El Paso Electric
www.epelectric.com

NEWS RELEASE
For Immediate Release

Date: August 3, 2011

Contacts:
Media: Teresa Souza, 915-543-5823
Analysts: Rachelle Williams, 915-543-2257

El Paso Electric Announces Second Quarter Financial Results
Overview



For the second quarter of 2011, EE reported net income of $33.0 million, or $0.78 basic and diluted
earnings per share. In the second quarter of 2010, EE reported net income of $21.5 million, or $0.49
basic and diluted earnings per share.
For the six months ended June 30, 2011, EE reported net income of $39.8 million, or $0.94 basic and
diluted earnings per share. Net income for the six months ended June 30, 2010 was $33.0 million, or
$0.75 basic and diluted earnings per share.

“Earnings increased during the second quarter of 2011 due to significant growth in kWh sales in our local
service territory,” said David W. Stevens, Chief Executive Officer. “The increase in earnings was primarily
driven by hotter than normal weather and the new seasonal rates in Texas, which were effective July 1, 2010.
Our retail kWh sales grew 6.2% over the second quarter of 2010 and we reached a new native system peak of
1,689 MW in June 2011.”
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Earnings Summary
The table and explanations below present the major factors affecting 2011 net income relative to 2010 net income.

June 30, 2010 ...........................................
Changes in:
Retail non-fuel base revenue ...............
Fossil fuel plant O&M ........................
Retained off-system sales margins .....
Outside services .................................
Deregulated Palo Verde Unit 3
revenues .........................................
Taxes other than income taxes ............
Elimination of Medicare Part D tax
benefit ...............................................
Other ...................................................
June 30, 2011 ...........................................
Change in weighted average
number of shares ..............................
June 30, 2011 ...........................................

Quarter Ended
After-Tax
Pre-Tax
Net
Basic
Effect
Income
EPS
$ 21,507
$ 0.49

Six Months Ended
After-Tax
Pre-Tax
Net
Basic
Effect
Income
EPS
$ 32,956
$ 0.75

$ 24,112
(2,673)
(1,580)
(1,185)

15,190
(1,684)
(995)
(746)

0.36
(0.04)
(0.03)
(0.02)

$ 17,961
(1,182)
(6,023)
(2,659)

11,315
(744)
(3,795)
(1,675)

0.27
(0.02)
(0.09)
(0.04)

(354)
(206)

(223)
(130)

(0.01)
−

(1,495)
(1,590)

(942)
(1,002)

(0.02)
(0.02)

−

−

−
−
0.75

4,787
(1,135)
$ 39,765

0.11
(0.03)
0.91

71
$ 32,990

0.03
$ 0.78

−

0.03
$ 0.94

Second Quarter 2011
Income for the quarter ended June 30, 2011 when compared to the same period last year was positively affected
by:


Increased retail non-fuel base revenues due to a 6.2% increase in kWh sales to retail customers
reflecting hotter summer weather in the second quarter of 2011 as compared to the same period in 2010.
In addition, the increase reflects new seasonal non-fuel base rates in Texas that are higher in the summer
months (May through October).

Income for the quarter ended June 30, 2011 when compared to the same period last year was negatively affected
by:
 Increased fossil fuel plant O&M expense due to increased plant maintenance largely due to weatherrelated damage during severe winter weather in February 2011.
 Decreased off-system sales margins due to lower average market prices for power, and losses on sales
of power purchased for system reliability when wildfires in June 2011 threatened key transmission lines
in Arizona.
 Increased outside services related to regulatory activities.
Year to Date
Earnings for the six months ended June 30, 2011 when compared to the same period last year, were positively
affected by:


Increased retail non-fuel base revenues due to a 2.8% increase in kWh sales to retail customers
primarily due to hotter summer weather in 2011 as compared to the same period in 2010. In addition,
the increase reflects new seasonal non-fuel base rates in Texas that are higher in the summer months.
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Lower income taxes in 2011 relative to a one-time charge to income tax expense incurred in 2010 to
recognize a change in tax law enacted in the Patient Protection and Affordable Care Act to eliminate
the tax benefit related to the Medicare Part D subsidies.

Earnings for the six months ended June 30, 2011 when compared to the same period last year were negatively
affected by:





Decreased off-system sales margins due to an increase in sharing of off-system sales margins with
customers from 25% to 90% effective in July 2010 and, to a lesser extent, lower average market prices
for power and losses on sales of power purchased for system reliability.
Increased outside services primarily related to regulatory activities and additional outside services
related to new software systems to improve productivity.
Increased taxes other than income taxes due to increased estimated property taxes and revenue-related
taxes in Texas.
Decreased deregulated Palo Verde Unit 3 revenues in 2011 due to lower proxy market prices, increased
nuclear fuel prices, and decreased generation at Palo Verde Unit 3 in 2011.

Retail Non-fuel Base Revenues
Retail non-fuel base revenues increased by $24.1 million, pre-tax, or 18.5% in the second quarter of 2011
compared to the same period in 2010 primarily due to (i) new seasonal non-fuel base rates in Texas, and (ii) a
6.2% increase in kWh sales to retail customers reflecting hotter summer weather and 1.4% growth in the
average number of customers served. During the three months ended June 30, 2011, cooling degree days were
over 16% above the same period in 2010 and the 10-year average. KWh sales to residential customers and small
commercial and industrial customers increased 9.3% and 5.5%, respectively, in the second quarter. Sales to
other public authorities increased due to increased sales to Fort Bliss at higher non-fuel base rates. The new
seasonal non-fuel base rates in Texas are higher in the summer months of May to October and lower in the
winter months of November to April. Non-fuel base revenues and kilowatt-hour sales are provided by customer
class on page 10 of the Release.
For the six months ended June 30, 2011, retail non-fuel base revenues increased by $18.0 million, pre-tax, or
7.5% compared to the same period in 2010 primarily due to a 2.8% increase in kWh sales to retail customers,
reflecting hotter summer weather, and 1.4% growth in the average number of customers served. During the six
months ended June 30, 2011, cooling degree days were 21% above the same period in 2010 and 18% above the
10-year average. KWh sales to residential customers and small commercial and industrial customers increased
3.4% and 2.5%, respectively, during the six months ended June 30, 2011 compared to the same period last year.
The increases in kWh sales in the second quarter were offset by the decreased kWh sales we experienced in the
first quarter and were generally at the higher summer rates contributing to the revenue increase. Sales to other
public authorities increased due to increased sales to Fort Bliss at higher non-fuel base rates. Non-fuel base
revenues and kilowatt-hour sales are provided by customer class on page 12 of the Release.
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Off-system Sales
We make off-system sales in the wholesale power markets when competitively priced excess power is available
from our generating plants and purchased power contracts. The Company shared 25% of off-system sales
margins with customers and retained 75% of off-system sales margins through June 30, 2010 pursuant to rate
agreements in prior years. Effective July 1, 2010, we share 90% of off-system sales margins with customers
and retain 10% of off-system sales margins. Off-system sales margins were negatively impacted by power
purchases required for system reliability during extremely cold weather in February 2011 and when wildfires in
June 2011 threatened key transmission lines in Arizona. The cost of this power was reserved pending a request
for recovery. Retained margins from off-system sales, including the reliability purchases, decreased
approximately $1.6 million and $6.0 million for the three and six months ended June 30, 2011, respectively,
compared to the corresponding periods in 2010.
Palo Verde License Extension
On April 21, 2011, the Nuclear Regulatory Commission granted extensions in the operating licenses for all three
units at Palo Verde. The operating licenses for Units 1, 2 and 3 will now expire in 2045, 2046, and 2047,
respectively. For the quarter ended June 30, 2011, the extension of the operating licenses had the effect of
reducing depreciation and amortization expense by approximately $2.6 million and reducing the accretion
expense on the Palo Verde asset retirement obligation by approximately $0.7 million.
Capital and Liquidity
We continue to maintain a strong capital structure to ensure access to capital markets at reasonable rates. At
June 30, 2011, common stock equity represented 47.9% of our capitalization (common stock equity, long-term
debt, and short-term borrowings under the revolving credit facility). At June 30, 2011, we had a balance of
$5.1 million in cash and cash equivalents. We believe we have adequate liquidity through our current cash
balances, cash from operations, and our revolving credit facility to meet all of our anticipated cash requirements
for the next twelve months.
Cash flows from operations for the six months ended June 30, 2011 were $49.6 million compared to
$59.5 million in the corresponding period in 2010. The decrease in cash flows from operations reflects the
timing of collection of fuel revenues to recover actual fuel expenses in 2011 compared to 2010. The difference
between fuel revenues collected and fuel expense incurred is deferred to be either refunded (over-recoveries) or
surcharged (under-recoveries) to customers in the future. During the six months ended June 30, 2011, the
Company had an under-recovery of fuel costs, net of refunds, of $25.8 million as compared to an over-recovery,
net of refunds, of $0.4 million during the six months ended June 30, 2010. At June 30, 2011, we had a net fuel
under-recovery balance of $6.9 million, including $6.8 million in Texas and $0.1 million in FERC.
During the six months ended June 30, 2011, our primary capital requirements were for the construction and
purchase of electric utility plant, purchases of nuclear fuel, the repurchase of common stock, and common stock
dividends. Capital requirements for new electric plant were $87.0 million for the six months ended June 30,
2011 compared to $90.6 million for the six months ended June 30, 2010.
On March 21, 2011, the Board of Directors authorized repurchases of up to 2.5 million shares of the Company’s
outstanding common stock (the “2011 Plan”). During the six months ended June 30, 2011, we repurchased
910,749 shares of common stock in the open market at an aggregate cost of $26.3 million including 323,838 shares
repurchased in the second quarter at an aggregate cost of $9.6 million as authorized under both our previously
authorized plan and under the 2011 Plan. As of June 30, 2011, 2,265,522 shares remain available for repurchase
under our stock repurchase program. The Company currently expects to continue to repurchase shares in the open
market from time to time.
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We maintain a $200 million revolving credit facility for the interim financing of construction and operations
including the financing of nuclear fuel through the Rio Grande Resources Trust (“RGRT”). RGRT is the trust
through which we finance our portion of nuclear fuel for Palo Verde and is consolidated in the Company’s
financial statements. The revolving credit facility has a term ending September 2014, and EE may request that
the facility be increased up to $300 million during the term of the facility subject to the lenders agreement. The
terms of the agreement provide that amounts we borrow under the facility may be used for working capital and
general corporate purposes. The total amount borrowed for nuclear fuel by RGRT was $123.6 million at June
30, 2011 of which $13.6 million had been borrowed under the revolving credit facility and $110 million was
borrowed through senior notes. Borrowings by RGRT and the Company for nuclear fuel were $122.8 million as
of June 30, 2010, including accrued interest and fees, all of which was borrowed under the revolving credit
facility then in effect. Interest costs on borrowings to finance nuclear fuel are accumulated by RGRT and
charged to EE as fuel is consumed and recovered from customers through fuel recovery charges. At June 30,
2011, we had $26.0 million outstanding under the revolving credit facility for working capital and general
corporate purposes.
On July 28, 2011, the Board of Directors declared a quarterly cash dividend of $0.22 per share payable on
September 30, 2011 to shareholders of record on September 15, 2011. On June 30, 2011, we paid $9.3 million of
dividends to shareholders. We expect to pay quarterly cash dividends of approximately $27 million during 2011.
2011 Earnings Guidance
We are revising our 2011 earnings to a range of $2.20 to $2.50 per basic share from a range of $2.10 to $2.50
per basic share.
Conference Call
A conference call to discuss second quarter 2011 earnings is scheduled for 10:30 a.m. Eastern Time, August 3,
2011. The dial-in number is 866-283-8246 with a conference ID of 1540697. The conference leader will be
Steven P. Busser, Vice President – Treasurer of EE. A replay will run through August 17, 2011 with a dial-in
number of 866-837-8032 and a conference ID of 1540697. The conference call and presentation slides will be
webcast live on EE’s website found at http://www.epelectric.com. A replay of the webcast will be available
shortly after the call.
Safe Harbor
This news release includes statements that may constitute forward-looking statements made pursuant to the safe
harbor provisions of the Private Securities Litigation Reform Act of 1995. This information may involve risks
and uncertainties that could cause actual results to differ materially from such forward-looking statements.
Factors that could cause or contribute to such differences include, but are not limited to: (i) increased prices for
fuel and purchased power and the possibility that regulators may not permit EE to pass through all such
increased costs to customers or to recover previously incurred fuel costs in rates; (ii) recovery of capital
investments and operating costs through rates in Texas and New Mexico; (iii) uncertainties and instability in the
general economy and the resulting impact on EE’s sales and profitability; (iv) unanticipated increased costs
associated with scheduled and unscheduled outages; (v) the size of our construction program and our ability to
complete construction on budget and on time; (vi) costs at Palo Verde; (vii) deregulation and competition in the
electric utility industry; (viii) possible increased costs of compliance with environmental or other laws,
regulations and policies; (ix) possible income tax and interest payments as a result of audit adjustments proposed
by the IRS; (x) uncertainties and instability in the financial markets and the resulting impact on EE's ability to
access the capital and credit markets; and (xi) other factors detailed by EE in its public filings with the Securities
and Exchange Commission. EE’s filings are available from the Securities and Exchange Commission or may be
obtained through EE’s website, http://www.epelectric.com. Any such forward-looking statement is qualified by
reference to these risks and factors. EE cautions that these risks and factors are not exclusive. EE does not
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undertake to update any forward-looking statement that may be made from time to time by or on behalf of EE
except as required by law.
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