

Lordsburg Lordsburg Generating Station

Luna Luna Energy Facility

MD&A Management’s Discussion and Analysis of FinanC@hdition and Results of Operations

MMBTU Million BTUs

Moody's Moody'’s Investor Services, Inc.

MW Megawatt

MWh Megawatt Hour

Navajo Acts Navajo Nation Air Pollution Prevention and ContAalt, Navajo Nation Safe Drinking Water Act, and Ny Nation
Pesticide Act

NDT Nuclear Decommissioning Trusts for PVN(

4
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NERC North American Electric Reliability Counc

NMAG New Mexico Attorney Gener:

NMED New Mexico Environment Departme

NMIEC New Mexico Industrial Energy Consumers |

NMPRC New Mexico Public Regulation Commissi

NOI Notice of Intent

NOXx Nitrogen Oxides

NRC United States Nuclear Regulatory Commission

NSPS New Source Performance Standz

NSR New Source Revie\

o&M Operations and Maintenance

OCl Other Comprehensive Income

Optim Energy Optim Energy, LLC, a limited liability company, owd 50% by each of PNMR and ECJV; formerly knowteasrgyCc
OSM United States Office of Surface Mining Reclamatord Enforcement
PCRBs Pollution Control Revenue Bonds

PNM Public Service Company of New Mexico and Subsid&r
PNM Facility PNM’s Unsecured Revolving Credit Facility

PNMR PNM Resources, Inc. and Subsidiai

PNMR Facility PNMR'’s Unsecured Revolving Credit Facility

PPA Power Purchase Agreeme

PRP Potential Responsible Pai

PSD Prevention of Significant Deterioratic

PUCT Public Utility Commission of Texs

PV Photovoltaic

PVNGS Palo Verde Nuclear Generating Station

RCRA Resource Conservation and Recovery Act

RCT Reasonable Cost Threshold

REA New Mexic('s Renewable Energy Act of 2004

REC Renewable Energy Certificates

REP Retail Electricity Provider

RFP Request for Proposal

RMC Risk Management Committee

RPS Renewable Energy Portfolio Standard

SCE Southern California Edison Company

SEC United States Securities and Exchange Conwonissi
SIP State Implementation Plan

SJCC San Juan Coal Company

SJGS San Juan Generating Station

SO Sulfur Dioxide

SPS Southwestern Public Service Company

SRP Salt River Project

S&P Standard and Poor’s Ratings Services

TECA Texas Electric Choice Act

Term Loan Agreemer PNM’s $300 Million Unsecured Delayed Draw Term hdgacility
TNMP Texas-New Mexico Power Company and Subsidiaries
TNMP Revolving Credit Facility TNMP’s $75 MillioRevolving Credit Facility

Twin Oaks Optim Energy Twin Oaks, LP

Valencia Valencia Energy Facility

VaR Value at Risk

WACC Weighted Average Cost of Capital
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ITEM 1. FINANCIAL STATEMENTS

Electric Operating Revenues
Operating Expenses:
Cost of energy
Administrative and general
Energy production costs
Regulatory disallowances
Depreciation and amortization
Transmission and distribution costs
Taxes other than income taxes
Total operating expenses
Operating income
Other Income and Deductions:
Interest income
Gains (losses) on investments held by NDT
Other income
Equity in net earnings (loss) of Optim Energy
Other deductions
Net other income (deductions)
Interest Charges
Earnings before Income Taxes
Income Taxes
Net Earnings
(Earnings) Attributable to Valencia Non-controlling Interest
Preferred Stock Dividend Requirements of Subsidiary
Net Earnings Attributable to PNMR
Net Earnings Attributable to PNMR per Common Share:
Basic
Diluted
Dividends Declared per Common Share

PART I. FINANCIAL INFORMATION

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

Three Months Ended June 30,

Six Months Ended June 30,

2011 2010 2011 2010
(In thousands, except per share amounts)

$ 41558t $ 405,817 $ 803,24¢ $ 789,21
173,45: 151,18: 331,96 342,06¢
68,79t 62,42( 127,26( 125,20!
47,127 51,81: 95,77¢ 105,69t
21,40: — 21,40: —
38,27: 37,37t 76,745 74,65¢
18,16 15,67: 35,03¢ 29,56:
15,51¢ 13,68: 29,98¢ 27,86¢
382,72t 332,14: 718,17( 705,05t
32,86( 73,674 85,07¢ 84,15¢
4,23¢ 5,08t 8,261 10,11(
5,89¢ (1,3472) 11,797 40C
80¢ 1,171 1,80 11,37(
— (3,85¢) — (8,210)
(3,88)) (3,179 (6,957%) (5,019
7,05¢ (2,119 14,90¢ 8,65¢
30,51 31,76: 61,127 63,17
9,40¢ 39,79« 38,86! 29,64
1,73¢ 13,49: 11,241 8,552
7,66¢ 26,30: 27,62( 21,08¢
(3,470 (3,297) (6,652) (6,39¢)
(132 (132 (264) (264)
$ 4,067 $ 2287¢ % 20,70¢  $ 14,42¢
$ 0.04 $ 028 % 02z $ 0.1€
$ 0.04 $ 028 % 02z $ 0.1€
$ 0.128  $ 0.128 % 0.25¢C $ 0.25(

The accompanying notes, as they relate to PNMRamiategral part of these financial statements.
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Current Assets:
Cash and cash equivalents

PNM RESOURCES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)

ASSETS

Accounts receivable, net of allowance for uncoll#detaccounts of $9,275 and $11,178

Unbilled revenues
Other receivables
Affiliate receivables
Materials, supplies, and fuel stock
Regulatory assets
Commodity derivative instruments
Income taxes receivable
Current portion of accumulated deferred incomegaxe
Other current assets

Total current assets

Other Property and Investments:

Investment in PVNGS lessor notes
Investments held by NDT
Other investments

Non-utility property, net of accumulated deprecatof $2,333 and $2,307

Total other property and investments
Utility Plant:
Plant in service and plant held for future use
Less accumulated depreciation and amortization

Construction work in progress

Nuclear fuel, net of accumulated amortization 09,883 and $26,247

Net utility plant
Deferred Charges and Other Assets:
Regulatory assets
Goodwill

Other intangible assets, net of accumulated anaitiz of $5,511 and $5,414

Commodity derivative instruments
Other deferred charges
Total deferred charges and other assets

June 30, December 31,
2011 2010
(In thousands)
$ 14,02 15,40«
103,82¢ 97,24t
97,51:¢ 71,45
46,59¢ 58,90:
2,392 1,661
51,37( 52,47¢
29,60¢ 36,29:
18,84( 15,99¢
102,31° 97,45(
88€ 88¢
99,91¢ 96,11(
567,28¢ 543,88(
90,55t 103,87:
168,51! 156,92:
15,64¢ 18,79:
12,317 7,33
287,03( 286,91
4,959,23! 4,860,61.
1,665,97! 1,626,69:
3,293,26! 3,233,92
139,34( 137,62:
79,90¢ 72,90:
3,5612,51! 3,444,44.
478,59¢ 502,46
321,31( 321,31(
26,32¢ 26,42¢
7,754 5,26¢
100,80¢ 94,37¢
934,80( 949,84
$ 5,301,63: 5,225,08:

The accompanying notes, as they relate to PNMRamiategral part of these financial statements.
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Current Liabilities:
Short-term debt

Current installments of long-term debt
Accounts payable
Accrued interest and taxes
Regulatory liabilities
Commodity derivative instruments
Dividends declared
Other current liabilities

Total current liabilities

Long-term Debt

Deferred Credits and Other Liabilities:
Accumulated deferred income taxes
Accumulated deferred investment tax credits
Regulatory liabilities
Asset retirement obligations
Accrued pension liability and postretirement betnedist
Commodity derivative instruments
Other deferred credits
Total deferred credits and other liabilities

Total liabilities

Commitments and Contingencies (See Note 9)
Cumulative Preferred Stock of Subsidiary
without mandatory redemption requirements ($10tdtaalue, 10,000,000 shares authorized: issuedaisthnding 115,293

shares)
Equity:

PNMR Convertible Preferred Stock, Series A withmatndatory redemption requirements (no stated val©00,000 shares
authorized: issued and outstanding 477,800 shares)

PNMR common stockholders’ equity:
Common stock outstanding (no par value, 120,000sb@des authorized: issued and outstanding 86,64 3fares)
Accumulated other comprehensive income (loss)phtcome taxes
Retained earnings
Total PNMR common stockholders’ equity
Non-controlling interest in Valencia

Total equity

PNM RESOURCES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

June 30,
2011

December 31,
2010

LIABILITIES AND STOCKHOLDERS' EQUITY

(In thousands, except share information)

304,000 $ 222,00(
2,25; 2,25;
111,46 95,96¢
45,85 47,78
91¢ 724
27,28t 31,40
132 11,56¢
97,54 108,42
589,44° 520,12«
1,563,011 1,563,59!
543,04« 540,10
16,93( 18,08¢
358,14 342,46
75,48: 76,63
250,67 270,17:
13,77¢ 12,83:
149,61( 147,61
1,407,64! 1,407,91/
3,561,01; 3,491,63
11,52¢ 11,52¢
100,00 100,00
1,290,96! 1,290,46!
(70,697 (68,666
324,21° 314,94
1,544,49! 1,536,74;
84,59 85,17
1,729,09; 1,721,91
5301,63 $ 5,225,08.

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 CASH FLOWS

(Unaudited)
Six Months Ended June 30,
2011 2010
(In thousands)
Cash Flows From Operating Activities:
Net earnings $ 27,62 3% 21,08¢
Adjustments to reconcile net earnings to net clshsf from operating activities:
Depreciation and amortization 97,40¢ 89,60¢
PVNGS firm-sales contract revenue (2,55¢) (28,85¢)
Bad debt expense 11,73: 13,03t
Deferred income tax expense 17,99: 15,64¢
Equity in net (earnings) loss of Optim Energy — 8,21(
Net unrealized (gains) losses on derivatives (6,99¢6) 24,75:
Realized (gains) on investments held by NDT (11,795 (400)
Stock based compensation expense 2,867 1,962
Regulatory disallowances 21,40: —
Other, net 2,11¢ 2,28¢
Changes in certain assets and liabilities:
Accounts receivable and unbilled revenues (44,37)) (23,64%)
Materials, supplies, and fuel stock 1,10¢ (1,615
Other current assets 1,67¢ (34,909
Other assets (257) (5,739
Accounts payable 6,101 (47¢€)
Accrued interest and taxes (6,79¢) 55,02«
Other current liabilities (10,539 (44,69¢)
Other liabilities (21,979 (15,085)
Net cash flows from operating activities 84,74( 76,20:
Cash Flows From Investing Activities:
Additions to utility and non-utility plant (153,169 (136,29¢)
Proceeds from sales of investments held by NDT 94,89( 36,28¢
Purchases of investments held by NDT (96,410 (37,85()
Return of principal on PVNGS lessor notes 15,374 14,21¢
Investments in Optim Energy — (16,407
Other, net 76C 1,41¢
Net cash flows from investing activities (138,55¢) (138,63()

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 CASH FLOWS

(Unaudited)
Six Months Ended June 30,
2011 2010
(In thousands)
Cash Flows From Financing Activities:
Short-term borrowings (repayments), net 82,000 87,00(
Long-term borrowings — 403,84!
Repayment of long-term debt — (403,84%)
Proceeds from stock option exercise 2,17z T7€E
Purchases to satisfy awards of common stock (4,53%) (2,269
Excess tax (shortfall) from stock-based paymergrayements — (1149
Dividends paid (23,12)) (23,12))
Equity transactions with Valencia’s owner (7,232) (7,019
Payments received on PVNGS firm-sales contracts 2,55¢ 15,23:
Proceeds from transmission interconnection agregsmen 58¢ —
Debt issuance costs and other 8 (3,597
Net cash flows from financing activities 52,43¢ 66,89(
Change in Cash and Cash Equivalents (1,38)) 4,45¢
Cash and Cash Equivalents at Beginning of Period 15,40¢ 14,64
Cash and Cash Equivalents at End of Period $ 14,02: % 19,09°
Supplemental Cash Flow Disclosures:
Interest paid, net of capitalized interest $ 57,93 $ 61,18¢
Income taxes paid (refunded), net $ @779 % (63,409

The accompanying notes, as they relate to PNMRamiategral part of these financial statements.
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Balance at December 31, 2010
Proceeds from stock option exercise

Purchases to satisfy awards of common
stock

Stock based compensation expense
Valencia’s transactions with its owner

Net earnings before subsidiary prefer
stock dividends

Subsidiary preferred stock dividends
Total other comprehensive income (loss)
Dividends declared on common stock

PNM RESOURCES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY
(Unaudited)

Attributable to PNMR

Balance at June 30, 2011

PNMR Common Stockholders’ Equity Non-
Preferred controlling
Stock, Common Retained Interest Total
Series A Stock AOCI Earnings Total in Valencia Equity
(In thousands)

$ 100,00¢ $ 1,290,46! $ (68,666 $ 314,940 $ 1,536,74. % 85,177 $ 1,721,91
— 2,17z — — 2,172 — 2,17z
— (4,53%) — — (4,53%) — (4,53%)
— 2,867 — — 2,861 — 2,861
— — — — — (7,2372) (7,2372)
— — — 20,96¢ 20,96¢ 6,652 27,62(
— — — (264) (264) — (264)
— — (2,025 — (2,02) — (2,02%)
— — — (11,430) (11,430) — (11,430)
$ 100,00¢ $ 1,290,96¢ $ (70,69) $ 324,210 % 1,544,490 $ 84,597 $ 1,729,09:

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

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(In thousands)
Net Earnings $ 7,66¢ $ 26,30: $ 2762 $ 21,08¢
Other Comprehensive Income (Loss):
Unrealized Gain (Loss) on Investment Securities
Unrealized holding gains (losses) arising durirgy pleriod, net of income tax
(expense) benefit of $(5,827), $1,280, $(9,2800, $58 8,892 (1,959%) 14,161 (88)
Reclassification adjustment for (gains) included@t earnings, net of income tax
expense of $7,892, $720, $9,962, and $1,330 (12,049 (1,09¢) (15,209 (2,029
Pension liability adjustment, net of income tax (epense) benefit of $(425), $0, $601,
and $147 64¢ — (96€) (229)
Fair Value Adjustment for Cash Flow Hedges:
Change in fair market value, net of income tax émge) benefit of $327, $1,197,
$318, and $(3,859) (585) (1,979) (562) 5,63¢
Reclassification adjustment for (gains) lossesudet in net earnings, net of income
tax expense (benefit) of $(215), $4,035, $(302), 8,227 38¢ (6,05%) 542 (12,370
Total Other Comprehensive Income (Loss) (2,699 (11,089 (2,02%) (9,077)
Comprehensive Income 4,97C 15,21¢ 25,59¢ 12,01¢
Comprehensive (Income) Attributable to Valencia Norcontrolling Interest (3,470 (3,292 (6,652) (6,396
Preferred Stock Dividend Requirements of Subsidiary (132) (132) (264) (264)
Comprehensive Income Attributable to PNMR $ 1366 % 11,790 $ 18,67¢ % 5,35¢

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

12




Table of Contents

PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARI ES
A WHOLLY OWNED SUBSIDIARY OF PNM RESOURCES, INC.
CONDENSED CONSOLIDATED STATEMENTS OF EARNINGS (LOSS)

(Unaudited)
Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
(In thousands)
Electric Operating Revenues $ 239,23  $ 243,06 $ 473,47: 473,59t
Operating Expenses:
Cost of energy 81,497 79,63¢ 170,71: 166,07:
Administrative and general 38,58( 37,49¢ 72,91¢ 75,18¢
Energy production costs 47,127 51,80¢ 95,77¢ 105,69
Regulatory disallowances 17,47¢ — 17,47¢ —
Depreciation and amortization 22,897 22,92« 46,63: 45,77¢
Transmission and distribution costs 11,90z 10,32: 23,50¢ 19,63:
Taxes other than income taxes 9,20¢ 14T 17,74( 15,39:
Total operating expenses 228,69: 209,67( 444,76¢ 427,74¢
Operating income 10,54 33,39( 28,70¢ 45,84;
Other Income and Deductions:
Interest income 4,22t 5,081 8,282 10,01t
Gains (losses) on investments held by NDT 5,89¢ (1,342) 11,797 40C
Other income 441 1,14¢ 742 11,18:
Other deductions (1,85)) (1,799 (2,837) (2,415
Net other income (deductions) 8,70¢ 3,09(C 17,98¢ 19,18:
Interest Charges 18,027 18,38¢ 36,107 36,46:
Earnings before Income Taxes 1,22¢ 18,09t 10,58: 28,56
Income Taxes (Benefit) (872) 5,901 1,52z 8,82
Net Earnings 2,097 12,19« 9,061 19,74¢
(Earnings) Attributable to Valencia Non-controlling Interest (3,470 (3,292 (6,652) (6,39¢6)
Net Earnings (Loss) Attributable to PNM (1,379 8,90z 2,40¢ 13,34¢
Preferred Stock Dividends Requirements (132) (132) (264) (264)
Net Earnings (Loss) Available for PNM Common Stock $ (1,509 $ 877C % 2,14¢ 13,08:

The accompanying notes, as they relate to PNMaaiategral 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

ASSETS

Current Assets:

Cash and cash equivalents

(Unaudited)

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

Unbilled revenues
Other receivables
Affiliate receivables
Materials, supplies, and fuel stock
Regulatory assets
Commodity derivative instruments
Income taxes receivable
Other current assets
Total current assets

Other Property and Investments:

Investment in PVNGS lessor notes
Investments held by NDT
Other investments
Non-utility property
Total other property and investments

Utility Plant:

Plant in service and plant held for future use
Less accumulated depreciation and amortization

Construction work in progress
Nuclear fuel, net of accumulated amortization 0 $23 and $26,247
Net utility plant

Deferred Charges and Other Assets:

Regulatory assets
Goodwill
Commodity derivative instruments
Other deferred charges
Total deferred charges and other assets

ES

June 30, December 31,
2011 2010

(In thousands)

48 % 10,33¢
53,121 58,78¢
52,20( 39,05:
45,49¢ 56,95

9,05: 8,60¢
48,62« 49,45
26,344 35,83

93t 1,442
82,66: 76,94:
49,18¢ 46,63t

368,10¢ 384,03¢
90,55¢ 103,87:
168,51: 156,92:
4,11¢ 5,06¢
97€ 97€
264,16 266,83
3,898,46! 3,818,72:
1,283,39. 1,259,95
2,615,06! 2,558,76!
121,23¢ 115,62¢
79,90¢ 72,90:
2,816,211 2,747,29.
345,72¢ 357,94«
51,63 51,63:

5 J—

74,31¢ 67,82¢
471,67¢ 477,40:
3,920,15 $ 3,875,57:

The accompanying notes, as they relate to PNMamuietegral 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)

ES

June 30,
2011

December 31,
2010

LIABILITIES AND STOCKHOLDER’S EQUITY

Current Liabilities:

Short-term debt $

Accounts payable

Affiliate payables

Accrued interest and taxes

Regulatory liabilities

Commodity derivative instruments

Dividends declared

Current portion of accumulated deferred incomegaxe

Other current liabilities

(In thousands, except share information)

Total current liabilities

Long-term Debt

Deferred Credits and Other Liabilities:
Accumulated deferred income taxes
Accumulated deferred investment tax credits
Regulatory liabilities
Asset retirement obligations
Accrued pension liability and postretirement betnedist
Commodity derivative instruments
Other deferred credits

Total deferred credits and liabilities

Total liabilities

Commitments and Contingencies (See Note 9)
Cumulative Preferred Stock
without mandatory redemption requirements ($10tedtaalue, 10,000,000 authorized: issued and outstg 115,293 shares)

Equity:
PNM common stockholder’s equity:
Common stock outstanding (no par value, 40,000sb@0es authorized: issued and outstanding 39,19 Bf7&res)
Accumulated other comprehensive income (loss)phgtcome taxes
Retained earnings

Total PNM common stockholder’s equity
Non-controlling interest in Valencia

Total equity

273,000 $ 190,00
57,00 51,03
17,86: 8,52¢
27,29¢ 25,77:

91¢ 724
1,72 3,11¢
3,781 39,25
9,78¢ 9,78:

64,281 65,85t
455,64° 394,96
1,055,75! 1,055,74:
440,57 446,65
16,93( 18,08¢
316,10 299,76
74,707 75,88t
235,73 253,944
1,841 2,00¢
14 17 108,45!
1,197,02! 1,204,80'
2,708,42! 2,655,511
11,52¢ 11,52¢
1,018,771 1,018,77!
(68,46%) (66,786
165,29; 171,35¢
1,115,601 1,123,34
84,59 85,17
1,200,19° 1,208,52!
$ 3,920,15. $ 3,875,57.

The accompanying notes, as they relate to PNMaauategral 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 CASH FLOWS

Cash Flows From Operating Activities:
Net earnings

Adjustments to reconcile net earnings to net clshsffrom operating activities:

Depreciation and amortization
PVNGS firm-sales contract revenue
Deferred income tax expense
Net unrealized (gains) losses on derivatives
Realized (gains) losses on investments held by NDT
Regulatory disallowances
Other, net
Changes in certain assets and liabilities:
Accounts receivable and unbilled revenues
Materials, supplies, and fuel stock
Other current assets
Other assets
Accounts payable
Accrued interest and taxes
Other current liabilities
Other liabilities
Net cash flows from operating activities

Cash Flows From Investing Activities:
Utility plant additions
Proceeds from sales of NDT investments
Purchases of NDT investments
Return of principal on PVNGS lessor notes
Other, net
Net cash flows from investing activities

(Unaudited)

ES

Six Months Ended June 30,

2011 2010

(In thousands)

9,061 $ 19,748
63,07 56,97
(2,559 (28,856

8,78¢ 18,77
(1,459 5,60¢

(11,797 (400)
17,47¢ =

3,43; 4,03(
(8,799 1,84¢

83C (1,159

7,467 (17.47)

3,301 3,39
(2,799 2,31¢
(4,199 24,72:

6,73 (44,59

(22,339 (14,52)
66,23 30,40
(125,939 (118,46)
94,89( 36,28t
(96,410 (37,85()
15,37 14,21¢
1,037 94¢
(111,049 (104,87)

The accompanying notes, as they relate to PNMaaiategral 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 CASH FLOWS

Cash Flows From Financing Activities:
Short-term borrowings (repayments), net
Long-term borrowings
Repayment of long-term debt
Payments received on PVNGS firm-sales contracts
Equity transactions with Valencia's owner
Proceeds from transmission interconnection arraegésn
Dividends paid
Debt issuance costs and other
Net cash flows from financing activities
Change in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period
Supplemental Cash Flow Disclosures:
Interest paid, net of capitalized interest

Income taxes paid (refunded), net

(Unaudited)

ES

Six Months Ended June 30,

2011 2010

(In thousands)

83,00 74,000
= 403,84t
— (403,84
2,55¢ 15,23t
(7,239 (7,019
58¢ —
(43,949 (264)
= (3,119
34,96¢ 78,83:
(9,859 4,36¢
10,33¢ 1,37:
485 $ 5,741
35081 $ 37,65t
(1,539 $ (35,189

The accompanying notes, as they relate to PNMaaiategral part of these financial statements.
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Balance at December 31, 2010
Valencia's transactions with its owner
Net earning:

Total other comprehensive income (loss)
Dividends declared on preferred stock
Dividends declared on common stock
Balance at June 30, 2011

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

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(Unaudited)

Attributable to PNM

Total PNM
Common Non-
Common Retained Stockholder’s controlling Total
Stock AOCI Earnings Equity Interest in Valencia Equity
(In thousands)

$ 1,018,771  $ (66,780 $ 171,35¢ $ 1,123,34¢ % 85171 $ 1,208,521
— — — — (7,237) (7,237)
— — 2,40¢ 2,40¢ 6,652 9,061
— (1,682 — (1,682 — (1,682
— — (264) (264) — (264)
— — (8,212 (8,212 — (8,212
$ 1,018,777  $ (68,46¢) $ 165,29: $ 1,115,600 $ 84597 $ 1,200,19

The accompanying notes, as they relate to PNMamuietegral 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 COMPREHENSIVE INCOME (LOSS)

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(In thousands)
Net Earnings $ 2,097 $ 12,19: $ 9,061 $ 19,74t
Other Comprehensive Income (Loss):
Unrealized Gain on Investment Securities
Unrealized holding gains (losses) arising durirgypleriod, net of income tax (expense)
benefit of $(5,827), $1,280, $(9,280), and $58 8,892 (1,959 14,161 (88)
Reclassification adjustment for (gains) includeaét earnings, net of income tax expe
of $7,892, $720, $9,962, and $1,330 (12,049 (1,09¢) (15,209 (2,029
Pension liability adjustment, net of income tax (epense) benefit of $(423), $0, $432 and
$147 64€ — (659) (229)
Fair Value Adjustment for Cash Flow Hedges:
Change in fair market value, net of income tax émge) benefit of $0, $(71), $0, and
$(2,767) — 109 — 4,22¢
Reclassification adjustment for (gains) lossesudet in net earnings, net of income ta
expense (benefit) of $0, $2,540, $(11), and $5,210 — (3,87¢) 17 (7,950
Total Other Comprehensive Income (Loss) (2,505) (6,81¢) (1,682) (6,067)
Comprehensive Income (Loss) (409) 5,37¢ 7,37¢ 13,67¢
Comprehensive (Income) Attributable to Valencia No-controlling Interest (3,470 (3,292 (6,652) (6,39¢)
Comprehensive Income (Loss) Attributable to PNM $ (3879 $ 2,08  $ 721 $ 7,282

The accompanying notes, as they relate to PNMaaiategral part of these financial statements.
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Electric Operating Revenues:
Non-affiliates
Affiliate
Total electric operating revenues
Operating Expenses:
Cost of energy
Administrative and general
Regulatory disallowances
Depreciation and amortization
Transmission and distribution costs
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 Taxes
Income Taxes

Net Earnings

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

(Unaudited)
Three Months Ended June 30, Six Months Ended June 30,
2011 2010 2011 2010
(In thousands)
$ 50,35¢ 42,93  $ 95,387 81,52¢
9,59¢ 9,63¢ 18,41: 19,22:
59,957 52,56¢ 113,79¢ 100,74t
10,25¢ 9,057 20,41: 18,10°
10,13t 8,81¢ 19,801 18,31:
3,92t — 3,92 —
10,72¢ 10,04( 20,981 20,13¢
6,25¢€ 5,34¢ 11,524 9,92¢
4,96° 4,86t 9,73¢ 9,581
46,26: 38,12¢ 86,38( 76,06«
13,69t 14,44: 27,41¢ 24,68:
28¢ 30¢ 65C BIE
(29 (26) (79) (43
25¢ 282 57E 63C
7,30¢ 7,95: 14,60 15,82:
6,64¢ 6,771 13,39( 9,49(
2,541 2,66t 5,12¢ 3,74(
$ 4,10z 4,106 $ 8,26% 5,75(

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 BALANCE SHEETS

Current Assets:
Cash and cash equivalents
Accounts receivable
Unbilled revenues
Other receivables
Affiliate receivables
Materials and supplies
Regulatory assets
Current portion of accumulated deferred incomegaxe
Other current assets
Total current assets
Other Property and Investments:
Other investments
Non-utility property
Total other property and investments
Utility Plant:
Plant in service and plant held for future use
Less accumulated depreciation and amortization

Construction work in progress
Net utility plant
Deferred Charges and Other Assets:
Regulatory assets
Goodwill
Other deferred charges
Total deferred charges and other assets

June 30, December 31,
2010
(In thousands)
1 $ 1
16,74( 12,74:
7,53¢ 5,73¢
1,20¢ 1,671
5,31¢€ 3,95¢
2,713 2,78
3,26¢ 457
1,87¢ 1,87¢
1,26% 61€
39,917 29,84¢
26€ 282
2,24(C 2,24¢
2,50¢ 2,52¢
903,42¢ 885,32!
313,48. 302,33¢
589,94" 582,99:
14,04 12,37t
603,99( 595,36
132,87 144,52;
226,66 226,66
12,474 12,02¢
372,01( 383,21¢
1,018,42! $ 1,010,95

The accompanying notes, as they relate to TNMPaairiategral 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)

June 30,
2011

December 31,
2010

LIABILITIES AND STOCKHOLDER’S EQUITY
Current Liabilities:
Short-term debt — affiliate
Accounts payable
Affiliate payables
Accrued interest and taxes
Other current liabilities

(In thousands, except share information)

Total current liabilities

Long-term Debt

Deferred Credits and Other Liabilities:
Accumulated deferred income taxes
Regulatory liabilities
Asset retirement obligations
Accrued pension liability and postretirement betnedist
Other deferred credits

Total deferred credits and other liabilities

Total liabilities

Commitments and Contingencies (See Note 9)
Common Stockholder’s Equity:
Common stock outstanding ($10 par value, 12,000sb@®es authorized:
issued and outstanding 6,358 shares)
Paid-in-capital
Accumulated other comprehensive income (loss)ph&tcome taxes
Retained earnings

Total common stockholder’s equity

$ 7,000 1,20
5,507 5,53
3,30¢ 1,01¢

17,15( 23,18
4,01€ 3,29:
36,97¢ 34,22
310,65( 310,33
146,69: 142,12
42,03: 42,70:
671 64¢
14,93¢ 16,22
12,41¢ 11,41
216,74, 213,100
564,37 557,67
64 64
423,04 430,10
(1,019 (1,48%)
32,861 24,50¢
454,04¢ 453,28
$ 1,018,42! 1,010,95

The accompanying notes, as they relate to TNMPaairiategral 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 Flows From Operating Activities:
Net earnings
Adjustments to reconcile net earnings to net chshsffrom operating activities:
Depreciation and amortization
Deferred income tax expense (benefit)
Regulatory disallowances
Other, net
Changes in certain assets and liabilities:
Accounts receivable and unbilled revenues
Materials and supplies
Other current assets
Other assets
Accounts payable
Accrued interest and taxes
Other current liabilities
Other liabilities
Net cash flows from operating activities
Cash Flows From Investing Activities:
Additions to utility and non-utility plant
Net cash flows from investing activities

(Unaudited)

Six Months Ended June 30,

2011 2010

(In thousands)

8,26t $ 5,75(
22,56¢ 22,14
4,80¢ (3,444
3,92¢ —
31 (63%)
(5,799 (3,240
74 (494)
(2,247 (1,159
(657) (1,730
(154) (1,55%)
(6,039 1,59¢
1,62¢ (1,39))
(1,07¢) (689)
25,33 15,16¢
(24,079 (13,967
(24,077 (13,967)

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
(Unaudited)

Cash Flow From Financing Activities:

Short-term borrowings (repayments), net — affiliate

Dividends paid

Debt issuance costs and other

Net cash flows from financing activities

Change in Cash and Cash Equivalents
Cash and Cash Equivalents at Beginning of Period
Cash and Cash Equivalents at End of Period
Supplemental Cash Flow Disclosures:

Interest paid, net of capitalized interest

Income taxes paid (refunded), net

Six Months Ended June 30,

2011 2010

(In thousands)

5,80( 500
(7,066) (1,649
7 (124)
(1,259 (1,269)
— (66)

1 138
13 72
13,85. $ 14,05¢(
3250 $ 2,94(

The accompanying notes, as they relate to TNMPaiiategral 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 CHANGES IN COM MON STOCKHOLDER'S EQUITY

(Unaudited)
Total Common

Common Stock Paid-in Capital AOCI Retained Earnings  Stockholder's Equity

(In thousands)
Balance at December 31, 2010 $ 64 $ 430,10¢ $ (1,487 $ 2459¢ $ 453,28
Net earning: — — — 8,26¢ 8,26¢
Total other comprehensive income (loss) — — (433 — (433)
Dividends declared on common stock — (7,066 — — (7,06€)
Balance at June 30, 2011 $ 64 $ 423,04 $ (1,91 $ 32,861 $ 454,04¢

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

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(In thousands)
$ 4,10:  $ 4,106 $ 8,26t $ 5,75(

Net Earnings
Other Comprehensive Income (Loss):
Pension liability adjustment, net of income tax (egense)

benefit of $(1), $0, $170, and $0 2 — (307) —

Fair Value Adjustment for Cash Flow Hedges:

Change in fair market value, net of income tax émge) benefit of $307, $541, $272,
and $891 (555) (976) (491) (1,607)
Reclassification adjustment for losses includedehearnings, net of income tax
(benefit) of $(102), $(103), $(202), and $(205) 184 18€ 365 371
Total Other Comprehensive Income (Loss) (369) (790 (439 (1,23¢)
$ 373 % 331 % 783z $ 4,514

Comprehensive Income

The accompanying notes, as they relate to TNMPaiategral part of these financial statements.
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PNM RESOURCES, INC. AND SUBSIDIARIES
PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARI ES
TEXAS-NEW MEXICO AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

(1) Significant Accounting Policies and Respontsility for Financial Statements
Financial Statement Preparation

In the opinion of management, the accompanying dited: interim Condensed Consolidated Financialeédtants reflect all normal and recurring accruald
adjustments that are necessary to present faielcoimsolidated financial position at June 30, 28dd December 31, 2010, and the consolidated resutiperation
and comprehensive income for the three months &nchenths ended June 30, 2011 and 2010, and casfs for the six months ended June 30, 2011 and.2IXd
preparation of financial statements in conformitfmGAAP requires management to make estimatesagadmptions that affect the reported amounts aftass
liabilities, disclosure of contingent assets amdbilities at the date of the financial statemeats] the reported amounts of revenues and expensieg) dhe reportin
period. Actual results could ultimately differ frotimose estimated.

The Notes to Condensed Consolidated Financial i@ttes include disclosures for PNMR, PNM, and TNMRe term “Company’ls used when discussi
matters of common applicability to PNMR, PNM, andMP. Discussions regarding only PNMR, PNM, or TNM¥f indicated as such. Certain amounts in the
Condensed Consolidated Financial Statements anesNlo¢reto have been reclassified to conform t@€id financial statement presentation.

These Condensed Consolidated Financial Statementsnaudited, and certain information and noteldsszes normally included in the annual Consolid
Financial Statements have been condensed or ométegermitted under the applicable rules and etiguls. Readers of these financial statements dhrediér tc
PNMR’s, PNM’s, and TNMP’s audited Consolidated Fioial Statements and Notes thereto that are indlimi¢heir respective 2010 Annual Reports on FofvK1
Weather causes the Compasyesults of operations to be seasonal in natudetta results of operations presented in the acaogipg Condensed Consolida
Financial Statements are not necessarily repreentsf operations for an entire year.

GAAP defines subsequent events as events or trigmssithat occur after the balance sheet date &fiaré financial statements are issued or are @leit@ bt
issued. Based on their nature, magnitude, and gindertain subsequent events may be required tefleeted at the balance sheet date and/or reqtored disclose
in the financial statements. The Company has etedusubsequent events as required by GAAP. Seeldote

Principles of Consolidation

The Condensed Consolidated Financial Statemergadaf of PNMR, PNM, and TNMP include their accowartd those of subsidiaries in which that entity ¢
a majority voting interest. PNMR’primary subsidiaries are PNM, TNMP, and First icéoln addition, PNM consolidates the PVYNGS Cadpitaist and Valenci
PNMR shared servicesidministrative and general expenses, which reptesets that are primarily driven by corporate leagtivities, are allocated to the busir
segments. Other significant intercompany transastlietween PNMR, PNM, and TNMP include transmissiod distribution services; lease, interest, awdrime ta:
sharing payments; and dividends paid on commorks#tintercompany transactions and balances Hmen eliminated. See Note 12.

Dividends on Common Stock

Dividends on PNMRS common stock are declared by its Board. The gnohthe declaration of dividends is dependenttantiming of meetings and otl
actions of the Board. This has historically resiiite dividends considered to be attributable to 4Beond quarter of each year being declared thrastbns of th
Board during the third quarter of the year. The fladeclared dividends on common stock considerdzbtfor the second quarter of $0.1&& share in July 2011 &
July 2010, which are reflected as being in the sdaquarter within “Dividends Declared per Commora&ion the PNMR Condensed Consolidated Statemel
Earnings.

PNM declared cash dividends on its common stodRNMR of $39.1 million in December 2010 that wasdpiai January 2011, $4.6 millian March 2011 th:
was paid in April 2011, and $3.6 million in Junel2Ghat was paid in July 2011. PNM declareddiodends on its common stock in the six monthseehdune 3!
2010. TNMP declared and paid cash dividends to PN#WIR7.1 million and $1.6 milliorin the six months ended June 30, 2011 and 2010. AFNMidends wel
recorded as reductions of its paid-in-capital.
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PNM RESOURCES, INC. AND SUBSIDIARIES
PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARI ES
TEXAS-NEW MEXICO AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

(2) Variable Interest Entities

GAAP determines how an enterprise evaluates anguacs for its involvement with variable interestiges, including determining the primary benefiyiaf ¢
variable interest entity by focusing primarily omether the enterprise has the power to direct ¢tieities that most significantly impact the ecoriorperformance ¢
a variable interest entity. GAAP also requires turdl reassessment of the primary beneficiary wdr@able interest entity.

On April 18, 2007, PNM entered into a PPA to pusghall of the electric capacity and energy fromeviala, a natural ga&ed power plant near Belen, N
Mexico. Valencia became operational on May 30, 2088hird-party built, owns, and operates the facility wHiEM is the sole purchaser of the electricity getesr
The total construction cost for the facility wa0$® million . The term of the PPA is for 3@ars beginning June 1, 2008, with the full outpiuthe plant estimated
be 145 MW. During the term of the PPA, PNM hasdp&on to purchase and own up to 5@¥%the plant or of the entity that owns the pld?\M estimates that t
plant will typically operate during peak periodsesfergy demand in summer. PNM is obligated to pegdf O&M and capacity charges in addition to valea®&M
charges under this PPA. For the three months anehenths ended June 30, 2011, PNM paid $4.6 mikiod $9.1 million for fixed charges and $0.3 milliand$0.4
million for variable charges. For the three mordis six months ended June 30, 2010, PNM paid $#lldmand $9.0 million for fixed charges and $0ri2llion anc
$0.3 millionfor variable charges. PNM does not have any otinantial obligations related to Valencia. The assétValencia can only be used to satisfy obligz
of Valencia and creditors of Valencia do not hamg gecourse against PNM’s assets.

PNM has evaluated the accounting treatment ofatisngement and concluded that the third partyyetitat owns Valencia is a variable interest eraityl the
PNM is the primary beneficiary of the entity und&AAP since PNM has the power to direct the actgitihat most significantly impact the economic gerfance ¢
Valencia and will absorb the majority of the vaiidp in the cash flows of the plant. The signifitafactors considered in reaching that conclusianthat PNN
sources fuel for the plant, controls when the fgcibperates through its dispatch, and receivesetitee output of the plant, which factors directliyd significant!
impact the economic performance of Valencia. Asghmary beneficiary, PNM has consolidated thetgnti its financial statements beginning on the owercia
operations date. Accordingly, the assets, liab#itioperating expenses, and cash flows of Valemeaincluded in the consolidated financial stateimeri PNV
although PNM has no legal ownership interest omgptontrol of the variable interest entity. Thesets and liabilities of Valencia set forth belove anmaterial t
PNM and, therefore, not shown separately on thed€osed Consolidated Balance Sheets. The oweeity and net income of Valencia are considat&tbutable t
non-controlling interest.

Summarized financial information for Valencia isfakows:

Results of Operations

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(In thousands)
Operating revenues $ 4,84¢ $ 4,728 $ 9,51¢ $ 9,227
Operating expenses (1,379 (1,437 (2,867) (2,83))
Earnings attributable to non-controlling interest $ 347C $ 329 $ 6,65 $ 6,39¢
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PNM RESOURCES, INC. AND SUBSIDIARIES
PUBLIC SERVICE COMPANY OF NEW MEXICO AND SUBSIDIARI ES
TEXAS-NEW MEXICO AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

Financial Position

June 30, December 31,

2011 2010
(In thousands)
Current assets $ 3,15¢ $ 2,37z
Net property, plant and equipme 82,20( 83,617
Total assets 85,35¢ 85,98¢
Current liabilities 761 812

Owners’ equity — non-controlling interest $ 84,597 $ 85,171

PNM leases interests in Units 1 and 2 of PVNGS umdengements, which were entered into in 198518886, that are accounted for as operating le
There are currently eight separate lease agreemaht®ight different trusts whose beneficial owsare five different institutional investors. PNMnot the legal «
tax owner of the leased assets. The beneficial mwmiethe trusts possess all of the voting cordral pecuniary interests in the trusts. PNM haspiomw to purchas
the leased assets at appraised value at the ethe tdases, but does not have a fixed price puecbpon and does not provide residual value gueesn PNM he
options to renew the leases at fixed rates séh farthe leases for two years beyond the terminadfcthe original lease terms. The option periodgertain leases m
be further extended for up to an additional sixrgefthe appraised remaining useful lives and Yaiue of the leased assets are greater than pmanset forth in tt
leases. Under GAAP, these renewal options are deresd to be variable interests in the trusts aadltrén the trusts being considered variable irgeeatities. PNM |
only obligated to make payments to the trustshierdcheduled semainnual lease payments, which, net of amounts tilebevreturned to PNM through its owners
in related lessor notes, aggregate $111.4 midimof June 30, 2011 over the remaining terms ofgges. Under certain circumstances (for exarfipks, shutdown ¢
the plant, the NRC issuing specified violation asdeith respect to PVNGS, or the occurrence of ifigelcnuclear events), PNM would be required to makecifie:
payments to the beneficial owners and take titlehtoleased interests. If such an event had oatwarseof June 30, 2011, PNM could have been requirguhy th
beneficial owners up to approximately $177.0 miliowhich would result in PNM taking ownership of tleased assets and termination of the leases. P&fvhi
other financial obligations or commitments to thests or the beneficial owners. Creditors of thusts have no recourse to PNvissets other than with respect tc
contractual lease payments. PNM has no additiaghts to the assets of the trusts other than tleeofishe leased assets. PNM has recorded no asskdbilities
related to the trusts other than the accrual cfdgeayments between the scheduled payment dat&s$ ware $26.0 milliorat June 30, 2011 and December 31, .
and are included in other current liabilities oe thondensed Consolidated Balance Sheets. For@uliinformation regarding these leases, see Raskoks, MD&A
— Off Balance Sheet Arrangements, and Note 7 ofthtes to Consolidated Financial Statements in 62Annual Reports on Form 10-K.

PNM has evaluated the PVNGS lease arrangements@raluded that it does not have the power to ditleetactivities that most significantly impact
economic performance of the trusts and, therefisraot the primary beneficiary of the trusts un@AAP. The significant factors considered in reaghthis
conclusion are: the periods covered by fixed praseewal options are significantly shorter thandhécipated remaining useful lives of the assedstiqularly since o
April 21, 2011 the NRC approved an extension indperating licenses for the plants for 20 yearsufh 2045 for Unit 1 and 2046 for Unit 2 (see Nb8; PNM’s
only financial obligation to the trusts is to make fixed lease payments and the payments do mptesed on the output of the plants or their perénce; during tr
lease term, the economic performance of the tisstsbstantially fixed due to the fixed lease paytaePNM is only one of several participants in R&3land is nc
the operating agent for the plants, so PNM doessigmiificantly influence the day to day operatiamighe plants; furthermore, the operations of thens, includin
plans for their decommissioning, are highly regedaby the NRC, leaving little room for the partiigs to operate the plants in a manner that imgheteconomi
performance of the trusts; the economic performaridbe trusts at the end of the lease terms ignidgnt upon the fair value and remaining liveshefplants at th
time, which are determined by factors such as pqgwiees, outlook for nuclear power, and the impadt@otential carbon legislation or regulation, athich ar
outside of PNM$ control; and while PNM has some potential berfeditn its renewal options, the vast majority of treue at the end of the leases will accrue t
beneficial owners of the trusts, particularly givieoreases in the value of existing nuclear gemagdtcilities, which emit no GHG, resulting fromtecipated carbc
legislation or regulation.

PNM has a PPA covering the entire output of Deltiaich is a variable interest under GAAP. This agement was entered into prior to December 31, 2003
PNM has been unsuccessful in obtaining the infoilonatecessary to determine if it is the
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primary beneficiary of the entity that owns Delbato consolidate that entity if it were determirteet PNM is the primary beneficiary. AccordingBNM is unable t
make those determinations and, as provided in GAW®Rtinues to account for this PPA as an operdéage. PNM makes fixed and variable payments téaDeide
the PPA. PNM also controls the dispatch of the gggtiveg plant, which impacts the variable paymen&lenunder the PPA and impacts the economic perfarena
the entity that owns Delta. For the three monthd six months ended June 30, 2011, PNM incurreddfizgyments of $1.5 million and $2.9 milli@nd variabl
payments of less than $0.1 million and $0.3 milliorder the PPA. For the three months and six moertided June 30, 2010, PNM incurred fixed paymeh&lo
million and $3.0 million and variable payments e$d than $0.1 million and $0.2 million under theAPPNM'’s only quantifiable obligation under the PPA isrtake
the fixed payments, which as of June 30, 2011, eggged $54.1 million through the end of the PPA2020. PNM will also pay variable costs, which canno
quantified since the amounts are based on how rtigchenerating plant is in operation. PNM has i@obbligations or commitments with respect to Belt

(3) Segment Information

The following segment presentation is based omibthodology that management uses for making operdiecisions and assessing performance of itsws
business activities. A reconciliation of the seghymesentation to the GAAP financial statemenizr@vided.

PNM Electric

PNM Electric includes the retail electric utilitperations of PNM that are subject to traditioné n@gulation by the NMPRC. PNM Electric providetegrate
electricity services that include the generatioangmission, and distribution of electricity fotai electric customers in New Mexico as well as ale of transmissi
to third parties. PNM Electric also includes thegetion and sale of electricity into the wholegsalgrket. This includes the asset optimization ofPBljurisdictions
assets as well as the capacity excluded from netiis. FERC has jurisdiction over wholesale rates.

TNMP Electric

TNMP Electric is an electric utility operating ineXas. TNMPS operations are subject to traditional rate regraby the PUCT. TNMP provides regula
transmission and distribution services in Texasenide TECA.

First Choice

First Choice is a certified retail electric provideperating in Texas, which allows it to providedticity to residential, small commercial, and gmmente
customers. Although First Choice is regulated iriaip respects by the PUCT, it is not subject &alitional rate regulation.

Optim Energy

Optim Energy is considered a separate segmentNMAR. PNMR’s investment in Optim Energy is held in the Corpoend Other segment and is accounte
using the equity method of accounting. Optim En&ggvenues and expenses are not included in PSM&nsolidated revenues and expenses or the foliptables
As described in Note 11, PNMR fully impaired itv@stment in Optim Energy as of December 31, 2010.
Corporate and Other

PNMR Services Company is included in the Corpoaaie Other segment.

The following tables present summarized finanai@imation for PNMR by segment. PNM and TNMP eaglerate in only one segment. Therefore, tal
segment information is not presented for PNM and/PAN
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PNMR SEGMENT INFORMATION

ES

PNM TNMP First Corporate
Electric Electric Choice and Other Consolidated
Three Months Ended June 30, 2011 (In thousands)
Operating revenues $ 239,23: % 50,35¢ $ 126,03¢ 43 $ 415,58t
Intersegment revenues — 9,59¢ — (9,59¢) —
Total revenues 239,23: 59,957 126,03¢ (9,647) 415,58t
Cost of energy 81,491 10,25¢ 91,29¢ (9,59¢) 173,45
Gross margin 157,73 49,69¢ 34,74( (43 242,13.
Other operating expenses 124,29 25,277 23,63( (2,209 171,00(
Depreciation and amortization 22,891 10,72¢ 36C 4,28¢ 38,27:
Operating income (loss) 10,54: 13,69¢ 10,75( (2,12¢) 32,86(
Interest income 4,22¢ — 31 (22 4,23¢
Other income (deductions) 4,48¢ 25¢ 279) (1,64¢) 2,82
Net interest charge (18,027 (7,305 (141 (5,039 (30,517)
Segment earnings (loss) before income tax 1,22t 6,64¢ 10,367 (8,837) 9,40¢
Income taxes (benefit) (872) 2,547 3,74¢ (3,685) 1,73¢
Segment earnings (loss 2,097 4,102 6,622 (5,152) 7,66¢
Valencia no-controlling interest (3,470 — — — (3,470
Subsidiary preferred stock dividen (132) — — — (132)
Segment earnings (loss) attributable to PNMR $ (1,508 % 4,10z $ 6,622 (5,152 $ 4,067
Six Months Ended June 30, 2011
Operating revenues $ 473,47. $ 95,387 $ 234,48t 96 $ 803,24¢
Intersegment revenues — 18,41: — (18,417 —
Total revenues 473,47. 113,79¢ 234,48t (18,50¢) 803,24¢
Cost of energy 170,71: 20,41: 159,25( (18,417 331,96:
Gross margin 302,76: 93,38 75,23t (96) 471,28t¢
Other operating expenses 227,42: 44,98 42,61¢ (5,55€) 309,46
Depreciation and amortization 46,63: 20,98: 641 8,48t 76,74%
Operating income (loss) 28,70¢ 27,41¢ 31,97¢ (3,025 85,07¢
Interest income 8,287 — 34 (55) 8,261
Other income (deductions) 9,70z 57¢ (379 (3,250 6,64¢
Net interest charge (36,107 (14,609 (286) (10,130 (61,127
Segment earnings (loss) before income tax 10,58 13,39( 31,34¢ (16,460) 38,86
Income taxes (benefit) 1,522 5,12¢ 11,237 (6,64%) 11,24:
Segment earnings (loss 9,061 8,26¢ 20,11: (9,817 27,62(
Valencia no-controlling interest (6,652) — — — (6,652)
Subsidiary preferred stock dividen (264) — — — (264)
Segment earnings (loss) attributable to PNMR $ 2,148 $ 8,26t $ 20,11: 9,819 $ 20,70
At June 30, 2011:
Total Assets $ 3,920,15 $ 1,018,42! $ 254,35: 108,70: $ 5,301,63:
Goodwill $ 51,63: $ 226,66¢ % 43,01: — 8 321,31(
Additions to utility and non-utility plant included in
accounts payable $ 16,51« $ 36C $ 237 1,168  $ 18,27¢
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ES

Operating revenues

Intersegment revenues

Total revenues

Cost of energy

Gross margin

Other operating expenses

Depreciation and amortization

Operating income (loss)

Interest income

Equity in net earnings (loss) of Optim Energy
Other income (deductions)

Net interest charge

Segment earnings (loss) before income tax
Income taxes (benefit)

Segment earnings (loss

Valencia no-controlling interest

Subsidiary preferred stock dividen

Segment earnings (loss) attributable to PNMR

Six Months Ended June 30, 2010

Operating revenues
Intersegment revenues
Total revenues
Cost of energy
Gross margin
Other operating expenses
Depreciation and amortization
Operating income (loss)
Interest income
Equity in net earnings (loss) of Optim Energy
Other income (deductions)
Net interest charge
Segment earnings (loss) before income tax
Income taxes (benefit)
Segment earnings (loss
Valencia no-controlling interest
Subsidiary preferred stock dividen
Segment earnings (loss) attributable to PNMR
At June 30, 2010:

Total Assets

Goodwill

(Unaudited)
PNM TNMP First Corporate
Electric Electric Choice and Other Consolidated
(In thousands)
243,06( $ 4293 % 119,91¢ 93 $ 405,81
— 9,63¢ — (9,63%) —
243,06( 52,56¢ 119,91¢ (9,72¢) 405,81
79,63¢ 9,051 72,12 (9,63€) 151,18:
163,42: 43,51: 47,79¢ (92) 254,63t
107,10° 19,03: 21,25¢ (3,80%) 143,58t
22,924 10,04¢( 21C 4,20z 37,37¢
33,39( 14,44: 26,33: (48¢) 73,67¢
5,081 — 11 9) 5,08
— — — (3,85¢) (3,85¢)
(1,99)) 288 (90) (1,54€) (3,349
(18,38%) (7,959 (387) (5,03¢€) (31,762)
18,09t 6,771 25,86¢ (10,93¢) 39,79
5,901 2,66t 9,31: (4,387) 13,49:
12,19« 4,10¢ 16,55 (6,557) 26,30:
(3,2972) — — — (3,297)
(132) — — — (132)
8,770 $ 4,106 $ 16,55: (6,55) $ 22,87¢
47359t % 81,52t % 234,30¢ (215) $ 789,21.
— 19,22: — (19,22)) —
473,59¢ 100,74t 234,30¢ (19,43¢) 789,21.
166,07: 18,101 177,11: (19,229 342,06¢
307,52: 82,63¢ 57,19¢ (214) 447,14;
215,90( 37,82: 41,70: (7,097) 288,33.
45,77¢ 20,13t 4732 8,271 74,65t
45,847 24,68 15,02: (1,399 84,15¢
10,01t — 13 82 10,11(
— — — (8,210 (8,210)
9,167 63C (98) (2,94%) 6,75¢
(36,46%) (15,827) (697) (10,190 (63,177)
28,56 9,49( 14,23¢ (22,655 29,64
8,82 3,74(C 5,13¢ (9,149 8,552
19,74¢ 5,75(C 9,10( (13,50¢) 21,08¢
(6,39¢) — — — (6,39¢)
(264) — — — (264
13,08 $ 575 $ 9,10( (13,5060 $ 14,42¢
3,813,522 $ 1,013,13. $ 239,03t 337,83. $ 5,403,52:
51,63: $ 226,66¢ $ 43,01 — 8 321,31(
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(4) Fair Value of Derivative and Other Financial Instruments
Energy Related Derivative Contracts
Overview

The Company is exposed to certain risks relatingstongoing business operations. The primary dlyjedor the use of derivative instruments, inchglienerg
contracts, options, and futures, is to manage pigteassociated with forecasted purchases of gnerdguel used to generate electricity, or to managticipate
generation capacity in excess of forecasted derfrand existing customers. Substantially all of then@panys energy related derivative contracts manage cority
risk and the Company does not currently engagpeécidative trading.

Commodity Risk

Marketing and procurement of energy often involvarket risks associated with managing energy comtiesdand establishing open positions in the er
markets, primarily on a shottrm basis. The Company routinely enters into weriderivative instruments such as forward contrag8on agreements, and price b
swap agreements to economically hedge price angmelrisk on power commitments and fuel requiremamis$ to minimize the effect of market fluctuatian
wholesale portfolios. The Company monitors the raaniisk of its commodity contracts using VaR andaREcalculations to maintain total exposure wi
management-prescribed limits in accordance withr@apm risk and credit policies.

PNM is required to meet the demand and energy nefeitts retail and wholesale customers. PNM is exgubto market risk for its share of PVNGS Unit 8
the requirements of customers not covered und&RAE. PNM’s operations are managed primarily thioaget asset-backed strategy, whereby PiN&ggregate n
open forward contract position is covered by iteéasted excess generation capabilities or markehpses. PNM could be exposed to market risksifj@neratio
capabilities were to be disrupted or if its retadd requirements were to be greater than anteipdf all or a portion of retail load requirememisre required to t
covered as a result of such unexpected situatammmitments would have to be met through markethmases.

First Choice is responsible for energy supply ealab the sale of electricity to retail customerdexas. TECA contains no provisions for the specécoven
of fuel and purchased power costs. The rates ctagEirst Choice customers are negotiated witth eastomer. First Choice buys wholesale power éncibmpetitivi
ERCOT wholesale market and sells power to retagtamers in the competitive ERCOT retail market. Mahthese retail customers buy power from FirsoiCé fol
a contracted period of time at a fixed price sstChoice is exposed to price risk if the wholegadever price changes during the time of the comti@icst Choicet
strategy is to minimize its exposure to fluctuaion market energy prices by matching sales cotstrath supply instruments designed to preservgeted margin
However, if actual fixed price retail loads vargrificantly from forecasts (for example, due torerte weather, other significant load changes otraonbreaches
First Choice could have a residual exposure to edale power price risk for the mismatch betweerfdhecast and actual load.

Accounting for Derivatives

Under derivative accounting and related rules foergy contracts, the Company accounts for its wariderivative instruments for the purchase and st
energy based on the Compamyntent. Energy contracts that meet the definibba derivative under GAAP and do not qualify,ame not designated, for the nori
sales and purchases exception are recorded orathece sheet at fair value at each period end.chhages in fair value are recognized in earnindessnspecifi
hedge accounting criteria are met and elected. lbsales and purchases are not marked to markeam@ndeflected in results of operations when théeudying
transactions settle.

For derivative transactions meeting the definitidra cash flow hedge, the Company documents tla¢ioakhips between the hedging instruments andeine
being hedged. This documentation includes theegyathat supports executing the specific transactiod the methods utilized to assess the effecsemnf th
hedges. Changes in the fair value of contractsifgirgj for cash flow hedge accounting are includedd\OCI to the extent effective. Ineffectivenessngaand loss¢
were immaterial for all periods presented. Gaintoeses related to cash flow hedge instrumentyditgy those delesignated, are reclassified from AOCI wher
hedged transaction settles and impacts earningedan market prices at June 30, 2011, after-&sekl
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of less than $0.1 million for PNMR and zero for PNibuld be reclassified from AOCI into earnings dgrithe next twelve months. However, the actual art
reclassified into earnings may vary due to changéke timing or nature of the underlying transaet. As of June 30, 2011 and December 31, 2010Ctimepany i
not hedging its exposure to the variability in fieteash flows from commodity derivatives througkideated cash flows hedges.

The contracts recorded at fair value that do natifyuor are not designated for cash flow hedgeoaoting are classified as either economic hedgegsading
transactions. Economic hedges are defined as diggviastruments, including lonterm power agreements, used to economically hedgergtion assets, purcha
power and fuel costs, and customer load requiresné&tianges in the fair value of economic hedgegedtected in results of operations and are clastibetwee
operating revenues and cost of energy accordirigeténtent of the hedge. Trading transactions ietlspeculative transactions, which the Compangezka 200¢

and transactions that lock in margin with no foravararket risk and are not economic hedges. Changas fair value of these transactions are refléain a net bas
in operating revenues.

Fair value is defined under GAAP as the price twauld be received for an asset or paid to tranafdiability (an exit price) in the principal or mt
advantageous market for the asset or liability nnoederly transaction between market participamtgi®e measurement date. Fair value is based oertumarke
quotes as available and is supplemented by modédidigniques and assumptions made by the Compathetextent quoted market prices or volatilities aod
available. External pricing input availability vasi based on commodity location, market liquidityd derm of the agreement. Valuations of derivatigsets ar
liabilities take into account nonperformance rigkliding the effect of counterparties’ and the Camys own credit risk. The Company regularly assedsevalidity

and availability of pricing data for its derivatis&nsactions. Although the Company uses its hefgment in estimating the fair value of these insients, there a
inherent limitations in any estimation technique.

The Company does not offset fair value, cash @it and accrued payable or receivable amountgnéred for derivative instruments under mastetinmg
arrangements. At June 30, 2011 and December 3D, 20iounts recognized for the legal right to reulaash collateral were $4.6 million and $3.4 millimr PNMF
and $2.6 million and $3.0 million for PNM. In addit, at June 30, 2011 and December 31, 2010, am@asted as cash collateral under margin arrangsmeare
$26.7 million and $32.0 million for PNMR and $1.4lllon and $2.1 million for PNM. Cash collateral anmts are included in other current assets on thelénse
Consolidated Balance Sheets. PNMR and PNM had hgadions to return cash collateral at June 30,128dd December 31, 2010.

Commaodity Derivatives

Commodity derivative instruments are summarizetbbews:

PNMR PNM

Economic Hedges Economic Hedges
June 30, December 31, June 30, December 31,

2011 2010 2011 2010

(In thousands)

Current assets $ 18,84( $ 15,99¢ $ 93t $ 1,44:
Deferred charges 7,75¢ 5,26¢ 5 —
26,59¢ 21,26: 94C 1,44:
Current liabilities (27,285 (31,407 (1,720 (3,110
Long-term liabilities (23,770 (12,837 (1,84)) (2,009)
(41,05 (44,239 (3,567) (5,119
Net $ (14,469 $ (22979 $ (2,62) $ (3,676)

The Company had no trading or designated cash liledge transactions at June 30, 2011 and Decemb@03@. On April 20, 2010, PNM received NMP
approval of a hedging plan to manage fuel and mset power costs related to customers coveredslyPPAC. The table above includes $0.3 million wfren

assets and $0.1 million of current liabilities ahd 30, 2011 and $0.6 million of current asseB®etember 31, 2010 related to this plan. The offsethese amour
are recorded as
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regulatory assets and liabilities on the Conder3aukolidated Balance Sheets.

The following table presents the effect of commpdierivative instruments on earnings and OCI, edidlg income tax effects. For cash flow hedges
earnings impact reflects the reclassification fra@®CIl when the hedged transactions settle.

Economic Trading Qualified Cash
Hedges Transactions Flow Hedges
June 30, June 30, June 30,
2011 2010 2011 2010 2011 2010
Three Months Ended (In thousands)
PNMR
Electric operating revenues $ 19C $ (121 $ — $ (36) $ — % 6,53¢
Cost of energy (4,599 2,72( — — (318) (777)
Total gain (loss) $ (4,409 $ 2,59¢ $ — $ 36) $ (31¢) $ 5,76¢
Recognized in OCI $ 318 % (5,587)
PNM
Electric operating revenues $ 19C $ 121) $ — $ — $ — % 6,53¢
Cost of energy (284) 37 — — — (41)
Total gain (loss) $ 94) $ (15¢) $ — $ — $ — % 6,49¢
Recognized in OCI $ — % (6,31))
Six Months Ended
PNMR
Electric operating revenues $ 133 % (2,00) $ — $ (33 $ — $ 13,28¢
Cost of energy 86 (29,229 — — (249) (1,24¢)
Total gain (loss) $ 142C $ (31,230 $ — 3 (33 $ (249 $ 12,04:
Recognized in OCI $ 24¢ % (4,81¢)
PNM
Electric operating revenues $ 133 % (2,00 $ — $ — — % 13,28¢
Cost of energy 15¢ (3,662) — — — 14
Total gain (loss) $ 1,49t $ (5,669 $ — $ — $ — $ 13,30:
Recognized in OCI $ — $ (6,07¢)

Commodity contract volume positions are presenteldecatherms for gas related contracts and in Mavtpdwer related contracts. The table below pre
PNMR’s and PNM'’s net buy (sell) volume positions:

Economic Hedges

Decatherms MWh
June 30, 2011
PNMR 21,657,50 3,646,08!
PNM 1,810,001 (1,237,79)
December 31, 2010
PNMR 22,767,50 1,693,43.
PNM 1,882,501 (990,12()

In connection with managing its commaodity riskse tBompany enters into master agreements with nectinterparties. If the Company is in a net liak
position under an agreement, some agreements prdivad the counterparties can request collateoah the Company if the Comparsyctredit rating is downgrade
other agreements provide that the counterparty may
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request collateral to provide such counterpartyaidequate assurance” that the Company will perf@nd others have no provision for collateral.

The table below presents information about the Comijs contingent requirements to provide collateralaindommodity contracts having an objecti
determinable collateral provision that are in nability positions and are not fully collateralizedith cash. Contractual liability represents comitodierivative
contracts recorded at fair value on the balancetskletermined on an individual contract basis auithoffsetting amounts for individual contractstthee in an ass
position and could be offset under master nettorg@ments with the same counterparty. The table r@flects cash collateral that has been posteémnting existin
contracts and does not reflect letters of creddeurthe Company’ revolving credit facilities that have been issasdcollateral. Net exposure is the net contra
liability for all contracts, including those desagrd as normal purchases and sales, offset byirexisish collateral and by any offsets availabldemmmaster nettir
agreements, including both asset and liability {orss.

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

(In thousands)

June 30, 2011

PNMR $ 9,54: $ 258 % 1,67¢

PNM $ 3,047 $ 258 % 37C
December 31, 2010

PNMR $ 8,11: $ — $ 2,642

PNM $ 291 % — $ 11¢

Sale of Power from PVNGS Unit 3

In April 2008, PNM entered into three separate @mis for the sale of capacity and energy relateitstentire ownership interest in PVYNGS Unit 3, iethis
135 MW. Under two of the contracts, PNM sold 90 MdVfirm capacity and energy. Under the third caat, PNM sold 45 MW of unit contingent capacityd
energy. The term of the contracts was May 1, 20@08ugh December 31, 2010. Under the two firm s, the two buyers made prepayments of $40.6omitnc
$30.0 million. These amounts were recorded asrdefaevenue and were amortized over the life efdbntracts. The prepayments received under tiredimtracts
as well as required subsequent monthly paymenth@m, are shown as a financing activity in the Gorsgd Consolidated Statements of Cash Flows ageddn
GAAP. The firm contracts were accounted for as dash hedges and changes in fair value were induideAOCI. The contingent contract was accountadaf®
normal sale. Beginning January 1, 2011, PNM idrsglts 135 MW interest in PVNGS Unit 3 daily at rket prices. PNM has established fixed rates ferrttajority
of these sales through the end of 2011 througméiied hedging arrangements that are accountedsfecanomic hedges.

Non-Derivative Financial Instruments

The carrying amounts reflected on the Condensed@iolated Balance Sheets approximate fair valugdsh, receivables, and payables due to the saodc
of maturity. Available-for-sale securities are oadrat fair value. Available-fosale securities for PNMR and PNM consist of PNMessseld in the NDT for its she
of decommissioning costs of PVNGS. The NDT holdsitggand fixed income securities. PNMR and PNM d have any unrealized losses on availablestde-
securities. The fair value of and gross unrealg&ds on investments in available-for-sale se@sitire presented in the following table.
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June 30, 2011 December 31, 2010
Unrealized Unrealized
Gains Fair Value Gains Fair Value
(In thousands)
Equity securities:
Domestic value $ 2,52 $ 27,98¢ $ 5,10¢ $ 25,49
Domestic growth 19,45:¢ 56,24 17,23¢ 48,237
Multinational 40t 14,08¢ 2,73( 10,67(
Fixed income securities:
Municipals 1,63( 38,88¢ 837 37,59¢
U.S. Government 49C 21,39( 348 21,54:
Corporate and other 60€ 9,19t 573 8,402
Cash and equivalents — 724 — 4,98¢

$ 25,10¢ $ 168,511 $ 26,83t $ 156,92

The proceeds and gross realized gains and lossée alisposition of available-farale securities for PNMR and PNM are shown in tlewing table. Realize
gains and losses are determined by specific ideatién of costs of securities sold.

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(In thousands)
Proceeds from sales $ 46,77C  $ 15,58¢ $ 94,89 $ 36,28¢
Gross realized gains $ 8,70C $ 152¢ $ 13,49 $ 3,431
Gross realized (losses) $ (559 $ (510 $ (2,282 $ (1,872

Held-to-maturity securities are those investmentdabt securities that the Company has the afaifity intent to hold until maturity. Held-toaturity securitie
consist of the investment in PVNGS lessor notescanthin items within other investments, includthg EIP lessor note.

The Company has no available-for-sale or heldrurity securities for which carrying value exceddir value, except for the PVNGS lessor notesasi
below. There are no impairments considered to tigetahan temporary” that are included in AOCI awad recognized in earnings.

At June 30, 2011, the available-for-sale and heldxaturity debt securities had the following fimaturities:

Fair Value
Available-
for-Sale Held-to-Maturity
PNMR and
PNM PNMR PNM
(In thousands)

Within 1 year $ 1,98¢ $ — $ =
After 1 year through 5 years 20,20¢ 139,10¢ 128,03
After 5 years through 10 years 10,78 3,262 —
Over 10 years 36,48¢ — —

$ 69,46¢ $ 14237( $ 128,03
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The carrying amount and fair value of held-to-miyudebt securities and other non-derivative finahmstruments (including current maturities) are:

June 30, 2011 December 31, 2010
Carrying Carrying
Amount Fair Value Amount Fair Value
(In thousands)
PNMR
Long-term debt $ 1,566,160 $ 1,722,78' $ 1,565,84 $ 1,659,67-
Investment in PVNGS lessor notes $ 12452° $ 12431. $ 136,14! $ 141,66:
Other investments $ 15,64 $ 20,76¢ $ 18,79: $ 21,67¢
PNM
Long-term debt $ 1,055,750 $ 1,079,79 $ 1,055,74i $ 1,056,86:
Investment in PVNGS lessor notes $ 124527 $ 12431: $ 136,14: $ 141,66:
Other investments $ 4,11t $ 4,43 $ 5,06¢ $ 5,56:
TNMP
Long-term debt $ 310650 $ 417,37¢ $ 310,337 $  385,22(
Other investments $ 26 $ 26 $ 282 $ 282

The fair value of longerm debt shown above was primarily determinedgigimoted market values, as were certain items digcluin other investments. To
extent market values were not available, fair valkss determined by discounting the cash flows @ instrument using quoted interest rates for coaipe
instruments.

Other Fair Value Disclosures

The Company determines the fair values of its @ere and other instruments based on the hieragstgblished in GAAP, which requires an entity tokimmaze
the use of observable inputs and minimize the Gsmabservable inputs when measuring fair valueABAlescribes three levels of inputs that may be tseneasul
fair value. Level 1 inputs are quoted prices (unatfid) in active markets for identical assets abilities that the reporting entity has the abilibyaccess at tl
measurement date. Level 2 inputs are inputs ottear guoted prices included within Level 1 that @bservable for the asset or liability, either dilgor indirectly
Level 3 inputs are unobservable inputs for thetamskability. Level 3 inputs used in determinifegr values for the Company consist of internalnadion models.

For NDT investments, Level 2 fair values are preddy the trustee utilizing a pricing service. Tring provider predominantly uses the market appt
using bid side market value based upon a hierao€tigformation for specific securities or securdtigith similar characteristics. For commodity datives, Level
fair values are determined based on market obskernmputs, which are validated using multiple brokeiotes, including forward price, volatility, amterest rat
curves to establish expectations of future pri€edit valuation adjustments are made for estimatedit losses based on the overall exposure tb eagnterpart
Fair values of Level 3 commodity derivatives ar¢éedmined in a manner similar to those in Level @ &re at a lower level in the hierarchy due to kbansactio
volume or market illiquidity that significantly liits the availability of observable market data.

Derivatives and Investments
The fair values of derivatives and investments #natrecorded at fair value on the Condensed Ciglasetl Balance Sheets are as follows:
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Quoted Prices Significant
in Active Other Significant
Market for Observable Unobservable
Identical Assets Inputs Inputs
Total @ (Level 1) (Level 2) (Level 3)
June 30, 2011 (In thousands)
PNMR and PNM
NDT investment:
Cash and equivalents 724 724 % — —
Equity securities:
Domestic value 27,98¢ 27,98¢ — —
Domestic growth 56,24¢ 56,24¢ — —
Multinational 14,08¢ 14,08¢ — —
Fixed income securities:
U.S. government 21,39( 16,797 4,59 —
Municipals 38,88¢ — 38,88¢ —
Corporate and other 9,19¢ — 9,19t —
Total NDT investments 168,51< 115,84: $ 52,67 —
PNMR
Commodity derivative assets 26,59 10,891 $ 9,90¢ 5,282
Commodity derivative liabilities (41,059 (25,360) (14,297 (890)
Net (14,46)) (14,469 $ (4,389 4,39:
PNM
Commodity derivative assets 94C — % 94C —
Commodity derivative liabilities (3,567) — (3,56]) —
Net (2,629 — 3 (2,621) —
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Quoted Prices Significant
in Active Other Significant
Market for Observable Unobservable
Identical Assets Inputs Inputs
Total @ (Level 1) (Level 2) (Level 3)
December 31, 2010 (In thousands)
PNMR and PNM
NDT investment:
Cash and equivalents $ 498¢ $ 498¢ $ —  $ —
Equity securities:
Domestic value 25,49: 25,49! — —
Domestic growth 48,237 48,237 — —
Multinational 10,67( 10,67( — —
Fixed income securities:
U.S. government 21,54 16,61 4,92¢ —
Municipals 37,59 — 37,59t —
Corporate and other 8,40z — 8,40z —
Total NDT investments $ 156,92: $ 105,990 $ 50,92t $ —
PNMR
Commodity derivative assets $ 21,26: % 8,64t $ 12,30¢ $ 272
Commodity derivative liabilities (44,239 (26,379 (16,729 (1,099
Net $ (22,97H $ a7,73) $ (4,42 $ (822)
PNM
Commodity derivative assets $ 1,44: $ — 3 1,44  $ —
Commaodity derivative liabilities (5,119 — (5,119 —
Net $ (3,676 $ — 3 (3,67¢) $ =

(1) The Level 1, 2 and 3 columns in the abovdetare presented based on the nature of eachurmstit. The total column is presented based on ét@nbe she
classification of the instruments and reflect wfilaccount reclassifications between commodity\dgiie assets and commodity derivative liabilitefs$0.5 million fol
PNMR and zero for PNM at June 30, 2011 and less $8al million for PNMR and zero for PNM at DecemBd, 2010. There were no transfers between |foelthe
three months and six months ended June 30, 2012Gi®
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A reconciliation of the changes in Level 3 fairvalmeasurements is as follows:

PNMR PNM
June 30, June 30,
2011 2010 2011 2010
Three Months Ended (In thousands)

Balance at beginning of period $ 894 $ 85 $ —  $ —
Total gains (losses) included in earnings 3,67¢ (437) — —
Purchases 2,617 — — —
Settlements (2,795 74 — —

Balance at end of period $ 439 % 278 $ — 8 —

Total gains (losses) included in earnings attribletao the change in unrealiz

gains or losses relating to assets still held eetind of the period $ 1,95 $ (363 $ — 3 =
Six Months Ended

Balance at beginning of peric $ 822 $ 248 $ — 3 17)
Total gains (losses) included in earnings 5,22¢ (814) — (22¢)
Purchases 2,73t — — —
Settlements (2,749 28¢€ — 14t

Balance at end of peric $ 439: $ 278 $ —  $ —

Total gains (losses) included in earnings attribletao the change in unrealiz

gains or losses relating to assets still held @ethd of the period $ 312:  § (549 $ —  § —

Gains and losses (realized and unrealized) for IL8Vair value measurements included in earningsraported in operating revenues and cost of enas
follows:
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PNMR PNM
June 30, June 30,
2011 2010 2011 2010
Three Months Ended (In thousands)
Gains (losses) included in earnin
Electric operating revenu $ —  $ — 3 — 3 =
Cost of energ 3,67¢ (437) — —
Total $ 3,67¢ $ (437 $ — 3 =
Change in unrealized gains or losses related &tsassll held at the reportir
date:
Electric operating revenu $ —  $ — 3 — 3 =
Cost of energ 1,95¢ (369) — —
Total $ 1,95 $ (369 $ —  $ —
Six Months Ended
Gains (losses) included in earnin
Electric operating revenu $ — 8 — 3 — 3 —
Cost of energ 5,22¢ (8149 — (128)
Total $ 522¢ $ 814 $ —  $ (128)
Change in unrealized gains or losses related &tsssll held at the reportir
date:
Electric operating revenu $ — 8 — 3 — 3 —
Cost of energ 3,122 (543 — —
Total $ 312:  $ (543 $ — 3 —

(5) Earnings Per Share

In accordance with GAAP, dual presentation of basid diluted earnings per share has been presintiee Condensed Consolidated Statements of Eagai
PNMR. Information regarding the computation of éags per share is as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
(In thousands, except per share amounts)
Net Earnings Attributable to PNMR $ 4,067 $ 22,87¢ $ 20,70 $ 14,42¢
Average Number of Common Shares:
Outstanding during period 86,67: 86,67: 86,67 86,67:
Equivalents from convertible preferred stock (Note 4,77¢ 4,77¢ 4,77¢ 4,77¢
Vested awards of restricted stock 13¢ 10¢ 14¢ 10z
Average Shares - Basic 91,59( 91,56( 91,60( 91,55:
Dilutive Effect of Common Stock Equivalents®:
Stock options and restricted stock 54¢ 273 50z 141
Average Shares - Diluted 92,13¢ 91,83¢ 92,10z 91,69
Net Earnings Per Share of Common Stock:
Basic $ 0.04 $ 0.2t $ 0.2: $ 0.1€
Diluted $ 0.04 $ 0.2t $ 0.2z $ 0.1€

(1) Excludes the effect of o-of-the-money options fo1,978,01(shares of common stock at June 30, 2!
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(6) Stock-Based Compensatior

Information concerning stockased compensation plans is contained in Note I8otds to Consolidated Financial Statements in20E) Annual Reports ¢
Form 10-K. In 2011, the Company changed its appgraa@warding stockased compensation. As a result, no stock optiame been granted in 2011 and awarc
restricted stock have increased.

Stock Options

The following table summarizes activity in stockiop plans for the six months ended June 30, 2011:

Weighted- Weighted-
Average Aggregate Average
Exercise Intrinsic Remaining
Shares Price Value Contract Life
Outstanding at beginning of period 3,948,26: $ 18.3¢
Granted — $ —
Exercised (199,68) $ 11.01
Forfeited (8,339 $ 11.3:
Expired (47,936 $ 24.51
Outstanding at end of period 3,692,311 $ 18.66 $ 9,793,59:® 5.36 years
Exercisable at end of period 3,152,000 $ 21.8¢ $ 6,663,44. 4.85 years
Options available for future grant @ 4,763,25

(1) At June 30, 2011, the exercise price of 1,978,6utstanding stock options is greater than theing price of PNMR common stock on that date;efae, those optiol
have no intrinsic value.
(2) Includes shares available for grants of regdstock.

The following table provides additional informatioancerning stock option activity:

Six Months Ended

June 30,
Options for PNMR Common Stock 2011 2010
Weighted-average grant date fair value of opticesgd $ — 3 3.0t
Total fair value of options that vested (in thouts)n $ 1,18¢ $ 1,027
Total intrinsic value of options exercised (in tsands) $ 2,19¢ $ 32¢
Restricted Stock and Performance Shares
The following table summarizes nonvested restristedk activity for the six months ended June 31,12
Weighted-
Average
Grant-Date
Nonvested Restricted Stock Shares Fair Value
Nonvested at beginning of peri 237,02. $ 9.24
Granted 308,98! $ 13.1C
Vested (110,75) $ 9.6¢
Forfeited — $ —
Nonvested at end of peric 435,24¢ g 11.91
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Compensation expense for restricted stock and pedoce stock awards was determined based on tHeetmice of PNMR stock on the date of grant red
by the present value of future dividends, which wilt be received during the vesting period, apbteethe total number of shares that were antieigpéd fully vest.

The following table provides additional informatioancerning restricted stock:

Six Months Ended

June 30,
Nonvested Restricted Stock 2011 2010
Weighted-average grant date fair value of share
granted $ 13.1C % 9.37
Total fair value of shares that vested (in thousan $ 1,072 $ 1,30¢
Expected quarterly dividends per share $ 0.128 % 0.12¢
Risk-free interest rate 1.2(% 1.36%

Beginning in 2009, the Company issued performahegesagreements to certain executives that arelhgsm the Company achieving specified perform
targets over periods of one to three years. Theragtation of the number of shares ultimately issdepends on the levels at which the performaniterier are
achieved and cannot be determined until after réopmance periods end. For the targets basedamB010 performance, near optimal level was atthmesulting il
88,913 shares being awarded in 2011, which wilt e@enly from 2012 through 2014 and are includethan number of shares granted in the above tabielLffec
from the above table is a maximum of 560,461 shiaasgd on performance targets through 2013 thaldwmiissued and vest upon issuance if all perfameariterii
are achieved and all executives remain eligible.

(7) Capitalization
Information concerning financing activities is caimed in Note 6 of Notes to Consolidated Finan8tatements in the 2010 Annual Reports on Form 10-K.

Short-term Debt

At June 30, 2011, PNMR and PNM had revolving créatitlities with financing capacities of $542.0 hah under the PNMR Facility and $386.0 million wn
the PNM Facility that primarily expire in August PB. The financing capacities of the PNMR Facilitldehe PNM Facility will reduce by $25.0 million @u$18.(
million in August 2011 according to their terms.eTBompany does not believe the scheduled reduittitie facilities will have a significant impact #NMR’s anc
PNM’s liquidity. In addition, PNMR has a local line ofedit amounting to $5.0 million that expires in gust 2012. TNMP has a revolving credit facility
financing capacity of $75.0 million under the TNNRRvolving Credit Facility that expires in Decemér5. At June 30, 2011, the weighted average isteate wa
1.44% for the PNMR Facility and 0.84% for the PNBIcHity. Short-term debt outstanding consists of:

June 30, December 31,

Short-term Debt 2011 2010
(In thousands)
PNM — Revolving credit facility $ 273,000 $ 190,00(
TNMP — Revolving credit facility — —
PNMR
Revolving credit facility 31,00( 32,00(

Local lines of credit — —
$ 304,000 $ 222,00(

44




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

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

At August 2, 2011, PNMR, PNM, and TNMP had $455illiom, $58.8 million, and $74.7 million of availdlly under their respective revolving credit fagés
and local lines of credit, including reductionsasfilability due to outstanding letters of credibtal availability at August 2, 2011, on a consatet basis, was $58i
million for PNMR. At August 2, 2011, PNMR and PNMdhinvested cash of $10.3 million and $10.7 millidBNMP had no such investments.

As of June 30, 2011, TNMP had outstanding borrowio§$7.0 million from PNMR under its intercompalman agreement. At August 2, 2011, TNMP
outstanding borrowings of $5.0 million under itseitompany loan agreement with PNMR.

Financing Activities

In March 2009, TNMP entered into and borrowed $5@i0ion under a loan agreement with Union Bank, A.(the “2009 Term Loan Agreement”
Through hedging arrangements, TNMP establishedlfirterest rates for the 2009 Term Loan Agreeméi&.@5% for the first three years and 6.30% theegafr
January 2010, the relationship was modified to cedhe fixed interest rate to 4.80% through Marth2D12 and to 5.05% thereafter. This hedge islwaded for as
cash-flow hedge and the June 30, 201 1taxefair value of $2.1 million is included in othewrrent liabilities, except for $1.0 million inaed in other deferred cred
and in AOCI on the Condensed Consolidated Balame®tS. The hedge’'s December 31, 2010taxefair value of $1.9 million is included in othearrent liabilities
except for $0.8 million included in other deferre@dits, and in AOCI. Amounts reclassified from AlC#Ee included in interest charges. The fair valegermination
were made using Level 2 inputs under GAAP and witermined using forward LIBOR curves under the -mitket convention to discount cash flows «
the remaining term of the swap agreements.

Convertible Preferred Stock

In November 2008, PNMR issued 477,800 shares aé$ér convertible preferred stock. The Series Aveotible preferred stock is convertible into PN
common stock at a ratio of 10 shares of commonkstoc each share of preferred stock. The SerieAvertible preferred stock is entitled to receiveidends
equivalent to any dividends paid on PNMR commorls@s if the preferred stock had been convertemlégotnmon stock. The Series A convertible prefestedk it
entitled to vote on all matters voted upon by commtwckholders, except for the election of the Bloém the event of liquidation of PNMR, preferredidiers woul
receive a preference of $0.10 per common sharevaleuit. After that preference, common holders waeltkive an equivalent liquidation preference pers and a
remaining distributions would be shared ratablywsetn common and preferred holders using the numabeshares of common stock into which the Serie
convertible preferred stock is convertible. Therterof the Series A convertible preferred stock lteaut being substantially equivalent to commdock. Therefore
for earnings per share purposes the number of canshares into which the Series A convertible preféstock is convertible is included in the weighterag
number of common shares outstanding. Similarlyidéinds on the Series A convertible preferred serekconsidered to be common dividends in the acaogipc
Condensed Consolidated Financial Statements.

(8) Pension and Other Postretirement Benefit Ptes

PNMR and its subsidiaries maintain qualified dedifeenefit pension plans, postretirement benefibhplproviding medical and dental benefits, and etvee
retirement programs (“PNM Plans” and “TNMP Plan®NMR maintains the legal obligation for the betsefiwed to participants under these plans.

Information concerning pension and other postretest plans is contained in Note 12 of Notes to ©bdated Financial Statements in the 2010 AnnugdRe
on Form 10K. Annual net periodic benefit cost (income) foetplans is actuarially determined using the methau$ assumptions set forth in that note ai
recognized ratably throughout the year.
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PNM Plans

The following table presents the components ofR# Plans’ net periodic benefit cost:

Components of Net Periodic

Benefit Cost
Service cost
Interest cost

Long-term return on plan assets
Amortization of net loss
Amortization of prior service cost

Net periodic benefit cost

Components of Net Periodic

Benefit Cost
Service cost
Interest cost

Long-term return on plan assets
Amortization of net loss
Amortization of prior service cost

Net periodic benefit cost

(Unaudited)

Three Months Ended June 30,

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

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

Pension Plan

Other Postretirement Benefits

Executive Retirement Program

2011 2010 2011 2010 2011 2010
(In thousands)
$ — 3 — 3 65 $ 108 $ — 3 =
8,20z 8,51¢ 1,34t 1,91z 233 262
(9,269 (9,339 (1,347 (1,399 — —
2,30z 1,61z 801 1,372 23 18
79 79 (662) (1,036 — —
$ 1,312 $ 871 $ 202 $ %1 $ 256 % 281
Six Months Ended June 30,
Pension Plan Other Postretirement Benefits  Executive Retirement Program
2011 2010 2011 2010 2011 2010
(In thousands)
$ — 3 — 3 12¢ % 21C % — 3 =
16,40: 17,03% 2,68¢ 3,82t 465 527
(18,53) (18,67 (2,699 (2,786 — —
4,60t 3,22¢ 1,60: 2,744 a7 35
15¢ 15€ (1,324 (2,077) — —
$ 2,626 $ 1,74 $ 40 3 192: $ 512 $ 562

PNM made contributions to its pension plan trus$@f million and $13.5 million in the three montsd six months ended June 30, 2011 and zero ab
million in the three months and six months endeteJ80, 2010. PNM anticipates making $28.0 milliéradditional contributions in 2011. Based on catraw ant
estimates of portfolio performance, PNM estimateskimg contributions to its pension plan trust tteaal $190.0 million for 20122015. The estimated contributic
were developed using probabilistically determinéstaunt rates and expected returns on assetsdolat@ the pension liabilities. Actual amounts eofbnded in th
future will be dependent on the actuarial assumpgtit that time, including the appropriate discaate and return on assets. PNM contributed $1li®omio the trus
for other postretirement benefits for the three therand six months ended June 30, 2011 and $1l@mibr the three months and six months ended Ahe01C
PNM expects to make contributions totaling $2.5lionl during 2011 to the trust for other postretiesth benefits. Disbursements under the executitieeneen
program, which are funded by the Company and censitlto be contributions to the plan, were $0.4ioniland $0.8 million in the three months and sienths ende
June 30, 2011 and $0.4 million and $0.7 milliortha three months and six months ended June 30,&@d.@re expected to total $1.5 million during 2011
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(Unaudited)

The following table presents the components oftN&P Plans’ net periodic benefit cost (income):

Components of Net Periodic
Benefit Cost (Income)
Service cost
Interest cost
Long-term return on plan assets
Amortization of net (gain) loss
Amortization of prior service cost

Net Periodic Benefit Cost (Income)

Components of Net Periodic
Benefit Cost (Income)
Service cost
Interest cost
Long-term return on plan assets
Amortization of net (gain) loss
Amortization of prior service cost

Net Periodic Benefit Cost (Income)

Three Months Ended June 30,

Pension Plan

Other Postretirement Benefits

Executive Retirement Program

2011 2010 2011 2010 2011 2010
(In thousands)
$ — % — % 77 $ 72 $ — 8 =
951 1,032 163 17€ 12 13
(1,36¢) (1,449 (133 (129 = —
86 — (48) (49) — 1)
— — 15 15 — —
$ (331) $ (4179) $ 74 $ 87 $ 12 $ 12
Six Months Ended June 30,
Pension Plan Other Postretirement Benefits ~ Executive Retirement Program
2011 2010 2011 2010 2011 2010
(In thousands)
$ — % — % 158 $ 144  $ — 8 =
1,90( 2,06: 327 35€ 23 26
(2,735 (2,897) (267) (257) = —
178 — (96) (98) — 2
— — 30 30 — —
$ (662) $ (839 $ 147 $ 178 $ 23 % 24

TNMP made contributions to its pension plan trut$6.1 million and $0.2 million in the three monthsd six months ended June 30, 2011 an
contributions in the three months and six monttdednJune 30, 2010. TNMP anticipates making additionntributions of $1.0 million in 2011. Based aurent lav
and estimates of portfolio performance, TNMP estemamaking contributions to its pension plan tthat total $6.5 million for 2012015. The estimat
contributions were developed using probabilisticalétermined discount rates and expected returressets to calculate the pension liabilities. Acaraounts to k£
funded in the future will be dependent on the ataliassumptions at that time, including the appedp discount rate and return on assets. TNMPritted $0.-
million to the trust for other postretirement batsefor the three months and six months ended Bne011 and $0.6 million for the three months aixdmonth:
ended June 30, 2010. TNMP does not expect to md#éii@nal contributions during 2011 to the trust fither postretirement benefits. Disbursements uiitk
executive retirement program, which are fundedhey@ompany and considered to be contributionsegthn, were less than $0.1 million in the threenths and si
months ended June 30, 2011 and 2010 and are edgedttal $0.1 million during 2011.
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(9) Commitments and Contingencies
Overview

There are various claims and lawsuits pending ag#m® Company. The Company is also subject toréédstate, and local environmental laws and regna
and is currently participating in the investigatiand remediation of numerous sites. In additioe, @ompany periodically enters into financial comménts i
connection with its business operations. The Comjgalso involved in various legal proceedingshe normal course of its business. It is not pdssib this time fc
the Company to determine fully the effect of afigiition and other legal proceedings on its resofitsperations or financial position. It is the Goamy's policy t
accrue for expected liabilities in accordance VB®AP when it is probable that a liability has beecurred and the amount to be incurred is reasgregtimable. Th
Company cannot make any assurances that the ambragerves or potential insurance coverage wikklicient to cover the cash obligations that nhigé incurre
as a result of litigation or regulatory proceedingse Company does not expect that any known lag;senvironmental costs, and commitments will haveaterie
adverse effect on its financial condition, resolt®perations, or cash flows, although the outcamigigation, investigations, and other legal peedings is inherent
uncertain.

With respect to some of the items listed below,@leenpany has determined that a loss is not prolmtiteat, to the extent probable, is not reasonabtymable
In some cases, the Company is not able to preditt any degree of certainty the range of possibks Ithat could be incurred. Notwithstanding thesssf th
Company has assessed these matters based on @uisemition and made judgments concerning theieipiial outcome, giving due consideration to theureaof the
claim, the amount and nature of damages soughtthengrobability of success. Such judgments areensathject to the known uncertainty of litigatiolelCompan
has established appropriate reserves for matteesenhis probable a loss has been incurred andrtmunt of loss is reasonably estimable. The actui@omes of tr
items listed below could ultimately differ from thelgments made and the differences could be naateri

Additional information concerning commitments ar@htingencies is contained in Note 16 of Notes tmstdidated Financial Statements in the 2010 Ar
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 enterspent fuel disposal contracts with the DOl ¢he DOE is required to accept and dispose d$ph
nuclear fuel and other higlvel radioactive wastes generated by domestic poeactors. Although the Nuclear Waste Policy Aexjuired the DOE to develoy
permanent repository for the storage and dispdsspent nuclear fuel by 1998, the DOE announcetitireould not be able to open the repository b8 and soug!
to excuse its performance under the contract. PNfifnates that it will incur approximately $42.8 fwih (in 2010 dollars) for its share of the costated to the on-
site interim storage of spent nuclear fuel at PVYNGSch estimate reflects the impact of the extensiothe PVNGS operating licenses discussed in N8tbelow
PNM accrues these costs as a component of fuehegpeneaning that the charges are accrued asehis tonsumed. At June 30, 2011 and December@®1,PNN
recorded interim storage costs of $15.1 million &t&d.8 million in other deferred credits.

The Clean Air Act
Regional Haze

The EPA has established rules addressing regiaawd And guidelines for BART determinations. Thesutall for all states to establish goals and dom
reduction strategies for improving visibility in ti@nal parks and wilderness areas. In particutag,rules define how an S&@missions trading program developec

the Western Regional Air Partnership, a voluntamyaaization of western states, tribes, and fedageincies, can be used by western states. New Mevwicbe
participating in the S@program, which is a trading program that will beplamented if SQreduction milestones are not met.
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SIGS

In November 2006, the NMED requested a BART analj@i NOx and particulates for each of the foutsiak SIGS. PNM submitted its analysis to the NI
in June 2007, recommending against installing @mitid pollution control equipment on any of the SJGnits beyond those planned at that time, thaliasbn o
which was completed in March 2009. PNM subsequenttwided additional data in response to requests the NMED. On June 21, 2010, the NMED filec
proposed regional haze SIP with the EIB. The NMHEIDd included a finding by the NMED that BART fdNOx at SJGS is a technology known asléctive catalyt
reduction” (“SCR”") plus “sorbent injection.” PNM shgreed with this proposed BART determination.

As part of its 2007 submission, PNM identified dddial control technology alternatives, includin@, to already planned pollution control equipn
upgrades and evaluated the feasibility of thesént@logies for the purpose of reducing visibility gacts in accordance with EPA's "Guidelines for B/
Determinations under the Regional Haze Rules" (“BARuidelines”).PNM concluded that SCR was not appropriate as BARIing the EPA's BART Guideline
PNM estimated the installation of SCR technolog$a6GS would cost approximately $750 million to $ilidm for the entire station, of which PNM's shaseuld be
46.3% based on its SIGS ownership percentage. CRet&hnology would also increase operating cds&&S.

PNM recently contracted with an independent engingedesign firm to prepare a detailed conceptesigh and cost estimate for installation of SCRH#ES
That analysis utilized scaled vendor estimatesveasi submitted to the EPA on July 20, 2011. Althotigdre are certain differences between the twoyaral the ne
cost estimate is consistent with PNM's earlier BARTalysis cost estimate range and continues toostuffNM's contention that EPA's SCR cost estimate
unrealistically low.

Under a consent decree it signed with WildEarthr@iaas in 2010, the EPA was required to issue pgsed FIP regarding interstate transport for cettates
including New Mexico, by November 11, 2010, whichsnater extended to December 22, 2010, if no mep&IP had been submitted. Interstate transpquires
states to have adequate provisions to prohibit @oms from adversely affecting air quality in otlstates. EPA Region 6 issued a proposed interstisport FIF
which was published in the Federal Register on dgn6, 2011. The proposed FIP included a BART deisation for NOx controls at SJGS that requires
installation on all four units within three yearstbe final order, rather than the fiyear implementation schedule the regional hazesrgémerally allow and that El
proposed for Four Corners. The proposed FIP didregaire sorbent injection. The proposed FIP predifior a proposed emission limit for NOx at SIG &F
pounds per MMBTU, whereas the EPA's proposed earidghit for NOx at Four Corners is 0.098 pounds BEBMBTU. The public comment period on the propc
FIP ended on April 4, 2011. The deadline for tmalfiFIP was extended to August 5, 2011 pursuaahtagreement between EPA and WildEarth Guardians.

NMED withdrew its June 21, 2010 proposed regioredehSIP on December 17, 2010. On February 28, 20&@INMED filed a new petition with the EIB
consider an interstate transport SIP and a regivaeé SIP. Among other things, the draft regiomalehSIP concludes that selective non-catalyticagolu (“SNCR”)
controls are BART for SJGS. SNCR controls meet ERpkésumptive NOx BART limit of 0.23 pounds per MWB for wall-fired boilers burning subituminous
coal. The proposed SIP would require installatiénrSBICR controls within five years. PNM estimateg tinstallation of SNCR technology at SJGS wouldt
approximately $77 million for the entire statiori,vehich PNM's share would be 46.3%. The EIB appdottee NMED's proposed regional haze and interstatespor
SIPs in June 2011 upon conclusion of public hearamgd the Governor of New Mexico submitted the $tRthe EPA on June 24, 2011.

PNM filed extensive technical and legal commentdtenproposed FIP with the EPA, including a stateinie support of the thedraft SIP. Since the EIB h
approved a SIP, PNM believed that the EPA mustidenghat SIP. Only the interstate transport rubswsubject to the August 5, 2011 coamtered deadline for
final FIP. In order to meet that deadline and at$hme time give due consideration to the SIPGinernor of New Mexico had requested that EPA imeathe FIi
associated with the interstate transport rule bgusti 5, 2011 and stay any action on the proposeddtiregional haze until New Mexico's SIP revisidrad been ful
considered and either approved or disapproved. @Qgust 5, 2011, the EPA issued its final FIP whieguires SCR technology and allows for a fe=
implementation schedule. The final FIP provides&oremission limit for NOx at SJIGS of 0.05 pounds [dMBTU. PNM will file an appeal with the Unitedt&e:
Court of Appeals for the Tenth Circuit within theguired time frame, which is within 60 days aftes final FIP is published in the Federal Registére appeal wou
not stop the implementation timeframe unless atdgaues a stay. As stated above, PNM believes3@i& technology is not appropriate for BART at SHBS8 the
the state's SIP which calls for SNCR provides reabte progress toward visibility
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improvements required under the EPA rules. The HERlcated on August 5, 2011, that it would contirtoereview the state's SIP but that the EPA hadaal
evaluated SNCR as part of the FIP and had ruledfSbi@@ as BART for San Juan.

PNM will seek recovery from its ratepayers of aksts that may ultimately be incurred as a resutheffinal FIP. While PNM cannot accurately prediut
impact of these requirements on PNM's ratepayetis neguirements, if any, are finalized, it estimatthat the installation of SCR controls would dbst averac
residential PNM customer approximately $85 forfihg year with slowly declining costs for an estited 20 years and that costs to businesses wollijber.

On January 19, 2011, multiple parties filed witk t8BPA a NOI to sue under the Clean Air Act for ERRA's failure to promulgate a FIP within two yeafs
finding that certain states, including New Mexibad failed to make all or part of a required regiomaze SIP submittal. The NOI alleges that thellilea for fina
promulgation of regional haze FIPs or full approshtegional haze SIPs was January 15, 2011. Time gmrties also filed a separate NOI to sue urddeClean Ai
Act for EPA's failure to take final action on Sl@bsnissions by multiple states, including New Mexiadthin 18 months of receipt of submission.

PNM is unable to predict the ultimate outcome @St matters or what, if any, additional polluti@mizol equipment will ultimately be required or apped fo
installation for SJGS. If additional equipmentésjuired and/or final requirements result in addiiooperating costs to be incurred, PNM believes itis access to t
capital markets are sufficient to be able to firatite installation and that equipment and finandagts should be recoverable through the ratemgkiagess ar
would seek recovery of them. However, PNM can ptewio assurance that all such amounts will be ereavfrom ratepayers. It is possible thaquirements 1
comply with the final BART determinations, combinedh the financial impact of possible future clitmahange regulation or legislation, if any, othevironmente
regulations, the result of litigation, and othersimess considerations, could jeopardize the ecanemability of SIGS or the ability of individual gipants t
continue participation in the plant.

Four Corners

EPA Region 9 previously requested that APS, a®feeating agent for Four Corners, perform a BAR®&lwsis for Four Corners. APS submitted an analy
the EPA concluding that certain combustion conggliipment constitutes BART for Four Corners. Bagadthe analyses and comments received through
rulemaking process, the EPA will determine whételieves constitutes BART for Four Corners.

On October 6, 2010, the EPA issued its proposed BARermination for Four Corners. The rule, as psag, would require the installation of SCR as post
combustion controls on each of Unitblat Four Corners to reduce NOx emissions. As prmly disclosed, PNM's total costs could be upppreximately $69.
million for postcombustion controls at Four Corners Units 4 anBMM would seek recovery from its ratepayers ofcakéts that are ultimately incurred. The E
proposed a 10% stack opacity limitation for allefiunits and a 20% opacity limitation on certainifivg dust emissions, although the proposed fugitiust provisio
is unrelated to BART.

SCE, a participant in Four Corners, has indicalbed ¢ertain California legislation may prohibifidbm making emission control expenditures at thal-ficed
plant. On November 8, 2010, APS and SCE enteredaintasset purchase agreement, providing for thehpse by APS of SCE's 48% interest in each ofsUhind
of Four Corners. Completion of the purchase by ARISich is expected to occur in the second half@f2 is subject to the receipt of various regulatpprovals
Closing is also conditioned on the execution ofeavrcoal supply contract for the lease renewal pedescribed under Coal Supply below and other ¢mmdi
Pursuant to an agreement among the Four Cornefisipants, the other participants had a right odtfrefusal to purchase shares of SCE's interegpopional to the
current ownership percentages. The exercise optivishase right expired on March 8, 2011 and nefM nor any of the other participants exercidad tight. AP¢
has announced that, if APS's purchase of SCE'sesttein Units 4 and 5 at Four Corners is consuradhat will close Units 1, 2, and 3 at the planN{® has n«
ownership interest in Four Corners Units 1, 2, and

On November 24, 2010, APS submitted a letter tdBRA proposing an alternative to the EPA's Oct@fd0 BART proposal. Specifically, APS propose
close Four Corners Units 1, 2, and 3 by 2014 anidgtall postcombustion pollution controls for NOx on Units 4dah by the end of 2018, provided that the |
agrees to a contemporaneous resolution of Four érobligations or liability, if any, under thegienal haze and reasonably attributable visibilitypairmen
programs, the NSR program, and NSPS programs dZlgen Air Act.

50




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

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

On February 10, 2011, the EPA signed a Suppleméldite Requesting Comment, related to the BAREmaking for Four Corners. In the Suppleme
Notice, the EPA proposed to find that a differeitéraative emission control strategy, based upo®s'’AMovember 2010 proposal, would achieve morerpssgtha
the EPA's October 2010 BART proposal. The Suppléatéotice proposes that Units 1, 2, and 3 woutiselby 2014, postembustion pollution controls for N(
would be installed on Units 4 and 5 by July 31,204nd the NOx emission limitation for Units 4 a@avould be 0.098 Ibs/MMBtu, rather than the 0.14/MbMBtu
proposed by the EPA in October 2010. The EPA pralgoare subject to public comment. On July 15, 2@Atious environmental groups filed a NOI to su®A
because it failed to promulgate regional haze FdP&our Corners and Navajo Generating Station. FBliot an owner of Navajo Generating Station. NiGd state
that the EPA has failed to fulfill its nondiscretary duty under the Clean Air Act to submit a BAR8termination for the plants without unreasonalelayl The Cles
Air Act requires parties to give EPA 180 days' ocetbefore commencing a lawsuit based on allegatibas the EPA unreasonably delayed performance
nondiscretionary act.

In addition, on February 16, 2010, a group of emwinental organizations filed a petition with the Dxdd DOA requesting those agencies to certifnoEP/
that visibility impairment in sixteen national paakd wilderness areas is reasonably attributabéeissions from Four Corners and other planthdfagencies certi
impairment, the EPA is required to evaluate anaeiessary, determine BART for Four Corners undéiffarent haze program known aRéasonably Attributab
Visibility Impairment.” On January 19, 2011, a similar group of environmlemtganizations filed a lawsuit against the DOd &0A, alleging among other things t
the agencies failed to act on the February 201ifigretwithout unreasonable delayghd requesting the court to order the agenciesttorathe petition within 30 day
On June 30, 2011, the court issued its opinion disimgy the plaintiffs’ claims explaining that besathe DOI and DOA reached a “definitive decisitm’deny th
plaintiffs' petitions, the court is unable to gréunther relief to the plaintiffs and, thereforbetr claims must be dismissed as moot.

The Four Corners participants' obligations to cogmpith the EPA's final BART determinations, coupletith the financial impact of possible future clite
change regulation or legislation, other environrabnégulations, the result of the lawsuit mentiordmbve, and other business considerations, coojohjeize th
economic viability of Four Corners or the abilityindividual participants to continue their pargiation in Four Corners.

PNM is continuing to evaluate the impacts of ERg#xsposed BART determination for Four Corners. Agpmsed, the participant owners of Four Corners
have five years after the EPA issues its final mheieation to achieve compliance with the BART regments. PNM is unable to predict the ultimate onte of thi:
matter.

Ozone Non-Attainment

In March 2009, the NMED published its draft reconmui@tion of area designations for the 2008 revisazhe national ambient air quality standard. Thet
recommended that San Juan County, New Mexico higrided as nomttainment for ozone. SJGS is situated in San @Qeamty. However, the NMED subseque
determined that the monitor indicating high ozoseels was not reliable and did not recommend tdEfRA that San Juan County be designated asattamment. O
January 6, 2010, the EPA announced it would sthergthe 8-hour ozone standard by setting the stdnda range of 0.060-0.070 parts per million (fpp. The EP£
had intended to establish a new ozone standardilpy31, 2011, but has delayed the announcementafiie. Depending upon where the standard isSzet, Jua
County could be designated as not attaining thedsta for ozone. If that were to occur, NMED wobblve responsibility for bringing the county bactoicomplianc
and would look at all sources of NOx and volatitgamic compounds since these are the pollutantddala groundlevel ozone in the presence of sunlight. As a t¢
SJGS could be required to put on additional NOxrads as early as 2014. In addition, other countieNew Mexico, including Bernalillo County, may designate
as non-attainment. A non-attainment designatiorBimalillo County could result in the requiremémtreduce NOxemissions from Reeves Station as early as :
The Company cannot predict the outcome of thisenait if additional NOx controls would be requirasia result of ozone non-attainment designation.

Citizen Suit Under the Clean Air Act

The operations of the SJGS are covered by a Coecree with the Grand Canyon Trust and Sierra Gotd with the NMED that includes a provis
whereby stipulated penalties are assessed forcampliance with specified emissions limits. Stigeth penalty amounts are placed in escrow on a epatasi:
pending review of SJGS's emissions performancedoh
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quarter. As required by the Consent Decree, PNMnstled reports addressing mercury and NOx emissantrols for SIGS. Plaintiffs and NMED rejected Pk
reports. PNM disputes the validity of the rejectafrthe reports. On May 17, 2010, PNM filed a petitwith the federal district court seeking a judicdeterminatio
on the dispute relating to PNM's mercury contrdbISIED and plaintiffs seek to require PNM to implermemercury controls that PNM estimates would inceeasnue
operating costs for the entire station by as muct4®2 million. The court held a status confereneéNovember 29, 2010 for purposes of establishirgaibpropriat
process for resolution of the outstanding dispuétsted to this matter and to discuss other issaisgd in PNM's petition. PNM cannot predict thecome of thi
matter.

Navajo Nation Environmental Issues

Four Corners is located on the Navajo Reservatiwhis held under an easement granted by the fedev@rnment as well as a lease from the NavajooN.
The Navajo Acts, enacted in 1995 by the Navajo dwatpurport to give the Navajo Nation EnvironmerRabtection Agency authority to promulgate regolad
covering air quality, drinking water, and pesticalgivities, including those activities that ocedrFour Corners. In October 1995, the Four Corparticipants filed
lawsuit in the District Court of the Navajo Natiowindow Rock District, challenging the applicalyiliof the Navajo Acts to Four Corners. The Dist@aurt staye
these proceedings pursuant to a request by thegpartd the parties are seeking to negotiate lemetht.

In 2000, the Navajo Tribal Council approved ope&m@permit regulations under the Navajo Nation Adatl&tion Prevention and Control Act. APS believhe
Navajo Nation exceeded its authority when it addptee operating permit regulatiorEach of the Four Corners participants filed a joetitvith the Navajo Natic
Supreme Court for review of the operating permgutations. Those proceedings have been stayed,metiie outcome of the settlement negotiations roeat
above.

In May 2005, APS and the Navdjation signed a Voluntary Compliance Agreementlkésg the dispute regarding the Navajo Nation AdllBtion Preventio
and Control Act. As a result of this agreement, Af8ght, and the courts granted, dismissal of #heling litigation in the Navajo Nation Supreme Qoamd th:
Navajo Nation District Court, to the extent theirla relate to the Clean Air Act. The agreement dussaddress or resolve any dispute relating tercgispects of ti
Navajo Acts.

The Company cannot currently predict the outcomthe$e matters or the range of their potential otgpa
Section 114 Request

On April 6, 2009, APS received a request from tRARINder Section 114 of the Clean Air Act seekietpded information regarding projects at and opena
of Four Corners. This request is part of an enfoieet initiative that the EPA has undertaken untler €lean Air Act. The EPA has taken the positioat tman
utilities have made certain physical or operatiatenges at their plants that should have triggadsfitional regulatory requirements under the N&®igions of th
Clean Air Act. Other electric utilities have recetand responded to similar Section 114 requestssaveral of them have been subject to noticesotdtion ant
lawsuits by the EPA. APS has responded to the ERAygest. PNM is currently unable to predict theitig or content of EPA's response, if any, or agulting
actions.

Four Corners Notice of Intent to Sue

On May 7, 2010, APS received a NOI to sue from liastice, on behalf of several environmental orgations, related to alleged violations of the Cléar
Act at Four Corners. The NOI alleges NSR relatiedhtions and NSPS violations. Under the CleanAdt, a citizens group is required to provide 6§sladvanc
notice of its intent to file a lawsuit. Within th60-day time period, the EPA may step in and file adaivregarding the allegations. If the EPA doestke,citizen
group is precluded from filing its own lawsuit, dumay still intervene in the EPA's lawsuit, ifSb desires. The 6éfay period lapsed in July 2010, and the EP/
not take any action. At this time, the Companynzarpredict whether or when Earthjustice might &ilawsuit or, if filed, what the ultimate outcomveuld be.

Review of New Sources and Modificationsin Indian Country

Pursuant to its authority under the Clean Air AotJune 2011, the EPA finalized a FIP, which putgplace a pre&onstruction air permitting program
construction of new and modified small facilitiesdaminor modifications of existing facilities indian
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country. The FIP will require a source owner oemgpor to apply for a permit before building a nfawility or modifying an existing one if it is deteined that th
proposed project will increase emissions aboveddrtilfe minor NSR thresholds included in the rufenong other things, sources triggering the rulelsrsespecific
permit requirements will be required to undergaaesbyease control technology review and, potentiallyaanmpact quality analysis. APS and PNM are euotly
evaluating the potential impact of this rule on F@orners, which is located on Indian lands.

Endangered Species Act

On January 30, 2011, the Center for Biological Bsitg, Dine Citizens Against Ruining Our Environnieand San Juan Citizens Alliance filed a lan
against the OSM and the DOI, alleging that OSMefhilo engage in mandatory Endangered Species B&A(™) consultation with the Fish and Wildlife Serviceqy
to authorizing the renewal of an operating permitthe mine that serves Four Corners. The lavadigiges that activities at the mine, including miand the dispos
of coal combustion residue, will adversely affeeteral endangered species and their critical habitghe lawsuit requests the court to vacate antand the minir
permit and enjoin all activities carried out unttez permit until OSM has complied with the ESA. NMPié not a party to the lawsuit. APS has interveirethe lawsui
and is evaluating the lawsuit to determine its ptiéé impact on Four Corners operations. PNM ighla to predict the ultimate outcome of this matter

Cooling Water Intake Structures

The EPA issued its proposed cooling water intakecgires rule on April 20, 2011, which would prowidational standards applicable to certain cookate!
intake structures at existing power plants and rotheilities pursuant to the Clean Water Act. Thegosed standards are intended to protect fishotimelr aquati
organisms by minimizing impingement mortality (ttepture of aquatic wildlife on intake structuresagainst screens) and entrainment mortality (tfpéuca of fish o
shellfish in water flow entering and passing througtake structures). To minimize impingement miitstathe proposed rule would require facilitieschuas Fol
Corners and SJGS to either demonstrate that impiagemortality at its cooling water intakes doets exceed a specified rate or reduce the flow atetsiructures
less than a specified velocity, and to take cenpaotective measures with respect to impinged fishminimize entrainment mortality, the proposetenwould als
require these facilities to either meet the definitof a closed cycle recirculating cooling systentonduct a “structured site-specific analysistd&ermine what site-
specific controls, if any, should be required.

The proposed rule is subject to a public commeribdewhich has been extended to August 18, 20h&. HPA is expected to issue a final rule by JulyZ
As proposed, existing facilities subject to theerulould have to comply with the impingement motyatequirements as soon as possible, but in notdagsr thal
eight years after the effective date of the ruled avould have to comply with the entrainment reguoients as soon as possible under a schedule ofliaane
established by the permitting authority. PNM andSAd&te performing analyses to determine the costemipliance with the proposed rule. PNM is unableredic
the outcome of this matter or a range of the pakobsts of compliance.

Santa Fe Generating Station

PNM and the NMED conducted investigations of gasoknd chlorinated solvent groundwater contaminadietected beneath the site of the former Sar
Generating Station to determine the source of timéagnination pursuant to a 1992 settlement agreebeween PNM and the NMED.

PNM believes that the data compiled indicates okebgroundwater contamination originated from sifé sources. However, to avoid a prolonged
dispute, PNM entered into settlement agreements thie¢ NMED under which PNM agreed to install a rdiagon system to treat water from a City of SaR&
municipal supply well and install an additional mxtion well and two new monitoring wells to addrgasoline contamination in the groundwater atiante vicinity
of the site. PNM will continue to operate the remédn facilities until the groundwater meets apable federal and state standards or until suchk &mthe NME|
determines that additional remediation is not regfljiwhichever is earlier. The well continues temgpe and meets federal drinking water standafds B not able t
assess the duration of this project.

The Superfund Oversight Section of the NMED hasdoated multiple investigations into the chlorinatedvent plume in the vicinity of the site of tharmel
Santa Fe Generating Station. In February 2008, eENMite inspection report was submitted to the ERAjch states that neither the source nor exte
contamination has been determined and also stséethe source
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may not be the former Santa Fe Generating Stafioe NMED investigation is ongoing. The Companynshbie to predict the outcome of this matter.
Coal Combustion Waste Disposal
Regulation

SJCC currently disposes of CCBs consisting of flly,ottom ash, and gypsum from SJGS in the surface pits adjacent to the plant. SIGS does nataty
any CCB impoundments. The Mining and Minerals Divisof the New Mexico Energy, Minerals and NatuRgsources Department currently regulates
placement of ash at the mine with federal oversighthe OSM. APS currently disposes of CCBs in pshds and dry storage areas at Four Corners, andsells
portion of its fly ash for beneficial uses, suchaasonstituent in concrete production. Ash managemat the Four Corners plant is regulated by thA Bnd the Ne'
Mexico State Engineer's Office.

On May 4, 2010, the EPA issued a proposed rulengatkimegulate CCBs. The proposal asks for puldimment on two approaches for regulating CCBs.
option is to regulate CCBs under Subtitle C of R@RA as a hazardous waste which allows the EPAdate a comprehensive federal program for wasteagener
and disposal of CCBs. The other option is to regu@CBs under RCRA Subtitle D as a nweardous waste. This provides the EPA with théaity to develo
performance standards for waste management fasilitandling the CCBs and would be enforced primdnyl state authorities or through citizen suitstrBoption:
allow for continued use of CCBs in beneficial apations. EPA's proposal does not address the pkeof CCBs in surface mine pits for reclamatione ' EPA ha
indicated that it will work with the OSM to develdpderal regulations for placement of CCBs in miheperations. The proposed rule also states tatEPA an
OSM will consider the recommendations of the NaloResearch Council, which, at the direction of @ess, studied the health, safety, and environrheiste
associated with the placement of CCBs in U.S. caaks. The 2006 report concluded that tha¢ement of coal combustion residues in minesaasgé coal min
reclamation may be an appropriate option for tlepatal of this materialOn June 21, 2010, the EPA published the propodednihe Federal Register. The pu
comment period on the proposed rule ended Noverd®e?010. A final rule regarding waste designafimmcoal ash is not expected from the EPA before tailate
2012.

The OSM had initially drafted a CCB mine placemarie in late summer 2008, but with the therpending change in federal administration, theig@fot
Management and Budget at the White House returimedule to OSM for resubmittal under the incoming administration. An O8MB rulemaking team has be
formed to develop a proposed rule. OSM's draftmaleing schedule targets an April 2012 publicatiothie Federal Register.

PNM advocates for the ndmzardous regulation of CCBs under Subtitle D oRRCPNM is encouraged by the EPA's proposed detigiadevelop separe
federal regulations in conjunction with the OSMitent to develop regulations for mine placement@Bs. PNM believes regulatory oversight for thistterashouli
come from the OSM and state mining and mining rael#on agencies. In addition, PNM believes the sleniby the EPA to consider the conclusions ofNlagiona
Research Council study in the development of fddegulations regarding placement of CCBs in miliafj operations is a prudent one. PNM cannot poiethie
outcome of the EPA's or OSM's proposed rulemakegarding CCB regulation, including mine placemeh€&Bs, or whether these actions will have a mal
adverse impact on its operations, financial posjtar cash flows.

Serra Club Allegations

In December 2009, PNM and PNMR received a NOI ®(SRCRA Notice”)under RCRA from the Sierra Club. The RCRA Noticasvalso sent to all SJt
owners, to SJCC, which operates the San Juan Matestipplies coal to SJGS, and to BHP. Addition&MM was informed that SJCC and BHP received arsd
NOI to sue under the Surface Mine Control and Realion Act ("SMCRA") from the Sierra Club. On Ap8l 2010, the Sierra Club filed suit in the U.Sstdct
Court for the District of New Mexico against PNMNRIR, SJCC, and BHP. In the suit, the Sierra Clubgas that activities at SJGS and the San Juan k4
causing imminent and substantial harm to the enwwent, including ground and surface water in thgio, and that placement of CCBs at the San Juare
constitutes "open dumping" in violation of RCRAhé claims under RCRA are asserted with respecfd,AFPNMR, SJCC and BHP. The suit also includesnat
under SMCRA, which are directed only against SJ@@ BHP. The complaint requests judgment for théovahg relief: an injunction requiring the parti¢a
undertake certain mitigation measures with resfretiie placement of CCBs at the mine or to ceaaeephent of CCBs at the mine; the imposition oflgieinalties
and an award of plaintiff's attorney's fees andscd3n July 10, 2010, the Sierra Club filed an
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amended complaint that corrected some technicadiee€ies in its original complaint. The factudleglations remained the same. The parties have Ggoe® stay ¢
the action, which the Court entered on August 1,02 to allow the parties to try to address Si@l#b's concerns. If the parties are unable toeséi# matter, PNM
prepared to aggressively defend its position inREHRA litigation.PNM and PNMR cannot predict the outcome of thistemair the range of potential outcomes a
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 County, Arizona. PNM, alc
with SRP, APS, and EPE, owns a parcel of propentyvbich a transmission pole and a portion of asmaission line are located. The property abuts tlie River
Indian Community boundary and, at one time, mayehasen part of an airfield where crop dusting tptaice. The EPA has settled the matter with the FBRIPgas
cleanuprelated costs involving contamination from the cdysting. PNM's share of the settlement had no niah&dverse impact on PNM's financial positiorsuiés
of operations, or cash flows.

Other Commitments and Contingencies

Coal Supply

The coal requirements for SIGS are being supple8ICC, a wholly owned subsidiary of BHP. In aduditto coal delivered to meet the current needsJ&S
PNM prepays SJCC for certain coal mined but notdgditvered to the plant site. At June 30, 2011 Bedember 31, 2010, prepayments for coal, whichrededed ir
other current assets, amounted to $28.2 million®8@9 million. SJCC holds certain federal, state] private coal leases under an underground eted agreeme
pursuant to which it will supply processed coal dperation of the SJIGS through 2017. The coal ageeeis a cost plus contract. SJCC is reimbursedlfa@osts fo
mining and delivering the coal plus an allocatedipo of administrative costs. In addition, SICCaiges a return on its investment. BHP Mineralsrmational, Inc
has guaranteed the obligations of SJICC under theagyeement. The coal agreement contemplateselheed of approximately 44.2 million tons of caddiring its
remaining term, which would supply substantiallythé requirements of the SJGS through approxim&el?.

APS purchases all of Four Corners' coal requiremfrotn a supplier with a lontgrm lease of coal reserves with the Navajo Nafidre Four Corners cc
contract runs through 2016 with pricing determinesihg an escalating base-price. APS is currentlgiscussions with the coal supplier regarding [2txt6 coe
supply for Four Corners.

In 2010, PNM updated its study of the final recléioracosts for both the surface mines that pre\jopsovided coal to SJIGS and the current undergitauime
providing coal and revised its estimates of thalfreclamation costs. The estimate for decommissipthe Four Corners mine was also revised in 2853ed on tr
most recent estimates, the final costs of mineareation, net of contract buyout costs paid to SHDE reclamation payments made through June 30,, 201
estimated to be $54.5 million for the surface miaeboth SJIGS and Four Corners and $21.7 milliorife underground mine at SJGS, in future dollBiéM mad:
payments against the surface mine liability of $hilion and $2.6 million during the three and shonths ended June 30, 2011 and $0.9 million and $2llion
during the three and six months ended June 30,.284®f June 30, 2011 and December 31, 2010, didiga of $24.2 million and $25.0 million for surfaeine
reclamation and $2.9 million and $2.8 million forderground mining activities were recorded in otthefierred credits.

PVNGS Liability and Insurance Matters

The PVNGS participants have insurance for pubdbility exposure for a nuclear incident up to $1&il6on per occurrence. As required by the PriaedArsol
Nuclear Industries Indemnity Act, the PVNGS papioits maintain the maximum available nuclear ligbihsurance in the amount of $375 million, whishprovidec
by commercial insurance carriers. The remainingueg of $12.2 billion is provided through a mandaindustry wide retrospective assessment progtalosses &
any nuclear power plant covered by the programecké¢ee accumulated funds, PNM could be assessedpettive premium adjustments. The maximum assss
per reactor under the program for each nucleadéntiis $117.5 million, subject to an annual limft$17.5 million per incident, to be periodicallyjasted fo
inflation. Based on PNM's 10.2% interest in theethPVNGS units, PNM's maximum potential assessmpentncident for all three units is $36.0 millionjth ar
annual payment limitation of $5.4 million.
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The PVNGS participants maintain “all riskin€luding nuclear hazards) insurance for propeggndge to, and decontamination of, property at PVN&Gthe
aggregate amount of $2.75 billion, a substantiatipo of which must first be applied to stabilizatiand decontamination. The property damage anontminatiol
coverages are provided by Nuclear Electric Insugdrimited (“NEIL"). PNM is subject to retrospective assessments uddBIESL policies if NEIL's losses in ar
policy year exceed accumulated funds. The maximorawt PNM could incur under the current NEIL paitotals $5.8 million for each retrospective asse
declared by NEIL's Board of Directors due to los3ése insurance coverage discussed in this angréhéous paragraph is subject to policy conditiand exclusions.

Water Supply

Because of New Mexico's arid climate and periodmudht conditions, there is concern in New Mexibmat the use of water, including that used for pr
generation. PNM has secured groundwater rightsoiection with the existing plants at Reeves Statbelta, Valencia, Afton, Luna, and Lordsburg. &
availability does not appear to be an issue fosetpants at this time.

Severe drought, such as that which occurred d@ii® in the “four cornersfegion of New Mexico where SJGS and Four Cornezd@rated, can affect t
availability of these plants. In future years, dieguate precipitation is not received in the wdiedsthat supplies the four corners region, thetplaauld be impacte
Consequently, PNM, APS, and BHP have undertakeanitées to secure additional water supplies for SJGour Corners, and related mines. Since 2004, Pl
entered into agreements for voluntary sharing efithpacts of water shortages with tribes and ottegler users in the San Juan basin. The curreneegngs ru
through December 31, 2012. In addition, in the afseater shortage, PNM, APS, and BHP have reaclgedement on a longrm supplemental contract relating
water for SIGS and Four Corners with the Jica#iffache Nation that runs through 2016. AlthoughGrenpany does not believe that its operations velhiateriall
affected by the drought conditions at this timegahnot forecast the weather situation or its rimaiions, or how policy, regulations, and legiglatimay impact tt
Company should water shortages occur in the future.

In April 2010, APS signed an agreement on behathefPVNGS patrticipants with five cities to provideoling water essential to power production at 38
for the next forty years.

PVNGS Water Supply Litigation

A summons was served on APS in 1986 that requitedater claimants in the Lower Gila River Waterdted Arizona to assert any claims to water on dots
January 20, 1987, in an action pending in the Mg@cCounty Superior Court. PVNGS is located witthie geographic area subject to the summons. ABigsran:
the rights of the other PVYNGS participants to tlse of groundwater and effluent at PVNGS are padéntat issue in this action. APS filed claims thiigpute th
court's jurisdiction over PVNGS' groundwater rigated their contractual rights to effluent relatiogPVNGS and, alternatively, seek confirmation ladge rights. |
1999, the Arizona Supreme Court issued a decisiatinfy that certain groundwater rights may be aldé to the federal government and Indian tribesddition, th
Arizona Supreme Court issued a decision in 200@naifig the lower court's criteria for resolving gradwater claims. Litigation on both of these isshas continue
in the trial court. No trial dates have been sahigse matters. PNM does not expect that thisatittg will have a material adverse impact on isutes of operatiol
financial position, or cash flows.

San Juan River Adjudication

In 1975, the State of New Mexico filed an actiotitéed “State of New Mexico v. United States, et ain the District Court of San Juan County, New Me
to adjudicate all water rights in the San Juan RBgeam System. PNM was made a defendant in tigatlon in 1976. The action is expected to adjaticwate
rights used at Four Corners and at SJGS. In 20@5Navajo Nation and various parties announcedtkesent of the Navajo Nation's surface water gglan Marc|
30, 2009, President Obama signed legislation amifig the settlement with the Navajo Nation.

The United States, the State of New Mexico, and\theajo Nation have entered into a water rightfesaent agreement and the court recently annoutie

initiation of a new phase of this adjudication. @nthe terms of the settlement agreement, the Wavater rights would be settled and finally detered by entry b
the court of two proposed adjudication decreese Th
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court has ordered that settlement of the NavajaoNst claims under the settlement agreement angt efthe proposed decrees be heard first in arditgdinter se
proceeding. The Court has set a deadline of Semtedfy 2011 for interested parties to file a NOp#oticipate, and a mandatory scheduling conferémasebeen s
for October 3, 2011.

PNM's water rights in the San Juan Basin may bectdtl by the rights recognized as owned by the jdaNation in the settlement agreement, and PN
elected to participate in this proceeding. It ikmown at the present time how PNM will respondhte claims made in the proposed decrees, althdugltlaim:
recognized as owned by the Navajo Nation in théeseént agreement and the proposed decrees ceastisignificant portion of the water availablerfreources c
the San Juan River and in the San Juan Basin.

The Company is unable to predict the ultimate omte®f this matter or estimate the amount or rarigmtential loss and cannot determine the efféany, o
any water rights adjudication on the present aearents for water at SIGS and Four Corners. Fisalugon of the case cannot be expected for seyeals. Al
agreement reached with the Navajo Nation in 198&ydver, provides that if Four Corners loses a portf its rights in the adjudication, the Navajotida will
provide, for an agreed upon cost, sufficient wétem its allocation to offset the loss.

Conflicts at San Juan Mine Involving Oil and Gas Laseholders

SJCC, through leases with the federal governmenhtlae State of New Mexico, owns coal interests weétbpect to the San Juan underground mine. Cagéa
producers have leases in the area of the undergroned mine and have asserted claims against S3&@g coal mining activities are interfering wigls productiol
SJCC has reached settlement with several gas lddses and has other claimants and potential claisnd®NM cannot predict the outcome of existingudure
disputes between SJCC and gas leaseholders artbe of potential outcomes.

Complaint Against Southwestern Public Service Compay

In September 2005, PNM filed a complaint underRkderal Power Act against SPS. PNM argued that @RS for sale of interruptible energy were exive
and that SPS had been overcharging PNM for deéisesf energy through its fuel cost adjustment @gusctices. PNM also intervened in a complainteealing
brought by other customers raising similar argumealiating to SPS' fuel cost adjustment clausetioec(the “Golden Spread complaint proceedinggditionally, in
November 2005, SPS filed an electric rate caseE&®G-proposing to unbundle and raise rates chamedgstomers effective July 2006. PNM intervenethim cas
and objected to the proposed rate increase. Ire8dgelr 2006, PNM and SPS filed a settlement agreepnewiding for resolution of issues relating téesfor sales
interruptible energy, but not resolving the fuelude issues. In September 2008, FERC issued s apgroving the settlement between PNM and SPS.

In April 2008, FERC issued its order in the Gol@&pread complaint proceeding. FERC affirmed in pad reversed in part an ALJ's initial decision, ebhihnad
among other things, ordered SPS to pay refundd\fd Rith respect to the fuel clause issues. FER@ma#d the decision of the ALJ that SPS violatedfits cos
adjustment clause tariffs. However, FERC shortethedrefund period applicable to the violation o tluel cost adjustment clause issuesM and SPS have fili
petitions for rehearing and clarification of theoge of the remedies that were ordered and revefsarious rulings in the order. FERC has not yaed upon th
requests for rehearing or clarification and theya@ pending further decision. PNM cannot prediet final outcome of the case at FERC.

Begay v. PNM et al

A putative class action was filed against PNM atteeo utilities on February 11, 2009 in the Unitedt8s District Court in Albuguerque. Plaintiffs iolato be
allottees, members of the Navajo Nation, who purst@the Dawes Act of 1887, were allotted owngrshiland carved out of the Navajo Nation. Plafstifncluding
an allottee association, make broad, general &mserthat defendants, including PNM, are rightavafy grantees with rights-afray across the allotted lands and
either in trespass or have paid insufficient fewstifie grant of rights-afvay or both. The plaintiffs, who have sued theeddfints for breach of fiduciary duty, se«
constructive trust. They have also included a breafctrust claim against the United States andSksretary of the Interior. PNM and the other ddésis filec
motions to dismiss this action. On March 31, 20th@, court ordered that the entirety of the plaisti€ase be dismissed. The court did not granhifts leave t
amend their complaint, finding that they insteadshpursue and exhaust their administrative remdubésre seeking redress in federal court.
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On May 10, 2010, Plaintiffs filed a Notice of Appedth the Bureau of Indian Affairs. PNM intends participate in order to preserve its interestardimg an’
PNM-acquired rights-ofvay implicated in the appeal. As the administragyppeal process is in its initial stages, PNM campnedict the outcome of the proceedin
this time or the range of potential outcomes.

Transmission Issues

On November 24, 2009, FERC issued Order 729 appgotwo Modeling, Data, and Analysis Reliability 8dards (“Reliability Standards3ubmitted b
NERC - MOD-001-1 (Available Transmission System Cap#&piland MOD-029-1 (Rated System Path Methodolo®pth MOD-001-1 and MOD-029-require
consistent approach, provided for in the ReliabiBtandards, to measuring the total transmissipaluéity (“TTC") of a transmission path. The TTC level establi:
using the two Reliability Standards could resulaireduction in the available transmission capaaityently used by PNM to deliver generation reseamecessary 1
its jurisdictional load and for fulfilling its olgiations to thirdparty users of the PNM transmission system. PNMigaas to evaluate its transmission system unds
provisions of the two Reliability Standards and sdh with other transmission facility owners witthem PNM is interconnected to determine the impactta
capability of its transmission system. PNM is useatol predict the outcome of this matter.

During the first quarter of 2011, at the requesPhfM and other southwestern utilities, NERC adviaktransmission owners and transmission serviogigers
that have selected the MOD-029methodology that, while they were still expectedbe compliant with the standard on April 1, 20NERC has delayed t
implementation for "Flow Limited" paths only, ungich time as a modification to the standard caddweloped that will mitigate the technical coneeidentified b
the transmission owners and transmission servicegers.

On April 20, 2010, Cargill Power Markets, LLC (“Qgit") filed a complaint with FERC, asserting that PNM noyeerly processed its transmission ser
queue and unfairly invalidated a transmission servequest by Cargill. On July 29, 2010, FERC idsare order and established a schedule for heandgettlemel
procedures. In its order, FERC determined that PiNid improperly invalidated a single Cargill transsin service request submitted on February 218 200 se
the issue for hearing to determine an approprixteedy. However, the hearing is being held in abegdry FERC to provide time for settlement negatiagiunder tr
oversight of a FERC settlement judge. On Septer2@er2010, FERC granted rehearing for further carsition. On January 13, 2011, PNM and Cargill fig
settlement agreement with FERC in which PNM agreepay Cargill $0.2 million and put Cargill's tramission service request back into the queue. Ttiesen
also left Cargill's and PNM's rehearing requestplate before FERC. One intervenor in the procegtials contested the settlement. The settlemenejtefgprted t
FERC that the settlement is contested. The settieradefore FERC for its consideration. FERC haisyet acted upon the requests for rehearing desent. PNN
is unable to predict the final outcome of this reattt FERC.

(10) Regulatory and Rate Matters

Information concerning regulatory and rate mattersontained in Note 17 of Notes to ConsolidatemaRtial Statements in the 2010 Annual Reports am
10-K.

PNMR
First Choice Request for ERCOT Alternative Dispute Resolution

In June 2008, First Choice filed a request forraliéve dispute resolution with ERCOT alleging tERCOT incorrectly applied its protocols with resp&
congestion management during the first quarter0®82 First Choice requested that ERCOT resolvedibgute by restating certain elements of its fipgsarter 200
congestion management data and by refunding td Ehsice allegedly overstated congestion manageicteanriges. The amount at issue in First Choicelsatar
only be determined by running ERCOT market modéth worrected inputs but First Choice believes tiat amount is significant. ERCOT protocols provitle
ERCOT will notify potentially impacted market paipants and subsequently consider the merits st Eihoice's allegations. PNMR is unable to pretfietoutcom
of this matter.
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PNM
Emergency FPPAC

In 2008, the NMPRC authorized PNM to implement anekgency FPPAC from June 2, 2008 through June 809.2The NMPRC order approving
Emergency FPPAC also provided that if PNM's basel Igenerating units did not operate at or abovpegiied capacity factor and PNM was required téaoi
replacement power to serve jurisdictional custome@NM would be required to make a filing with th#IRRC seeking approval of the replacement powerschstits
required filing, PNM stated that the costs of taplacement power amounting to $8.0 million weredpnily incurred and made a motion that they be apa. Thi
NMPRC staff opposed PNM's motion and recommendatRNM be required to refund the amount collecfadditors selected by the NMPRC found that PNM
prudent in operating its base load units and iuseg replacement power but had not obtained pdBIPRC approval in the manner required by the NMRR@er
PNM continues to assert that its recovery of regfaent power costs was proper and did not violaaeNMPRC's order. The NMPRC has not ruled on thigenalf
the stipulation in the 2010 Electric Rate Caseuised below is approved by the NMPRC, the panti¢kd stipulation, including the NMPRC staff, waintly reques
that the NMPRC take no further action in this nmagiied close the docket. PNM is unable to predietdhtcome of this matter.

Renewable Portfolio Sandard

The REA was enacted to encourage the developmemnefvable energy in New Mexico. The act establishenandatory RPS requiring a utility to acqui
renewable energy portfolio equal to 5% of retaflcglic sales by January 1, 2006, increasing to b§%011, 15% by 2015, and 20% by 2020. The NMPR{bires
renewable energy portfolios to be “fully diversdfebeginning in 2011 when no less than 20% of thewsibée portfolio requirement must be met by windrggenc
less than 20% by solar energy, no less than 10%thwr renewable technologies, and no less than byp%istributed generation. The act provides foeamnline
proceedings for approval of utilities' renewablemrgy procurement plans, assures utilities recoeémosts incurred consistent with approved procengnplans ar
requires the NMPRC to establish a RCT for the prexient of renewable resources to prevent excesests being added to rates. The NMPRC has esteblstRC
for 2011 of 2% of all customers' aggregated ovenatiual electric charges that increases by 0.258%ally until reaching 3% in 2015.

In August 2010, the NMPRC partially approved PNKk&gised 2010 procurement plan, including PNM's gtreent in 22 MW of solar PV facilities at varic
PNM sites and the construction of a satsrage demonstration project. The NMPRC cappealvezable costs at a maximum of $107.7 million. Urttie REA, cos!
incurred pursuant to and consistent with an appatquecurement plan are deemed to be reasonableeanderable in the ratemaking process. Construaifdhes:
facilities is underway, the first 7 MW of solar R¥ére in service at June 30, 2011, and PNM antiegpttat all 22 MW will be in service by December 3@11. PNN
anticipates requesting recovery of these costs frestomers through a rate rider. See 2010 EleRaite Case below.

On July 1, 2010, PNM filed its renewable energycprement plan for 2011. The 2011 plan proposegtheurement of 250,000 MWh of RECs from ana
New Mexico public utility for compliance with themewable portfolio standard in 2011. On Octobe2,0, the NMPRC issued an order rejecting PNM's [t
2011 as incomplete because certain planning assumspised in the plan were found to be outdated,oadered PNM to file a new plan within 60 days. Decembe
6, 2010, PNM filed a revised 2011 plan that propopmcurement of 423,860 MWh of wind generated RHiLg not the associated energy, from various bg
selected through a RFP process at a total cosp db1$5.5 million. The RECs would be retired for RBompliance for 2011. The plan, as amended, réegie
variance from the diversity requirements for s@lad certain “other resourcefsir 2011 based on the RCT and availability conatsaiA public hearing on the plan v
held in April 2011. On June 2, 2011, the NMPRC éban order that rejected PNM's proposal to proaimd RECs and directed PNM to use its best effartsrocur:
wind energy and associated RECs for 2011 compliabe NMPRC granted PNM a variance from the resouiversity requirement conditioned upon P
including in its 2012 procurement plan a propobkat tvould meet the diversity requirements by Apri013. On July 1, 2011, PNM filed a motion fohearing base
on the NMPRC's disapproval of the use of RECs tetrttee RPS requirements, the requirement that PNt ithe diversity requirements without explicitagnitior
of potential RCT constraints, the failure of thedi order to adopt language concerning the relakigmof the billing system modifications to therthparty provide
amendments to the Public Utility Act, and other i@ The NMPRC staff and NMIEC also filed motidies rehearing on the issue of the use of RECs fBE
compliance. The NMPRC granted rehearing on July2041 and took under advisement the issues raistietirehearing motions. PNM cannot predict theaue o
this matter.
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On April 6, 2011, PNM issued a RFP for renewablergn and RECs of up to 360,000 MWh annually. Prafsosvere due on June 10, 2011 and PN
currently analyzing the proposals received. PNM usk these proposals to develop its plan for canpé with the RPS in 2012-2014.

On July 1, 2011, PNM filed its Renewable Energytftio Procurement Plan for 2012. The plan requegigroval of a proposed portfolio and the costs$
would be incurred under that portfolio of approxtelg $20.3 million in 2012. The proposed portfolionsists of existing resources and proposes these
procurements. The plan requests a variance frorRBt® due to RCT limitations and also requests @mnee from the RCT to allow PNM to continue to pree REC
from retail customers under PNM's Solar REC InaenBrogram and to procure a small number of RE@=s f& new hydroelectric resource to be developeithd\City
of Santa Fe. The plan is diversity compliant basedhe reduced RPS, except for non-wind/sofar resources, which are not currently availalieaddition to th
proposed procurements and requested variancegldhedescribes two other portfolios: one that woldd fully compliant with the RPS and a second thatld
comply with both the full RPS and the diversity uegments for wind, solar, and distributed generatEach of these portfolios is more costly tharlVPNpropose
portfolio and the plan does not request approv#hef since they would exceed the RCT. PNM canredipt the outcome of this matter.

NMPRC Rulemaking on Disincentives to Energy Efficiency Programs

The NMPRC approved amendments to its energy efffigieule on April 8, 2010 to be effective May 3,120 The amended rule allows electric utilities odiexct
rate adders of $0.01 per KWh for lifetime energyisgs and $10 per kilowatt for demand savings eelatio energy efficiency and demand response pra
beginning in 2010. The amended rule also requingdstorewned electric utilities to make filings by July 2010 that proposed rate design and ratemakingume=
to remove regulatory disincentives or barriersdbieve energy efficiency savings. PNM includedpitsposals in the 2010 Electric Rate Case desctieéulv. In thi
stipulation in the 2010 Electric Rate Case, PNMeagdrthat any such disincentives would be deemerksasield under the new rates proposed in the stipulainde
the amended rule, after such measures becomeieffeitte rate adder for energy saving is reduce®Dt005 per KWh. The NMAG and NMIEC appealed the RRC
order adopting the amended rule to the New Mexigpr&me Court and subsequently moved the court &iay of the NMPRC order, which was denied. The
Mexico Supreme Court issued an opinion on July2®2.1 annulling and vacating the NMPRC's final orgigproving the rule amendments and remanded thiemte
the NMPRC for further action in accordance with dpeénion. The appellees have until August 11, 2@l dequest rehearing. PNM cannot predict the ulignmaitcom
of this matter.

On May 5, 2010, PNM filed proposed tariffs undez #tmended rule to recover a rate adder relate@16 &fficiency programs. PNM proposed to recovep
million over a twelvemonth period following NMPRC approval. The stafftbé NMPRC filed testimony recommending the recgwarnot more than $4.2 million.
public hearing was held on September 14, 2010 hed\tMPRC issued an order on November 29, 2010 amihg recovery of $4.2 million over 12 months. P!
implemented a rate rider to recover the $4.2 nnilli@ider on December 29, 2010. The final order en”RNM 2010 Energy Efficiency Application describaelon
extended the recovery period from 12 to 18 morifhihie opinion issued by the Supreme Court on A1ly2011 is not reheard and changed, PNM will leipdec
from continuing this rate rider. Of the $4.2 mitliauthorized for recovery, $1.9 million had beelemed as of June 30, 2011.

2010 Energy Efficiency Application

On September 15, 2010, PNM filed an energy efficyeprogram application for programs to be offeregibning July 1, 2011. PNM requested revisior
existing programs, revisions of estimates of pgdton and expenditure levels, approval of reviggdgram cost recovery tariff riders, and approoé
disincentive/incentive adders for 2011 energy &fficy and demand response programs. The total antleainPNM proposed to recover through the tardérs wa
$32.9 million, which included the 2010 programs exddiscussed above. Based on testimony filed bgrashrties, PNM accepted certain modificationshelan th
effect of which was a revised proposed recoverywarhof $31.4 million. A public hearing was held february 2011. The NMPRC issued a final order are 28
2011 that rejected the plan modifications propobgdPNM and ordered modifications to some programghie original plan. The final order also adopte
recommendation by the NMPRC staff that the incentidder rates of $0.005 per kWh and $10 per KW gweg by PNM be reduced to $0.002 per kWh and ¢
kW. The final order also deferred consideratiorceitain issues relating to the recovery of pasgmm costs, including whether PNM's demand resppnsgram
comply with statutory requirements, to a separabegeding on PNM's 2010 Annual Electric Energy d&éincy
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Report. The final order approved a rider recovenpant of $22.8 million, including adder revenues$éf7 million. The adder revenues include $1.9iomillof 201(
efficiency programs discussed above that will rmtenbeen collected as of July 27, 2011, the effeaate for the new rider rate approved by the NKZPRhe ne\
rider rate of 3.018% was effective with bills reretd July 27, 2011 and PNM anticipates making eh&urteduction in the rider rate resulting from Sigreme Cou
decision in the disincentive rulemaking discusdeava.

On April 1, 2011, PNM filed a reconciliation of eqg efficiency program costs and collections asDetember 31, 2010. Included in this filing was
adjustment of the adder amount to reflect the nrealsand verified savings for 2010 program partiggeain its 2010 Annual Electric Energy Efficien&eport, als
filed April 1, 2011. PNM proposed an adjustmenthe energy efficiency rider to recover an undellected balance of $2.6 million. The new enerfficiency ridel
rate, adjusted for the under collected programscastl adjusted savings, would be increased from124to 2.839%. After requesting additional inforraatfrom
PNM concerning program costs, the NMPRC suspenigegitoposed adjusted rates for 180 days commeicigay 1, 2011. The NMPRC concluded that son
the program costs exceeded approved budgets aednileed that an evidentiary hearing should be heltbnsider PNM's recovery of ovbudget program costs &
certain adder amounts and whether sanctions sHmilohposed on PNM. In June 2011, PNM and the NMPRRLGf reached agreement on issues raised t
reconciliation filing and the NMPRC's suspensiodesr Under the agreement PNM would be permittedvexy of substantially all of its program costs amblld no
be subject to any sanctions. PNM and the NMPRQ Btafe filed testimony supporting the settlemera. pérty has filed testimony in opposition. In a ttieg held ir
July 2011, although no party raised the issue,Hearing Examiner questioned the reconciliation 802 Energy Efficiency Plan costs. He identified tsost
approximately $1.4 million which may have exceedddPRC-approved budgets by more than 25% and for which RRIRapproval should have been obtai
Because the issue had not previously been raigedate PNM until August 4, 2011 to file contraryidmnce. PNM's filing asserts that the cost overramsnot &
great as the Hearing Examiner calculated, thattsts were incurred for the provision of ceffective energy efficiency programs, and that teaguld be deem:
approved. PNM is unable to predict the outcoméisf inatter.

Investigation on Establishing a Policy Linking Utility Earnings to Quality of Customer Service

On May 28, 2009, the NMPRC ordered an investigatmronsider the development of a service quahigentive mechanism for utilities in New Mexi
including PNM. The parties were to look at qualifyservice mechanisms established in other NMPRIersr as well athe mechanisms that have been impleme
in other states. Following a workshop process,Hiearing Examiner filed a report concluding thatgem circumstances do not warrant the implememtatfoz
performance based ratemaking mechanism to eitheardeor penalize utilities for quality of servidastead, the report recommended that utilitiesdspiired to file
certain customer service reports annually for @elgear period commencing in 2011. The NMPRC issuedraer on March 24, 2011 requiring utilities toe
annually reports as recommended in the Hearing hexta report. These reports are to be filed arysl June 30 of 2011, 2012, and 2013. PNM maddirit¢
annual compliance filing on June 24, 2011.

Rates for Former TNMP Customers in New Mexico

PNM serves the former New Mexico customers of TNWINMP-NM” or “PNM South”) under rates approved by the NMPRC in its orderagpg PNMR"
acquisition of TNMP. Under that order, rates chdrge TNMPNM customers were set through December 31, 2010aiuary 2009, the NMPRC directed PNM
estimate the revenue requirement increase thatdlmiteflected in a TNMRIM rate application for rates effective January RORNM estimated that the rate incre
could be between 40% and 56% depending on fuescisApril 2009, the NMPRC directed PNM, the NMPRtaff, and other parties to attempt to reach cosis
on ways to mitigate the impact of this potentideracrease and appointed a mediator. Mediatiomdtdesult in an agreement. On May 25, 2010, tMPRC issue
an order directing PNM and the NMPRC staff to féstimony addressing certain matters related to altscation. A hearing was held in December 20h0April
2011, the NMPRC issued an order that consoliddiexidase with the pending 2010 Electric Rate Caseudsed below. PNM cannot predict the outcomehis
matter.

2010 Electric Rate Case
PNM filed its 2010 Electric Rate Case applicatiothvthe NMPRC on June 1, 2010 for rate increaseslfd®NM retail customers to be effective April2011
The application proposed separate rate increasehdee customers served by PNM (“PNM Nortptjor to its acquisition of TNMP and for the custers formerl

served by TNMP (“PNM South”). The proposed
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total increase of $165.2 million represented a 22&ease for PNM North and a 20% increase for PNMtS. The filed revenue requirements were baseal forure
test period ending December 31, 2011. If the NMRiR€e to grant the entire relief requested, PNM psag to implement the increase in two steps. Phageulc
have become effective April 1, 2011 (PNM North: $million, 16%; PNM South: $8.7 million, 14%), caPhase 2 would have become effective January 112
(PNM North: $41.7 million, 6%; PNM South: $3.6 nolh, 6%). PNM also proposed to implement a FPPACPM South. This is the first rate case filingNew
Mexico proposing a future test year consistent wéitent amendments to the Public Utility Act. ThHEIRRC initially suspended the rates until April D14. On Jul
27, 2010, in response to motions filed by the NMP&E&ff and other parties, the NMPRC determined ®ldM's rate filing was incomplete, ordered PNM
supplement its rate application, directed thatsiipension period not begin to run until PNM's egiplication was made complete, and extended thgesision peric
by one month. PNM believed that the order was @was both in its assessment of the completeneBNbf's filing and in its application of the govergifega
standards. On August 5, 2010, PNM supplementedtéscase application in conformance with the NMRREder and also petitioned the New Mexico Supr&woier
requesting the Court to vacate the NMPRC's July2PZ0 order and for other equitable relief. The r8ope Court denied PNM's petition on September 03021Ir
October 2010, PNM began meeting with the NMPRCf stiadl other parties to discuss settlement. To actodate these settlement discussions, the Heariagbe
and the NMPRC issued orders revising the hearihgduide and extending the suspension period.

On February 3, 2011, PNM, NMPRC staff, NMAG, NMIEEBCWUA, Buckman Direct Diversion Board, and thetyCof Alamogordo, New Mexico enter
into a stipulation that, if approved by the NMPR@uld have resolved all issues in the 2010 Ele®ate Case and provided a rate path for PNM thr@ad8. Othe
parties filed statements opposing the stipulatibimis stipulation, which reflected some aspects difitare test year, was subject to approval of théPRC. The
stipulation would have allowed PNM to increase sdig $45.0 million immediately following approvaiéby an additional $40.0 million beginning Januar2012
The proposed rates were designed so that PNM Nadtomers and PNM South customers would have the parcentage increase. The PNM South customerisl
also be covered by the same FPPAC that is utifiaethe PNM North customers. In addition, subjecturther NMPRC approvals, PNM would be able tooresr the
costs associated with NMPRC approved renewableggm@ocurement plans through a rate rider begindirlg 1, 2012 or twelve months after the effectiate of th
new electric rates and would also be able to impleina separate rate rider in 2013 to recover wgntadditional $20.0 million to cover changes implelated rat
base between June 30, 2010 and December 31, 2RMsPext general rate adjustment could not go é@ifect before January 1, 2014, except that PNMdcble for
recovery of costs to comply with any federal otestanvironmental law or requirement effective aftene 30, 2010. In addition, the stipulation wdirtt the amour
that could be recovered on an annual basis fordosgls, renewable energy costs, and energy efigieasts during the period covered by the stipoitatRecovery ¢
costs in excess of the limits would be deferredcfatection, without carrying costs, to future mets. If the stipulation was approved, PNM wouldefyw collection ¢
$10.0 million of the undecollected amount in the FPPAC balancing accout gulatory disallowance. On February 22, 201d NMPRC issued an order requir
PNM to agree to extend the suspension period fadalitional three months from August 10, 2011 asradition for going forward with hearings on thigstation, ir
order to accommodate the procedural schedule thatdabe needed if the stipulation was not ultimatgbproved. PNM gave notice to the NMPRC on Felyr@ar
2011 that it agreed to extend the suspension pemditl November 10, 2011. On March 17, 2011, PNMdia request for interim rates to go into effect\ay 15
2011, which was denied by the NMPRC. Several pafiied testimony in opposition to the stipulatigvipublic hearing on the stipulation was held inyV2D11. Th
hearing examiner issued a Certification of the 8&pon on June 21, 2011. The hearing examinermetended approval of most of the terms of the stifporh
including the $85 million rate increase, the impéaration of the increase in two phases, the matetoon rate changes through December 31, 2013hkcation o
PNM North rate schedules to all New Mexico cust@snand approval of a consolidated fuel clause. fidaging examiner, however, recommended disapp il
capital additions rider and the proposed residerdta design. PNM and other parties filed excepgito the Certification of the Stipulation. As dissed in Note 16,
August 8, 2011, the NMPRC issued a final order thatvides for a $72.1 million rate increase andpsioapproves, and accepts the stipulation witter
modifications.

2011 Integrated Resource Plan

NMPRC rules require that investor owned utilitide fan IRP every three years. The IRP is requiceddver a 20 year planning period and must corda
action plan covering the first four years of thatipd. In its most recent IRP, which was filed aityJ18, 2011, PNM indicated that it planned to miéetanticipate
load growth through a combination of new naturasfijed generating plants, renewable energy resourcesl management, and energy efficiency progr
However, PNM has not entered into any commitmeagsirding these plans beyond what is otherwise itbestherein. As required by NMPRC rules, PNM uéitiz
public advisory group process during the developgroéthe 2011 IRP. Unless a protest demonstratiegheed
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for a hearing is filed within 30 days of that datee NMPRC is authorized to accept the plan witteotiearing. If the NMPRC does not act on the IRfhiwi45 day
after the filing of the IRP, the IRP is deemed g@ted as compliant with the rules. PNM is unablpredict the outcome of this matter.

Transmission Rate Case

On October 27, 2010, PNM filed a notice with FERdrtcrease its wholesale electric transmissionmage by $11.1 million annually and revise certajpet
Access Transmission Tariff provisions andldteral contractual terms. If approved, the raieréase would apply to all of PNM's wholesale eledransmissio
service customers, which include other utilitielgectric cooperatives, and entities that use PNM's transmissystem to transmit power at the wholesale levidle
proposed rate increase would not impact PNM'slretstomers. On December 29, 2010, FERC issuedder accepting PNM's filing and suspending the psex
tariff revisions for five months. The proposed sateere implemented on June 1, 2011, subject tmmdef@BNM and other parties to the case have engagssttiemer
discussions and will continue the negotiation pssagnder the settlement judge procedures. PNMablarto predict the outcome of this proceeding.

TNMP
TNMP Competitive Transition Charge True-Up Proceeding

The purpose of the trugp proceeding was to quantify and reconcile thewarhof stranded costs that TNMP may recover, a3 @,@rom its transmission a
distribution customers. A 2004 PUCT decision essaleld $87.3 million as TNMP's stranded costs. TNviB other parties made a series of appeals onuling.rOr
June 24, 2011, the Texas Supreme Court denieattiloms for review pending in the case. The decisejects the argument that TNMP's stranded canbe shou
be zero. It also denied TNMP's request to remaaccétse in order to present further evidence ohded costs that the PUCT previously refused toidensTNMF
filed a motion for rehearing on July 11, 2011 resjirgy the Texas Supreme Court to reconsider itssii@con TNMP's request to present additional steahcosts. N
other party filed a motion for rehearing. TNMP isable to predict the ultimate outcome of this nratte

Interest Rate Compliance Tariff

Following a revision of the interest rate on TNMEEC, TNMP filed a compliance tariff to implemehetnew 8.31% rate. TNMP's filing proposed to pe
new rates into effect on February 1, 2008. Inteoverasserted objections to the compliance filingCF staff urged that the PUCT make the new ratecgffe as ¢
December 27, 2007 when the PUCT's order estabgjstie correct rate became final. After regulatorgcpedings, the PUCT issued an order making the na¢e
retroactive to July 20, 2006. TNMP filed an appefathis order in the District Court in Austin, TexaA hearing was held on June 17, 2010. On Jun@H), th
District Court reversed the PUCT decision and reseaithe matter back to the PUCT for a determindtia is not retroactive. The PUCT and other paréippeale
the decision to the Texas®Court of Appeals and presented oral argument orcMag, 2011. On May 12, 2011, thé&' 8ourt of Appeals issued its opinion rever:
the District Court and reaffirming the PUCT's démis TNMP filed its petition for review with the Xas Supreme Court on July 27, 2011. TNMP is unttbfgredict i
the Texas Supreme Court will review the decisiotherultimate outcome of this matter. However, thuthe decision of the Texas“@Court of Appeals, TNMP is 1
longer able to assert that it will ultimately becsessful in overturning any ruling that the effeetdate should be prior to December 27, 2007. Atingty, TNMF
recorded a regulatory disallowance of $3.9 millibefore income taxes, in the three months ended 30n 2011 to reflect the impact of applying th8186 rat
retroactively.

Advanced Meter System Deployment and Surchar ge Request

On May 26, 2010, TNMP filed a request with the PUt@Tapprove TNMP's proposed advanced meter deployridée filing also requested a surcharg
collect $157.9 million in costs over 12 years, imthg recovery of capital expenditures of $70.6limil Due to changes in the tax law, TNMP filed glgmente
testimony on February 16, 2011 to reflect the éffet the bonus depreciation, a new WACC, and athanges. The filing amended the requested surehargollec
$126.1 million, including capital expenditures of@2 million incurred through 2015. On May 18, 201e parties announced a settlement that pernhfgiF tc
collect the costs of a $113.3 million advanced meeployment. The settlement approves a lower degloyment due principally to the removal of anams
management system from TNMP's proposal. The sedtiewas approved by the PUCT on July 8, 2011. Tied brder will permit TNMP to begin collection @
surcharge on August 11, 2011 in order to collect
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a total of $113.3 million in costs over 12 years.
2010 Rate Case

On August 26, 2010, TNMP filed with the PUCT fo$20.1 million increase in revenues, requesting tieat rates go into effect on October 1, 2010. ¢
request, TNMP also asked for permission to updatedtastrophe reserve fund that would be utiltzegay for a utility system's costs in recoveringni nature
disasters and acts of terrorism. Additionally, TNk&guested a rate rider to recover costs to st@medm its system. On November 8, 2010, the presidin) severe
the rate case expense issues into a separate girggeeln December 2010, the parties announced éoAth] that a settlement had been reached in the aad
stipulation supporting the settlement was filede ettlement provided for a revenue requiremernease of $10.25 million, a return on equity of P%%, and
hypothetical 55%/45% debt-equity capital structdiiee PUCT approved the settlement on January 2I71.ZINMP implemented the new rates on Februar112

2010 Rate Case Expense Proceeding

The determination of the amount of reasonable cage expenses incurred by TNMP and other partidNMP's 2010 Rate Case was severed into a se
proceeding. On January 26, 2011, the ALJ set aepiwral schedule requiring the parties who partieigpan the 2010 rate case to file testimony suppgrtheil
respective incurred expenses. The parties agreadéttlement of the case, which was approved &@PtHCT on May 26, 2011, allowing TNMP to collect&illion
over three years beginning July 1, 2011.

Remand of ERCOT Transmission Rates for 1999 and 2000

Following a variety of appeals, the ERCOT transioisgates approved in 1999 and 2000 were recertiyanded back to the PUCT. The issues relev:
TNMP are addressed in three separate docketshbse tproceedings are expected to be heard joifithese dockets concern the recalculation of raieshe fourtl
quarter of 1999 and all of 2000 to correct opayments made by certain market participants aadebovery of additional, undetermined transmissiosts by Cit
Public Service Board of San Antonio. TNMP canneadict the potential range of outcomes or the ultinctcome of this matter.

Energy Efficiency

On April 29, 2011, TNMP filed an application for mpval of its 2012 energy efficiency programs aaduested recovery through an energy efficiency
recovery factor. TNMP estimates the costs of its26nergy efficiency programs to be $4.4 milliorl aequests to collect this amount based on a pstomer charc
over 12 months. Additionally, as permitted by tHéd™ rules, TNMP's request includes a bonus cobectimount of $0.3 million due to the fact thatd&l0 energ
efficiency programs exceeded the performance galby the PUCT. On June 23, 2011, the PUCT isawgplemental preliminary order clarifying thatta& cost
totaling $0.4 million that, due to a PUCT rule cganTNMP expects to incur during its current 20tdgpam should be considered in its energy efficye2@12 filinc
and not in the current proceeding. On August 2,120NMP and the other parties announced a settleofethe material issues in this matter. The settlet allow:
TNMP to collect the $0.3 million bonus for 2010 aestimated 2012 program costs of $3.4 million eetd,Sor good cause, TNMP's 2012 demand savingsagdat
MW instead of the 5.9 MW goal that would otherwéggply. The settlement does not alter the curref€Pénergy efficiency rules permitting recoveryaofy under-
collection that might exist after the 2012 progrpear.

Periodic Rate Adjustment
On May 28, 2011, the Governor of Texas signed ®eBdt 1693, which will allow for an annual periadiate adjustment to reflect changes in investmia
distribution assets. To implement the new statiie, PUCT opened a ruleaking proceeding. A proposed rule was publishethbyPUCT in the Texas Register

July 22, 2011. Comments to the new rule are duaugust 8, 2011 with reply comments due on August2 1. If requested, a public hearing may be baldugus
15, 2011.

64




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

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

(11) Optim Energy

Information concerning Optim Energy is discussedNiote 22 of Notes to Consolidated Financial Statsién the 2010 Annual Reports on Form KO
January 2007, Optim Energy was created by PNMRE®dV, a wholly owned subsidiary of Cascade, toesexpanding U.S. markets, principally the areafenfa:
covered by ERCOT. PNMR and ECJV each have a 5@&peownership interest in Optim Energy, a limitedbility company.

Impairment Considerations

Beginning in 2009 and continuing throughout 201@ti@ Energy was affected by adverse market conati@rimarily low natural gas and power prices
addition to these adverse market conditions, reposales of electric generating resources withen BERCOT market area were transacted at prices Kpérof
generating capacity) that were substantially betber amounts recorded for the electric generatirgtpl underlying PNMR' investment in Optim Energy. Uni
GAAP, these factors were indicators of impairmdsait required an impairment analysis to be perforime@®NMR of its investment in Optim Energy as ofcBmbe
31, 2010. PNMRS analysis indicated that its entire investmer®ptim Energy was impaired and PNMR reduced theygagrvalue of its investment in Optim Ene
to zero at December 31, 2010. In accordance witRBAPNMR has not recorded losses associated vatmviestment in Optim Energy in 2011 as PNMR he
contractual requirement or agreement to provider®ginergy with additional financial resources.

As a result of the adverse market conditions dbedriabove, PNMR (in collaboration with Optim Enemgyd ECJV) has been assessing various stri
alternatives relating to PNMR’ownership interest in Optim Energy. PNMR has aotmctual requirement or agreement to provide @®#nergy with addition.
financial resources and, as of the date of thisnte®NMR does not anticipate making additionaltdbmtions to Optim Energy. The strategic altermatprocess
ongoing and no decisions have been reached.

Operational Information

Optim Energy has a bank financing arrangement ¢lpires on May 31, 2012, which includes a revolMimg of credit. This facility also provides for itk
letters of credit to be issued as credit supparcéstain contractual arrangements entered int®@pym Energy. Cascade and ECJV have guaranteednriergys
obligations on this facility and, to secure OptimeEgy’s obligation to reimburse Cascade and ECJV forpayments made under the guaranty, have a firsolieal
assets of Optim Energy and its subsidiaries.

In January 2010, Optim Energy entered into one-yleating-tofixed interest rate swaps with an aggregate notiamaunt of $650.0 million. The effect
these swaps was to convert $650.0 million of boimg® under Optim Energy’s credit facility from artérest rate based on the anenth LIBOR rate to a fixed rate
1.33% through January 7, 2011, exclusive of loaargpoty fees. These swaps were accounted for asfloashedges.

PNMR has no commitments or guarantees with regpe@ptim Energy.
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Summarized financial information for Optim Energyais follows:

Results of Operations

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

2011 2010 2011 2010
(In thousands)

Operating revenue $ 77,318 $ 86,87 $ 151,24¢ $ 192,46"
Cost of energ' 54,90¢ 61,23t 112,87! 138,53:
Gross margin 22,407 25,63¢ 38,37: 53,93:
Non-fuel operations and maintenance expenses 9,40¢ 6,45( 18,65: 16,97(
Administrative and general expen: 6,35¢€ 4,94+ 13,29: 10,55¢
Depreciation and amortization expel 13,12¢ 12,85: 24,73¢ 24,90¢
Taxes other than income t 2,341 3,16- 4,717 6,59¢
Operating income (los (8,830 1,772 (23,027 (5,09¢)
Interest charge (3,98)) (4,667) (7,965) (9,339
Other income (deduction 19t 2 263 66
Earnings (loss) before income taxes (12,616 (6,437) (30,729 (14,369
Income taxe&’ 94 36 141 68

Net earnings (loss) $ (12,710 $ (6,469 $ (30,870 $  (14.43)
50 percent of net earnings (lo: $ (6,355 $ (3239 $ (1543%) $ (7,216
Amortization of basis difference in Optim Enel — (624) — (999)
Post-impairment loss not recorded under GAAP 6,35¢ — 15,43t —
PNMR equity in net earnings (loss) of Optim Energy ~ $ — (3,85 $ — §$ (8,210

M Represents the Texas Margin Tax, which is consitlareincome tax under GAAP.

Financial Position

June 30, December 31,

2011 2010
(In thousands)

Current assel $ 102,85: $ 105,41:
Net property plant and equipme 908,66t 924,35
Other lon¢-term assets 112,19¢ 120,89

Total assets 1,123,71: 1,150,66.
Current maturities of lor-term debt 717,00( —
Other current liabilitie: 52,22( 50,22¢
Long-term debt — 717,00(
Other lon-term liabilities 9,397 7,51¢

Total liabilities 778,61 774,74:
Owner¢ equity $ 345,09t $ 375,92(
50 percent of owne’ equity $ 172,54¢ $ 187,96(
PNMR basis difference in Optim Energy 19z 216
Impairment of equity investment in Optim Energy (188,176 (188,17¢)
Post-impairment loss not recorded under GAAP 15,43 —

PNMR equity investment in Optim Energy $ — $ =
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Revenue related to power sales and purchasedusi@ttnet in operating revenues. Costs relatedebpfurchases and sales are recorded net in ceseody.

PNMR had a basis difference between its recordedstment in Optim Energy and 50 percent of Optinergy’'s equity resulting from Optim Energy’
acquisition of the Twin Oaks plant from PNMR in Z00"he portion of the basis difference relateddatract amortization ended in 2010 and other hdiffisrences
including a difference related to emission allowesithat would have continued through the life & Tiwin Oaks plant, were taken into account in thedirmen
discussed above. The basis difference adjustmeatlate above relates mainly to contract amortizatioith insignificant offsets related to the othemor basi:
difference components.

Optim Energy individually valued each asset antiliiz of the Twin Oaks plant acquired from PNMRdathe acquisition of Cogen and initially recordaeért
on its balance sheet at the determined fair vdtoeboth transactions, this accounting resulteahiortization since contracts acquired were out afket and emissic
allowances, while acquired from government progravitbout cost to Optim Energy, had market valueti@Energy recorded amortization of contracts aeio
$3.7 million and $7.3 million for the three monttisd six months ended June 30, 2011 and $4.2 milimh$8.2 million for the three months and six nhenénde
June 30, 2010, which decreased operating reve@yesn Energy also recorded amortization expenserission allowances of $1.6 million and $4.1 millir the
three months and six months ended June 30, 201$&8dmillion and $2.6 million for the three montiisd six months ended June 30, 2010, which incteasst o
energy.

Optim Energy has a hedging program that variemptgiven time depending on current market conditiand other factors. Optim Energy has designs
long-term power and steam contract as a normal saler AAP. At June 30, 2011, all other transactiorns @esignated as economic hedges that are requoires
marked to market.

(12) Related Party Transactions

PNMR, PNM, TNMP, and Optim Energy are considereldteel parties as defined under GAAP. PNMR Servicesmpany provides corporate service
PNMR, its subsidiaries, and Optim Energy in accoogawith shared services agreements. There isaadswvices agreement for Optim Energy to provideices tc
PNMR. Additional information concerning the Companyelated party transactions is contained in NGtef2Notes to Consolidated Financial Statementsén2011(
Annual Reports on Form 10-K.

See Note 11 for information concerning Optim Enerfjiye table below summarizes the nature and amafurglated party transactions of PNMR, PNM,
TNMP:

Three Months Ended Six Months ended
June 30, June 30,
2011 2010 2011 2010
(In thousands)

Electricity, transmission and distribution relatstvices

billings:

TNMP to PNMR $ 9,59¢ $ 9,63t $ 18,41: $ 19,22
Services billings:

PNMR to PNM 24,73 21,91: 46,16¢ 43,57t

PNMR to TNMP 7,372 5,80« 13,95¢ 12,29:

PNM to TNMP 16C 17¢ 287 27¢

TNMP to PNMR 44 93 97 214

PNMR to Optim Energy 1,40¢ 1,371 2,80¢ 2,80¢

Optim Energy to PNMR 9 33 19 51
Income tax sharing payments:

PNMR to PNM — 35,19( — 35,19(
Interest charges:

TNMP to PNMR 26 10z 28 18t

PNM to PNMR 8 — 36 —

PNMR to PNM 32 — 64 —
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(23) Jointly-Owned Electric Generating Plants

Information concerning Jointipwned Electric Generating Plants is discussed iteNd@d of Notes to Consolidated Financial Statementhie 2010 Annu:
Reports on Form 10-K. As discussed in that noteraton of each of the three PVNGS units require®erating license from the NRC and a portion NivVPs
interests in PVNGS Units 1 and 2 are held undesdsdhat expire in 2015 and 2016. The NRC issugtdBfoperating licenses for Unit 1 in June 1988&it @ in April
1986 and Unit 3 in November 1987. In December 2@08S$, on behalf of the PVNGS patrticipants, appf@drenewed operating licenses for the PVNGS uioits
period of 20 years beyond the expirations of theenu licenses. On April 21, 2011, the NRC approegtensions in the operating licenses for the plémt 20 yeal
through 2045 for Unit 1, 2046 for Unit 2, and 2047 Unit 3. PNM is currently evaluating the impaofsthe license extensions.

Information concerning the Company's AROs is cordiin Note 15 of Notes to Consolidated Financtaté&3nents in the 2010 Annual Reports on FornkK10-
PNM has an ARO for PVNGS that includes the oblgatfor nuclear decommissioning of that facility. the second quarter of 2011, PNM adopted a
decommissioning study for PVNGS that reflects updatash flow estimates and the y&ar license extension, which extends the commeeartnf decommissionir
to 2045. The new study resulted in a $4.2 milliecréase to the ARO liability for asset retirememtd electric plant in service.

The Four Corners plant site is leased from the aMation and is also subject to a rightsvedy grant from the federal government. APS, on Belfahe
Four Corners participants, negotiated amendmentisetdacility lease with the Navajo Nation, whictowid extend the Four Corners leasehold intere@0#il. Thi
amendments have been approved by the Navajo Naboncil and signed by the NatiaPresident. The effectiveness of the amendmesasratjuires the approval
the DOI, as does the related federal rightsvaf+ grant, which the Four Corners participants wilfsue. A federal environmental review will be doated as part
the DOI review process. PNM’s share of the anneaéé payments will be $0.9 million beginning in 201

(14) New Accounting Pronouncements
Information concerning recently issued accountirgnpuncements that have not been adopted by the&uoyris presented below.

Accounting Standards Update 2011-04 Fair Value Measurement: Amendments to Achieve Commmo Fair Value Measurement and Disclosure Requiremen
in U.S. GAAP and IFRSs

The Financial Accounting Standards Board ("FASBeased amended guidance to provide a consistéinitide of fair value and to ensure fair va
measurement and disclosure requirements are sitmgaveen U.S. GAAP and International Financial Repg Standards. The update changes certain fdire
measurement principles, further enhances disclosegeirements related to transfers between hieyatelels, and increases qualitative disclosuresandigc
unobservable inputs used in Level 3 measurememttyding the sensitivity of recurring Level 3 measuents to changes in significant unobservable tsplu
addition, the update requires disclosure of thellevithin the fair value hierarchy for fair valuésdlosures of instruments recorded on an amortixed basis. Tt
update is required to be applied prospectively ianeffective for interim and annual reporting pesdbeginning on or after December 15, 2011, wittyesdoptior
prohibited. The Company does not believe this guidawill have a material impact on the Companyiaricial statements and will comply with this reqoient upo
its effective date.

Accounting Standards Update 2011-05 - Comprehensivecome: Presentation of Comprehensive Income

The FASB released amended guidance regarding pegi®en of comprehensive income in financial statetee The update requires entities to re
comprehensive income in either one continuous rsieté of comprehensive income or in two separatecbosecutive statements. Under the statement approac
the first statement would include components of imebme consistent with current guidance, and teeosd statement would include components of
comprehensive income. Regardless of the approagtied, entities will be required to show the impaat reclassification adjustments from other corhpresive
income in both the statements of net income andstaements in which other comprehensive incomgrésented. The update is effective for interim andua
reporting periods beginning after December 15, 20dith early adoption permitted. The Company doeshelieve this guidance will have a material intpawe the
Company's financial statements and will comply vtitis requirement no later than its effective date.
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(15) Goodwill and Other Intangible Assets

The excess purchase price over the fair valueea#sets acquired and the liabilities assumed byiRfor its June 6, 2005 acquisition of TNP was relea
as goodwill and was pushed down to the businessgsirad. In 2007, the TNMP assets that were induideits New Mexico operations, including goodwiliere
transferred to PNM. Additionally, the trade nameér$EChoice”and the First Choice customer list were acquirethinTNP acquisition. The trade name is consic
to have an indefinite useful life; therefore, noaatization is recorded. The useful life of the auser list was estimated to be approximately eiglarg.

The Company evaluates its goodwill and remertizing intangible assets for impairment annuat the reporting unit level or more frequentl
circumstances indicate that the goodwill or intteyiassets may be impaired. Application of the impant test requires judgment, including the idécdtion of
reporting units, assignment of assets and liagdito reporting units, and determination of the ¥aiue of each reporting unit. A discounted cdelvfmethodology i
primarily used to estimate the fair value of eaeporting unit. This analysis requires significantigments, including estimation of future cash flowhich is
dependent on internal forecasts, estimation of H@mgn growth rates for the business, and deternunatif appropriate weighted average cost of capimleact
reporting unit. Changes in these estimates andrgstfans could materially affect the determinatidrfair value and the conclusion of impairment faick reportin
unit.

For nonamortizing intangibles other than goodwill, the Gaamy compares the fair value of the intangible tagsés recorded value. For goodwill, the f
step of the impairment test requires that the Campaompare the fair value of each reporting unihwis carrying value, including goodwill. If asrasult of thi:
analysis, the Company concludes there is an inditatf impairment in a reporting unit having gootiwihe Company is required to perform the secoweg ®f the
impairment analysis, determining the amount of gatédmpairment to be recorded. The amount is cltad by comparing the implied fair value of theodwill to its
carrying amount. This exercise would require thenfany to allocate the fair value determined in stee to the individual assets and liabilities af teporting uni
Any remaining fair value would be the implied faalue of goodwill on the testing date. To the ekthe recorded amount of goodwill of a reportingt @xceeds tF
implied fair value determined in step two, an inmp&nt loss would be reflected in results of opersti

The annual evaluations performed as of April 1,228fd 2010 did not indicate impairments of the gatidr other intangible assets of any of the Comyga
reporting units. Since the annual evaluation, theree been no indications that the fair valueshefreporting units with recorded goodwill have éased below t
carrying values. Additional information concernitigg Companys goodwill, other intangible assets, and impairmeésicontained in Note 25 of Notes to Consolid
Financial Statements in the 2010 Annual Reportsam 10-K.

(16) Subsequent Events

PNM's 2010 Electric Rate Case is discussed in M6teOn August 8, 2011, a majority of the commisersnof the NMPRC signed a final order that ad
approves, and accepts the stipulation in the 20&6tic Rate Case with certain modifications. Théeo provides that, for the order to become efiectPNM and th
other signers of the stipulation have until AuglLigt 2011 to formally accept the modifications oiirtdicate that they either do not oppose or takg@asition on th
modifications. Therefore, no assurance can be givanthe NMPRC's order will become effective Hétsigners of the stipulation do not accept theifivadions, an
one of them could ask the NMPRC to rehear and denthe order, or specific aspects of it. Otteatips could also request rehearing and recongiderahether ¢
not the modifications are opposed by any of thaeesig. PNM cannot predict if any party will requestiearing or the outcome of any such requestelbtider does n
become effective, PNM would proceed with litigatiofithe original case, which requested a $165.8anifate increase, before the NMPRC.
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The NMPRC's modifications include:

* A revenue increase for PNM's New Mexico retaistomers of $72.1 million that PNM could implementrently, thereby eliminating the phasied-
increases contained in the stipulati

* Elimination of the rider that would have allow®iM to increase rates in 2013 by up to $20.0 arllbased on changes in plasatated rate ba
between June 30, 2010 and December 31,

« A change in rate design for the residential custortess;

* If approved by the signers, a change in the matatoon the next general increase in PNM's ratesh $liat the increase could not become effe
before July 1, 2013, rather than January 1, 205spasified in the stipulatiol

Provisions of the stipulation that the NMPRC did alter include:

* Allowing PNM to file for recovery of the costs cgdmewable energy procurement programs through aidzte

« Allowing PNM to file for recovery of costs to conyplvith any federal or state environmental law ajuieement effective after June 30, 20

e The proposed convergence of rates for PNM NorthRiXM South:

¢ The same FPPAC for PNM North and PNM South custsen

* The agreement among the signers of the stipulatieeek dismissal of the NMPRC's proceeding comegrANM's replacement power costs recov
through the FPPAC, which is discussed under EmesgeRPAC in Note 1(C

* PNM's agreement to forego $10.0 million of the u-collected amount in the FPPAC balancing accc

As a result of the above, PNM recorded a tavedoss for the $10.0 million of fuel costs dissed above that will not be recovered through thBA®. Ir
addition, PNM recorded a ptex loss aggregating $7.5 million for costs that mot be recovered in rates approved by the NMRR@&r. These costs primarily rel
to rate case expenses for the 2010 Electric Rade,@xpenses related to an audit of fuel and psechpower costs, loss on debtaguired in previous years, and
2010 settlement of claims against DOE related ®nsmpuclear fuel at PYNGS. These amounts were decbas of June 30, 2011 and are reflected as tegy
disallowances on PNM's Condensed Consolidatedr8éateof Earnings (LosS).
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following Management's Discussion and Analydi§inancial Condition and Results of OperationsRIMR is presented on a combined basis, inclt
certain information applicable to PNM and TNMP. TM®&A for PNM and TNMP is presented as permittedfgyrm 10Q General Instruction H (2). For discuss
purposes, this report uses the term “Company” wdisoussing matters of common applicability to PNMIRM, and TNMP. A reference to a “Notef this Item
refers to the accompanying Notes to Condensed (idated Financial Statements (Unaudited) includedtém 1, unless otherwise specified. Certain ef tdble
below may not appear visually accurate due to rownd

MD&A FOR PNMR
BUSINESS AND STRATEGY

PNMR provides electricity and energy efficiency gwots and services in core regulated and unregliat@rkets to help customers meet and manage
energy needs.

Regulated Operations
PNM

Critical to PNMR’s success for the foreseeable ritis the financial health of PNM, PNM&1argest subsidiary, which is highly dependentfaworable
regulatory treatment. PNM anticipates a trend tawiacreasing costs of providing electric serviag;luding costs of renewable energy sources underRR¢
established pursuant to the REA and related regukbf the NMPRC. PNM also anticipates increasesosts related to compliance with environmentgltations
rights-ofway, pension and benefits, and depreciation. PNMagntinue to seek recovery of these increasetsanfsproviding service to regulated customersugt
future rate filings. The impact that rate increasey have on customers’ usage and their abiliyatpis unknown.

PNM filed its 2010 Electric Rate Case applicatiathvihe NMPRC on June 1, 2010 for rate increaseslfd®NM retail customers to be effective April2011
The application proposed separate rate increasehdee customers served by PNM (“PNM Nortptjor to its acquisition of TNMP and for the custers formerl
served by TNMP (“PNM South”)The proposed total increase of $165.2 million repneed a 22% increase for PNM North and 20% ineré&asPNM South. The file
revenue requirements were based on a future tesidpending December 31, 2011. PNM also proposdthfdement a FPPAC for PNM South. This is the frestk
case filing in New Mexico proposing a future testiy consistent with recent amendments to the PUllity Act. On February 3, 2011, PNM, NMPRC staffMAG,
NMIEC, ABCWUA, Buckman Direct Diversion Board, atide City of Alamogordo, New Mexico entered intotguslation that, if approved by the NMPRC, wo
have resolved all issues in the 2010 Electric Rzdse and provided a rate path for PNM through 2@tBer parties filed statements opposing the siimn. Thit
stipulation, which reflected some aspects of arutest year, was subject to approval of the NMPR@ stipulation would have allowed PNM to increaates b
$45.0 million immediately following approval and lay additional $40.0 million beginning January @12. The proposed rates were designed so that Piith
customers and PNM South customers would have the geercentage increase. The PNM South customerklatao be covered by the same FPPAC that is et
for the PNM North customers. In addition, subjecfurther NMPRC approvals, PNM would be able toores the costs associated with NMPRC approved rahk
energy procurement plans through a rate rider IméggnJuly 1, 2012 or twelve months after the effectdate of the new electric rates and would alsaable t
implement a separate rate rider in 2013 to recapeo an additional $20.0 million to cover changeplantrelated rate base between June 30, 2010 and Dec&h
2012. PNM'’s next general rate adjustment couldgminto effectbefore January 1, 2014, except that PNM couldfiterecovery of costs to comply with any fed:
or state environmental law or requirement effectifter June 30, 2010. In addition, the stipulatiewuld limit the amount that could be recovered araanual bas
for fuel costs, renewable energy costs, and eneffigiency costs during the period covered by thiputation. Recovery of costs in excess of the témiould b
deferred for collection, without carrying costs,ftiure periods. If the stipulation was approvedMPwould forego collection of $10.0 million of thendereollectec
amount in the FPPAC balancing account, which wanddecorded as a regulatory disallowance. On Fep2@ 2011, the NMPRC issued an order requirind/Pty
extend the suspension period for an additionaktimenths to November 10, 2011. On March 17, 20N\ Filed a request for interim rates to go intoesff on Ma'
15, 2011, which was denied by the NMPRC. Severdlgsafiled testimony in opposition to the stipudat. A public hearing on the stipulation was heldMay 2011
On June 21, 2011, the hearing examiner recommeggigaval of most of the terms of the stipulatiorgluding the $85.0 million rate
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increase, the implementation of the increase inghases, the moratorium on rate changes througbrbleer 31, 2013, the application of PNM North rateesiules t
all New Mexico customers, and approval of a comsdéd fuel clause. The hearing examiner, howeeeommended disapproval of the capital additionsrrahd th
proposed residential rate design. PNM and othergsdiiled exceptions to the Certification of thiépBlation. See Note 10. At the open meeting ofMMPRC on Jul
28, 2011, the NMPRC commissioners voted to issuerder that would modify the stipulation. As dissed in Note 16, on August 8, 2011, the NMPRC issuéda
order that provides for a $72.1 million rate inGeand adopts, approves, and accepts the stipulaiib other modifications.

On October 27, 2010, PNM filed a notice with FERGirticrease its wholesale electric transmissionmaes by $11.1 million annually. If approved, tlae
increase would apply to all of PNM's wholesale &ledransmission service customers, which inclotteer utilities, electric cooperatives, and engitirat use PNM
transmission system to transmit power at the wiatdekevel. The proposed rate increase would npaith PNM's retail customers. On December 29, 26ERC
issued an order accepting PN8Vfiling and suspending the proposed tariff revisidor five months. The proposed rates were impigateon June 1, 2011, subjec
refund. PNM and other parties to the case havegatym settlement discussions and will continuertgotiation process under the settlement judgeephares. PNI
is unable to predict the outcome of this proceeding

As noted above, PNM also serves customers in Newiddeformerly served by TNMP. When PNMR acquired MR, PNM was required to maintain
former TNMP customers under rates separate fronrasieof PNM. Pursuant to a stipulation approvedh®y NMPRC, PNM was prohibited from consolidatihg
cost of service for the two areas until Januargi,5, unless the consolidation would not resukhifting more than $1.5 million in revenue requients from th
former TNMP customers to other PNM customers. Iditazh, the stipulation provided that PNM would regtek rate changes for the former TNMP customex
would go into effect before January 1, 2011. Dur@9, the NMPRC requested that the parties tostipailation meet to discuss ways and means of atitic
possible large rate increases to the former TNM&oruers that may occur when the rate moratoriunirexpThe parties met periodically under the dioecof ¢
NMPRC Hearing Examiner, who was appointed by theRWR\ to serve as mediator for the discussions, louhaot reach agreement. The 2010 Electric Rate
discussed above provides for a rate increase tdotineer TNMP customers . In April 2011, the NMPRs3ued an order that consolidated this case witl2@i€
Electric Rate Case. See Note 10 and Note 16.

TNMP

TNMP’s financial health is also highly dependent on icwretd favorable regulatory treatment. TNMP now theesability to update its transmission rates twa
year to reflect changes in its invested capitaldifidnally, on May 28, 2011, Texas Governor Perigned a bill, which will allow for an annual pericdrate
adjustment to reflect changes in invested distiiioutapital. A rulemaking proceeding has been initiated by the PUCimfdement this new rule. On March 2, 2C
TNMP filed an application to update its transmissiates to reflect changes in its invested capltaé requested increase in total rate base wa8 $3ilion, with ¢
total revenue requirement increase of $5.5 millidhe requested updated rates reflect the additimhratirement of transmission facilities, includiagpropriat
depreciation, federal income tax and other assegtittxes, and the approved rate of return on saglities. The PUCT approved the interim adjustmemtMay 14
2010.

On August 26, 2010, TNMP filed with the PUCT fo$20.1 million increase in revenues, requesting tieat rates go into effect on October 1, 2010. ¢
request, TNMP also asked for permission to updatedtastrophe reserve fund that would be utilizegay for a utility systens’' costs in recovering from natt
disasters and acts of terrorism. Additionally, TNMfuested a rate rider to recover costs to st@rdem its system. In December 2010, the partieswaroed that
settlement had been reached in the case and datibpusupporting the settlement was filed. Theleetent provided for a revenue requirement increxs$10.2!
million beginning February 1, 2011, an inferreduraton equity of 10.125%, and a hypothetical 55%#4&ebtequity capital structure. The PUCT approved
settlement on January 27, 2011. TNMP implementedngw rates on February 1, 2011. On July 8, 201l PUCT approved TNMP's proposal for advanced 1
deployment. The final order will permit TNMP to begollection of a surcharge on August 11, 201 brider to collect a total of $113.3 million in depioent cost
over 12 years.

Competitive Businesses
First Choice

As a REP, First Choice operates in the highly cditipe Texas retail market, which has experiencetiegne price volatility and transmission congesiimihe
past. ERCOT controls the transmission of powehé@dreas that First Choice supplies. ERCOT
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historically has operated through a series of gaugc zones and congestion of the transmissioresys$tas occurred when large volumes of power weneg
transmitted between zones. Congestion tends te dofices up in the spot market. These anomalies mdgatively impacted the margins realized from ese
customers. Beginning in 2008, these conditions veswcerbated by the impacts of Hurricane lke amtedsed economic conditions resulting in very Heglels o
customer turnover and levels of uncollectible actsisignificantly higher than historical experienE®RCOT has made changes in its control protocods cnange
from the zonal system to a nodal system in Decerb&0, both of which should reduce congestion amtkprolatility. Recently, the Texas retail markets bee
more stable and First Choice does not anticipade eéiktreme congestion and price volatility will cear in the near future. In addition, both powed avatural ge
prices decreased significantly, resulting in a sahigal increase in margins realized by First Choit2009 and continuing to a lesser degree in 20h8se factors a
the increased focus on growing commercial accownistomer credit standards, and improved custoersice have contributed to an improvement in F@hbices
results of operations, including reductions in lokett expense. For 2011, First Choice expects madkeditions to continue to be a key factor for thesiness ar
believes margins will continue to decline as thetpym to more historic levels. In September 20b8,RUCT adopted a “switch/holgtovision for customer accoul
on a deferred payment plan, an average payment plawith a meter determined to have been tampergd, which will require those customers to pay
outstanding balance before changing to another REB® switch/hold provision became effective on Junp2011, but its impact is unknown at this time.

Optim Energy

PNMR has previously reported that it intended tpitedize on growth opportunities in its unregulatagsiness through its participation and ownershi@ptin
Energy. PNMR’s 50 percent ownership of Optim Eneadigws it to participate in the operation of OptiEnergys assets and business and the formulation of (
Energy’s business strategy. Optim Energy owns iétegénerating assets in one of the nasogrowing power markets, and its strategy had leemsed on acquirir
or developing additional assets in that marketir®nergy has a bank financing arrangement thatexpn May 31, 2012, which includes a revolvingelbf credit.

In 2009, Optim Energy was affected by continuingeade market conditions, primarily low natural gesl power prices. The adverse market conditiong
continued throughout 2010 and 2011. In respons$iedse adverse conditions, in October 2009, Optimrgnchanged its strategy and neam focus. Optim Energy
currently focused on utilizing cash flow from optoas to reduce debt and optimizing its currentegation assets as a staadne independent power producer. O|
Energys goal is to optimize its performance under curreatket conditions with the expectation of beindeai take advantage of any economic recovery &
power and gas markets over the next several years.

In addition to the continuing adverse market caodg evidenced by low power and natural gas priegsrted sales of electric generating resourcésirwihe
ERCOT market have been transacted at prices (perak\§enerating capacity) that were substantialllowethe amounts recorded for electric generatirgng:
underlying PNMRS investment in Optim Energy. As discussed in Nidte PNMR performed an impairment analysis in acancg with GAAP of its investment
Optim Energy as of December 31, 2010. PNBIRhalysis of the discounted cash flows of OptinerBy, recent sales of comparable generating assets th:
preliminary assessments of strategic alternatise©ptim Energy (see Strategy below) indicated itsa¢ntire investment in Optim Energy was impaiatdecembe
31, 2010. Accordingly, PNMR reduced the carryinguesof its investment in Optim Energy to zero actBmber 31, 2010. In accordance with GAAP, PNMRrai
record losses associated with its investment inm@nergy in 2011 as PNMR has no contractual regouént or agreement to provide Optim Energy withitéaihl
financial resources.

Strategy
As a result of the adverse market conditions erpegd by Optim Energy described above, PNMR (ifaboration with Optim Energy and ECJV) has t
assessing various strategic alternatives relabrigNMR’s ownership interest in Optim Energy. PNMR has oot@actual requirement or agreement to provide 1@

Energy with additional financial resources andofthe date of this report, PNMR does not anti@pagking additional contributions to Optim Energy.

Separately, PNMR is also evaluating strategic adteves with respect to First Choice. Both of thategic alternative processes are ongoing andesion:
have been reached.
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Environmental Sustainability

The Companys focus on the electric businesses also includesoemental sustainability efforts. These effomelude environmental upgrades, improy
energy efficiency, expanding the renewable energitf@io of generation resources, and proactivelidrassing climate change. In early 2009, PNM cotag
environmental upgrades to each of the four unitSJS. PNM'’s share of the costs of these upgradesh reduced the levels of NOx, SQand mercury emissiol
amounted to $161 million. As described in Note RBIM is subject to the RPS established by the REAratated regulations issued by the NMPRC, whidjuire
utilities to achieve certain levels of energy sditesn renewable sources within its generation nmgluding wind, solar, distributed generation, arider sources. PN
is actively engaged in activities to meet the NMP&&ndard. PNM has also established various pragtarpromote energy efficiency, subject to the apak of the
NMPRC. The Company monitors initiatives regardiagi$lation or regulation regarding climate chargeluding GHG, and participates in organizations &rum:
concerning climate change. The Company is suppodfia federal program that includes an econevitde system of limitations on GHG that would inciud cap ar
trade provision and a system of allowances anctsffdesigned to mitigate rate increases to utilistomers. The Company is exploring various methodsitigate it
GHG in anticipation of climate change legislatiarregulation, including increasing energy efficigmrograms and increased reliance on renewablegmesource
See Climate Change Issues under Other Issues Rher@ompany below for additional discussion afeie change matters. All of these efforts involusts that th
Company believes should be recoverable througls targed to customers to the extent the costattiileutable to regulated operations. However, vecy of thes
costs is subject to the approval of regulatorswiticcause upward pressure on rates.

Economic Conditions

In the last half of 2008 and early 2009, globalremuic conditions deteriorated dramatically, encosspgg the U.S. residential housing market, andajlaic
domestic equity and credit markets, which resultededuced usage of electricity by the Compangustomers. The tightening of the credit marketspted witt
extreme volatility in commodity markets has hadraat, negative impact on several of First Choia@mpetitors in the ERCOT retail market.

Although New Mexico and Texas were not impactedrasitly as some other areas of the United Statiéls,umemployment rates that are somewhat lower
the rest of the nation, the territories servedh®y €ompanys electric businesses have been impacted by tlessien and general economic downturn. The Con
believes that electric sales volume will increaselestly in the immediate future.

The disruption in the credit markets in late 2008l arly 2009 had a significant adverse impact @emerous financial institutions, including severéltioe
financial institutions that have dealings with iempany. The Comparg/‘existing liquidity instruments have not been matly impacted by the credit environm:
and management does not expect that the Compahlyenihaterially impacted in the near future. TheM®Facility and PNM Facility expire in 2012 and lvileed t«
be renegotiated or replaced in order to providéaant liquidity to finance operations and constion expenditures. The availability of such crdditilities and the
terms and conditions will depend on the credit mtglat that time, as well as the Compargredit ratings and operating results. The Compsusiosely monitoring it
liquidity and the credit markets. In late 2008 aadly 2009, there was also a significant declinéhanlevel of prices of marketable equity secwsitiacluding thos
held in trusts maintained for future payments afdfis under the Comparg/pension and retiree medical plans. Although #reecal price levels of marketable eq
securities have recovered somewhat, the stock mdeotine could result in increased levels of fumdand expense applicable to these trusts.

74




Table of Contents
RESULTS OF OPERATIONS
Executive Summary

A summary of net earnings attributable to PNMRs$alows:

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

2011 2010 Change 2011 2010 Change
(In millions, except per share amounts)
Net earnings $ 41 $ 22¢ $ (18§ $ 207 $ 144 % 6.3
Average common and common
equivalent shares outstanding 92.1 91.€ 0.3 92.1 91.7 0.4

Net earnings per diluted share $ 0.04 $ 028 $ (021)) $ 022 $ 0.1€ $ 0.0¢

The components of the change in earnings attriteitabPNMR are:

Three Months Six Months

Ended Ended
June 30, 2011 June 30, 2011
(In millions)
PNM Electric $ (10.35) $ (11.0
TNMP Electric — 2.t
First Choice (20.0 11.C
Corporate and Other (2.4) (4.4
Optim Energy 3.8 8.2
Net change $ (18.5) $ 6.2

Detailed information regarding the changes in ewgsiis included in the segment information belowe Bftertax changes for the three months and six me
ended June 30, 2011 relate primarily to the wrifeobregulatory disallowances of $10.6 millionRNM and $2.6 million at TNMP. In addition, unre&i mark-to-
market gains were $0.9 million for the six montisled 2011 compared to unrealized losses of $3Kpmilor the six months ended 2010 at PNM. Forttiree an
six months ended June 30, 2011, TNMP revenues amngims increased associated with the implementatian$10.25 million base rate increase beginniegréan
1, 2011 and a transmission rate increase in Map 28t First Choice, losses on unrealized econoreitgies decreased earnings by $2.3 million in 20iipesed witl
gains of $6.0 million in 2010. Mark-tovarket gains on unrealized economic hedges at Ehsice increased earnings by $3.6 million in tixensonths ended June :
2011 compared to a decrease in earnings of $11li®min 2010. PNMR fully impaired its investmemt Optim Energy at December 31, 2010 and reducedairging
value of that investment to zero. In accordancé VEAAP, PNMR did not record losses associated vtithinvestment in Optim Energy in 2011 as PNMR he
contractual requirement or agreement to provideimDfEnergy with additional financial resources. 1812, PNM recorded a $5.1 million gain for a setéer
associated with the Republic Savings Bank litigatiwhich did not recur in 2011.

Segment Infor mation

The following discussion is based on the segmenhou®logy that PNMRS management uses for making operating decisiothsissessing performance o
various business activities. See Note 3 for moi@rimation on PNMR'’s operating segments.

The following discussion and analysis should bedreaconjunction with the Condensed ConsolidatedaRcial Statements and Notes thereto. Trend:

contingencies of a material nature are discussdtea@xtent known. Refer also to Disclosure Regardiorward Looking Statements and to Part Il, It Risk
Factors.
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PNM Electric

The table below summarizes operating results faviFectric:

Three Months Ended June 30,

Six Months Ended June 30,

Total revenues $
Cost of energy

Gross margin
Operating expenses
Depreciation and amortization

Operating income
Other income (deductions)
Net interest charges

Earnings before income tax
Income (taxes) benefit
Valencia non-controlling
interest
Preferred stock dividend

requirements

Segment earnings (loss) $

2011 2010 Change 2011 2010 Change
(In millions)

2392 $ 2431 $ (38 $ 473f $ 473¢€ $ (0.2
81t 79.€ 2.C 170.% 166.1 4.6
157.7 163. (5.9 302.¢ 307.t @.7
124.% 107.1 17.2 227.¢ 215.¢ 115
22.¢€ 22.€ — 46.€ 45.¢ 0.8
10.£ 33.4 (22.9) 28.7 45.¢ (17.3)
8.7 3.1 5.€ 18.C 19.2 1.2
(18.0 (18.9) 0.4 (36.1) (36.5) 0.4
1.2 18.1 (16.9) 10.€ 28.€ (18.0
0.8 (5.9 6.8 1.5 (8.9 7.3
(3.5 (3.9 (0.2 (6.7) (6.4 0.3
(0.3 0. — 0.9 0.3 —
15 $ 8 $ (109 $ 21 % 131 $ (11.0

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

Retail rate increases

Retail load, fuel, and transmission

Unregulated margins

Net unrealized economic hedges

Total increase (decrease)

2011/2010 Change

Three Months Ended June 30,

Six Months Ended June 30,

Total Cost of Gross Total Cost of Gross
Revenues Energy Margin Revenues Energy Margin
(In millions)

$ — 3 — 3 — $ 31 $ — 3 3.1
6.C 11 4.¢ 12t 7.2 5.2
(10.3) 0.2 (10.5) (29.6) 0.€ (20.2)

0.5 0.7 0.2 3.8 (3.2 7.1

$ (3.8 $ 20 $ 5.8 $ 0.1) $ 4€ $ (4.7
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The following table shows PNM Electric operatingerues by customer class, including intersegmestmees and average number of customers:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 Change 2011 2010 Change
(In millions, except customers)

Residential $ 785 $ 79z % (0.7 $ 1667 $ 163€ $ 3.1
Commercial 95.1 91.7 34 172.C 164.¢ 7.4
Industrial 22.€ 20.7 1.¢ 43.c 41.C 2.2
Public authority 5.6 5.C 0.€ 10.4 9.4 1.C
Other retail 24 3.C (0.6) 4.5 4.¢ 0.9
Transmission 10.€ 9.1 1.8 21.C 18.¢ 21
Firm requirements wholese 7.4 6.€ 0.5 17.C 15.1 1.¢
Other sales for resale 17.2 28.€ (11.9 37.¢ 59.2 (21.9)
Mark-to-market activity (0.5) (1.7 0.€ 0.8 3.2 3.¢

$ 2392 $ 2431 $ (3.8 $ 473L $ 473¢ $ 0.7

Average retail customers
(thousands) 503.7 501.: 24 503.7 501.1 2.€

The following table shows PNM Electric GWh salesclwgtomer class:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 Change 2011 2010 Change
(Gigawatt hours)

Residential 729.L 744 (14.9) 1,581.1 1,602.¢ (21.5)
Commercial 1,038.¢ 1,024.¢ 13.¢ 1,930.1 1,905.¢ 24t
Industrial 397.1 363.¢ 33.2 758.4 713.7 447
Public authority 72.5 63.€ 8.S 130.C 117.¢ 12.2
Firm requirements wholesz 143.C 163.1 (20.7) 326.% 340.c (24.0
Other sales for resale 518.7 544.: (25.5) 1,129. 1,085.¢ 44.C

2,899.: 2,903.° (4.6) 5,855.7 5,765.¢ 89.€

Unregulated revenues and margins from the activiigsociated with PNM's share of PVNGS Unit 3, Whg excluded from retail regulation, decree
revenues and margins in 2011. At December 31, 20h@;term tolling agreements for the output of PVNGStBiwhich contained favorable pricing terms, egg
Although PNM has entered into contracts to selldhgut of PVNGS Unit 3 for 2011, the prices reeeiwnder the 2011 agreements are significantlywéfmse
received in 2010 due to lower market prices. Thoegase in retail loads was driven largely by indaktustomers, as well as higher transmissionrege associat:
with new longterm point to point customers and the June 1, 2@plementation of the $11.1 million requested athmate increase, which is subject to refund pen
final outcome of the case.

Changes in unrealized mark-toarket gains and losses are based on economichedgkace for fuel costs not covered under theAP.RJnrealized gains
$1.5 million for the six months ended 2011 compa@dinrealized losses of $5.6 million for the sionths ended 2010, increased gross margin by $7libm
Changes in unrealized mark-to-market gains anaé®fs the three months ended June 30, 2011 decrgagss margin by $0.2 million compared to 2010.

Operating expenses reflect reduced maintenance 06$6.4 million and $9.3 million for the threedasix months ended June 30, 2011 incurred at géoe
facilities, due primarily to timing of planned ogts and improved performance at SJGS. For the sithm ended June 30, 2011, maintenance costs Vgerecaduce
by $2.1 million due to timing of a major outageFatur Corners in the first quarter of 2010. Lowengien and benefits costs of $0.4 million and $0ilfion and
reduced allocation of corporate costs of $0.6 milland $1.2 million further reduced operating exgesnin the three and six months ended June 30,. A0tk
reductions are partially offset by increases inemges for recently renewed transmission rights-@f-agreements
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of $1.4 million and $2.9 million and higher propetaxes of $0.6 million and $0.9 million due tolieased investment in transmission and distriblagsets. Operatil
expenses also reflect regulatory disallowancesl@t% million, which were recorded as of June 30 122Qesulting from proceedings before the NMPRG@tned) tc
PNM's 2010 Electric Rate Case. See Note 16. No sosts were incurred in 2010.

For the three and six months ended June 30, 2Cdrediation and amortization costs increased asualtrof higher depreciable plant amounts, pring
associated with transmission and distribution asdetthe second quarter of 2011, PNM reduced theeion expense associated with its ARO for decasioning o
PVNGS, which lowered depreciation and amortizagapense for the second quarter. The reductiondetion expense was driven by a decrease in thecég cas
flows for the final decommissioning of PVNGS. Thedated cash flows include a reduction in the iidlatrate used to determine the future value ofdbgts an
incorporate a decommissioning study updated in 2@Mch reflects a 20 year life extension for ea€lhe three units at PVNGS due to operating lieemstensior
granted by the NRC.

For the three and six months ended June 30, 2@tfedses in realized gains on the NDT assets ingpgrother income by $6.7 million and $10.8 milli
which was partially offset by $0.7 million and $Inifllion lower capitalization of the equity portiaf allowance for funds used during constructioARUDC"), anc
$0.8 million and $1.6 million in lower interest imme on the PVNGS lessor notes due to a lower autstg balance. For the six months ended June 300,2fthe
income is lower due to an $8.5 million settlemesgaxiated with the Republic Savings Bank litigatieceived in the first quarter of 2010.

Lower interest rates on debt refinancing in theosdaguarter of 2010 reduced interest charges ftttee and six months ended June 30, 2011. Theseys
are offset by reductions in the capitalizationha tebt portion of AFUDC due to lower capitalizati@tes.

TNMP Electric

The table below summarizes the operating result$¥oMP Electric:

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

2011 2010 Change 2011 2010 Change
(In millions)

Total revenues $ 60C $ 52¢€ $ 74 $ 113 $ 1007 $ 131
Cost of energy 10.c 9.1 1.2 20.4 18.1 2.2
Gross margin 49.7 43.5 6.2 93.4 82.¢ 10.€
Operating expenses 252 19.C 6.2 45.C 37.¢ 7.2
Depreciation and amortization 10.7 10.C 0.7 21.C 20.1 0.¢
Operating income 13.7 14.4 (0.7) 27.4 247 2.7
Other income (deductions) 0.2 0.2 — 0.6 0.€ —
Net interest charges (7.3 (8.0 0.7 (14.€) (15.¢) 1.2
Earnings before income taxes 6.€ 6.€ (0.2 134 9.t 3.¢
Income (taxes) (2.5) (2.7 0.2 (5.2 3.7 (1.9
Segment earnings $ 41 $ 41 % — $ 83 § 58 $ 2.5
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The table below summarizes the significant changéstal revenues, cost of energy, and gross margin

2011/2010 Change

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

Total Cost of Gross Total Cost of Gross

Revenues Energy Margin Revenues Energy Margin

(In millions)

Rate increases $ 22 % — $ 23 % 50 $ — $ 5.C
Customer usage/load 2.2 — 2.2 2.8 — 2.8
Transmission cost recovery 2.€ 1.2 1.4 4.6 2.3 2.3
Other 0.2 — 0.3 0.7 — 0.7
Total increase $ 74 % 1.2 $ 6.2 $ 131 $ 22 $ 10.¢

The following table shows TNMP Electric operatimyenues by retail tariff consumer class, includitgrsegment revenues, and average number of cars

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

2011 2010 Change 2011 2010 Change
(In millions, except consumers)

Residential $ 23¢& $ 201 $ 37 $ 43: $ 39.C $ 4.3
Commercial 20.¢ 19.7 1.2 40.: 37.2 3.1
Industrial 3.C 3.1 (0.2) 6.2 6.C 0.2
Other 12.c 9.7 2.6 24.C 18.t 5.5
$ 60C $ 52¢ $ 74 $ 113 $ 1007 $ 13.1

Average consumers (thousanéls)  231. 229.4 18 230.¢ 229.0 1.9

(1) TNMP provides transmission and distribution sersite REPs that provide electric service to conssnreTNMP's service territories. The number of eoners abov
represents the customers of these REPs. Under TE@#sumers in Texas have the ability to chooset Blloice or any other REP to provide energy. Theram
consumers reported above include 67,268 and 7&@68umers for the three months ended June 30, 2012010, and 68,187 and 77,981 for the six moertided Jur
30, 2011 and 2010, who have chosen First ChoitkeisREP. These consumers are also included &smass in the First Choice segme

The following table shows TNMP Electric GWh salgsrétail tariff consumer class:
Three Months Ended June 30, Six Months Ended June 30,

2011 2010 Change 2011 2010 Change
(Gigawatt hours?)

Residential 722.C 643.7 78.c 1,304.2 1,255.: 49.1
Commercial 615./ 588.t 26.€ 1,122.( 1,064.¢ 57.1
Industrial 635. 577.C 58.4 1,255.¢ 1,093.¢ 162.1
Other 28.2 25.¢ 2.5 53.¢ 50.€ 3.3

2,001.: 1,835.( 166.1 3,736.: 3,464. 271.€

(1) The GWh sales reported above include 241.6 andd288Vhs for the three months ended June 30, 2012ahd, and 451.2 and 496.4 GWhs for the six moatite:
June 30, 2011 and 2010 used by consumers, whocha@sen First Choice as their REP. These GWhs soeimtluded below in the First Choice segm

For the three and six months ended June 30, 2@Y&nues and margins increased due to the impleti@nte a $10.25 million base rate increase begig
February 1, 2011 and a transmission rate increebtay 2010. In 2011, changes to Texas retail éteafites allow distribution providers to defer irdaegulatory ass
or liability the difference between wholesale

79




Table of Contents

transmission costs charged to the distribution igiervand the revenues it charges its customerthése costs. Previously, distribution providers hadnechanism
capture these differences between its transmisgishrecovery filings. Gross margins increased @ &nd $1.4 million in the first and second quaotfe2011 due t

this mechanism. In the second quarter, retail regerand margins increased by $2.2 million due gbéni retail loads driven by warmer temperaturesamnuhcrease
the number of retail customers.

Due to unprecedented drought conditions, religbditd outage issues in the Gulf coast region of Fvbperations resulted in additional operatingeasps ¢
$0.7 million for the second quarter of 2011. In ifidd, an increase in allocation of corporate oeath costs of $1.1 million and higher labor coss® ahcrease

operating expenses. For the six months ended Jur2031, vegetation management costs of $0.2 miliod a $0.2 million writeff of rate case expenses associ
with the 2010 TNMP rate case increased operatipgmeses.

In the second quarter of 2011, TNMP recorded ala¢gry disallowance expense of $3.9 million basedaaruling in the 3% Court of Appeals regarding t
retroactive application of the interest rate usedaliculate the return on TNMP's CTC regulatoryetssetroactively to July 20, 2006. See Note 10.

The increase in depreciation and amortization esl&d the amortization of Hurricane lke restoratiost and higher depreciation due to increasesimsmissio
plant.

TNMP amended its revolving credit facility in Deceen 2010, which extended its expiration to Decen2@di5. The amendment resulted in lower fees ana
favorable interest rates, which reduced intereatgds in 2011.

First Choice

The table below summarizes the operating resuitsifst Choice:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 Change 2011 2010 Change
(In millions)

Total revenues $ 1260 $ 119¢ $ 6.1 $ 234t $ 234: $ 0.2
Cost of energy 91.c 72.1 19.2 159.c 177.1 (7.9
Gross margin 34.7 47.¢ (23.7) 75.2 57.2 18.C
Operating expenses 23.€ 21.c 2.3 42.€ 41.7 0.9
Depreciation and amortization 0.4 0.2 0.2 0.€ 0.t 0.1
Operating income 10.¢ 26.2 (15.5) 32.C 15.C 17.C
Other income (deductions) 0.2 0.7 0.7 0.3 0.7 (0.2
Net interest charges 0.7 0.9 0.2 0.3 0.7 0.4
Earnings before income taxes 10.4 25.¢ (15.5) 31.c 14.2 17.1
Income (taxes) (3.7 9.9 5.€ (11.2) (5.7 (6.2)
Segment earnings $ 6.6 $ 166 $ (1000 $ 201 $ 91 $ 11.C
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The following table summarizes the significant apesto total revenues, cost of energy, and grosgima

2011/2010 Change

Three Months Ended June 30, Six Months Ended June 30,
Total Cost of Gross Total Cost of Gross
Revenues Energy Margin Revenues Energy Margin
(In millions)
Weather $ 6. $ 44 $ 24 % 52 $ 34 $ 1.8
Customer growth/usage 10.2 7.C 3.2 15.¢ 10.€ 5.2
Retail margins (21.0 (5.0 (6.0) (20.¢) (7.7 (23.3)
Unrealized economic hedges — 12.¢ (12.¢) — (24.1) 24.1

Total increase (decrease) $ 6.1 $ 192 $ (13.7) $ 0z $ (27.¢) $ 18.C

The following table shows First Choice operatingemeues by customer class, including intersegmestmees, and actual number of customers:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 Change 2011 2010 Change
(In millions, except customers)

Residential $ 741 $ 752 $ (1.2 $ 1377 $ 1500 $ (12.9
Commercial 48.€ 40.€ 7.8 89.7 76.4 13.c
Other 3.2 3.8 (0.5 7.1 7.8 0.9)

$ 126.C $ 119¢ $ 6.1 $ 234t $ 234: $ 0.2
Actual customers (thousandé%) 216.€ 216.1 0.5 216.¢ 216.1 0.5

(1) See note above in the TNMP Electric segment dissasgout the impact of TEC/

(2) Due to the competitive nature of First Chosclklisiness, actual customer counts are presentkd table above as a more representative busimdisator than the avera
consumers that are shown in the table for TN

The following table shows First Choice GWh elect@des by customer class:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 Change 2011 2010 Change
(Gigawatt hoursy’
Residential 570.1 549.: 20.¢ 1,058." 1,099.. (40.7)
Commercial 459.1 347.t 111.€ 828.2 627.2 201.C
1,029.: 896.¢ 132.¢ 1,887.( 1,726. 160.2

(1) See note above in the TNMP Electric segment dissosgout the impact of TEC/

During the three and six months ended June 30,,2014l revenues increased due to favorable weathdran increase in MWh sales, which were par
offset by a decrease in the average revenue fEtestotal amount of cost of energy increased duegber volumes, but was partially offset by lovpeirchased pow
costs per MWh. Overall, energy costs were higherranre than offset the increase in revenues resgpiti decreased gross margin, excluding the effefctsark-to-
market on unrealized economic hedges.

First Choice manages its exposure to fluctuationsarket energy prices by matching sales contnaits supply instruments designed to preserve taeg
margins. Accordingly, First Choice has forward trants for the purchase of energy to cover theréutioad requirements for most of its fixed pricdes
contracts. Gains or losses on unrealized econbedges
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represent changes in unrealized fair value estenaiated to these forward supply contracts. Ceamgthe fair value of supply contracts that aredesignated or &
not eligible for hedge or normal purchase or satEunting are marked to market through currenbgezarnings as required by GAAP. First quarte@f0 marke
energy price decreases were partially offset bprséquarter activity. During the second quarte2@f1, market energy prices decreased, which resudtanrealize
mark-toimarket losses on certain of First Choice's forwsardply contracts. These losses were in contrastet@ains experienced in the second quarter of 201er
market energy prices increased. First Choice igemiired to mark the related fixed price salesremts to market, which would likely show offsegfigains and loss
as market energy prices fluctuate. Yead#be gains on unrealized economic hedges incressgdent earnings by $5.6 million in 2011 comparéh lesses of $18
million in 2010. The mark-tenarket gains or losses are not necessarily indieati the amounts that will be realized upon setélet or the retail margin First Cho
will realize.

The allowance for uncollectible accounts and reldiad debt expense is based on collections ane-wffitexperience. In 2009, the customer defaults
experienced were above historic levels due to dvecanomic conditions, higher average final bilsd an increase in customer churn. Recently, lawstome
departures, lower default rates, and lower avefenge bills attributable to lower sales prices haeeluced bad debt. As a result, bad debt expengeatred, whic
increased segment earnings by $0.2 million in #eosd quarter of 2011 and $1.5 million yead#aie compared to 2010. This reduction can be figréittributed tc
several initiatives undertaken by management taigedbad debt expense. These initiatives inclufiertefto reduce the default rate experienced fastamer
switching to another REP and increased focus ontifgeg new customer prospects that are more yikel demonstrate desired payment behavior. Firsiice is
focusing its marketing efforts on commercial custosnand customers with established payment pattBeginning in 2009, First Choice also increaseal ¢hedi
score required to become a customer and expandedirtumstances where customers are required tader@dvance deposits to obtain service, or botiesi
practices are refined periodically based on delrabistomer payment attributes.

During 2011, increases in marketing and operaticoats were partially offset by a decrease in itieercompensation expense. The increases in opee
costs were primarily related to developing an apfior customers to prpay for energy deliveries and establishing locéiteflocations. Interest expense decreas
2011 compared to 2010 primarily due to lower shentn debt.

Corporate and Other

The table below summarizes the operating result€é&porate and Other:

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

2011 2010 Change 2011 2010 Change
(In millions)
Total revenues $ (96 $ 97 ¢ 01 $ (185 $ (1949 $ 0.8
Cost of energy (9.6) (9.6) — (18.9 (19.2) 0.8
Gross margin — (0.7) 0.1 0.7) 0.2 0.1
Operating expenses (2.9 (3.9) 1.€ (5.6) (7.3 15
Depreciation and amortization 4.2 4.2 0.1 8.5 8.2 0.2
Operating income (loss) (2.7 (0.5 (1.6 (3.0 1.9 (1.6
Equity in net earnings (loss) of
Optim Energy — (3.9 3.¢ — (8.2 8.2
Other income (deductions) .7 (2.6) (0.3 (3.9 (2.9 (0.5
Net interest charges (5.0 (5.0 — (10.7) (10.2) 0.1
Earnings (loss) before income
taxes (8.9 (10.9 2.1 (16.5) (22.7) 6.2
Income (taxes) benefit 3.7 4.4 (0.7) 6.6 9.1 (2.5)
Segment earnings (10ss) $ G2 66 S$ 14 8 (98 $ (139 8 37

The Corporate and Other Segment includes consmlidatiminations of revenues and cost of energyben business segments, primarily related to TN
sale of transmission, distribution, and tariffedaetionary services to First Choice. Corporate @tfter also includes equity in Optim Energy's rissaf operation:
which are further explained below.
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Operating expenses increased primarily due to lagdl consulting expenses incurred related to asseds of strategic alternatives for PNMR's compe
businesses.

Optim Energy

As discussed above and in Note 11, PNBIRVestment in Optim Energy was reduced to zefdegember 31, 2010 due to the determination tleairthestmer
was fully impaired. In accordance with GAAP, PNMRI chot record losses associated with its investnier®ptim Energy in 2011 as PNMR has no contra
requirement or agreement to provide Optim Energh wdditional financial resources.

The table below summarizes the operating resutt©fisim Energy:

Three Months Ended June 30, Six Months Ended June 30,
2011 2010 Change 2011 2010 Change
(In millions)

Total operating revenues $ 772 $ 86¢ $ (96 $ 1517 $ 192t $ (419

Cost of energy 54.¢ 61.2 (6.9 112.¢ 138.5 (25.6)

Gross margin 22.4 25.7 3.9 38.4 53.9 (15.5)

Operating expenses 18.1 14.6 3.t 36.7 34.1 2.€

Depreciation and amortization 13.1 12.9 0.2 247 24.9 (0.2

Operating income (loss) (8.9 (1.9 (7.0 (23.0 (5.7 (17.9

Other income (deductions) 0.2 — 0.2 0.2 0.1 0.2

Net interest charges 4.0 4.7 0.7 (8.0 9.9 1.2

Earnings (loss) before income taxes (12.€) (6.9 (6.2 (30.7) (14.9 (16.9)

Income (tax) on margin (0.3 — (0.7) (0.7 (0.7 —

Net earnings (loss) $ (129 $ 65 $ 62 $ (309 $ (149 $ (16.5)

50 percent of net earnings (loss) $ ®64H) $ (B2 $ (B2 $ (1598 (T s (B2
Amortization of basis difference in Optim

Energy — (0.6 0.€ — (1.0 1.C
Post-impairment loss not recorded under

GAAP 6.4 — 6.4 15.4 — 15.4
PNMR equity in net earnings (loss) of

Optim Energy $ — % (3.9 $ 3¢ $ — % (8.2 $ 8.2

Optim Energy's current strategy and near-term fagw® utilizing cash flow from operations to reéwtebt and optimizing its generation assets aaralsione
independent power producer. The goal is to posiptim Energy to optimize its performance in therent market with the expectation of being abletake
advantage of any economic recovery in the powergasdmarket over the next several years.

Optim Energy's management evaluates the resultspefations on an on-going earnings before inteiesgme taxes, depreciation, amortization, mark-to-
market, and certain other items (“On-going EBITDABpsis. Twin Oaks, Cogen, and Cedar Bayou 4 gengratations comprise Optim Energy's
business. Revenue related to power sales andhgmes is included net in operating revenues. Gefdted to fuel purchases and sales are recoreeth rcost ¢
energy.

Optim Energy has a hedging program that variemgtgiven time depending on current market cond#tiand other factors. Optim Energy has designs
long-term power and steam contract as a normal saler @dAP. At June 30, 2011, all other transactiorss @esignated as economic hedges that are reqoires
marked to market. On-going EBITDA for the three risnended June 30, 2011 and 2010 excludes forwar#-tn-market gains of $5.9 million and losses of ¢
million. On-going EBITDA for the six months endedn& 30, 2011 and 2010 excludes forward mark-to-gtaghins of $2.6 million and $3.0 million.

Low power prices resulted in a decline in Optim Eyé&s average realized power price in 2011. OptimerBy offset some of the decline through optimizat!
generation and sales of excess emission allowaf@egating expenses in the second
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quarter of 2011 increased by $3.5 million mainlyeda a counterparty's emergence from bankrupt@0itD, which resulted in the reversal of a previmserve, &
well as increased incentive compensation costs.

On-going EBITDA excludes purchase accounting amotitirat related to the acquisitions of Twin Oaks arayéh. Amortization related to out of mai
contracts decreased total operating revenues $lidmand $7.3 million for the three months and sionths ended June 30, 2011, and $4.2 million&@ millior
for the three months and six months ended Jun@@0). Amortization for out of market contractdlwbntinue through 2021. In addition, cost of geinclude:
$1.6 million and $4.1 million for the three montisd six months ended June 30, 2011, and $1.3 mifliwd $2.6 million for the three months and six therende
June 30, 2010. The amortizations for emissionnadlces are recorded as the allowances are usdahingperations, sold, or expire.

On-going EBITDA also excludes interest expense andedggtion. Interest costs were reduced $0.7 milbod $1.4 million for the three months and
months ended June 30, 2011, primarily due to ister@e swaps that expired in January 2011. Degtieni expense increased $0.3 million for the thmeaths ende
June 30, 2011 and decreased $0.2 million for thensinths ended June 30, 2011, primarily due ta¢kieement of assets.

PNMR had a basis difference between its recordedstment in Optim Energy and 50 percent of Optinergy's equity resulting from Optim Enerc
acquisition of the Twin Oaks plant from PNMR in Z00"he portion of the basis difference relateddotract amortization ended in 2010 and other bdifisrences
including a difference related to emission allowesithat would have continued through the life & Tiwin Oaks plant, were taken into account in thedirmen
discussed above. The basis difference adjustmeatiete above relates primarily to contract amotiara with insignificant offsets related to the othminor basi
difference components.

On March 11, 2011, the Cedar Bayou 4 facility waséd into an unplanned outage due to mechanitatdathe plant has not returned to service a3uoie 3(
2011. Optim Energy owns 50% of Cedar Bayou 4. dbutage is not expected to have a material impacOptim Energy's financial results or position do
anticipated insurance recoveries.

LIQUIDITY AND CAPITAL RESOURCES

Statements of Cash Flows

The changes in PNMR’s cash flows for the six momrthded June 30, 2011 compared to June 30, 20 Khammarized as follows:

Six Months Ended June 30,

2011 2010 Change
(In millions)
Net cash flows from
Operating activities $ 847 $ 76.2 $ 8.5
Investing activities (138.6) (138.6) —
Financing activities 52.4 66.€ (14.5
Net change in cash and cash equivalents $ (14 s 45 § (5.9)

The changes in PNMR's cash flows from operatiniyitiess relate primarily to the January 2010 payingfithe $31.9 million settlement of the Califorr@aerg;
crisis legal proceeding. Improved collections unitier FPPAC at PNM of $20.9 million and decreasgsosted collateral requirements of $16.3 milliofFast Choic
and $3.5 million at PNM also contributed to therofpa The increases were partially offset by lowetrincome tax refunds in 2011 of $1.8 million comguato $63.
million in 2010.

PNMR's cash flows from investing activities relatémarily to increases in construction expendituire2011 of $12.3 million at PNM and $10.1 millia
TNMP, partially offset by a decrease in paymentgifghts-ofway renewals in 2011 of $4.8 million at PNM and $i65.4 million investment in Optim Energy in 20
Construction expenditures were funded primarilptiyh cash flows from operating activities and stemnn borrowings in both 2011 and 2010.

The changes in cash flows from financing activipeisnarily relate to payments received on PVNG8hfsales contract
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arrangements of $2.6 million in 2011 compared t6.$Imillion in 2010 as those contracts expired @té&nber 31, 2010. A $5.0 million reduction in nebrsterm
borrowings also contributed to the change.

Financing Activities

See Note 7 for information concerning the Comparfiiancing activities during the six months endede 30, 2011. The Company has from time to
refinanced or repurchased portions of its outstagdiebt. Depending on market conditions, the Compaay refinance other debt issuances or make additidek
repurchases in the future. Additional informationtbe Company financing activities is contained in Note 6 oftBto Consolidated Financial Statements in th®
Annual Reports on Form 10-K.

Capital Requirements

Total capital requirements consist of construcgapenditures and cash dividend requirements fdr botnmon and preferred stock. The Series A corble
preferred stock is entitled to receive dividendsieglent to any dividends paid on PNMR common staskif the preferred stock had been converted ¢gotamor
stock. The main focus of PNMR’current construction program is upgrading geraratesources, including renewable energy resoutecdse owned by PNM
upgrading and expanding the electric transmissiwh distribution systems, and purchasing nucleak fmjections, including amounts expended throdghe 3(
2011, for total capital requirements for 2011 a4€%2 million, including construction expenditur@s$363.0 million. Total capital requirements fbetyears 2011-
2015 are projected to be $1,611.6 million, inclgda@onstruction expenditures of $1,380.3 millione¥a amounts do not include forecasted construetipenditure
of Optim Energy or the costs of any pollution cohgquipment that might ultimately be required agsult of the EPA's final FIP decision issued argést 5, 201:
as discussed in Note 9. These estimates are uadgénuing review and subject to @oing adjustment, as well as to Board review amt@aml. PNM is reviewing tf
potential impacts of the EPA's FIP decision on @dpequirements.

During the six months ended June 30, 2011, PNMized cash generated from operations and cash od, lzs well as its liquidity arrangements, to mits
capital requirements, including construction expemes.

TNMP has $50.0 million in borrowings, which are wesdl by first mortgage bonds, that are due in 2NM has PCRBs of $39.3 million and $37.0 mil
that are subject to mandatory tender in 2015 adid 2BNMR has senior unsecured notes of $192.@tleatue in 2015. PNMR and its subsidiaries havether long-
term debt that comes due prior to 2018, excep$To2 million that is due in installments througHl30

As discussed in Note 11, Optim Energgredit facility expires in May 2012. During 20BNMR made capital contributions of $20.3 millian®@ptim Energy
which Optim Energy used to reduce debt under eslitfacility. PNMR does not have any contractwejuirement to provide Optim Energy with additiofinkncia
resources. If Optim Energy were to undertake aoldliti projects, which require funds that would exttee capacity of its current credit facility angt®n Energy i
unable to obtain additional financing capabilitiE§MR and ECJV may be asked to provide additiomatling, but such funding would be at the optiofPbfMR ant
ECJV and no assurance can be given that such fymwiih be available to Optim Energy. PNMR is unaltepredict if additional funding will be requested, if
requested, the amount or timing of additional fynflany, that would be provided to Optim Energywever, as of the date of this report, PNMR dodsanticipat
making additional contributions to Optim Energy.

Liquidity

PNMR’s liquidity arrangements include the PNMR Faciltyd the PNM Facility both of which primarily expine August 2012 and the TNMP Revolv
Credit Facility, which expires in December 2015e%é facilities provide shotérm borrowing capacity and also allow letters dit to be issued, which reduce
available capacity under the facilities. The Comypatilizes these credit facilities and cash flowsnfi operations to provide funds for both constarténd operation
expenditures. The Compasybusiness is seasonal with more revenues andflcaghfrom operations being generated in the summenths when air conditioni
loads are greater. In general, the Company reliethese credit facilities as the initial sourcefitmnce construction expenditures resulting in éased borrowing
under the facilities over time. Depending on market other conditions, the Company will periodigahter into arrangements for the sale of loeign debt an
utilize the proceeds to reduce the borrowings utiteicredit facilities. Borrowings under the PNMRcHity ranged from $7.0 million to $33.0 milliorudng the thre
months ended June 30, 2011 and from zero to $3Bi6mrduring the six months ended June 30, 201drr@&wings under the PNM Facility ranged from $24@illion
to $279.0 million during the three months endedeJ8®, 2011 and from $190.0 million to $279.0 milliduring the six months ended June 30, 2011. Thave bee
no borrowings under the TNMP Revolving Credit Ragitluring 2011. At June 30, 2011, average interatds were 1.44% for the PNMR Facility and 0.84fthe
PNM Facility.
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The Company'’s credit facilities contain variousafirtial and other covenants. The covenants, amdrey tiings, require minimum debt-tapital ratios, limi
asset sales, and restrict granting of liens. Nompdiamce with certain terms of the credit facilitiesuld require the repayment of outstanding amoantscommitmen
could be withdrawn. An acceleration of the repagtender one agreement could trigger the acceteraif repayment under the others. The Company in
compliance with all of the financial and other coaats at June 30, 2011.

The PNMR Facility and the PNM Facility will need be renegotiated or replaced prior to their exfuiret in order to provide sufficient liquidity tonfance
operations and construction expenditures. The abidity of such credit facilities, including the aomnts for borrowing thereunder and the terms andli¢ions, will
depend on the credit markets at that time, as agsthe Company’ credit ratings and operating results. PNMR aB® dline of credit with a local financial institun
that expires in August 2012. As of August 2, 20the, Company had short-term debt outstanding of $B@ifllion.

The Company currently believes that its internadhcgeneration, existing credit arrangements, awmeésacto public and private capital markets will yide
sufficient resources to meet the Compangapital requirements for the next twelve monitescover the difference in the amounts and timihgash generation a
cash requirements, the Company intends to use-gantborrowings under its current and future ligtyidirrangements. However, if market difficultiesperience
during the recession resurge or worsen, the Compaany not be able to access the capital marketemew credit facilities when they expire. In suclemy the
Company would seek to improve cash flows by redycapital expenditures and PNM would consider segkiuthorization for the issuance of first mortghgeds i
order to improve access to the capital marketsjedlsas any other alternatives that may remedysthmtion at that time.

In addition to its internal cash generation, thempany anticipates that it will be necessary to iobtdditional longterm financing in the form of de
refinancing, new debt issuances, and/or new eduityder to fund its capital requirements and dehturities during the 2011-2015 period.

The Companys ability, if required, to access the credit anplitzd markets at a reasonable cost and to prowidether capital needs is largely dependent u
ability to earn a fair return on equity, its resudf operations, its credit ratings, its abilitydiotain required regulatory approvals, and condgim the financial marke
The credit ratings for PNMR, PNM, and TNMP arefeeth under the heading Liquidity in the MD&A coimad in the 2010 Annual Reports on Form 10-K.

A summary of liquidity arrangements as of Augus2@11 is as follows:

PNMR PNM TNMP PNMR
Separate Separate Separate Consolidated
(In millions)
Financing Capacity:

Revolving credit facility $ 542.C $ 386.C $ 75.C $ 1,003.(
Local lines of credit 5.0 — — 5.C
Total financing capacity $ 547.C $ 386.C $ 75.C $ 1,008.(

Amounts outstanding as of August 2, 2011:
Revolving credit facility $ 19.C $ 288.C $ — $ 307.(
Local lines of credit — — — —
Total short-term debt outstanding 19.C 288.( — 307.(
Letters of credit 125 39.2 .8 112.¢
Total short—term debt and letters of credit $ 91.¢ $ 3272 $ 02 $ 419.
Remaining availability as of August 2, 2011 $ 455.1 $ 58.6 $ 747 $ 588.€
Invested cash as of August 2, 2011 $ 108 $ 107 $ — $ 21.C

The above table excludes intercompany debt. Thaireng availability under the revolving credit fhiiés varies based on a number of factors, inclgdhe
timing of collections of accounts receivables amgments for construction and operating expenditufege financing capacities of the PNMR Facility éhé PNN
Facility will reduce by $25.0 million and $18.0 fioh in August 2011 according to their terms. Thentpany does not believe the scheduled reductidheirfacilities
will have a significant impact on PNMR’s and PNNiguidity.
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For offerings of equity and debt securities regesewith the SEC, PNMR has a shelf registratiotest@nt expiring in March 2014. This shelf registma
statement has unlimited availability and can beraded to include additional securities, subjectadain restrictions and limitations. PNMR can atéfer new share
of PNMR common stock through the PNM Resources dDiRdan under a separate SEC shelf registratiderstnt that expires in August 2012. PNM has a
registration statement for the issuance of up @O$Bmillion of senior unsecured notes that wilpies in May 2014.

As discussed in Note 6 of the Notes to Consolid&tiedncial Statements in the 2010 Annual Reportsam 10K, disruption in the credit markets has hi
significant adverse impact on a number of finaniiatitutions and several of the financial insiitas that the Company deals with have been impattedever, &
this point in time, the Company'’s liquidity has r@ten materially impacted and management doesxpetethat it will be materially impacted in theanduture.

Off-Balance Sheet Arrangements

PNMR’s off-balance sheet arrangements include PiNdfjerating lease obligations for PVNGS Units 1 anthe EIP transmission line, and Delta, a 132
gas-fired generating plant. These arrangementsdredpre PNM the availability of lower-cost genematneeded to serve customers. See MD&A —EBfance She
Arrangements and Note 7 of Notes to Consolidatedrigial Statements in the 2010 Annual Reports amHA®-K.

Commitments and Contractual Obligations

PNMR, PNM, and TNMP have contractual obligations lfing-term debt, operating leases, purchase dibigs, and certain other lortgrm liabilities. Se
MD&A — Commitments and Contractual Obligations imet2010 Annual Reports on Form KO-APS, on behalf of the Four Corners participamsgotiate
amendments to the Four Corners facility lease with Navajo Nation, which would extend the leas@d1. The amendments have been approved by thed
Nation Council and signed by the Naf's President. The effectiveness of the amendmesdsrafjuires the approval of the DOI, which the F8arners participan
will pursue. PNM'’s share of the annual lease payssn$0.9 million beginning in 2016.

Contingent Provisions of Certain Obligations
As discussed in the 2010 Annual Reports on FornKIBNMR, PNM, and TNMP have a number of debt olilmes and other contractual commitments
contain contingent provisions. Some of these,iffggred, could affect the liquidity of the Compafhe contingent provisions include contractual é@ses in tt

interest rate charged on certain of the Compartydstderm debt obligations in the event of a downgraderedit ratings and the requirement to provideisgcunde
certain contractual agreements. The Company baliggdinancing arrangements are sufficient to nileetrequirements of the contingent provisions.
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Capital Structure

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

June 30, December 31,
2011 2010
PNMR
PNMR common equity 47.% 47.&%
Convertible preferred stock 3.1% 3.1%
Preferred stock of subsidiary 0.4% 0.4%
Long-term debt 48.6% 48.7%
Total capitalization 100.(% 100.(%
PNM
PNM common equity 51.1% 51.2%
Preferred stock 0.5% 0.5%
Long-term debt 48..% 48.2%
Total capitalization 100.(% 100.(%
TNMP
Common equity 59.4% 59.4%
Long-term debt 40.% 40.€%
Total capitalization 100.(% 100.(%

OTHER ISSUES FACING THE COMPANY
Climate Change Issues
Background

In 2010, PNMR’s interests in generating plantsptigh PNM and Optim Energy, emitted approximate® million metric tons of CQ, which comprises tt
vast majority of its GHG. By comparison, the td&HG in the United States in 2009, the latest yeawhich the EPA has compiled this data, were apipnately 6.(
billion metric tons, of which approximately 5.5 Imh metric tons were CQ@. According to EPA data, electricity generatiom@mted for approximately 2.2 billi
metric tons, or 40%, of the C{@missions.

PNM has several programs underway to reduce GHR@ ft® generation fleet, thereby reducing its expega climate change regulation. See Note 10. Pk
building 22 MW of utility-scale solar generatiorcted at five sites on PNMI'system throughout New Mexico, the first 7 MW diigh were in service at June
2011 and the rest will be complete by the end dfi2GPNM offers its customers a comprehensive plotfaf energy efficiency and load management prograwitt
an annual budget of over $17 million, that savesstimated 54 GWh of electricity per year. Overnlat 19 years, PNM projects the expanded eneffigiezfcy anc
load management programs will provide the equivadémpproximately 12,870 GWh of electricity, whiualill avoid at least 6.1 million metric tons of GD®ased upc
projected emissions from PNM's systemide portfolio with and without these programs. $éestimates are subject to change given thatdiffisult to accuratel
estimate avoidance because of the many underlyanghles with high uncertainty and complex inteatieinships, including changes in demand for eleityri

Management periodically updates the Board on the#emsadiscussed in this section and the Board eslyutonsiders the issues around climate chang
Companys GHG exposures, and potential financial conseeetiat might result from potential federal andtate regulation of GHG. The Board monitors prac
and procedures to assess the sustainability impectperations and products on the environments Theludes reviewing environmental management Bys
monitoring the implementation of corporate envir@mtal policy, monitoring the promotion of energyfi@éncy, and monitoring the use of renewable ey
resources.
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EPA Regulation

In April 2007, the U.S. Supreme Court held that #RA has the authority to regulate GHG under thea@lAir Act. This decision has heightened
importance of this issue for the energy industlthough there continues to be debate over thaildedand best design for state and federal progrémesCompan
anticipates that EPA will continue to regulate GHG.

In December 2009, the EPA released its final endangnt finding stating that the atmospheric conegioins of six key greenhouse gases (Qnethane
nitrous oxides, hydrofluorocarbons, perfluorocayomnd sulfur hexafluoride) endanger the publidtheand welfare of current and future generatioFise finding
does not by itself impose any requirements on preduof GHG, but the finding sets the groundwonktf@ EPA to regulate GHG from new and existindistery
sources such as power plants and new motor vehicles

On May 13, 2010, the EPA released the final PSD Eitld V Greenhouse Gas Tailoring Rule. The purpoSéhe rule is to “tailorthe applicability of tw:
programs, PSD and Title V operating permit prograimsvoid impacting millions of small GHG emitterss expected, the rule focuses on the largestesuwf GHC
including fossilfueled electric generating units. The final ruleabfishes three major phases for regulating GHGsEHL became effective January 2, 2011
addresses only those new or modified sources tleat &lready subject to the PSD construction peamit Title V operating permit programs for other ulagec
emissions. Under Phase 1, such sources must comifhlyPSD permitting requirements, including besaitable control technology (“BACT"analysis for GHG,
they construct a new unit or modify an existingtuhat will result in an increase in GHG of greatesn 75,000 tons per year. All of PN8/existing generating plai
are potentially subject to the Tailoring Rule besmwof the magnitude of ndBHG, but the plants do not have any currently ptghprojects that would trigger P
permitting for GHGs. Phase 2 began July 1, 2011aittesses any large source of GHG that was netopily subject to the PSD and Title V regulatorpgrams
The EPA has indicated that it will adopt a Phas® ®e effective in July 2013, which may phasevaresmaller GHG sources.

On December 23, 2010, EPA announced a proposethaiglag timeline for Clean Air Act NSPS for GHG fropower plants and petroleum refineries.
rulemaking timeline is established in two proposettlement agreements. On June 13, 2011, EPA aneduhat it will extend the deadline for proposM§PS fo
GHG emissions from electric generating units frarty 26, 2011 until September 30, 2011. The EPAestahat it needs more time to evaluate informaitigaceiver
during listening sessions with industry, state gomeents, and environmentalists to establish "sneasteffective, and productive standards." The deadtiméEPA tc
publish the final standards is still May 26, 20The Clean Air Acts NSPS provisions include separate programs for awadvmodified facilities and for existi
facilities. EPA will establish NSPS for new and nifea facilities directly, while EPA will establisemission guidelines for existing facilities thrdug cooperativ
federal-state process.

EPA regulation of GHG from large stationary soureels impact PNM'’s operations due to the Companggsance on fossifueled electric generation. T
impact to PNM is unknown because the regulatoryiremqents, including BACT implications and NSPSuiegments, are not yet defined. Impacts could e
investments in efficiency improvements and/or cointechnologies at the fosdilkeled generating plants. It is also possible thatcosts of such improvements
technologies could impact the economic viabilitysofme plants.

Federal Legislation

Prospects for enactment of legislation imposinga or enhanced regulatory program to address diclagange in the 112th Congress are extremely uy|
although Congress could address these issuesiitra fime. Instead, EPA is likely the primary verfar GHG regulation over the next two years.

The Company has assessed, and continues to afisedmpacts of potential climate change legislat@nregulation on its business. This assessmi
preliminary, and future changes arising out of lingislative or regulatory process could impact #issessment significantly. The Compangssessment incluc
assumptions regarding the specific GHG limits, tidng of implementation of these limits, the lewdl emissions allowances allocated and the leva thust b
purchased, the development of technologies forwabke energy and to reduce emissions, the coshiseons allowances, the degree to which offsetgs Ineaused fc
compliance, and provisions for cost containmentrédwer, the assessment assumes various markeioreastich as with respect to the price of coal gasl an
regional plant economics. These assumptions, st bee preliminary and speculative. However, baggoh these assumptions, the enactment of climtzaeg
legislation would likely, among other things, rdsul significant compliance costs, including sigeeint capital expenditures by the Company, anddc:@dpardize tt
economic viability of certain generating facilitieSor example, see the discussion in Note 9 untuercaption The Clean Air Act Regional Haze. In turn, the
consequences would lead to increased costs torsastoand could affect results of operations, céshsf and financial condition if the incurred cost® not fully
recovered through regulated rates. Higher rateddcalso contribute to reduced demand for elecyriciThe Companyg assessment process is ongoing bu
preliminary and speculative at this time

89




Table of Contents
for the meaningful prediction of financial impact.
Sate and Regional Activity

Pursuant to New Mexico law, each utility must subem IRP to the NMPRC every three years to evaluatewable energy, energy efficiency, |
management, distributed generation, and conventgngply-side resources on a consistent and comparable bHssIRP is required to take into consideratisk
and uncertainty of fuel supply, price volatilityndcosts of anticipated environmental regulatiohenvevaluating resource options to meet supply sieéthe utility’s
customers. The NMPRC issued an order in June 2@Quijring that New Mexico utilities factor a stamdized cost of carbon emissions into their IRAesgugrice:
ranging between $8 and $40 per metric ton of &itted and escalating these costs by 2.5% per ydader the NMPRC order, each utility must analyfzes:
standardized prices as projected operating céxflecting the developing nature of this issue,MMPRC order states that these prices may be cldaingde futur
to account for additional information or changertemstances. However, PNM is required to useetipeees for purposes of its IRP, and the priceg ma reflec
the costs that it ultimately will incur. PNBI'IRP filed with the NMPRC on July 18, 2011 (seaé\d0), showed that incorporation of the NMPRC megflicarbo
emissions costs did not significantly change theouece decisions regarding future facilities ovex hext 20 years. Much higher GHG costs than assuméhe
NMPRC analysis are necessary to impact future resadecisions. The primary consequence of the atdimkd cost of carbon emissions was an increagerteratio
portfolio costs.

Seven western states, including New Mexico, andetf@anadian provinces have entered into an accalldd the Western Regional Climate Action Initra
(the “WCI"), to reduce GHG from automobiles andtaer industries, including utilities. The WCI ealsed design recommendations for elements of analgtap-
andirade program in September 2008 and has createdadesubcommittees to develop detailed implemestiacommendations. Under the WCI recommenda
GHG from the electricity sector and fossil fuel samption of the industrial and commercial sectoosid be capped at then current levels and subjertgdulatiol
starting in 2012. Over time, producers would bgumeed to reduce their GHG. Implementation of design elements for GHG reductions would fall totestate ar
province.

On June 4, 2010, the NMED filed a petition with #& for the adoption of rules required to implerhanWClI cap-andrade program. A hearing was hel
September 2010. On November 2, 2010, the EIB ajgprtive NMED's proposal to institute a regional eegoHrade rule that would affect sources regulated MED
that emit more than 25,000 metric tons of g8&r year. The cap would start with an emissionglbss established in 2011. NMED would grant alloees for free t
regulated sources based on their baseline and an2i4al reduction. In order to take effect, New Mexand California must recognize each other asrigapartner
under the WCI regional trading program, which hasatcurred. California recently announced thatsthenest their proposed cap-anade program will start is 207
Also, several market elements including allowaneeking and a trading market must be establishedM&. PNM filed testimony in the rulemaking heai
estimating the cost of electricity to PNM'’s custamwould increase from a nominal amount in 201886 million in 2020 due solely to the NME®proposed rul
PNM appealed the EIB’s decision and after caamctioned mediation, PNM and EIB filed a joint iootasking the court of appeals to remand the tatige EIB fo
a period of 180 days. The court of appeals gratitednotion on July 19, 2011. PNM and other indugtyties filed a Petition for Regulatory Change&ad) of thi
NMED Rule on July 15, 2011. At its meeting on Auglis2011, the EIB decided that it will conduct hegs beginning on November 8, 2011 to determinetiver o
not the NMED rule should be repealed. If EIB does repeal the NMED rule, and implements the captaade program, PNM will seek to recover in rateg
increased costs due to the rule.

In December 2008, New Energy Economy (“NEE”), a+poafit environmental advocacy organization, petigd the EIB to amend existing regulations
adopt new regulations that would reduce GHG fromrses regulated by the State of New Mexico. Foltmyextensive litigation regarding the EfB&authority ti
regulate GHG, which did not resolve the issue,rtiemaking hearing on the NEE petition concludedOmtober 5, 2010. On December 8, 2010, the EIB amtbg
modified version of the petition. The modificatiopgshed the effective date to January 1, 2013xamsinths after NMED’s proposed cap-aindele rule is no longer
force, whichever is later. PNM filed testimony imetrulemaking hearing estimating the cost of elgtgrto PNM’s customers would increase by approximatel
million per year if the NEE’s proposed rule is atbmp On January 25, 2011, PNM appealed the EIB&sitm and, after coudanctioned mediation, PNM and E
filed a joint motion asking the court of appealgémand the case to the EIB for a period of 18Gdaje court of appeals granted the motion on 18]y2011. PN
and other industry parties filed a Petition for Rlegory Change (Repeal) of the NEE Rule on July2lB.1. At its meeting on August 1, 2011, the EIBided that i
will conduct hearings to determine whether or g NEE Rule should be repealed. The hearings wijirbat the conclusion of the hearings on the NMi[R
discussed above. If the EIB does not repeal the REIE, and it takes effect, PNM will seek to recowerates any increased costs due to the rule.

In April 2011, NEE moved to intervene in PNM's aghevhich motion was denied by the court of appeafter further procedural steps in the court opagls
NEE filed a Writ of Superintending Control in theeN Mexico Supreme Court in June 2011 and also ddoglacate the remand order entered by the cdappeals
After oral argument, the Supreme Court held on
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July 27, 2011 that NEE has the right to be a pamtgppeal. However, the remand of PNM's appeathich NEE is now an appellee, remains in effect.

Implementation of the NMED cap-and-trade rule isrently in doubt. The Governor of New Mexico esisiéd a smalbusiness task force to review rec
regulations shortly after her inauguration. Thé&timsce issued its recommendations on April 1, 200He recommendations include changing New Mesiatatus i
the WCI from participant to observer and revisihg tap-andrade rule approved in November 2010. In additathough the New Mexico 2011 legislative ses
did not repeal these rules, it is possible fututéoa by the EIB or a future legislative sessiomihtido so.

Impact of International Accords, Indirect Consequences, and Physical Impacts

Approximately 82.8% of PNM’s owned and leased gatieg capacity consists of coal or gaed generation that produces GHG, all of whicloisated withil
the United States. The Company does not anticgraedirect impact from any near term internaticaadords. All of Optim Energg’owned generation produces G
and is located within the United States. Based wmneat forecasts, the Company does not expectuijsub of GHG to increase significantly in the néamn. Man
factors affect the amount of GHG, including plaatfprmance. For example, if PVNGS experiencedgmgéd outages, PNM might be required to utilizeepfiowe
supply resources such as gas-fired generation,hwtield increase GHG. Because of the Company’s rdiepece on fossilieled generation, any legislation t
imposes a limit or cost on GHG will impact the castvhich electricity is produced. While PNM expett be entitled to recover that cost through rdtestiming an
outcome of proceedings for cost recovery is ungerta addition, to the extent that any additiocabkts are recovered through rates, customers nuceethei
demand, relocate facilities to other areas withdoenergy costs, or take other actions that uletyatill adversely impact the Company.

Given the geographic location of its facilities atwstomers, PNM generally has not been exposellet@xtreme weather events and other physical ire
commonly attributed to climate change, with the gitdle exception of periodic drought conditions.n@ite changes are generally not expected to haveriai
consequences in the near-term. Drought conditiomrthwestern New Mexico could impact the avallgbof water for cooling coafired generating plants. Wa
shortage sharing agreements have been in place 2082}, although no shortage has been declaretbdusdficient precipitation in the San Juan baBNM also has
supplemental water contract in place with the dieafribe to help address any water shortages fpoimary sources. The contract expires Decembe2@16. TNMP
First Choice, and Optim Energy have operationshin Gulf coast area of Texas, which experiencegierihurricanes. In addition to potentially causiptaysica
damage to Company or Optim Energy owned facilitigich disrupt the ability to generate, transmitd@r distribute energy, hurricanes can temporaeiguct
customers’ usage and demand for energy.

Financial Reform Legislation

In July 2010, the Dodérrank Wall Street Reform and Consumer Protectiot) which is intended to improve regulation of ficéal markets, was signed it
law. Many of the rules required to implement thgid&ation have not yet been finalized. The Compangurrently evaluating this legislation and canpredict th
impact it may have on the Company’s financial ctindi results of operations, cash flows, or ligtyidi

Other Matters

See Notes 9 and 10 herein and Notes 16, 17, and tt# 2010 Annual Reports on Form KOfor a discussion of commitments and contingendiate an
regulatory matters, and environmental issues faitiegCompany.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial statements in accozdamith GAAP requires Company management to seledtapply accounting policies that best provide
framework to report the results of operations andrfcial position for PNMR, PNM, and TNMP. The seien and application of those policies requiresagemer
to make difficult, subjective, and/or complex judgmbs concerning reported amounts of revenue anenses during the reporting period and the repatedunts ¢
assets and liabilities at the date of the finansfatements. As a result, there exists the likelihthat materially different amounts would be repdrunder differei
conditions or using different assumptions.

As of June 30, 2011, there have been no significhahges with regard to the critical accountinggies disclosed in PNMR’s, PNM’s, and TNMP201(
Annual Reports on Forms 10- The policies disclosed included unbilled revesjuegulatory accounting, impairments, decommiss@osts, derivatives, pens
and other postretirement benefits, accounting émtiogencies, income taxes, and market risk.
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MD&A FOR PNM

RESULTS OF OPERATIONS

PNM operates in only one reportable segment, PN&ttEE, as presented above in Results of Operat@mNMR.

MD&A FOR TNMP
RESULTS OF OPERATIONS
TNMP operates in only one reportable segment, TNBWRtric, as presented above in Results of Operatior PNMR.

DISCLOSURE REGARDING FORWARD LOOKING STATEMENTS

Statements made in this filing that relate to fatewents or PNMR’s, PNM'’s, or TNM®’expectations, projections, estimates, intentigosjs, targets, a
strategies, are made pursuant to the Private Siesukitigation Reform Act of 1995. Readers aretimmed that all forwardeoking statements are based upon cu
expectations and estimates and PNMR, PNM, and Tdb#me no obligation to update this information.

Because actual results may differ materially frévose expressed or implied by these forwlaking statements, PNMR, PNM, and TNMP cautiordega nc
to place undue reliance on these statements. PNMR#1's, and TNMPS$ business, financial condition, cash flow, andrafieg results are influenced by mi
factors, which are often beyond their control, tbah cause actual results to differ from those esg®d or implied by the forwatdeking statements. These faci

include:

Conditions affecting the Company’s ability tocass the financial markets and the Company’s oin®nergys ability to negotiate new cre
facilities for those expiring in 2012, includingsdiptions in the credit markets and actions byigatiagencies affecting the Comp’s credit ratings
The potential unavailability of cash from PNI's subsidiaries or Optim Energy due to regulatamtusory, or contractual restrictior

The impacts of decreases in the values of marletatpity securities on the trust funds maintaireegrovide nuclear decommissioning funding
pension and other postretirement benefits, inclydie levels of funding and expen

The recession and its impacts on the electriciagasof the Compar's customers

State and federal regulatory, legislative, ardigial decisions and actions, including the outesraof PNM5 pending electric rate case and transmi
rate case, and appeals of prior regulatory proogsg

The ability of PNM to successfully defend thdization of a future test year in its electricedilings with the NMPRC, including PNM’ ability tc
withstand challenges by regulators and interver

The ability of the Company to successfully forecasti manage its operating and capital expendityaasicularly in the context of a future test
rate case with respect to PN

The ability of PNM and TNMP to recover their coated earn their allowed returns in their regulatgéglictions,

The ability of PNM to meet the renewable energyunements established by the NMPRC, including #source diversity requirement, within
specified cost paramete

The risk that replacement power costs incurred KiIRelated to not meeting the specified capacittdafor its generating units under its Emerge
FPPAC will not be approved by the NMPRK

The risk that PNM may not be able to recover ithereased costs of rights-efay renewals on Native American lands through ratesrged t
customers

The ongoing risks relating to PNN's ownership interest in Optim Ener

Uncertainties surrounding PNN's assessments of strategic alternatives for itpetetive businesses, First Choice and Optim En¢

The risk that Optim Energy requires additional fio@l sources to expand its generation capacitpttoerwise, but is unable to identify and implen
profitable acquisitions or that PNMR and ECJV wiilit agree to make additional capital contributitm®ptim Energy

State and federal regulation or legislation refatim climate change, reduction of GHG, CCBs, NOx] ather power plant emissions, including the
that the Company and Optim Energy may have to cantonsubstantial capital investments and additiomaérating costs to comply with n
environmental requirements, including possible feittequirements to address regional haze regutatiod related BART requirements and conc
about global climate change, and the resultant atspan the operations and economic viability ofegating plants in which PNM and Optim Ene
have interests
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. The performance of generating units, including P\@NGJGS, Four Corners, and Optim Energy generatiitg, transmission systems, and distribt
systems, which could be negatively affected by mepuipment failures, major weather disruptionsrufitions in fuel supply, and other signific
operational issue:

. Financial and operational risks at PVNGS relatmghe regulatory review and actions in respondbecevents at the Fukushima Daiichi Nuclear P
Plant in Japar

. The risks associated with completion of generatimamsmission, distribution, and other projectgluding construction delays and unanticipated
overruns,

. Uncertainty regarding the requirements and relatets of decommissioning power plants owned origigrtowned by PNM and Optim Energy &
coal mines supplying certain PNM power plants, aff as the ability to recover decommissioning céisim customers

. Uncertainty surrounding the status of PNM’s jggoation in jointly-owned generation projects resulting from the scleebexpiration of the operatiot
documents for the projects beginning in 2016 arté@l changes in the objectives of the participam the projects

. The risk that recently enacted reliability standardgarding available transmission capacity mayeceedcertain PNM transmission rights use

transmit its generation resources and provide actefransmission customers resulting in a negquutchase additional transmission capacity, re
sales of transmission capacity, or operate gemer&ss economicall

. Changes in ERCOT protoco

. Changes in the cost of power acquired by First Ghand changes in the retail price of power in ER(
. The ability of First Choice to attract and retairstomers

. Collections experienc

. Fluctuations in interest rate

. Weather.

. Water supply

. Changes in fuel cost

. Availability of fuel supplies

. The effectiveness of risk management and commoiditytransactions

. Seasonality and other changes in supply and deinahé market for electric powe

. The impact of mandatory energy efficiency measoresustomer energy usag

. Variability of wholesale power prices and naturas grices

. Volatility and liquidity in the wholesale power nk&ts and the natural gas marki

. Uncertainty regarding the ongoing validity of gawerent programs for emission allowanc
. Changes in the competitive environment in the efeatdustry,

. The outcome of legal proceedini

. The extent of insurance coverage available fontdainade in litigation

. Changes in applicable accounting principles,

. The performance of state, regional, and nationahemies.

Any material changes to risk factors occurring rafte filing of PNMR’s, PNM’s, and TNMP’s 2010 AnauReports on Form 1B-are disclosed in Item 1.
Risk Factors, in Part Il of this Form 10-Q.

For information about the risks associated with uke of derivative financial instruments see Iteni@uantitative and Qualitative Disclosures About M
Risk.”

SECURITIES ACT DISCLAIMER

Certain securities described or crasferenced in this report have not been registareter the Securities Act of 1933, as amended, prstate securities lay
and may not be reoffered or sold in the UnitedeStatbsent registration or an applicable exemptimm the registration requirements of the Securitiesof 1933 an
applicable state securities laws. This Form 10-8sdwt constitute an offer to sell or the soligtatof an offer to buy any securities.

WEB SITE

The PNMR website, www.pnmresources.com, is an itapbrsource of Company information and PNMR encgesanvestors, analysts, and other intere
parties to visit the website frequently. PNMR keéps site updated and routinely posts new or ugdatiormation for public access. PNMR encourageslyests
investors, and other interested parties to reg@tethe website to automatically receive Compaifigrination by email. Once registered, participants can choose
a menu to automatically receive information, inghgdnews releases, notices of webcasts, and filigs the SEC. Participants can unsubscribe attemg and wil
not receive information that was not requested.
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PNMR’s Internet address is http://www.pnmresouic@s; PNM’s Internet address is http://www.pnm.cdMMP’s Internet address is http://www.tnpe.c
The contents of these websites are not a partisfRbrm 10-Q. The filings of PNMR, PNM, and TNMPtkithe SEC, including annual reports on FormK10-
quarterly reports on Form 10-Q, current reportd=orm 8K, and amendments to those reports, filed or flmedspursuant to Section 13(a) or 15(d) of the Sees
and Exchange Act of 1934, are accessible free afgehat http://www.pnmresources.com as soon asmahly practicable after they are filed with, ormished to, th
SEC. These reports are also available upon requesint from PNMR free of charge. Additionally, RNR's Corporate Governance Principles, code of sthido the
Right Thing-Principles of Business Conduct ), and charters of its Audit and Ethics Committeminating and Governance Committee, CompensatiahHumai
Resources Committee, and Finance Committee available at http://www.pnmresources.com/irmsggovernance.cfm and such information is avadélahl print
without charge, to any shareholder who requesihie. Company will post amendments to or waivermfits code of ethics (to the extent applicablen® €Companye
executive officers and directors) at this locatimmits website.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

The Company controls the scope of its various foofndsk through a comprehensive set of policied procedures and oversight by senior level managt
and the Board. The BoaslFinance Committee sets the risk limit paramefene. RMC, comprised of corporate and business segoféicers, oversees all of the r
management activities, which include commodity riskedit risk, interest rate risk, and busines&.riehe RMC has oversight for the ongoing evaluatidrthe
adequacy of the risk control organization and pe¢icThe Company has risk control organizationsckviare assigned responsibility for establishind anforcing th
policies, procedures, and limits and evaluatingriies inherent in proposed transactions, on aerprise-wide basis.

The RMC's responsibilities specifically include: establigimhof policies regarding risk exposure levels aativities in each of the business segments; aityl
to approve the types of derivatives entered intdgharity to establish a general policy regardingirterparty exposure and limits; authorization aetegation ¢
transaction limits; review and approval of contratel procedures for derivative activities; reviewd approval of models and assumptions used to lesédcmark-to-
market and market risk exposure; authority to apprand open brokerage and counterparty accountdefivatives; review of hedging and risk activitiéise exter
and type of reporting to be performed for monitgrof limits and positions; and quarterly reportioghe Audit and Finance Committees on these aiets/iThe RM(
also proposes risk limits, such as VaR and GEakhed-inance Committee for its approval.

It is the responsibility of each business segmertreate its own control procedures and policighiwithe parameters established by the Corporaten€ia
Risk Management Policy, approved by the Finance @ittee. The RMC reviews and approves these policidsch are created with the assistance of the
Management Department and the Vice President aedsUrer. Each business segmepblicies address the following controls: authediznstruments and marke
authorized personnel; policies on segregation dfedu policies on mark-toaarket accounting; responsibilities for deal captuconfirmation responsibilitie
responsibilities for reporting results; statememtlee role of derivative transactions; and limitsindividual transaction size (nominal value).

To the extent an open position exists, fluctuaiognmodity prices can impact financial results aimdricial position, either favorably or unfavorabhs &
result, the Company cannot predict with certaihty impact that its risk management decisions mag ba its businesses, operating results, or firsupasition.

Information concerning accounting for derivativesldhe risks associated with commodity contractetsorth in Note 4. Note 4 also contains a sumyméthe
fair values of mark-to-market energy related demeacontracts included in the Condensed Consaii8alance Sheets.

The following table details the changes in PNMR& asset or liability balance sheet position forkvta-market energy transactions other than cash
hedges:
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Economic
Trading Hedges Total
Six Months Ended June 30, 2011 (In thousands)
Sources of fair value gain (loss):
Net fair value at beginning of period $ — $ (22,97H $ (22,97Y
Amount realized on contracts delivered during peri — 5,57¢ 5,57¢
Changes in fair value — 1,42( 1,42
Net change recorded as mark-to-market = 6,99¢ 6,99¢
Net change recorded as regulatory
assets and liabilities — (39¢) (39¢)
Unearned/prepaid option premiums — 1,66¢€ 1,66¢
Settlement of de-designated cash flow hedges — 25C 25C
Net fair value at end of peri $ — $ (1446) $ (14,46)
Economic
Trading Hedges Total
Six Months Ended June 30, 2010 (In thousands)
Sources of fair value gain (loss):
Net fair value at beginning of period $ 1,23¢ % 2217 $ 3,45¢
Amount realized on contracts delivered during pa (599) 7,111 6,517
Changes in fair value 33 (31,23¢) (31,269
Net change recorded as mark-to-market (627) (24,12 (24,757
Unearned/prepaid option premiums — 1,08¢ 1,08¢
Settlement of de-designated cash flow hedges = 1,24¢ 1,24¢
Net fair value at end of peri $ 612 $ (19579 $ (18,969

The following table provides the maturity of PNMRigt assets (liabilities) other than cash flow ledgyiving an indication of when these markstarke
amounts will settle and generate (use) cash.

Fair Value of Mark-to-Market Instruments at June 30, 2011

Less than 1
Year 1-3 Years 4+ Years Total
(In thousands)

Economic hedges

Prices actively quoted $ (11,88) $ (2,58¢) $ — $ (14,469

Prices provided by other external sources (2,047 (2,756 (587) (4,389

Prices based on models and other valuati 4,477 (85) — 4,392
Total $ (8,44 $ (5,429 $ (587 $  (14,46)

Risk Management Activities

PNM measures the market risk of its lolegm contracts and wholesale activities using a \¢aRulation to measure price movements. The VdBulior
reports the possible market loss for the respedtamsactions. This calculation is based on thestetion$ fair market value on the reporting date. Accagtjinthe
VaR calculation is not a measure of the potentabanting mark-tanarket loss. PNM utilizes the Monte Carlo VaR siatien model. The Monte Carlo model utili:
a random generated simulation based on historickitility to generate portfolio values. The quaatiite risk information, however, is limited by tiparametel
established in creating the model. The instrumbatsg evaluated may trigger a potential loss inesgmf calculated amounts if changes in commoditep excee
the confidence level of the model used. The VaRhoddtlogy employs the following critical parametehistorical volatility estimates, market valuesatifcontractue
commitments, appropriate market-oriented holdingags, and seasonally adjusted and cross-commoditglation estimates. The VaR calculation considd{M’s
forward positions, if any. PNM uses a holding périd three days as the estimate of the lengthnoé that will be needed
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to liquidate the positions. The volatility and tberrelation estimates measure the impact of adyaise movements both at an individual positioreleas well as
the total portfolio level. The VaR confidence leestablished is 95%. For example, if VaR is cat@daat $10.0 million, it is estimated that in 95@ of 1,000 mark
simulations the pre-tax loss in liquidating thetfaio would not exceed $10.0 million in the thréays that it would take to liquidate the portfolio.

PNM measures VaR for all transactions that aredirettly asset-related and have economic risk. Rhtvhot have any noasset backed transactions for the
months ended June 30, 2011 and 2010.

First Choice measures the market risk of its resaiés commitments and supply sourcing activiteegia GEaR calculation to monitor potential rig@sure
related to taking contracts to settlement and a ¥aBulation to measure short-term market priceaiotp.

Because of its obligation to serve customers, Eistice must take certain contracts to settlemietordingly, a measure that evaluates the settlewieRirs
Choice’s positions against earnings provides mamageé with a useful tool to manage its portfoliorsEiChoice uses a hold-toaturity at risk for 12 montl
calculation for its GEaR measurement. The calcutatitilizes the same Monte Carlo simulation apphodescribed above at a 95% confidence level arlddes th:
retail load and supply portfolios. Management hedgethe GEaR results are a reasonable approximafidhe potential variability of earnings againstefcaste
earnings. The quantitative risk information, howevs limited by the parameters established in tingathe model. The instruments being evaluated tngger ¢
potential loss in excess of calculated amount$hi#nges in commodity prices exceed the confideneel lef the model used. The GEaR calculation considiérs
Choices forward position for the next 12 months and h@dsh position to settlement. The volatility and torrelation estimates measure the impact of advaric
movements both at an individual position level &l s at the total portfolio level. For exampleGEaR is calculated at $10.0 million, it is esttedathat in 950 out «
1,000 market scenarios calculated by the moddbdees against the Company’s forecasted earnirgstbe next twelve months would not exceed $1010ami

For the six months ended June 30, 2011, the aveé3&gdk amount was $2.7 million, with high and lowaREamounts for the period of $4.4 million and ¢
million. The total GEaR amount at June 30, 2011 $29 million. For the six months ended June 3Q,2@he average GEaR amount for these transaatians$3.-
million, with high and low GEaR amounts for theiperof $5.4 million and $1.5 million.

First Choice utilizes a VaR measure to manage &gket risk. The VaR limit is based on the samel fotatfolio approach as the GEaR measure; howetie
VaR measure is intended to capture the effecthahges in market prices over a holding period, wiiicough June 30, 2010 was ten days. This holdergpd wa
considered appropriate given the nature of Firsti€s supply portfolio and the constraints faced byt=@hoice in the ERCOT market. In July 2010, F@bbice
modified the method of calculating VaR to consiBiest Choices positions over the life of the total portfoliodais intended to capture the effects of changesdrke
prices over a three day holding period. These obsinghich did not significantly impact the VaR amtsy are considered appropriate given the natufFerst Choices
supply portfolio and the developing ERCOT markeieTVaR calculations utilize the same Monte Cartowation approach described above at a 95% corda
level. The VaR amount for these transactions was &fllion at June 30, 2011. For the six monthseshdune 30, 2011, the high, low and average VaRuataaver
$0.8 million, $0.1 million and $0.3 million. Foretsix months ended June 30, 2010, the high, lowaaredage VaR amounts were $2.3 million, $0.4 nrille;d $1.
million.

The Company's risk measures are regularly monitbyethe Company's RMC. The RMC has put in place@dares to ensure that increases in risk mee
that exceed the prescribed limits are reviewed Hrittemed necessary, acted upon to reduce exmsta® or GEaR limits were not exceeded duringstkenonth:
ended June 30, 2011 or 2010.

The VaR and GEaR limits represent an estimate efpibtential gains or losses that could be recognarethe Company’ portfolios, subject to market ri:
given current volatility in the market, and are ma&cessarily indicative of actual results that nmeagur, since actual future gains and losses wifedifrom thos:
estimated. Actual gains and losses may differ duadtual fluctuations in market prices, operatingasures, and the timing thereof, as well as changethe
underlying portfolios during the year.

Credit Risk
The Company conducts counterparty risk analysi®sacbusiness segments and uses a credit managenoeess to assess the financial conditior

counterparties. Credit exposure is regularly moeidoby the RMC. The RMC has put procedures in ptacensure that increases in credit risk that exdbe
prescribed limits are reviewed and, if deemed resrgs acted upon to reduce exposures.
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The following table provides information related RINMR'’s credit exposure as of June 30, 2011. The tabtbeiudelineates that exposure by the c
worthiness (credit rating) of the counterpartied arovides guidance as to the concentration oficrist to individual counterparties. All credit pasures at June !
2011 will mature in less than two years.

Schedule of Credit Risk Exposure
June 30, 2011

Net
Number of Exposure of
Credit Risk  Counter-parties Counter-parties
Rating & Exposure® >10% >10%
(Dollars in thousands)
External ratings:
Investment grade $ 3,352 3 $ 2,11z
Non-investment grade 47 — —
Internal ratings:
Investment grade 15 — —
Non-investment grade 41¢€ — —
Total $ 3,83( $ 2,11:

(1) The Rating included in “Investment Grade” & £ounterparties with a minimum S&P rating of BB& Moody's rating of Baa3. If the counterparty hpmevided i
guarantee by a higher rated entity (e.g., its gareletermination is based on the rating of itsrgotor. The category “Internal Ratings - Investm@nade”includes thos
counterparties that are internally rated as investrgrade in accordance with the guidelines esfaddi in the Compar's credit policy

(2) The Credit Risk Exposure is the gross cregfiosure, including long-term contracts (other tiialh requirements customers), forward sales, anattderm sales. Tt
exposure captures the amounts from receivabledfes/dor realized transactions, delivered and leitevenues, and mark-toarket gains/losses (pursuant to con
terms). Gross exposures can be offset accorditegtdly enforceable netting arrangements but ateeduced by available credit collateral. Creditateral includes ca:
deposits, letters of credit, and parental guaranteeeived from counterparties. Amounts are presebefore the application of such credit collatématruments. At Jur
30, 2011, PNMR held no credit collateral to offéetcredit exposure

The Company provides for losses due to market eeditaisk. Net credit risk for the Company’s lasgeounterparty as of June 30, 2011 was $0.9 millio
Interest Rate Risk

The Company has long-term debt which subjects ihéorisk of loss associated with movements in maikterest rates. The majority of the Companyiglo
term debt is fixed-rate debt and does not exposairegs to a major risk of loss due to adverse charig market interest rates. However, the fair @t PNMR's
consolidated longerm debt instruments would increase by 4.3% #rnest rates were to decline by 50 basis points fitweir levels at June 30, 2011. In genera
increase in fair value would impact earnings arehdéows to the extent not recoverable in rateslibr a portion of debt instruments were acquirethe open mark
prior to their maturity. As described in Note 7, MR has longeerm debt of $50.0 million that bears interest aadable rate. However, TNMP has also entered &
hedging arrangement that effectively results irs @bt bearing interest at a fixed rate, therebyiehting interest rate risk. At August 2, 2011, ¥R had $307.
million of consolidated shoiterm debt outstanding under its revolving credilfees and local line of credit, which allow fa maximum aggregate borrow
capacity of $1,008.0 million. These facilities ba#erest at variable rates, which averaged 0.87%oowings, and the Company is exposed to inteegs risk to th
extent of future increases in variable interesgat

The securities held by PNM in the NDT and in trdstspension and other postaployment benefits had an estimated fair valug6af7.0 million at June 3
2011, of which 33.6% were fixedte debt securities that subject PNM to risk afslof fair value with movements in market inteneges. If interest rates were
increase by 50 basis points from their levels aeJ80, 2011, the decrease in the fair value ofideel-rate securities would be 5.3%, or $11.5 millioneTecuritie
held by TNMP in trusts for pension and other paaplyment benefits had an estimated fair value7df.@ million at June 30, 2011, of which 30.2% wfxed-rate
debt securities that subject TNMP to risk of logsair value with movements in market interest saté interest rates were to increase by 50 bagistg from thei
levels at June 30, 2011, the decrease in the dhilevof the fixed-rate securities would be 6.5%$b# million.
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PNM and TNMP do not directly recover or return thgh rates any losses or gains on the securitiekydimg equity and alternative investments discd
below, in the trusts for nuclear decommissioningension and other postaployment benefits. However, the overall perforoeanf these trusts does enter into
periodic determinations of expense and fundingliewehich are factored into the rate making prod¢egbe extent applicable to regulated operati®V and TNMF
are at risk for shortfalls in funding of obligat®due to investment losses, including those froenettuity market and alternatives investment risksussed below
the extent not ultimately recovered through raterged to customers.

Equity Market Risk

The NDT and trusts established for PNM’s pensiod postemployment benefits hold certain equity securitiedune 30, 2011. These equity securities e
PNM to losses in fair value should the market valogethe underlying securities decline. Equity s&ims comprised 53.6% of the securities held g/ tarious PN}
trusts as of June 30, 2011. The trusts establiglreENMP’s pension and pogimployment benefits hold certain equity securitidgese equity securities expose TN
to losses in fair value should the market valuethefunderlying securities decline. Equity secesittcomprised 49.5% of the securities held by th&PNrusts as «
June 30, 2011. There was a significant declindéngeneral price levels of marketable equity séesrin late 2008 and in early 2009. The impactthefe decline
were considered in the funding and expense valuaferformed for 2010 and 2011, which resultecg@uced income or increased expense related tcetimqn plan
being recorded and required increased levels dafifighbeginning in 2010. See Note 8.

Alternatives Investment Risk

The Company has a target of investing 20% of itssjmn assets in the alternatives asset class, vammunted to 20.5% as of June 30, 2011. This irc
real estate, private equity, and hedge funds. Timvsstments are limited partner structures thamnanlti-manager multstrategy funds. This investment approach ¢
broad diversification and minimizes risk comparedtdirect investment in any one component of timel§. The general partner oversees the selectmanitoring
of the underlying managers. The Compan@orporate Investment Committee, assisted byntsstment consultant, monitors the performancéefinds and gene
partners investment process. There is risk associated thébe funds due to the nature of the strategidsteshniques and the use of investments that ddvanx
readily determinable fair value. The valuation lné alternative asset class was also impacted bgigndicant decline in the general price levelsmdrketable equi
securities in 2008 and 2009.

ITEM 4. CONTROLS AND PROCEDURES
PNMR
Evaluation of disclosure controls and procedures
As of the end of the period covered by this qugrteeport, PNMR conducted an evaluation under thpesvision and with the participation of PNMR’
management, including the Chief Executive Officad ahe Chief Financial Officer, of the effectiveresf the design and operation of the disclosurdrotmant
procedures (as defined in Rules 13a-15(e) and1B%e} under the Securities Exchange Act of 1934kl upon this evaluation, the Chief Executivedeffiand th

Chief Financial Officer concluded that the disclesaontrols and procedures are effective.

Changes in internal controls

There have been no changes in PNMR'’s internal obotrer financial reporting (as such term is dedirie Rules 13a-15(f) and 15t6(f) under the Securiti
Exchange Act of 1934) during the quarter ended Bh&011 that have materially affected, or ars@aably likely to materially affect, PNMR'internal control o
financial reporting.

PNM

Evaluation of disclosure controls and procedures

As of the end of the period covered by this qulrteeport, PNM conducted an evaluation under thpesuision and with the participation of PN’
management, including the Chief Executive Officed ahe Chief Financial Officer, of the effectivesesf the design and operation of the disclosurdrotmant

procedures (as defined in Rules 13a-15(e) and1B%e} under the Securities Exchange Act of 1934xeB upon this evaluation, the Chief Executived@ffiand th
Chief Financial Officer concluded that the discl@saontrols and procedures are effective.
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Changes in internal controls

There have been no changes in PNM'’s internal cbotrer financial reporting (as such term is definedRules 13a-15(f) and 15t5(f) under the Securiti
Exchange Act of 1934) during the quarter ended BMe2011 that have materially affected, or aresweaably likely to materially affect, PNM'internal control ov
financial reporting.

TNMP

Evaluation of disclosure controls and procedures

)

As of the end of the period covered by this quéytegport, TNMP conducted an evaluation under thpesvision and with the participation of TNMP
management, including the Chief Executive Officad ahe Chief Financial Officer, of the effectiveresf the design and operation of the disclosurdrotmant
procedures (as defined in Rules 13a-15(e) and1B%€} under the Securities Exchange Act of 1934xeB upon this evaluation, the Chief Executivedeffiand th
Chief Financial Officer concluded that the disclesaontrols and procedures are effective.

Changes in internal controls
There have been no changes in TNMP’s internal obotrer financial reporting (as such term is defirie Rules 13a-15(f) and 15t6(f) under the Securiti
Exchange Act of 1934) during the quarter ended 3011 that have materially affected, or arsaeably likely to materially affect, TNMB’internal control ovi
financial reporting.
PART Il — OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

See Notes 9 and 10 in the Notes to Condensed Goatsal Financial Statements for information relatethe following matters, for PNMR, PNM, and TNN
incorporated in this item by reference.

. Regional Haz+~ SJGS

. Regional Haz+ Four Corner:

. Citizen Suit Under the Clean Air A

. Navajo Nation Environmental Issu

. Four Corners Notice of Intentto S

. Santa Fe Generating Stati

. Coal Combustion Waste Dispo:- Sierra Club Allegation

. Gila River Indian Reservation Superfund ¢

. PVNGS Water Supply Litigatio

. San Juan River Adjudicatic

. Begay v. PNM et &

. Transmission Issue

. PNM — Emergency FPPA(

. PNM - 2010 Electric Rate Ca:

. PNM - Transmission Rate Ca

. TNMP Competitive Transition Charge Ti-Up Proceediny

. TNMP - Interest Rate Compliance Tar

. TNMP - Advance Meter System Deployment and Surcharge R
. TNMP — Remand of ERCOT Transmission Rates for 1999 an@

See also Climate Change Issues under Other Issw@sgRhe Company in MD&A. The third, fourth, anfitf paragraphs under State and Regional Activiey a
incorporated in this item by reference.

ITEM 1A. RISK FACTORS

As of the date of this report, there have been ateral changes with regard to the Risk Factorslaied in PNMR’s, PNM’s, and TNMB’Annual Reports ¢
Form 10-K for the year ended December 31, 2010ebas discussed below.

As a result of the March 2011 earthquake and tsunanthat caused significant damage to the Fukushima &ichi Nuclear Power Plant in Japan, there may b
additional regulations or other changes that wouldaffect PVNGS.
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The NRC has broad authority under federal law tpase licensing and safetglated requirements for the operation of nucleamegation facilities. Ever
impacting the industry may lead the NRC to impodditional requirements and regulations on exisang new facilities. As a result of the March 2@kkthquak
and tsunami that caused significant damage to ttk@$hima Daiichi Nuclear Power Plant in Japan,awsiindustry organizations are working to analy#erimatior
from the Japan incident and develop action plandf&. nuclear power plants. Additionally, the NRCperforming its own independent review of thems &
Fukushima Daiichi, including a review of the ageagyrocesses and regulations in order to determirether the agency should promulgate additionallegipns an
possibly make more fundamental changes to the N®Gt®m of regulation. PNM cannot predict whenNRC will take formal action as a result of its iew. The
financial and/or operational impacts on PVYNGS maesignificant.

In the event of noncompliance withrgguirements, the NRC has the authority to imposeetary civil penalties or a progressively increbisespection regin
that could ultimately result in the shut down afrat, or both, depending upon the NRC's assessaofehe severity of the situation, until compliariseachieved. Tt
increased costs resulting from penalties, a hemgutdevel of scrutiny and implementation of plamsithieve compliance with NRC requirements may esilg affec
the financial condition, results of operations aagh flows of PNMR and PNM.

ITEM 6. EXHIBITS

3.1 PNMR Articles of Incorporation of PNM Resoes¢c as amended to date (incorporated by referenEghibit 3.1 to PNMRS Curren
Report on Form 8-K filed November 21, 2008)

3.2 PNM Restated Articles of Incorporation of PNM, as amahthrough May 31, 2002 (incorporated by referendéxhibit 3.1.1 to th
Company’s Quarterly Report on Form 10-Q for thertpreended June 30, 2002)

3.3 TNMP Articles of Incorporation of TNMP, as amended thgbuJuly 7, 2005 (incorporated by reference to Exh#l.2 to the
Company’s Quarterly Report on Form 10-Q for thertpreended June 30, 2005)

3.4 PNMR Bylaws of PNM Resources, Inc. with all amendmeantarnd including February 17, 2009 (incorporateddfgrence to Exhib
3.1 to PNMR’s Current Report on Form 8-K filed Fedoy 20, 2009)

3.5 PNM Bylaws of PNM with all amendments to and includifgay 31, 2002 (incorporated by reference to Exhit.2 to the
Company'’s Report on Form 10-Q for the fiscal quaeteded June 30, 2002)

3.6 TNMP Bylaws of TNMP as adopted on August@)2 (incorporated by reference to Exhibit 3.2.3n® Companys Quarterly Repo
on Form 10-Q for the quarter ended June 30, 2005)

4.1 PNMR Agreement of Resignation, Appointment and Acceptardfective as of June 1, 2011, among PNMR, ThekBd New York
Mellon Trust Company, N.A. and Union Bank, N.A.r(fdarch 15, 2005 PNMR Indenture)

4.2 PNM Agreement of Resignation, Appointment #&udeptance, effective as of May 1, 2011, among PNke Bank of New York
Mellon Trust Company, N.A. and Union Bank, N.A.r(fdarch 11, 1998 PNM Indenture)

4.3 PNM Agreement of Resignation, Appointment and Acceptamdfective as of June 1, 2011, among PNM, ThekB#rNew York
Mellon Trust Company, N.A. and Union Bank, N.A.r(fsugust 1, 1998 PNM Indenture)

4.4 TNMP Agreement of Resignation, Appointment and Acceptardfective as of June 1, 2011, among TNMP, ThekBz New York
Mellon Trust Company, N.A. and Union Bank, N.A.r(fdarch 23, 2009 TNMP Indenture)

10.1 PNMR Letter Agreement, dated as of May 3,12@etween PNM Resources, Inc. and Cascade IngastinL.C.
12.1 PNMR Ratio of Earnings to Fixed Charges

12.2 PNMR Ratio of Earnings to Combined Fixed @ka and Preferred Stock Dividends

12.3 PNM Ratio of Earnings to Fixed Charges

12.4 TNMP Ratio of Earnings to Fixed Charges
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311

31.2

31.3

314

315

31.6

32.1

32.2

32.3

PNMR

PNMR

PNM

PNM

TNMP

TNMP

PNMR

PNM

TNMP

Chief Executive Officer CertificatiomiBuant to Section 302 of the Sarbanes-Oxley A20OR

Chief Financial Officer CertificatiomBuant to Section 302 of the Sarbanes-Oxley AROOR

Chief Executive Officer Certification iBuant to Section 302 of the Sarbanes-Oxley AOOR

Chief Financial Officer Certification Buant to Section 302 of the Sarbanes-Oxley AOOR

Chief Executive Officer CertificatiomiBuant to Section 302 of the Sarbanes-Oxley A0

Chief Financial Officer CertificatioruRBuant to Section 302 of the Sarbanes-Oxley A206R

Chief Executive Officer and Chief Fioah Officer Certification Pursuant to Section 9ffethe Sarbanes-Oxley Act of 2002

Chief Executive Officer and Chief Fined©fficer Certification Pursuant to Section 90f@te Sarbanes-Oxley Act of 2002

Chief Executive Officer and Chief Fic&l Officer Certification Pursuant to Section 9ffehe Sarbanes-Oxley Act of 2002

Note: As permitted by SEC rules, the Company vill &n amendment to its Quarterly Report on Fori-Q that will contain information included hereinrasjuired it
eXtensible Business Reporting Language ("XBRL"nfat no later than 30 days after the date of thmgfibf this Quarterly Report.
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SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrants have duly caubedreport to be signed on their behalf by the eradne:
thereunto duly authorized.

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

(Registrants)

Date: August 8, 2011 /sl Thomas G. Sategha
Thomas G. Sategna
Vice President and Corporate Controller
(Officer duly authorized to sign this report)
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Exhibit 4.1
FINAL

AGREEMENT OF RESIGNATION, APPOINTMENT AND ACCEPTANE; effective as of June 1, 2011 (the “Agreemeridy) and among PNM Resourc
Inc., a New Mexico corporation and having its pirad office at Alvarado Square, Albuquerque, Newxide 87158 (the “Company”JThe Bank of New York Mello
Trust Company, N.A., a national banking associatlaty organized and existing under the laws ofltiiéted States and having a corporate trust officé08 Sout
Flower Street, Suite 500, Los Angeles, Californ@B7 as successor trustee, pursuant to one or sumeessor trusteeships, to JPMorgan Chase Bank, (Mhe
“Resigning Trustee”)and Union Bank, N.A., a national banking assocratialy organized and existing under the laws oflinéed States and having a corporate
office at 120 S. San Pedro Street, Ste. 400, Lagehes, California 90012 (the “Successor Trustee”).

RECITALS

WHEREAS, the Company has heretofore executed and deliverdoet Resigning Trustee the Indenture, dated &dav€h 15, 2005, under which there
currently outstanding $192,592,000 in aggregatecfpal amount of 9.25% Series A senior unsecurdéesndue 2015 (the “ Indentute
WHEREAS, the Company appointed Resigning Trustedbe3rustee, Note Registrar and Paying Agent utigedenture;

WHEREAS, the Indenture provides that the Trusteg atany time resign with respect to the relevaote by giving written notice of such resignatiorthe

Company, effective upon the acceptance by a suzc@ssstee of its appointment as a successor Teuste
WHEREAS, the Indenture provides that, if the Trestball resign, the Company, by a Board Resolusball promptly appoint a successor Trustee;

WHEREAS, the Indenture provides that any succe3sostee appointed in accordance with the Indensinadl execute, acknowledge and deliver tc
Company and to its predecessor Trustee an instiuaoeepting such appointment under the Indenturé tlhereupon the resignation of the predecessmtdewsha
become effective and such successor Trustee, withioy further act, deed or conveyance, shall becuvasted with all rights, powers, trusts and dutiéghe

predecessor Trustee;
WHEREAS, the Resigning Trustee wishes to resighrastee, Note Registrar and Paying Agent undetrtienture;

WHEREAS, the Company desires to appoint Succesagtde as successor Trustee, Note Registrar aridgPAgent to succeed Resigning Trustee in

capacities under the Indenture; and

WHEREAS, Successor Trustee is willing to accephsampointment as successor Trustee, Note RegitthPaying Agentjunder the Indenture;




NOW, THEREFORE, the Company, Resigning TrusteeSutessor Trustee, for and in consideration opteenises and of other good and valuable

consideration, the receipt and sufficiency of whach hereby acknowledged, hereby consent and agriesdlows:

THE RESIGNING TRUSTEE

1.1 Resigning Trustee hereby resigns as Trustete, Registrar and Paying Agent under the Indenture.
1.2 Resigning Trustee hereby represents and warai8uccessor Trustee that:
(@) No covenant or condition contained in thdeimture has been waived by Resigning Trustee dhet&knowledge of the Responsible Office
Resigning Trustee, by the Holders of the percentagggregate principal amount of the Notes regubg the Indenture to effect any s

waiver.

(b) There is no action, suit or proceeding pegdor, to the knowledge of the Responsible OffioérResigning Trustee, threatened ag:
Resigning Trustee before any court or any governatethority arising out of any act or omissionRésigning Trustee as Trustee, M

Registrar and Paying Agent under the Indenture.
(c) As of the effective date of this Agreemdsigning Trustee will hold no moneys or properntger the Indenture.

(d) Resigning Trustee has duly authenticateddmilidered each of the Notes delivered to it fathaatication, all of which are outstanding as &

effective date hereof.

(e) To the knowledge of the Responsible OffiotResigning Trustee, the registers in which it hegistered and transferred registered N

accurately reflect the amount of Notes issued arnstanding and the amounts payable thereon.

(f) Each person who, on behalf of the Resigringstee, so authenticated the Notes was duly eleqtealified and acting as an officer or author
signatory of Resigning Trustee and empowered theaiicate the Notes at the respective times of suthentication and the signature

such person or persons appearing on such Noteslisseich person's genuine signature.

(g) This Agreement has been duly authorizedcatesl and delivered on behalf of Resigning Trustee constitutes its legal, valid and binc
obligation, enforceable in accordance with its tgrexcept as enforcement thereof may be limiteddnkruptcy, insolvency, reorganizat
or other similar laws relating to or affecting teeforcement of creditors' rights generally and byeayal equitable principles (regardles

whether such enforceability is considered in a @egiing in equity or at law).




(h) To the knowledge of the Responsible Offiskthe Resigning Trustee, no event has occurredsandntinuing which is, or after notice or la

of time would become, an Event of Default underltidenture.

1.3 Resigning Trustee hereby assigns, transfers, deliwed confirms to Successor Trustee all righg &hd interest of Resigning Trustee in ar
the trust under the Indenture and all the rightsygrs, trusts and duties of the Trustee, Note Regiand Paying Agent under the Indenture. Resggiirustee she
execute and deliver such further instruments aradl slo such other things as Successor Trustee emsonably require so as to more fully and certanelst an
confirm in Successor Trustee all the rights, powénssts and duties hereby assigned, transferreliyjeded and confirmed to Successor Trustee astdeudNoti

Registrar and Paying Agent. Upon the effectiverédbis Agreement, Resigning Trustee shall havéunitner duties or obligations under the Indenture.

THE COMPANY

1.4 The Company hereby accepts the resignatioresigRing Trustee as Trustee, Note Registrar anth@#&gent under the Indenture.

1.5 The Company hereby certifies that attached heseto Gopy of the Board Resolution which was dulypaeld by the Board of Directors of -
Company, is in full force and effect on the dateclo§ and which authorizes the Company to: (a) picBesigning Trustee's resignation as Trustee, Regstrar an
Paying Agent under the Indenture; (b) appoint Sssoe Trustee as Trustee, Note Registrar and Pagent under the Indenture; and (c) execute and/eleBucl
agreements and other instruments as may be negessdesirable to effectuate the succession of &smr Trustee as Trustee, Note Registrar and Pagegt unde
the Indenture.

1.6 The Company hereby appoints Successor Trusteeusse€runder the Indenture to succeed to, and hewmsig Successor Trustee with, all
rights, powers, trusts and duties of Resigning fBeisinder the Indenture with like effect as if oradly named as Trustee, Note Registrar and Pagigent in the
Indenture.

1.7 Promptly after the effective date of this Agreemehé Company (with the assistance of the SuccéRsmtee) shall cause a notice to be se
each Holder of the Notes in accordance with theipions of the Indenture.

1.8 The Company hereby represents and warrantesgfing Trustee and Successor Trustee that:

(@) The Company is a corporation duly and vglatiganized and existing pursuant to the lawsofutisdiction of organization.

(b) The Indenture was validly and lawfully exteiand delivered by the Company and the Noteshidhwit is the issuer were validly issued by

Company.

(c) The Company has performed or fulfilled priorthe date hereof, and will continue to perfoma dulfill after the date hereof, each coven

agreement, condition, obligation and responsibilitgler the Indenture.




(d) No event has occurred and is continuing Wic or after notice or lapse of time would becpare Event of Default under the Indenture.

(e) No covenant or condition contained in theelmture has been waived by the Company or, toekedf the Company's knowledge, by Holde!

the percentage in aggregate principal amount oNibtes required to effect any such waiver.

(f) There is no action, suit or proceeding pegddr, to the best of the Company's knowledge atereed against the Company before any coi

any governmental authority arising out of any asbmission of the Company under the Indenture.

(g) This Agreement has been duly authorizedcetesl and delivered on behalf of the Company anustitates its legal, valid and bindi

obligation, enforceable in accordance with its term

(h) All conditions precedent relating to the ajppment of the Successor Trustee under the Inderiave been complied with by the Company.

THE SUCCESSOR TRUSTEE

1.9 Successor Trustee hereby represents and watoaResigning Trustee and to the Company that:
(@) Successor Trustee is not disqualified unded, is eligible under, the provisions of the Indea to act as Trustee, Note Registrar and P

Agent under the Indenture.

(b) This Agreement has been duly authorizedcetesl and delivered on behalf of Successor Trustekeconstitutes its legal, valid and binc

obligation, enforceable in accordance with its &rm

1.10 Successor Trustee hereby accepts its appointmesuicaessor Trustee, Note Registrar and Paying Agreaér the Indenture and accepts
rights, powers, trusts and duties of Resigning fBeiss Trustee, Note Registrar and Paying Agergruheé Indenture, upon the terms and condition$ostt thereir
with like effect as if originally named as Trust&mte Registrar and Paying Agent under the Indentur

1.11 References in the Indenture to “Corporate fT@ffice” or other similar terms shall be deemed to refeah&corporate trust office of Succes
Trustee, which is presently located at 120 S. Saird°Street, Ste. 400, Los Angeles, California 1200

MISCELLANEOUS

1.12 Except as otherwise expressly provided herein tegssnthe context otherwise requires, all terms tmggdin which are defined in the Inden
shall have the meanings assigned to them in thentude.

1.13 This Agreement and the resignation, appointrard acceptance effected hereby shall be effeatvaf the date first written above.




1.14 Resigning Trustee hereby acknowledges paymentavigion for payment in full by the Company of compation for all services rendered
Resigning Trustee in its capacity as Trustee utidedndenture and reimbursement in full by the Campof the expenses, disbursements and advanaesddm
made by Resigning Trustee in its capacity as Teugteaccordance with the provisions of the Indemtwxcept for expenses and legal fees and disberdsnir
connection with this Agreement. Resigning Trustelehawledges that it relinquishes any lien it mayéhapon all property or funds held or collectedttty secure ar
amounts due it pursuant to the provisions of thdeimure. This Agreement does not constitute a waiv@ssignment by the Resigning Trustee of anypereatior
reimbursement, expenses or indemnity to which drimnay be entitled pursuant to the Indenture. Chepany acknowledges its obligation set forth m ltidenture t
indemnify Resigning Trustee for, and to hold RebignTrustee harmless against, any loss, liabitiigtnage, claim or expense incurred without negligemgllful
misconduct or bad faith on the part of Resigningstee and arising out of or in connection withdlceeptance or administration of the trust evidermethe Indentu
(which obligation shall survive the execution héjeo

1.15 This Agreement shall be governed by and coedtin accordance with the laws of the State of Newk.

1.16 This Agreement may be executed in any number ofitesparts each of which shall be an original, lushscounterparts shall together const
but one and the same instrument.

1.17 The Company, Resigning Trustee and Successor Erlmeeby acknowledge receipt of an executed cquantieof this Agreement and 1

effectiveness thereof.
[signature page follows]




IN WITNESS WHEREOF, the parties hereto have catisisdAgreement of Resignation, Appointment and Axtaace to be duly executed, effective as o

day and year first above written.

PNM RESOURCES, INC.

By: /s/ Terry R. Horn
Name:
Title:

UNION BANK, N.A.
as Successor Trustee

By:
Name:
Title:

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.
as Resigning Trustee

By:

Name:
Title:




IN WITNESS WHEREOF, the parties hereto have catlsisdAgreement of Resignation, Appointment and Ataece to be duly executed, effective as of the

day and year first above written.

PNM RESOURCES, INC.

By:

Name:
Title:

UNION BANK, N.A.
as Successor Trustee

By: _/s/ Jennifer Earle

Name:
Title:

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.
as Resigning Trustee

By:

Name:
Title:




IN WITNESS WHEREOF, the parties hereto have catisisdAgreement of Resignation, Appointment and Ataece to be duly executed, effective as o

day and year first above written.

PNM RESOURCES, INC.

By:

Name:
Title:

UNION BANK, N.A.
as Successor Trustee

By:

Name:
Title:

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.
as Resigning Trustee

By: _/s/ Raymond Torres

Name: RAYMOND TORRES
Title: SENIOR ASSOCIATE




BOARD RESOLUTION




PNM RESOURCES, INC.

CERTIFICATE OF ASSISTANT SECRETARY

I, J. S. ACOSTA, do hereby certify that | am a duly appointed, qigdifand acting Assistant SecretaryRMIM RESOURCES
INC. a corporation organized and existing under the laiwkheo State of New Mexico, and that at a meetinthef Board of Directors
said Corporation duly convened and held Tuesday,| A®j 2011, at which a quorum was present and actecbdh, the followin

resolutions were duly adopted:

WHEREAS , PNM Resources, Inc. (the “* Compaihyhas entered into an Indenture, dated as of Mak;l2Q05, with The
Bank of New York Mellon Trust Company, N.A. (formeffhe Bank of New York Trust Company, N.A. (as successor t
JPMorgan Chase Bank, N.A.)) (the “ Existing Trusteeas trustee for the issuance of senior notes (thetes\d of the
Company, including $192,592,000 outstanding aggremateipal amount of 9.25% Series A Notes due May2035 (the “
Series A Note$) issued pursuant to the Indenture dated as of Mab¢l2Q05, as supplemented by Supplemental Indenture
No. 1 dated as of March 30, 2005, as amended and sugied by Supplemental Indenture No. 2 dated as of14a2008

(as so supplemented and amended, the “ Indefjtuaad

WHEREAS , management invited the EXxisting Trustee and threer athstitutional trustees to submit proposals for
providing trustee services under the Indenture anel efaluating the proposals, has recommended that B#nk, N.A.
replace the Existing Trustee effective as of June 112hd Union Bank, N.A. is qualified and willing $erve as trustee
under the Indenture and with respect to all Notes éssnder the Indenture; and

WHEREAS , the Indenture permits the Company to appoint a seecessor trustee under the Indenture by a board
resolution and the Existing Trustee is deemed to hasigrmed as trustee under the Indenture upon delieetiyet Existing
Trustee of a board resolution appointing a successsiegiand an instrument of acceptance of such appaittarel

WHEREAS, the Board of Directors' Finance Committee (the “Fima@opmmittee”) has reviewed the matter and has
concluded that the proposed replacement of thesustappropriate and in the best interests of the Quynpad




WHEREAS, the Finance Committee has recommended that this Boardvapfhe appointment of Union Bank, N.A., as
successor trustee under the Indenture; and

WHEREAS , the Board is of the opinion that the appointmertioion Bank, N.A., as successor trustee under the ladent
is appropriate and in the best interests of the Company.

NOW, THEREFORE, BE IT RESOLVED , that effective as of June 1, 2011, Union Bank, .NsAhereby appointed as
successor trustee under the Indenture (replacing tiséiriExTrustee) and as successor trustee with respeltiNotas issued

under the Indenture, including the Series A Notesiestibo Union Bank, N.A. executing an instrument oféeptance of this
appointment effective as of June 1, 2011 and defigesaid instrument to the Company and the Existing Teusated

FURTHER RESOLVED , that the proper officers of the Company be, ang tregeby are, authorized to take all action and
do all things (including, without limitation, coorditing with the Existing Trustee and Union Bank, Nté\give notice, by
first class postage paid mail, of the resignation ofBkisting Trustee and appointment of Union Bank, Na%.,successor
trustee to all holders of the Series A Notes) as magasonably necessary or appropriate to effect theirappent of the
successor trustee under the Indenture.

| DO FURTHER CERTIFY that the above has not been amended, modifiedsomi@ed, but remains in full force and effect.

IN WITNESS WHEREOF , | have hereunto set my hand this"2iay of April 2011.

/s/ Jim Acosta

Assistant Secretary



Exhibit 4.2
FINAL

AGREEMENT OF RESIGNATION, APPOINTMENT AND ACCEPTANE; effective as of May 1, 2011 (the “Agreementy, and among Public Serv
Company of New Mexico, a New Mexico corporation dmading its principal office at Alvarado SquarepAguerque, New Mexico 87158 (the “Companye Banl
of New York Mellon Trust Company, N.A., a natiofmnking association duly organized and existingeurtde laws of the United States and having a catpdrus
office at 700 South Flower Street, Suite 500, Lagydles, California 90017, as successor trusteesupat to one or more successor trusteeships, toChae
Manhattan Bank (the “Resigning Trusteedhd Union Bank, N.A., a national banking assocratioly organized and existing under the laws oflinéted States ai

having a corporate trust office at 120 S. San P&dreet, Ste. 400, Los Angeles, California 90@h2 (Successor Trustee”).

RECITALS

WHEREAS, the Company has heretofore executed and deliverdoet Resigning Trustee the Indenture, dated &dav€h 11, 1998, under which there
currently outstanding twelve (12) series of semiosecured notes issued as collateral (the “ Indeiifu

WHEREAS, the Company appointed Resigning Trustedbe3rustee, Note Registrar and Paying Agent utidedenture;

WHEREAS, the Indenture provides that the Trusteg atany time resign with respect to the relevaote by giving written notice of such resignatiorthe

Company, effective upon the acceptance by a suzc@ssstee of its appointment as a successor Teuste
WHEREAS, the Indenture provides that, if the Trestball resign, the Company, by a Board Resolusball promptly appoint a successor Trustee;

WHEREAS, the Indenture provides that any succe3sostee appointed in accordance with the Indensinal execute, acknowledge and deliver tc
Company and to its predecessor Trustee an instriuateepting such appointment under the Indenture tlaereupon the resignation of the predecessamtdeusha
become effective and such successor Trustee, Wity further act, deed or conveyance, shall becuvasted with all rights, powers, trusts and dutiéghe

predecessor Trustee;
WHEREAS, the Resigning Trustee wishes to resighrastee, Note Registrar and Paying Agent undefrttienture;

WHEREAS, the Company desires to appoint Successmtde as successor Trustee, Note Registrar aridgPAgent to succeed Resigning Trustee in

capacities under the Indenture; and

WHEREAS, Successor Trustee is willing to accephsampointment as successor Trustee, Note RegitthPaying Agentjunder the Indenture;




NOW, THEREFORE, the Company, Resigning Trustee &uadcessor Trustee, for and in consideration ofptteanises and of other good and valu

consideration, the receipt and sufficiency of whaech hereby acknowledged, hereby consent and agriedlows:

THE RESIGNING TRUSTEE

1.1 Resigning Trustee hereby resigns as Trustee, Registrar and Paying Agent under the Indenture.
1.2 Resigning Trustee hereby represents and wartai8uccessor Trustee that:
(@) No covenant or condition contained in thdeimture has been waived by Resigning Trustee dhet«knowledge of the Responsible Office
Resigning Trustee, by the Holders of the perceniagggregate principal amount of the Notes regubg the Indenture to effect any s

waiver.

(b) There is no action, suit or proceeding pegdor, to the knowledge of the Responsible OffioérResigning Trustee, threatened ag:
Resigning Trustee before any court or any governahethority arising out of any act or omissionRésigning Trustee as Trustee, M

Registrar and Paying Agent under the Indenture.
(c) As of the effective date of this Agreemd®esigning Trustee will hold no moneys or propermger the Indenture.

(d) Resigning Trustee has duly authenticateddmilidered each of the Notes delivered to it fathaatication, all of which are outstanding as &

effective date hereof.

(e) To the knowledge of the Responsible OffiotResigning Trustee, the registers in which it hegistered and transferred registered N

accurately reflect the amount of Notes issued arnstanding and the amounts payable thereon.

(f) Each person who, on behalf of the Resigringstee, so authenticated the Notes was duly eleqtealified and acting as an officer or author
signatory of Resigning Trustee and empowered thesiicate the Notes at the respective times of suthentication and the signature

such person or persons appearing on such Noteslisseich person's genuine signature.

(g) This Agreement has been duly authorizedcatesl and delivered on behalf of Resigning Trustee constitutes its legal, valid and binc
obligation, enforceable in accordance with its tgrexcept as enforcement thereof may be limiteddnkruptcy, insolvency, reorganizat
or other similar laws relating to or affecting teeforcement of creditors' rights generally and byeagal equitable principles (regardles

whether such enforceability is considered in a pedling in equity or at law).




(h) To the knowledge of the Responsible Offiskthe Resigning Trustee, no event has occurredsandntinuing which is, or after notice or la

of time would become, an Event of Default underltigenture.

1.3 Resigning Trustee hereby assigns, transfers, deliwed confirms to Successor Trustee all righg &ind interest of Resigning Trustee in ar
the trust under the Indenture and all the rightsygrs, trusts and duties of the Trustee, Note Regiand Paying Agent under the Indenture. Resggiirustee she
execute and deliver such further instruments aradl slo such other things as Successor Trustee emsonably require so as to more fully and certanglst an
confirm in Successor Trustee all the rights, powénssts and duties hereby assigned, transferreliyeded and confirmed to Successor Trustee astdeudot:

Registrar and Paying Agent. Upon the effectiverndédhis Agreement, Resigning Trustee shall havéuniher duties or obligations under the Indenture.

THE COMPANY

1.4 The Company hereby accepts the resignatioresigRing Trustee as Trustee, Note Registrar anth@#&gent under the Indenture.

15 The Company hereby certifies that attached heseto ¢opy of the Board Resolution which was dulypaeld by the Board of Directors of
Company, is in full force and effect on the dateelo§ and which authorizes the Company to: (a) picBesigning Trustee's resignation as Trustee, Reggstrar an
Paying Agent under the Indenture; (b) appoint Sssoe Trustee as Trustee, Note Registrar and Pagent under the Indenture; and (c) execute andeleBucl
agreements and other instruments as may be negessdesirable to effectuate the succession of &smr Trustee as Trustee, Note Registrar and Pagegt unde
the Indenture.

1.6 The Company hereby appoints Successor Trusteeusse€runder the Indenture to succeed to, and hewtig Successor Trustee with, all
rights, powers, trusts and duties of Resigning fBeisinder the Indenture with like effect as if orédly named as Trustee, Note Registrar and Pajigent in the
Indenture.

1.7 Promptly after the effective date of this Agreemehé Company (with the assistance of the SuccéRsmtee) shall cause a notice to be se
each Holder of the Notes in accordance with theipions of the Indenture.

1.8 The Company hereby represents and warrantesigfing Trustee and Successor Trustee that:

(@) The Company is a corporation duly and vglatiganized and existing pursuant to the lawssfutisdiction of organization.

(b) The Indenture was validly and lawfully exteiand delivered by the Company and the Noteshidhwit is the issuer were validly issued by

Company.

(c) The Company has performed or fulfilled priorthe date hereof, and will continue to perfoma dulfill after the date hereof, each coven

agreement, condition, obligation and responsibilitgler the Indenture.




(d) No event has occurred and is continuing Wic or after notice or lapse of time would becpare Event of Default under the Indenture.

(e) No covenant or condition contained in theelmture has been waived by the Company or, toekedf the Company's knowledge, by Holdel

the percentage in aggregate principal amount oNibtes required to effect any such waiver.

(f) There is no action, suit or proceeding pegddr, to the best of the Company's knowledge atereed against the Company before any col

any governmental authority arising out of any acbmission of the Company under the Indenture.

(@) This Agreement has been duly authorizedcetesl and delivered on behalf of the Company anustitates its legal, valid and bindi

obligation, enforceable in accordance with its &rm

(h) All conditions precedent relating to the ajppment of the Successor Trustee under the Indemiave been complied with by the Company.

THE SUCCESSOR TRUSTEE

1.9 Successor Trustee hereby represents and watocaResigning Trustee and to the Company that:
(@) Successor Trustee is not disqualified unded, is eligible under, the provisions of the Indea to act as Trustee, Note Registrar and P

Agent under the Indenture.

(b) This Agreement has been duly authorizedcetesl and delivered on behalf of Successor Trustekeconstitutes its legal, valid and binc

obligation, enforceable in accordance with its &rm

1.10 Successor Trustee hereby accepts its appointmesuicaessor Trustee, Note Registrar and Paying Agreaér the Indenture and accepts
rights, powers, trusts and duties of Resigning fBeiss Trustee, Note Registrar and Paying Agergruhé Indenture, upon the terms and condition$ostt thereir
with like effect as if originally named as Trust&mte Registrar and Paying Agent under the Indentur

1.11 References in the Indenture to “Corporate fT@ffice” or other similar terms shall be deemed to refeah&corporate trust office of Succes
Trustee, which is presently located at 120 S. Saird°Street, Ste. 400, Los Angeles, California 1200

MISCELLANEOUS

1.12 Except as otherwise expressly provided herein tessnthe context otherwise requires, all terms tmggdin which are defined in the Inden
shall have the meanings assigned to them in thenbude.

1.13 This Agreement and the resignation, appointrard acceptance effected hereby shall be effeatvaf the date first written above.




1.14 Resigning Trustee hereby acknowledges paymentawigion for payment in full by the Company of compation for all services rendered
Resigning Trustee in its capacity as Trustee utidedndenture and reimbursement in full by the Campof the expenses, disbursements and advanaesddm
made by Resigning Trustee in its capacity as Teugteaccordance with the provisions of the Indemtwxcept for expenses and legal fees and disbergsnir
connection with this Agreement. Resigning Trustgenawledges that it relinquishes any lien it mayenapon all property or funds held or collectedtitp secure ar
amounts due it pursuant to the provisions of thieiriure. This Agreement does not constitute a waivessignment by the Resigning Trustee of anypearaatior
reimbursement, expenses or indemnity to whicharisay be entitled pursuant to the Indenture. Chepany acknowledges its obligation set forth i lidenture t
indemnify Resigning Trustee for, and to hold RebignTrustee harmless against, any loss, liabitiigtnage, claim or expense incurred without negligemgllful
misconduct or bad faith on the part of Resigningstee and arising out of or in connection withdlceeptance or administration of the trust evidermethe Indentu
(which obligation shall survive the execution hdyeo

1.15 This Agreement shall be governed by and coedtin accordance with the laws of the State of Newk.

1.16 This Agreement may be executed in any number ofitesparts each of which shall be an original, lughscounterparts shall together const
but one and the same instrument.

1.17 The Company, Resigning Trustee and Successor Erlmeeby acknowledge receipt of an executed cquentieof this Agreement and 1

effectiveness thereof.

[signature page follows]




IN WITNESS WHEREOF, the parties hereto have catisisdAgreement of Resignation, Appointment and Axtarce to be duly executed, effective as o

day and year first above written.

PUBLIC SERVICE COMPANY OF NEW MEXICO

By: _/s/ Terry R. Horn
Name: Terry R. Horn
Title: Vice President & Treasurer

UNION BANK, N.A.
as Successor Trustee

By:
Name:
Title:

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.
as Resigning Trustee

By:
Name:
Title:




IN WITNESS WHEREOF, the parties hereto have catisisdAgreement of Resignation, Appointment and Axtarce to be duly executed, effective as o

day and year first above written.

PUBLIC SERVICE COMPANY OF NEW MEXICO

By:

Name:
Title:

UNION BANK, N.A.
as Successor Trustee

By: _/s/ Jennifer Earle

Name: Jennifer Earle
Title: Vice President

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.
as Resigning Trustee

By

Name:
Title:




IN WITNESS WHEREOF, the parties hereto have catisisdAgreement of Resignation, Appointment and Axtarce to be duly executed, effective as o

day and year first above written.

PUBLIC SERVICE COMPANY OF NEW MEXICO

By:

Name:
Title:

UNION BANK, N.A.
as Successor Trustee

By:

Name:
Title:

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.
as Resigning Trustee

By: _/s/ Raymond Torres

Name: RAYMOND TORRES
Title: SENIOR ASSOCIATE




BOARD RESOLUTION




PUBLIC SERVICE COMPANY OF NEW MEXICO

CERTIFICATE OF ASSISTANT SECRETARY

I, Jim S. Acosta,do hereby certify that | am a duly elected, qualifend acting Assistant Secretary R{/BLIC SERVICE
COMPANY OF NEW MEXICO , a corporation organized and existing under thes lafwhe State of New Mexico, and that by Wri
Consent in Lieu of Meeting of the Board of Directafssaid Corporation, dated April 12, 2011, the fallog resolutions were du
adopted:

WHEREAS , Public Service Company of New Mexico (the “* Compédnyas entered into (1) an Indenture, dated as of
March 11, 1998, with The Bank of New York Mellonust Company, N.A. (formerly The Bank of New York Trust
Company, N.A. (as successor to JPMorgan Chase Bank, fémnefly JPMorgan Chase Bank (formerly known as The
Chase Manhattan Bank)))) (the “ Existing Trustgeas trustee for the issuance of senior unsecured (tbesPC_Notes)

of the Company, that to date have been issued in seviesllateral for a corresponding series of pollutionto| bonds for
Company projects in Arizona and New Mexico, includithg outstanding eleven series of PC Notes issued uhder
Indenture, dated as of March 11, 1998, as supplemangtémended by nine supplemental indentures (as sceaugpkd
and amended, the_ “ PC Indenttijpand (2) an Indenture, dated as of August 1, 1988, the Existing Trustee, as trustee,
for the issuance of senior unsecured notes (the “ NptEfsthe Company, that, to date, have been publsdyed, including
the outstanding $100,025,000 aggregate principal amoiuthe Company's 7.50% Series B Senior UnsecuredsNiiie
2018 (the “_7.50% Note¥, and $350,000,000 aggregate principal amountef@ompany's of 7.95% Senior Unsecured
Notes due 2018 (the " 7.95% Nof®sissued under the Indenture, dated as of Augus®d48,las supplemented and amended
by three supplemental indentures thereto (as so supplkednamd amended, the “ Public SUN Indentyr@nd together with
the PC Indenture, the “ Indenturgsand

WHEREAS , management invited the EXxisting Trustee and threer athstitutional trustees to submit proposals for
providing trustee services under each of the Indesitarel, after evaluating the proposals, has recommendedJtiion
Bank, N.A. replace the Existing Trustee as trustee muadeh of the Indentures (effective as of May 1,126dr the PC
Indenture and effective as of June 1, 2011 for tHadi®SUN Indenture) and Union Bank, N.A. is qualifiand willing to
serve as trustee under the (1) PC Indenture and@spect to all PC Notes issued under the PC Inderatnde(2) the Public
SUN Indenture and with respect to all Notes issuedttheter including the 7.95% Notes and 7.50% Notes; and




WHEREAS , each of the Indentures permits the Company to appaigw successor trustee by a board resolution and the
Existing Trustee is deemed to have resigned as trustee each of the Indentures upon delivery to the Exgslirustee of a
board resolution appointing a successor trustee aimsmament of acceptance of such appointment; and

WHEREAS , the Board is of the opinion that the appointment/ofon Bank, N.A., as successor trustee under eadteof t
Indentures, is appropriate and in the best interedteed€ompany.

NOW, THEREFORE, BE IT RESOLVED , that (1) effective as of May 1, 2011, Union BaNKA. is hereby appointed as
successor trustee (replacing the Existing Trustee) uhdelPC Indenture and with respect to all PC Notesissinder the
PC Indenture, and (2) effective as of June 1, 20hlorJBank, N.A. is hereby appointed as successor trgsphkacing the
Existing Trustee) under the Public SUN Indenture witll respect to all Notes issued under the Public Ingdenincluding
the 7.95% Notes and 7.50% Notes, subject to Union Bdrk executing an instrument of acceptance of lagointments
(effective as of May 1, 2011 for the PC Indenturel affective as of June 1, 2011 for the Public SUNehidre) and
delivering said instrument(s) to the Company and thstigg Trustee; and

FURTHER RESOLVED , that the proper officers of the Company be, ang tiegeby are, authorized to take all action and
do all things (including, without limitation, coorditing with the Existing Trustee and Union Bank, Nté\give notice, by
first class postage paid mail, of the resignation ofBkisting Trustee and appointment of Union Bank, Na%.,successor
trustee (1) under the PC Indenture to all holdersut§tanding PC Notes and (2) under the Public SUMMhde to all
holders of the 7.95% Notes and 7.50% Notes) as mayalserrably necessary or appropriate to effect the ajppeirt of the
successor trustee under each of the Indentures.

| DO FURTHER CERTIFY that the above has not been amended, modified or deskibut remains in full force and effect.

IN WITNESS WHEREOF , | have hereunto set my hand this 27th day of A@l12

/s/ Jim Acosta
Assistant Secretary




Exhibit 4.2
FINAL

AGREEMENT OF RESIGNATION, APPOINTMENT AND ACCEPTANE; effective as of June 1, 2011 (the “Agreemerti§),and among Public Serv
Company of New Mexico, a New Mexico corporation dading its principal office at Alvarado SquarepAguerque, New Mexico 87158 (the “Companye Banl
of New York Mellon Trust Company, N.A., a natiofmnking association duly organized and existingeurtde laws of the United States and having a catpdrus
office at 700 South Flower Street, Suite 500, Lasyéles, California 90017, as successor trusteesupat to one or more successor trusteeships, toChae:
Manhattan Bank (the “Resigning Trusteedhd Union Bank, N.A., a national banking assocratioly organized and existing under the laws ofllnéted States ai
having a corporate trust office at 120 S. San P&dmeet, Ste. 400, Los Angeles, California 90Q@h2 (Successor Trustee”).

RECITALS

WHEREAS, the Company has heretofore executed and deliverélet Resigning Trustee the Indenture, dated asugfist 1, 1998, under which there
currently outstanding $350,000,000 in aggregatecgal amount of 7.95% senior unsecured notes 648 2nd $100,025,000 in aggregate principal amofiBerie:
B 7.50% senior unsecured notes due 2018 (the ‘hiude”);

WHEREAS, the Company appointed Resigning Trustedbe3rustee, Note Registrar and Paying Agent utidedenture;

WHEREAS, the Indenture provides that the Trusteg atany time resign with respect to the relevaote by giving written notice of such resignatiorttie

Company, effective upon the acceptance by a suzc@ssstee of its appointment as a successor Teuste
WHEREAS, the Indenture provides that, if the Tresthall resign, the Company, by a Board Resolusiball promptly appoint a successor Trustee;

WHEREAS, the Indenture provides that any succe3sostee appointed in accordance with the Indensinadl execute, acknowledge and deliver tc
Company and to its predecessor Trustee an instiuaoeepting such appointment under the Indenturé tlhereupon the resignation of the predecessmtdeusha
become effective and such successor Trustee, wittoy further act, deed or conveyance, shall beceasted with all rights, powers, trusts and dutiéshe

predecessor Trustee;
WHEREAS, the Resigning Trustee wishes to resighrastee, Note Registrar and Paying Agent undelrtienture;

WHEREAS, the Company desires to appoint Succesagtde as successor Trustee, Note Registrar aridgPAgent to succeed Resigning Trustee in

capacities under the Indenture; and

WHEREAS, Successor Trustee is willing to accephsampointment as successor Trustee, Note RegitthPaying Agentjunder the Indenture;




NOW, THEREFORE, the Company, Resigning Trustee 8udcessor Trustee, for and in consideration ofpiteamises and of other good and valu

consideration, the receipt and sufficiency of whaech hereby acknowledged, hereby consent and agridiows:

11
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@)

(b)

(©

(d)

()

®

(@)

THE RESIGNING TRUSTEE

Resigning Trustee hereby resigns as Trusteie, Registrar and Paying Agent under the Indenture.

Resigning Trustee hereby represents and waraiguccessor Trustee that:

No covenant or condition contained in the Indentume been waived by Resigning Trustee or, to tlwviledge of the Responsible Officel
Resigning Trustee, by the Holders of the percentagggregate principal amount of the Notes regubg the Indenture to effect any s

waiver.

There is no action, suit or proceeding pendingterthe knowledge of the Responsible Officer of Besig Trustee, threatened aga
Resigning Trustee before any court or any governatethority arising out of any act or omissionRésigning Trustee as Trustee, M

Registrar and Paying Agent under the Indenture.
As of the effective date of this AgreemdReésigning Trustee will hold no moneys or propentger the Indenture.

Resigning Trustee has duly authenticated and deliveach of the Notes delivered to it for authextion, all of which are outstanding as of

effective date hereof.

To the knowledge of the Responsible Officer of Besig Trustee, the registers in which it has reged and transferred registered N

accurately reflect the amount of Notes issued aristanding and the amounts payable thereon.

Each person who, on behalf of the Resigning Trusieeauthenticated the Notes was duly elected,ifgaghland acting as an officer
authorized signatory of Resigning Trustee and engpedsto authenticate the Notes at the respectiwestiof such authentication and

signature of such person or persons appearinganiates is each such person's genuine signature.

This Agreement has been duly authorized, executeddelivered on behalf of Resigning Trustee andstitutes its legal, valid and bindi
obligation, enforceable in accordance with its ®rexcept as enforcement thereof may be limiteHdnkruptcy, insolvency, reorganizat
or other similar laws relating to or affecting teeforcement of creditors' rights generally and bpeagal equitable principles (regardles

whether such enforceability is considered in a @egiing in equity or at law)




(h) To the knowledge of the Responsible Officer of Resigning Trustee, no event has occurred and isneing which is, or after notice or lag

of time would become, an Event of Default underltigenture.

1.3 Resigning Trustee hereby assigns, transfers, deliwed confirms to Successor Trustee all righg &ind interest of Resigning Trustee in ar
the trust under the Indenture and all the rightsygrs, trusts and duties of the Trustee, Note Regiand Paying Agent under the Indenture. Resggiirustee she
execute and deliver such further instruments aradl slo such other things as Successor Trustee emsonably require so as to more fully and certanglst an
confirm in Successor Trustee all the rights, powénssts and duties hereby assigned, transferreliyeded and confirmed to Successor Trustee astdeudot:

Registrar and Paying Agent. Upon the effectiverndédhis Agreement, Resigning Trustee shall havéuniher duties or obligations under the Indenture.

THE COMPANY

1.4 The Company hereby accepts the resignatioresigRing Trustee as Trustee, Note Registrar anth@#&gent under the Indenture.

15 The Company hereby certifies that attached heseto ¢opy of the Board Resolution which was dulypaeld by the Board of Directors of
Company, is in full force and effect on the dateelo§ and which authorizes the Company to: (a) picBesigning Trustee's resignation as Trustee, Reggstrar an
Paying Agent under the Indenture; (b) appoint Sssoe Trustee as Trustee, Note Registrar and Pagent under the Indenture; and (c) execute andeleBucl
agreements and other instruments as may be negessdesirable to effectuate the succession of &smr Trustee as Trustee, Note Registrar and Pagegt unde
the Indenture.

1.6 The Company hereby appoints Successor Trusteeusse€runder the Indenture to succeed to, and hewtig Successor Trustee with, all
rights, powers, trusts and duties of Resigning fBeisinder the Indenture with like effect as if orédly named as Trustee, Note Registrar and Pajigent in the
Indenture.

1.7 Promptly after the effective date of this Agreemehé Company (with the assistance of the SuccéRsmtee) shall cause a notice to be se
each Holder of the Notes in accordance with theipions of the Indenture.

1.8 The Company hereby represents and warrantesigfing Trustee and Successor Trustee that:

(@) The Company is a corporation duly anddhalorganized and existing pursuant to the lawssojurisdiction of organization.

(b)  The Indenture was validly and lawfully executed aetivered by the Company and the Notes of whidk the issuer were validly issued

the Company.

(c) The Company has performed or fulfilled prior to thete hereof, and will continue to perform andifuiffter the date hereof, each coven

agreement, condition, obligation and responsibilitgler the Indenture.




(d)  No event has occurred and is continuingctvis, or after notice or lapse of time would beey an Event of Default under the Indenture.

(e) No covenant or condition contained in the Indentae been waived by the Company or, to the befteo€Company's knowledge, by Hold

of the percentage in aggregate principal amoutti@Notes required to effect any such waiver.

(f)  There is no action, suit or proceeding pendingmthe best of the Company's knowledge, threatagaihst the Company before any cou

any governmental authority arising out of any acbmission of the Company under the Indenture.

(@) This Agreement has been duly authorized, executeddelivered on behalf of the Company and consttits legal, valid and bindi

obligation, enforceable in accordance with its &rm

(h)  All conditions precedent relating to thgpaintment of the Successor Trustee under the todehave been complied with by the Company.

THE SUCCESSOR TRUSTEE

1.9 Successor Trustee hereby represents and watcaResigning Trustee and to the Company that:
(@) Successor Trustee is not disqualified under, araigible under, the provisions of the Indentureath as Trustee, Note Registrar and Pz

Agent under the Indenture.

(b)  This Agreement has been duly authorized, executeddalivered on behalf of Successor Trustee andtitotes its legal, valid and bindi

obligation, enforceable in accordance with its term

1.10 Successor Trustee hereby accepts its appointmesuicagssor Trustee, Note Registrar and Paying Ageaér the Indenture and accepts
rights, powers, trusts and duties of Resigning fBeisis Trustee, Note Registrar and Paying Agergruth@ Indenture, upon the terms and conditiongos#t thereir
with like effect as if originally named as Trust&gte Registrar and Paying Agent under the Indentur

1.11 References in the Indenture to “Corporate fT@ffice” or other similar terms shall be deemed to refeh&corporate trust office of Succes

Trustee, which is presently located at 120 S. Saird’Street, Ste. 400, Los Angeles, California 1200
MISCELLANEOUS

1.12 Except as otherwise expressly provided herein tgssnthe context otherwise requires, all terms isgdin which are defined in the Inden
shall have the meanings assigned to them in thenbude.

1.13 This Agreement and the resignation, appointrard acceptance effected hereby shall be effeatvaf the date first written above.




1.14 Resigning Trustee hereby acknowledges paymentawigion for payment in full by the Company of compation for all services rendered
Resigning Trustee in its capacity as Trustee utidedndenture and reimbursement in full by the Campof the expenses, disbursements and advanaesddm
made by Resigning Trustee in its capacity as Teugteaccordance with the provisions of the Indemtwxcept for expenses and legal fees and disbergsnir
connection with this Agreement. Resigning Trustgenawledges that it relinquishes any lien it mayenapon all property or funds held or collectedtitp secure ar
amounts due it pursuant to the provisions of thieiriure. This Agreement does not constitute a waivessignment by the Resigning Trustee of anypearaatior
reimbursement, expenses or indemnity to whicharisay be entitled pursuant to the Indenture. Chepany acknowledges its obligation set forth i lidenture t
indemnify Resigning Trustee for, and to hold RebignTrustee harmless against, any loss, liabitiigtnage, claim or expense incurred without negligemgllful
misconduct or bad faith on the part of Resigningstee and arising out of or in connection withdlceeptance or administration of the trust evidermethe Indentu
(which obligation shall survive the execution hdyeo

1.15 This Agreement shall be governed by and coedtin accordance with the laws of the State of Newk.

1.16 This Agreement may be executed in any number ofitesparts each of which shall be an original, lughscounterparts shall together const
but one and the same instrument.

1.17 The Company, Resigning Trustee and Successor Erlmeeby acknowledge receipt of an executed cquentieof this Agreement and 1

effectiveness thereof.
[signature page follows]




IN WITNESS WHEREOF, the parties hereto have catisisdAgreement of Resignation, Appointment and Axtarce to be duly executed, effective as o

day and year first above written.

PUBLIC SERVICE COMPANY OF NEW MEXICO

By: _/s/ Terry R. Horn
Name: Terry R. Horn
Title: Vice President & Treasurer

UNION BANK, N.A.
as Successor Trustee

By:

Name:
Title:

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.
as Resigning Trustee

By:

Name:
Title:




IN WITNESS WHEREOF, the parties hereto have catisisdAgreement of Resignation, Appointment and Axtarce to be duly executed, effective as o

day and year first above written.

PUBLIC SERVICE COMPANY OF NEW MEXICO

By:

Name:
Title:

UNION BANK, N.A.
as Successor Trustee

By: _/s/ Jennifer Earle

Name:
Title:

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.
as Resigning Trustee

By:

Name:
Title:




IN WITNESS WHEREOF, the parties hereto have catisisdAgreement of Resignation, Appointment and Axtarce to be duly executed, effective as o

day and year first above written.

PUBLIC SERVICE COMPANY OF NEW MEXICO

By:

Name:
Title:

UNION BANK, N.A.
as Successor Trustee

By:

Name:
Title:

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.
as Resigning Trustee

By: _/s/ Raymond Torres

Name: RAYMOND TORRES
Title: SENIOR ASSOCIATE




BOARD RESOLUTION




PUBLIC SERVICE COMPANY OF NEW MEXICO

CERTIFICATE OF ASSISTANT SECRETARY

I, Jim S. Acosta,do hereby certify that | am a duly elected, qualifend acting Assistant Secretary R{/BLIC SERVICE
COMPANY OF NEW MEXICO , a corporation organized and existing under thes lafvthe State of New Mexico, and that by Wri
Consent in Lieu of Meeting of the Board of Directafssaid Corporation, dated April 12, 2011, the falilog resolutions were du

adopted:

WHEREAS , Public Service Company of New Mexico (the “ Companyas entered into (1) an Indenture, dated as of
March 11, 1998, with The Bank of New York Mellonust Company, N.A. (formerly The Bank of New York Trust
Company, N.A. (as successor to JPMorgan Chase Bank, férmnefly JPMorgan Chase Bank (formerly known as The
Chase Manhattan Bank)))) (the “ Existing Trustgeas trustee for the issuance of senior unsecured (tbeesPC _Notes)

of the Company, that to date have been issued in seriesllateral for a corresponding series of pollutiontiol bonds for
Company projects in Arizona and New Mexico, includithg outstanding eleven series of PC Notes issued uhder
Indenture, dated as of March 11, 1998, as supplemangtémended by nine supplemental indentures (as sceaugpkd
and amended, the “ PC Indenttijeand (2) an Indenture, dated as of August 1, 1988, the Existing Trustee, as trustee,
for the issuance of senior unsecured notes (the “ NptEfsthe Company, that, to date, have been publsdyed, including
the outstanding $100,025,000 aggregate principal amoiuthe Company's 7.50% Series B Senior UnsecuredsNiiie
2018 (the “_7.50% Note¥, and $350,000,000 aggregate principal amountef@ompany's of 7.95% Senior Unsecured
Notes due 2018 (the " 7.95% Nof®sissued under the Indenture, dated as of Augus®d48,las supplemented and amended
by three supplemental indentures thereto (as so supplkednamd amended, the “ Public SUN Indentyr@nd together with
the PC Indenture, the “ Indenturgsand

WHEREAS , management invited the EXxisting Trustee and threer athstitutional trustees to submit proposals for
providing trustee services under each of the Indesitarel, after evaluating the proposals, has recommendedJtiion
Bank, N.A. replace the Existing Trustee as trustee uadeh of the Indentures (effective as of May 1,126dr the PC
Indenture and effective as of June 1, 2011 for tHai®SUN Indenture) and Union Bank, N.A. is qualifiand willing to
serve as trustee under the (1) PC Indenture and@sgpect to all PC Notes issued under the PC Inderatnde(2) the Public
SUN Indenture and with respect to all Notes issueckthmeter including the 7.95% Notes and 7.50% Notes; and




WHEREAS , each of the Indentures permits the Company to appaneiw successor trustee by a board resolution and the
Existing Trustee is deemed to have resigned as trustee each of the Indentures upon delivery to the Ehgslirustee of a
board resolution appointing a successor trustee aimstiament of acceptance of such appointment; and

WHEREAS , the Board is of the opinion that the appointment/nion Bank, N.A., as successor trustee under eadneof t
Indentures, is appropriate and in the best interegsteedCompany.

NOW, THEREFORE, BE IT RESOLVED , that (1) effective as of May 1, 2011, Union BaNKA. is hereby appointed as
successor trustee (replacing the Existing Trustee) uhdedPC Indenture and with respect to all PC Notesdsunder the
PC Indenture, and (2) effective as of June 1, 20hloruBank, N.A. is hereby appointed as successor trgspkacing the
Existing Trustee) under the Public SUN Indenture waitd respect to all Notes issued under the Public Ingenincluding
the 7.95% Notes and 7.50% Notes, subject to Union Bdk executing an instrument of acceptance of lagjhointments
(effective as of May 1, 2011 for the PC Indenturel &ffective as of June 1, 2011 for the Public SUNehtdre) and
delivering said instrument(s) to the Company and thstifg Trustee; and

FURTHER RESOLVED , that the proper officers of the Company be, any tiezeby are, authorized to take all action and
do all things (including, without limitation, coorditing with the Existing Trustee and Union Bank, Nté\give notice, by
first class postage paid mail, of the resignation ofBkisting Trustee and appointment of Union Bank, N&s.,successor
trustee (1) under the PC Indenture to all holdersut§tanding PC Notes and (2) under the Public SUNrinde to all
holders of the 7.95% Notes and 7.50% Notes) as mayalsemably necessary or appropriate to effect the atpeiri of the
successor trustee under each of the Indentures.

| DO FURTHER CERTIFY that the above has not been amended, modified or deskibut remains in full force and effect.

IN WITNESS WHEREOF , | have hereunto set my hand this 27th day of Afl12

/sl Jim Acosta
Assistant Secretary



Exhibit 4.4
FINAL

AGREEMENT OF RESIGNATION, APPOINTMENT AND ACCEPTANE; effective as of June 1, 2011 (the “Agreemenrtt}),and among Texasew
Mexico Power Company, a Texas corporation and lgaitgprincipal office at 577 North Garden RidgeuBzvard, Lewisville, Texas 75067 (the “CompanyThe
Bank of New York Mellon Trust Company, N.A., a ratal banking association duly organized and exastinder the laws of the United States and haviogrporat:
trust office at 700 South Flower Street, Suite 305 Angeles, California 90017 (the “Resigning Tees), and Union Bank, N.A., a national banking associatialy
organized and existing under the laws of the Un8&ates and having a corporate trust office at328an Pedro Street, Ste. 400, Los Angeles, Cai#o90012 (th

“Successor Trustee”).

RECITALS

WHEREAS, the Company has heretofore executed and deliverddet Resigning Trustee the First Mortgage Indentdated as of March 23, 2009, ur
which there are currently outstanding $265,500,j008ggregate principal amount of 9.50% Series 20684 mortgage bonds due 2019, $50,000,000 ofeSe2D09I
first mortgage bonds issued as collateral and $TEOD0 of 2009C first mortgage bonds issued astwoll (the “ Indentur®);

WHEREAS, the Company appointed Resigning Trustebe3rustee, Security Registrar and Paying Agedeuthe Indenture;

WHEREAS, the Indenture provides that the Trusteg ataany time resign with respect to the relevaedusities by giving written notice of such resigoa

to the Company, effective upon the acceptancedycaessor Trustee of its appointment as a succéssstee;
WHEREAS, the Indenture provides that, if the Trestball resign, the Company, by a Board Resolusball promptly appoint a successor Trustee;

WHEREAS, the Indenture provides that any succe3sostee appointed in accordance with the Indensinal execute, acknowledge and deliver tc
Company and to its predecessor Trustee an instriuatgepting such appointment under the Indenture tlaereupon the resignation of the predecessamstdeusha
become effective and such successor Trustee, Wity further act, deed or conveyance, shall becuvasted with all rights, powers, trusts and dutiéghe

predecessor Trustee;
WHEREAS, the Resigning Trustee wishes to resighrastee, Security Registrar and Paying Agent utiteindenture;

WHEREAS, the Company desires to appoint Succesasstde as successor Trustee, Security RegistraPapithg Agent to succeed Resigning Truste

such capacities under the Indenture; and

WHEREAS, Successor Trustee is willing to accephsgpointment as successor Trustee, Security Regéstd Paying Agent under the Indenture;




NOW, THEREFORE, the Company, Resigning Trustee 8udcessor Trustee, for and in consideration ofpiteanises and of other good and valu

consideration, the receipt and sufficiency of whaech hereby acknowledged, hereby consent and agriedlows:

11
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@

(b)

(©

(d)

(e)

)

@

THE RESIGNING TRUSTEE

Resigning Trustee hereby resigns as TrusteeiriBeRegistrar and Paying Agent under the Indentu

Resigning Trustee hereby represents and waraiguccessor Trustee that:

No covenant or condition contained in theeimture has been waived by Resigning Trustee dhetcknowledge of the Responsible Office
Resigning Trustee, by the Holders of the percenmagmggregate principal amount of the Securitiepiieed by the Indenture to effect ¢

such waiver.

There is no action, suit or proceeding pegdor, to the knowledge of the Responsible OffioérResigning Trustee, threatened ag:
Resigning Trustee before any court or any governateauthority arising out of any act or omission Résigning Trustee as Trusi

Security Registrar and Paying Agent under the Ihden
As of the effective date of this Agreemd®esigning Trustee will hold no moneys or properntger the Indenture.

Resigning Trustee has duly authenticateddatidlered each of the Securities delivered toitduthentication, all of which are outstandingt

the effective date hereof.

To the knowledge of the Responsible OfficEResigning Trustee, the registers in which it hegistered and transferred registered Sect

accurately reflect the amount of Securities issaredi outstanding and the amounts payable thereon.

Each person who, on behalf of the Resignimgstee, so authenticated the Securities was debtesl, qualified and acting as an office
authorized signatory of Resigning Trustee and engped/to authenticate the Securities at the resmetithes of such authentication and

signature of such person or persons appearing@nSecurities is each such person's genuine signatu

This Agreement has been duly authorizedcetesl and delivered on behalf of Resigning Trusteé constitutes its legal, valid and binc
obligation, enforceable in accordance with its tgrexcept as enforcement thereof may be limiteddnkruptcy, insolvency, reorganizat
or other similar laws relating to or affecting teeforcement of creditors' rights generally and bypeagal equitable principles (regardles

whether such enforceability is considered in a @egiing in equity or at law).




(h) To the knowledge of the Responsible Offiskthe Resigning Trustee, no event has occurredsandntinuing which is, or after notice or la

of time would become, an Event of Default underltigenture.

1.3 Resigning Trustee hereby assigns, transfers, deliwed confirms to Successor Trustee all righg &ind interest of Resigning Trustee in ar
the trust under the Indenture and all the rightsygrs, trusts and duties of the Trustee, Secugyiftrar and Paying Agent under the Indenture.gRé@sy Trustee shs
execute and deliver such further instruments aradl slo such other things as Successor Trustee emsonably require so as to more fully and certanglst an
confirm in Successor Trustee all the rights, powstssts and duties hereby assigned, transferredjeded and confirmed to Successor Trustee astdeusecurit

Registrar and Paying Agent. Upon the effectiverndédhis Agreement, Resigning Trustee shall havéuniher duties or obligations under the Indenture.

THE COMPANY

1.4 The Company hereby accepts the resignatioresigRing Trustee as Trustee, Security RegistraPayihg Agent under the Indenture.

15 The Company hereby certifies that attached heseto ¢opy of the Board Resolution which was dulypaeld by the Board of Directors of
Company, is in full force and effect on the dateebbé and which authorizes the Company to: (a) picBesigning Trustee's resignation as Trustee, ri@gdRegistra
and Paying Agent under the Indenture; (b) appoumic8ssor Trustee as Trustee, Security RegistraPagiohg Agent under the Indenture; and (c) exeanttdelive
such agreements and other instruments as may lessay or desirable to effectuate the successi@®uofessor Trustee as Trustee, Security RegistichiPayini
Agent under the Indenture.

1.6 The Company hereby appoints Successor Trusteeusse€runder the Indenture to succeed to, and hewtig Successor Trustee with, all
rights, powers, trusts and duties of Resigning fBeisinder the Indenture with like effect as if ovadly named as Trustee, Security Registrar andnigaggent in th
Indenture.

1.7 Promptly after the effective date of this Agreemehé Company (with the assistance of the SuccéRsmtee) shall cause a notice to be se
each Holder of the Securities in accordance wighpifovisions of the Indenture.

1.8 The Company hereby represents and warrantesigfing Trustee and Successor Trustee that:

(@) The Company is a corporation duly and vglatiganized and existing pursuant to the lawssfutisdiction of organization.

(b) The Indenture was validly and lawfully exesdiand delivered by the Company and the Secuofi@gich it is the issuer were validly issuec

the Company.

(c) The Company has performed or fulfilled priorthe date hereof, and will continue to perfoma dulfill after the date hereof, each coven

agreement, condition, obligation and responsibilitgler the Indenture.




1.9

1.10

(d) No event has occurred and is continuing Wic or after notice or lapse of time would becpare Event of Default under the Indenture.

(e) No covenant or condition contained in theelmture has been waived by the Company or, toekedf the Company's knowledge, by Holdel

the percentage in aggregate principal amount oSdwurities required to effect any such waiver.

(f) There is no action, suit or proceeding pegddr, to the best of the Company's knowledge atereed against the Company before any col

any governmental authority arising out of any acbmission of the Company under the Indenture.

(@) This Agreement has been duly authorizedcetesl and delivered on behalf of the Company anustitates its legal, valid and bindi

obligation, enforceable in accordance with its &rm

(h) All conditions precedent relating to the ajppment of the Successor Trustee under the Indemiave been complied with by the Company.

THE SUCCESSOR TRUSTEE

Successor Trustee hereby represents and watocaResigning Trustee and to the Company that:
(@) Successor Trustee is not disqualified unaled, is eligible under, the provisions of the Indea to act as Trustee, Security Registrar andrig

Agent under the Indenture.

(b) This Agreement has been duly authorizedcetesl and delivered on behalf of Successor Trustekeconstitutes its legal, valid and binc

obligation, enforceable in accordance with its &rm

Successor Trustee hereby accepts its appointmesnicasssor Trustee, Security Registrar and Paygenunder the Indenture and accept:

rights, powers, trusts and duties of Resigning fBeisas Trustee, Security Registrar and Paying Ageder the Indenture, upon the terms and conditsatgortt

therein, with like effect as if originally named &sistee, Security Registrar and Paying Agent utiteindenture.

1.11

References in the Indenture to “Corporate fT@ffice” or other similar terms shall be deemed to refeah&corporate trust office of Succes

Trustee, which is presently located at 120 S. Saird°Street, Ste. 400, Los Angeles, California 1200

112

MISCELLANEOUS

Except as otherwise expressly provided herein tessnthe context otherwise requires, all terms tmggdin which are defined in the Inden

shall have the meanings assigned to them in thenbude.

1.13

This Agreement and the resignation, appointrard acceptance effected hereby shall be effeatvaf the date first written above.




1.14 Resigning Trustee hereby acknowledges paymentawigion for payment in full by the Company of compation for all services rendered
Resigning Trustee in its capacity as Trustee utidedndenture and reimbursement in full by the Campof the expenses, disbursements and advanaesddm
made by Resigning Trustee in its capacity as Teugteaccordance with the provisions of the Indemtwxcept for expenses and legal fees and disbergsnir
connection with this Agreement. Resigning Trustgenawledges that it relinquishes any lien it mayenapon all property or funds held or collectedtitp secure ar
amounts due it pursuant to the provisions of thieiriure. This Agreement does not constitute a waivessignment by the Resigning Trustee of anypearaatior
reimbursement, expenses or indemnity to whicharisay be entitled pursuant to the Indenture. Chepany acknowledges its obligation set forth i lidenture t
indemnify Resigning Trustee for, and to hold ResignTrustee harmless against, any loss, liabiliftgmage, claim or expense incurred without grossigesgre
willful misconduct or bad faith on the part of Reggsing Trustee and arising out of or in connectidthwhe acceptance or administration of the truwédenced by th
Indenture (which obligation shall survive the extmu hereof).

1.15 This Agreement shall be governed by and coedtin accordance with the laws of the State of Newk.

1.16 This Agreement may be executed in any number ofitesparts each of which shall be an original, lughscounterparts shall together const
but one and the same instrument.

1.17 The Company, Resigning Trustee and Successor Erlmeeby acknowledge receipt of an executed cquentieof this Agreement and 1

effectiveness thereof.
[signature page follows]




IN WITNESS WHEREOF, the parties hereto have catisisdAgreement of Resignation, Appointment and Axtarce to be duly executed, effective as o

day and year first above written.

TEXAS-NEW MEXICO POWER COMPANY

By: /sl Terry R. Horn
Name: Terry R. Horn
Title: Vice President & Treasurer

UNION BANK, N.A.
as Successor Trustee

By:

Name:
Title:

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.
as Resigning Trustee

By:

Name:
Title:




IN WITNESS WHEREOF, the parties hereto have catisisdAgreement of Resignation, Appointment and Axtarce to be duly executed, effective as o

day and year first above written.

TEXAS-NEW MEXICO POWER COMPANY

By:

Name:
Title:

UNION BANK, N.A.
as Successor Trustee

By: _/s/ Jennifer Earle

Name:
Title:

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.
as Resigning Trustee

By:

Name:
Title:




IN WITNESS WHEREOF, the parties hereto have catisisdAgreement of Resignation, Appointment and Axtarce to be duly executed, effective as o

day and year first above written.

TEXAS-NEW MEXICO POWER COMPANY

By:

Name:
Title:

UNION BANK, N.A.
as Successor Trustee

By:

Name:
Title:

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.
as Resigning Trustee

By: _/s/ Raymond Torres

Name: RAYMOND TORRES
Title: SENIOR ASSOCIATE




BOARD RESOLUTION




TEXAS-NEW MEXICO POWER COMPANY

CERTIFICATE OF ASSISTANT SECRETARY

I, J. S. ACOSTA,do hereby certify that | am a duly appointed, qigdifand acting Assistant SecretaryT&XAS-NEW MEXICO
POWER COMPANY, a corporation organized and existing under the ldilseoState of Texas, and that by Consent in LieMeéting o

the Board of Directors of said Corporation dated AR 2011, the following resolutions were duly admpt

WHEREAS , Texas-New Mexico Company (the “ Compdiyhas entered into a First Mortgage Indenture (‘eimtdire”),
dated as of March 23, 2009, with The Bank of Newkvidellon Trust Company, N.A. (the * Existing Trustgeas trustee
for the issuance of its bonds, notes or other evidehoelebtedness (the * Securiti§sof the Company; and has issued (1)
in a Rule 144A Offering, $265,500,000 aggregatagypal amount of its 9.50% First Mortgage Bonds, D0&% Series
2009A (“ 9.50% Bonds) established in the First Supplemental Indentueged as of March 23, 2009, supplemental to the
Indenture, (2) as collateral for its term loan cregjteement, its First Mortgage Bonds, due 2014, Sefi@ésSk (* 2009B
Bonds”) established in the Second Supplemental Indentlated as of March 29, 2009, supplemental to the tondenand
(3) as collateral for its amended and restated creggéement dated as of December 16, 2010, its Firstgelget Bonds,
Series 2009C (* 2009C Bondsestablished in the Third Supplemental Indentusged as of April 30, 2009, as amended by
First Amendment dated as of December 16, 2010, to tird Sapplemental Indenture (the Indenture, as suppledend
amended to date, the “ First Mortgage Indentyrand

WHEREAS , management invited the Existing Trustee and threer dtistitutional trustees to submit proposals for
providing trustee services under the First Mortgageentute and, after evaluating the proposals, has recodedethat
Union Bank, N.A. replace the Existing Trustee effextis of June 1, 2011 and Union Bank, N.A. is qudlifiad willing to
serve as trustee under the First Mortgage Indenturewdtidrespect to all Securities issued under the Firsttdhge
Indenture; and

WHEREAS , the First Mortgage Indenture permits the Companypmiat a new successor trustee under the First Mortgage
Indenture by a board resolution and the Existing Beis$ deemed to have resigned as trustee under theMeirgfage
Indenture upon delivery to the Existing Trustee dioard resolution appointing a successor trustee andsamment of
acceptance of such appointment; and




WHEREAS , the Board is of the opinion that the appointmentiaofon Bank, N.A., as successor trustee under the First
Mortgage Indenture, is appropriate and in the béstests of the Company.

NOW, THEREFORE, BE IT RESOLVED , that effective as of June 1, 2011, Union Bank, .NsAhereby appointed as
successor trustee under the First Mortgage Indentuysta¢ieg the Existing Trustee) and as successor trusthaesgipect to
all Securities issued under the First Mortgage Indenfocluding the 9.50% Bonds, 2009B Bonds and 2008aB, subject
to Union Bank, N.A. executing an instrument of acaape of this appointment effective as of June 1, 2@dldelivering
said instrument to the Company and the Existing Trysied

FURTHER RESOLVED , that the proper officers of the Company be, anyg trezeby are, authorized to take all action and
do all things (including, without limitation, coorditing with the Existing Trustee and Union Bank, Nté\give notice, by
first class postage paid mail, of the resignation ofBkisting Trustee and appointment of Union Bank, Na%.,successor
trustee to all holders of the 9.50% Bonds, 2009B Bart 2009C Bonds) as may be reasonably necessary opiéater to
effect the appointment of the successor trustee unedeéndenture.

| DO FURTHER CERTIFY that the above has not been amended, modified or deskibut remains in full force and effect.
IN WITNESS WHEREOF , | have hereunto set my hand this"2iay of April 2011.

/sl Jim Acosta
Assistant Secretary




Alvarado Square Exhibit 10.1

Albuquerque, NM 87158
PNM Resources.com

May 5, 2011

Cascade Investment, L.L.C.
2365 Carillon Point
Kirkland, WA 98033
Attention: General Counsel

Re: Amendment to the Letter Agreement dated Februarg @Bl

To Whom it May Concern:

This amendment letter agreement, dated May 5, 201MiebatPNM Resources, Inc. (the “ Isstieand Cascade Investment, L.L
(the “ Initial Holder™), is made to amend certain understandings and agréeimemveen the Issuer and the Initial Holder as sdt forthe
Letter Agreement dated as of February 28, 2011 (thetter Agreement) between the Issuer and the Initial Holder. Capiéaliterms use
but not defined herein are used as defined in thésRation Rights Agreement, as defined below, or thtekégreement, as applicable.

WHEREAS the Initial Holder is currently the recombabeneficial owner of (a) 7,019,550 shares of commmeksho par value, of
the Issuer (the “ Initial Common Stotkand (b) 477,800 shares of Series A Preferred Stbthe Issuer (the “ Preferred Shatethat are
convertible, subject to certain conditions, into78,000 shares of common stock of the Issuer (the “ UyidgrCommon StockK);

WHEREAS, the Registration Rights Agreement dated &xctdber 7, 2005 (the “ Registration Rights Agreenigprovides for th
registration of the Initial Holder's resale of “ Retasie Securitie (as defined in the Registration Rights Agreementhtie U.S.
Securities and Exchange Commission (the “ SE@nd the Letter Agreement amended certain undedstgs and agreements set forth in
the Registration Rights Agreement;

WHEREAS, pursuant to the Letter Agreement, the Isslest & registration statement on SEC For®ASR on March 17, 2011(t
“ S-3 Filing Date") covering shares of common stock that may be sold &ysuer from time to time, and following filing of thedated
prospectus supplement, covering shares of Initial Comrntaek $nd/or Underlying Common Stock that may be solthbyinitial Holder
(the “ Shelf Registration Stateméeit

WHEREAS, pursuant to Letter Agreement, the Issuer ddres it would not offer for sale under the Shedfgigtration Statement
any equity securities of the Issuer during the 90 daipgd following the S-3 Filing Date (the “ Clear ktat Period’), subject to any
extensions as a result of the exercise of any Defear@bds by the Issuer; and

WHEREAS the Issuer and the Initial Holder wish to am#adterms of the Letter Agreement as set forth heneimder to revise
the terms of the Clear Market Period.




THEREFORE, in consideration of the covenants andeageats contained herein, the Issuer and the Initiadléta@gree as follows:

1. Section 3 of the Letter Agreement is hereby amendeead as follows:

The Issuer agrees that it will not offer for sale urtierShelf Registration Statement any equity secsritighe Issuer during the
30-day period following the earlier of (i) the fitg with the SEC of a preliminary prospectus supplemedating to any offering of
Initial Common Stock and/or Underlying Common Stockhoy Initial Holder under the Shelf Registration 8taént or (i) the
filing of a final prospectus supplement relating tg anch offering (the “ Clear Market Peritjd

2. The rights granted to the Initial Holder under thisemdment letter agreement are not transferable tosmiynee of the
Initial Holder.
3. To the extent this amendment letter agreement is incensisith the terms of the Registration Rights Agreemetiettel

Agreement, this amendment letter agreement shall g@aretithe Registration Rights Agreement or Letter Agiesd, as applicable, shall
be deemed amended accordingly. Except for any suohsistency, the terms of the Registration Rights Agreearaht_etter Agreement
are hereby confirmed in all respects and remain &ceffrhis amendment letter agreement shall be govésntde laws of the State of
New York.

4. This amendment letter agreement may be signed in onereraoonterparts, each of which shall constitute agirai anc
all of which together shall constitute one and theesagreement.

[ The remainder of this pageis left intentionally blank ]




IN WITNESS WHEREOF, the parties have executed thisi@agreement as of the date first written above.

PNM RESOURCES, INC.

By /s/ Charles N. Eldred

Name: Charles N. Eldred

Title: Executive Vice President and
Chief Financial Officer

CASCADE INVESTMENT, L.L.C.

By /s/ Michael Larson
Name: Michael Larson
Title: Business Manager

[ Signature Page]
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Fixed charges, as defined by the Securities antdhge

Commission:

Interest expensed and capitalized
Amortization of debt premium, discount and expenses
Interest from discontinued operations (includingitaized

interest)

Estimated interest factor of lease rental charges
Preferred dividend requirements of subsidiary

Total Fixed Charges

Earnings, as defined by the Securities and Exchange

Commission:

Earnings (loss) from continuing operations befoeime
taxes and non-controlling interest

(Earnings) loss of equity investee

Earnings (loss) from continuing operations befoeime
taxes, non-controlling interest, and investee egsi

Fixed charges as above
Interest capitalized

Non-controlling interest in earnings of Valencia
Preferred dividend requirements of subsidiary

Earnings Available for Fixed Charges

Ratio of Earnings to Fixed Charges

Six Months Ende

PNM RESOURCES, INC. AND SUBSIDIARIES
Ratio of Earnings to Fixed Charges
(In thousands, except ratio)

Year Ended December 31,

Exhibit 12.1

June 30, 2011 2010 2009 2008 2007 2006
60,268  $ 123,63 $ 12383 $ 13495 $ 12429¢ $ 13581¢
1,821 4,621 5,43( 6,38¢ 6,56¢ 4,72¢

— — 1,027 13,75¢ 12,54¢ 11,79(
3.48; 6,88¢ 7,03 7,89/ 8,80¢ 7.12¢
371 1,07¢ 75¢ 68¢ 55¢ 79¢
6593¢  $ 13622 $ 138,08, $ 16368 $ 152,77 $ 160,26(
38,86 $ (63379 $ 94,75. $ (388,38) $ 63,11: $ 164,01
— 15,22 30,14t 29,68" (7,581) —
38,86: (48,156 124,89 (358,699) 55,53" 164,01
65,03 136,22 138,08 163,68 152,77 160,26
(1,249 (3,407) (7,749 (8,849 (10,740 (6,509
(6,65 (13,569 (11,890) (7,179 — —
379) (1,079 (759) (689) (556) (799)
96,53: $ 70,02 $ 24258 $ (211,720 $ 197,000 $ 316,97
1.4€ 1 051 1.7¢ NM 1.2¢ 1.0¢

! Earnings (loss) from continuing operations befamme taxes and non-controlling interest for tixensonths ended June 30, 2011 includes a pre-&xdb
$21.4 million due to the write-off of regulatorysdilowances at PNM and TNMP. If those losses werckided, the Ratio of Earnings to Fixed Chargesldiou

have been 1.79.

2 The shortfall in the earnings available for fixgthrges to achieve a ratio of earnings to fixedgdmof 1.00 amounted to $66.2 million for the yeraded
December 31, 2010. Earnings (loss) from continaipgrations before income taxes and non-controltitgyest includes a pre-tax loss of $188.2 milkire to
the impairment of PNMR's investment in an equityeistee. If that loss were excluded, the Ratio ahiBgs to Fixed Charges would have been 1.90.

% The ratio of earnings to fixed charges for therymaled December 31, 2008 is not meaningful siaceirgs available for fixed charges is negativee Th
shortfall in the earnings available to achievetref earnings to fixed charges of 1.00 amounte#i375.4 million for the year ended December 30820







Exhibit 12.2
PNM RESOURCES, INC. AND SUBSIDIARIES
Ratio of Earnings to Combined Fixed Charges anéeRel Stock Dividends
(In thousands, except ratio)

Six Months Ended Year Ended December 31,
June 30, 2011 2010 2009 2008 2007 2006

Combined fixed charges and preferred stock dividead defined by
the Securities and
Exchange Commission:
Interest expensed and capitalized $ 60,26 $ 123,63 $ 12383 $ 134,95¢ $ 124,29¢  $ 135,81¢
Amortization of debt premium, discount and expenses 1,821 4,627 5,43( 6,38¢ 6,56¢ 4,72¢
Interest from discontinued operations (includingitaized interest) — — 1,027 13,75¢ 12,54¢ 11,79(
Estimated interest factor of lease rental charges 3,482 6,88¢ 7,03¢ 7,89¢ 8,804 7,12¢
Preferred dividend requirements of subsidiary 371 1,07¢ 75¢ 68¢ 55€ 79¢

Total Fixed Charges 65,93¢ 136,22! 138,08 163,68! 152,77: 160,26(
Preferred stock dividend requirements 841 4,86t 3,43: 78C — —
Total Combined Fixed Charges and Preferred StovidBinds $ 66,78 $ 141,08 $ 14151¢ $ 164,46: $ 152,77: $  160,26(
Earnings, as defined by the Securities and Exch@uogemission:
Earnings (loss) from continuing operations befoieime taxes and
non-controlling interest $ 38,86: $ 63,379 $ 94,751  $ (388,38) $ 63,11 $ 164,01¢
(Earnings) loss of equity investee — 15,22 30,14¢ 29,687 (7,587) —
Earnings (loss) from continuing operations befoieime taxes, non-
controlling interest, and investee earnings 38,86! (48,15¢) 124,89¢ (358,699 55,531 164,01¢
Fixed charges as above 65,93¢ 136,22: 138,08 163,68! 152,77: 160,26(
Interest capitalized (1,249 (3,40)) (7,749 (8,849 (10,740 (6,507)
Non-controlling interest in earnings of Valencia (6,652) (13,569 (11,890 (7,179 — —
Preferred dividend requirements of subsidiary (371 (1,07%) (759 (689) (55€) (79€)
Earnings Available for Combined Fixed Charges arefePred Stock
Dividends $ 96,53: % 70,02¢ $ 24258 $ (211,726 $ 197,006 $ 316,97
Ratio of Earnings to Combined Fixed Charges anéefeal Stock
Dividends 1.4t 1 0.5C 2 1.71 N/M 3 1.2¢ 1.9¢

* Earnings (loss) from continuing operations befamme taxes and non-controlling interest for tixensonths ended June 30, 2011 includes a pre-&xdb$21.4 million due to the
write-off of regulatory disallowances at PNM and NIR. If those losses were excluded, the ratio ofiiegs to combined fixed charges and preferred stibakiends would have been
1.77.

2 The shortfall in the earnings available for conglirfixed charges and preferred stock dividendshieae a ratio of earnings to combined fixed charged preferred stock dividends
of 1.00 amounted to $71.1 million for the year eh@®cember 31, 2010. Earnings (loss) from contiguiperations before income taxes and non-contgpifiterest includes a pre-tax
loss of $188.2 million due to the impairment of PRIg investment in an equity investee. If that vese excluded, the ratio of earnings to combineeddicharges and preferred stock
dividends would have been 1.83.

® The ratio of earnings to combined fixed charges @eferred stock dividends for the year ended Bésez 31, 2008 is not meaningful since earningslahiai for combined fixed
charges and preferred stock dividends is negafilre.shortfall in the earnings available for combifized charges and preferred stock dividends toeae a ratio of earnings to
combined fixed charges and preferred stock dividesfdl.00 amounted to $376.2 million for the yeatled December 31, 2008.



Exhibit 12.2
PUBLIC SERVICE COMPANY OF NEW MEXICO
Ratio of Earnings to Fixed Charges
(In thousands, except ratio)

Six Months
Ended Year Ended December 31,
June 30,2011 2010 2009 2008 2007 2006

Fixed charges, as defined by the Securities anti&hge
Commission:
Interest expensed and capitalized $ 36,02¢ $ 73,42 $ 73,10¢ $72,427 $ 58,04¢ $ 49,37¢
Amortization of debt premium, discount and expenses 612 1,274 1,33¢€ 4,34~ 4,61¢ 2,871
Interest from discontinued operations (includingitaized
interest) — — 1,027 13,75¢ 12,54¢ 11,79(
Estimated interest factor of lease rental charges 2,09¢ 4,102 4,517 4,55 4,661 4,331

Total Fixed Charges $ 38,73t $ 78,80( $ 79,98 $95,08: $ 79,87( $ 68,37
Earnings, as defined by the Securities and Exchange
Commission:
Earnings (loss) from continuing operations befomme
taxes and non-controlling interest $ 10,58 $107,28¢ $ 45,627 $(69,32¢9) $ 34,61 $ 89,657
Fixed charges as above 38,73t 78,80( 79,98¢ 95,08: 79,87( 68,377
Non-controlling interest in earnings of Valencia (6,652 (13,569 (11,890 (7,179 — —
Interest capitalized (8149 (2,817 (6,067 (7,369 (10,039 (5,257
Earnings Available for Fixed Charges $ 41,85. $169,71¢ $107,65: $11,217 $104,44¢ $152,77"

1 2

Ratio of Earnings to Fixed Charges 1.0¢ 2.1F 1.3t 0.1z 1.31 2.2t

! Earnings (loss) from continuing operations befac®me taxes and non-controlling interest for tixensonths ended June 30, 2011
includes a pre-tax loss of $17.5 million due towrée-off of regulatory disallowances. If that loss weseluded, the Ratio of Earnings
Fixed Charges would have been 1.53.

2 The shortfall in the earnings available for fixgltrges to achieve a ratio of earnings to fixedgdmof 1.00 amounted to $83.9 million
for the year December 31, 2008.



TEXAS-NEW MEXICO POWER COMPANY
Ratio of Earnings to Fixed Charges
(In thousands, except ratio)

Fixed charges, as defined by the Securities anti&ge
Commission:

Interest expensed and capitalized

Amortization of debt premium, discount and expenses
Estimated interest factor of lease rental charges

Total Fixed Charges

Earnings, as defined by the Securities and Exchange
Commission:

Earnings from continuing operations before incomet
Fixed charges as above

Interest capitalized

Earnings Available for Fixed Charges

Ratio of Earnings to Fixed Charges

Six Months
Ended

Exhibit 12.

Year Ended December 31,

June 30, 2011 2010

2007 2006

13,98¢ $28,63:
872 2,68¢
66C 1,24¢

$23,52: $27,37¢

1,92¢ 1,69¢
844 367

15,51¢ $32,56:

$26,29: $29,43¢

13,39  $26,02¢
15,51¢  32,56:
(255) (15¢)

$29,05¢ $17,90¢

26,290 29,43¢
(332 (209

28,65¢ $58,42¢

$55,01¢ $47,13:

1

1.8¢ 1.7¢

2.0¢ 1.6C

!Earnings from continuing operations before incomes for the six months ended June 30, 2011 insladee-tax loss of $3.9 million
due to the write-off of regulatory disallowanceghiat loss were excluded, the Ratio of EarningBik®d Charges would have been 2.10



PNM Resources
Alvarado Square
Albuquerque, NM 87158

EXHIBIT 31.1
CERTIFICATION

I, Patricia K. Collawn, certify that:

1. I have reviewed this Quarterly Report on Forn-Q of PNM Resources, Inc

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omattde a material fact necessary to make the seatisnmads
in light of the circumstances under which suchestants were made, not misleading with respecte@ériod covered by this repo

3. Based on my knowledge, the financial statementd, ather financial information included in this repdfairly present in all material respects theafigia
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskimt¢his report

4. The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contesld procedures (as defined in Exchange Act |
13&-15(e) and 15-15(e)) and internal control over financial repagtifas defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav

Date:

a)

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbs ttesigned under our supervision, to ensurt
material information relating to the registrantclirding its consolidated subsidiaries, is made kmaw us by others within those entities, partidy
during the period in which this report is beinggaeed;

Designed such internal control over financial reéipgr, or caused such internal control over finahégorting to be designed under our supervisio
provide reasonable assurance regarding the retjabflfinancial reporting and the preparation wfancial statements for external purposes in acsu
with generally accepted accounting principl

Evaluated the effectiveness of the registsdisclosure controls and procedures and preséntbds report our conclusions about the effectessnof th
disclosure controls and procedures, as of the étiteqeriod covered by this report based on sweltuation; anc

Disclosed in this report any change in the segnt’s internal control over financial reportititat occurred during the registrastmost recent fisc
guarter (each registrastfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasopdikEly to materially affect, tr
registran’'s internal control over financial reporting; &

The registrant’s other certifying officer antidve disclosed, based on our most recent evatuafimternal control over financial reporting, ttee registrant
auditors and the audit committee of the regis’s board of directors (or persons performing theweent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal controlerdinancial reporting which are reasonably lil
to adversely affect the registr’s ability to record, process, summarize and refreathcial information; an

b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmifiole in the registramst'internal control o
financial reporting

August 8, 2011 By: /s/ Patricia K. Collawn

Patricia K. Collawn
President and Chief Executive Officer
PNM Resources, Inc.



PNM Resources
Alvarado Square
Albuquerque, NM 87158

EXHIBIT 31.2
CERTIFICATION

I, Charles N. Eldred, certify that:

1. I have reviewed this Quarterly Report on Forn-Q of PNM Resources, Inc

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omattde a material fact necessary to make the seatisnmads
in light of the circumstances under which suchestants were made, not misleading with respecte@ériod covered by this repo

3. Based on my knowledge, the financial statementd, ather financial information included in this repdfairly present in all material respects theafigia
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskimt¢his report

4. The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contesld procedures (as defined in Exchange Act |
13&-15(e) and 15-15(e)) and internal control over financial repagtifas defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav

Date:

a)

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbs ttesigned under our supervision, to ensurt
material information relating to the registrantclirding its consolidated subsidiaries, is made kmaw us by others within those entities, partidy
during the period in which this report is beinggaeed;

Designed such internal control over financial reéipgr, or caused such internal control over finahégorting to be designed under our supervisio
provide reasonable assurance regarding the retjabflfinancial reporting and the preparation wfancial statements for external purposes in acsu
with generally accepted accounting principl

Evaluated the effectiveness of the registsdisclosure controls and procedures and preséntbds report our conclusions about the effectessnof th
disclosure controls and procedures, as of the étiteqeriod covered by this report based on sweltuation; anc

Disclosed in this report any change in the segnt’s internal control over financial reportititat occurred during the registrastmost recent fisc
guarter (each registrastfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasopdikEly to materially affect, tr
registran’'s internal control over financial reporting; &

The registrant’s other certifying officer antidve disclosed, based on our most recent evatuafimternal control over financial reporting, ttee registrant
auditors and the audit committee of the regis’s board of directors (or persons performing theweent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal controlerdinancial reporting which are reasonably lil
to adversely affect the registr’s ability to record, process, summarize and refreathcial information; an

b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmifiole in the registramst'internal control o
financial reporting

August 8, 2011 By: /s/ Charles N. Eldred

Charles N. Eldred
Executive Vice President
Chief Financial Officer
PNM Resources, Inc.



Public Services Company of New Mexico
Alvarado Square
Albuquerque, NM 87158

EXHIBIT 31.3
CERTIFICATION

I, Patricia K. Collawn, certify that:

1. I have reviewed this Quarterly Report on Forn-Q of PNM Resources, Inc

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omattde a material fact necessary to make the seatisnmads
in light of the circumstances under which suchestants were made, not misleading with respecte@ériod covered by this repo

3. Based on my knowledge, the financial statementd, ather financial information included in this repdfairly present in all material respects theafigia
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskimt¢his report

4. The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contesld procedures (as defined in Exchange Act |
13&-15(e) and 15-15(e)) and internal control over financial repagtifas defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav

Date:

a)

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbs ttesigned under our supervision, to ensurt
material information relating to the registrantclirding its consolidated subsidiaries, is made kmaw us by others within those entities, partidy
during the period in which this report is beinggaeed;

Designed such internal control over financial reéipgr, or caused such internal control over finahégorting to be designed under our supervisio
provide reasonable assurance regarding the retjabflfinancial reporting and the preparation wfancial statements for external purposes in acsu
with generally accepted accounting principl

Evaluated the effectiveness of the registsdisclosure controls and procedures and preséntbds report our conclusions about the effectessnof th
disclosure controls and procedures, as of the étiteqeriod covered by this report based on sweltuation; anc

Disclosed in this report any change in the segnt’s internal control over financial reportititat occurred during the registrastmost recent fisc
guarter (each registrastfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasopdikEly to materially affect, tr
registran’'s internal control over financial reporting; &

The registrant’s other certifying officer antidve disclosed, based on our most recent evatuafimternal control over financial reporting, ttee registrant
auditors and the audit committee of the regis’s board of directors (or persons performing theweent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal controlerdinancial reporting which are reasonably lil
to adversely affect the registr’s ability to record, process, summarize and refreathcial information; an

b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmifiole in the registramst'internal control o
financial reporting

August 8, 2011 By: /s/ Patricia K. Collawn

Patricia K. Collawn
President and Chief Executive Officer
Public Service Company of New Mexico



Public Services Company of New Mexico
Alvarado Square
Albuquerque, NM 87158

EXHIBIT 31.4
CERTIFICATION

I, Charles N. Eldred, certify that:

1. I have reviewed this Quarterly Report on Forn-Q of PNM Resources, Inc

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omattde a material fact necessary to make the seatisnmads
in light of the circumstances under which suchestants were made, not misleading with respecte@ériod covered by this repo

3. Based on my knowledge, the financial statementd, ather financial information included in this repdfairly present in all material respects theafigia
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskimt¢his report

4. The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contesld procedures (as defined in Exchange Act |
13&-15(e) and 15-15(e)) and internal control over financial repagtifas defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav

Date:

a)

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbs ttesigned under our supervision, to ensurt
material information relating to the registrantclirding its consolidated subsidiaries, is made kmaw us by others within those entities, partidy
during the period in which this report is beinggaeed;

Designed such internal control over financial reéipgr, or caused such internal control over finahégorting to be designed under our supervisio
provide reasonable assurance regarding the retjabflfinancial reporting and the preparation wfancial statements for external purposes in acsu
with generally accepted accounting principl

Evaluated the effectiveness of the registsdisclosure controls and procedures and preséntbds report our conclusions about the effectessnof th
disclosure controls and procedures, as of the étiteqeriod covered by this report based on sweltuation; anc

Disclosed in this report any change in the segnt’s internal control over financial reportititat occurred during the registrastmost recent fisc
guarter (each registrastfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasopdikEly to materially affect, tr
registran’'s internal control over financial reporting; &

The registrant’s other certifying officer antidve disclosed, based on our most recent evatuafimternal control over financial reporting, ttee registrant
auditors and the audit committee of the regis’s board of directors (or persons performing theweent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal controlerdinancial reporting which are reasonably lil
to adversely affect the registr’s ability to record, process, summarize and refreathcial information; an

b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmifiole in the registramst'internal control o
financial reporting

August 8, 2011 By: /s/ Charles N. Eldred

Charles N. Eldred

Executive Vice President

Chief Financial Officer

Public Service Company of New Mexico



Texas-New Mexico Power Company
577 N. Garden Ridge Blvd.
Lewisville, Texas 75067

EXHIBIT 31.5
CERTIFICATION

I, Patricia K. Collawn, certify that:

1. I have reviewed this Quarterly Report on Forn-Q of PNM Resources, Inc

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omattde a material fact necessary to make the seatisnmads
in light of the circumstances under which suchestants were made, not misleading with respecte@ériod covered by this repo

3. Based on my knowledge, the financial statementd, ather financial information included in this repdfairly present in all material respects theafigia
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskimt¢his report

4. The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contesld procedures (as defined in Exchange Act |
13&-15(e) and 15-15(e)) and internal control over financial repagtifas defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav

Date:

a)

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbs ttesigned under our supervision, to ensurt
material information relating to the registrantclirding its consolidated subsidiaries, is made kmaw us by others within those entities, partidy
during the period in which this report is beinggaeed;

Designed such internal control over financial reéipgr, or caused such internal control over finahégorting to be designed under our supervisio
provide reasonable assurance regarding the retjabflfinancial reporting and the preparation wfancial statements for external purposes in acsu
with generally accepted accounting principl

Evaluated the effectiveness of the registsdisclosure controls and procedures and preséntbds report our conclusions about the effectessnof th
disclosure controls and procedures, as of the étiteqeriod covered by this report based on sweltuation; anc

Disclosed in this report any change in the segnt’s internal control over financial reportititat occurred during the registrastmost recent fisc
guarter (each registrastfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasopdikEly to materially affect, tr
registran’'s internal control over financial reporting; &

The registrant’s other certifying officer antidve disclosed, based on our most recent evatuafimternal control over financial reporting, ttee registrant
auditors and the audit committee of the regis’s board of directors (or persons performing theweent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal controlerdinancial reporting which are reasonably lil
to adversely affect the registr’s ability to record, process, summarize and refreathcial information; an

b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmifiole in the registramst'internal control o
financial reporting

August 8, 2011 By: /s/ Patricia K. Collawn

Patricia K. Collawn
President and Chief Executive Officer
Texas-New Mexico Power Company



Texas-New Mexico Power Company
577 N. Garden Ridge Blvd.
Lewisville, Texas 75067

EXHIBIT 31.6
CERTIFICATION

I, Thomas G. Sategna, certify that:

1. I have reviewed this Quarterly Report on Forn-Q of PNM Resources, Inc

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omattde a material fact necessary to make the seatisnmads
in light of the circumstances under which suchestants were made, not misleading with respecte@ériod covered by this repo

3. Based on my knowledge, the financial statementd, ather financial information included in this repdfairly present in all material respects theafigia
condition, results of operations and cash flowthefregistrant as of, and for, the periods preskimt¢his report

4. The registran$ other certifying officer and | are responsibledstablishing and maintaining disclosure contesld procedures (as defined in Exchange Act |
13&-15(e) and 15-15(e)) and internal control over financial repagtifas defined in Exchange Act Rules -15(f) and 15-15(f)) for the registrant and hav

Date:

a)

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbs ttesigned under our supervision, to ensurt
material information relating to the registrantclirding its consolidated subsidiaries, is made kmaw us by others within those entities, partidy
during the period in which this report is beinggaeed;

Designed such internal control over financial reéipgr, or caused such internal control over finahégorting to be designed under our supervisio
provide reasonable assurance regarding the retjabflfinancial reporting and the preparation wfancial statements for external purposes in acsu
with generally accepted accounting principl

Evaluated the effectiveness of the registsdisclosure controls and procedures and preséntbds report our conclusions about the effectessnof th
disclosure controls and procedures, as of the étiteqeriod covered by this report based on sweltuation; anc

Disclosed in this report any change in the segnt’s internal control over financial reportititat occurred during the registrastmost recent fisc
guarter (each registrastfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasopdikEly to materially affect, tr
registran’'s internal control over financial reporting; &

The registrant’s other certifying officer antidve disclosed, based on our most recent evatuafimternal control over financial reporting, ttee registrant
auditors and the audit committee of the regis’s board of directors (or persons performing theweent functions)

a) All significant deficiencies and material weaknessethe design or operation of internal controlerdinancial reporting which are reasonably lil
to adversely affect the registr’s ability to record, process, summarize and refreathcial information; an

b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmifiole in the registramst'internal control o
financial reporting

August 8, 2011 By: /s/ Thomas G. Sategna

Thomas G. Sategnha
Vice President and Controller
Texas-New Mexico Power Company



PNM Resources
Alvarado Square
Albuquerque, NM 87158
WWW.pnmresources.com

EXHIBIT 32.1

CERTIFICATION PURSUANT TO 18 U.S.C. § 1350, AS ADOHED PURSUANT TO § 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQg@er the period ended June 30, 2011 , for PNM Ress, Inc. (“Company”)as filed with the Securities a
Exchange Commission on August 8, 2011 (“Repogggh of the undersigned officers of the Compantifigsy, pursuant to 18 U.S.C. 81350, as adoptedyant to
906 of the Sarbanes-Oxley Act of 2002, 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 prets, in all material respects, the financial ctiodiand results of operations of the Compe

Date: August 8, 2011 By: /s/ Patricia K. Collawn
Patricia K. Collawn
President and Chief Executive Officer
PNM Resources, Inc.

By: /s/ Charles N. Eldred
Charles N. Eldred
Executive Vice President and
Chief Financial Officer




Public Services Company of New Mexico
Alvarado Square
Albuquerque, NM 87158

EXHIBIT 32.2

CERTIFICATION PURSUANT TO 18 U.S.C. § 1350, AS ADOHED PURSUANT TO § 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQG@er the period ended June 30, 2011 , for PubdioviBes Company of New Mexico (“Companyds filed witt
the Securities and Exchange Commission on Augug081 (“Report”),each of the undersigned officers of the Companyifigsr, pursuant to 18 U.S.C. §1350
adopted pursuant to § 906 of the Sarbanes-OxleyA2002, 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 prets, in all material respects, the financial ctiodiand results of operations of the Compe

Date: August 8, 2011 By: /s/ Patricia K. Collawn
Patricia K. Collawn
President and Chief Executive Officer
Public Service Company of New Mexico

By: /s/ Charles N. Eldred
Charles N. Eldred
Executive Vice President and
Chief Financial Officer




Texas-New Mexico Power Company
577 N. Garden Ridge Blvd.
Lewisville, Texas 75067

EXHIBIT 32.3

CERTIFICATION PURSUANT TO 18 U.S.C. § 1350, AS ADOHED PURSUANT TO § 906 OF THE
SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@aer the period ended June 30, 2011 , for Texas-Neexico Power Company (“Company'as filed with th:

Securities and Exchange Commission on August 8] ZMReport”), each of the undersigned officers of the Companijfiesy, pursuant to 18 U.S.C. §1350, as adc
pursuant to 8906 of the Sarbanes-Oxley Act of 2@&t;

(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 prets, in all material respects, the financial ctiodiand results of operations of the Compe

Date: August 8, 2011 By: /s/ Patricia K. Collawn
Patricia K. Collawn
President and Chief Executive Officer
Texas-New Mexico Power Company

By: /s/ Thomas G. Sategna
Thomas G. Sategna
Vice President and Controller
Texas-New Mexico Power Company




