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Item 8.01 Other Events

On May 10, 2010, El Paso Electric Company (the Company ) reached a tentative settlement with the staff of the Public Utility Commission of
Texas (the PUCT ), the City of El Paso (the City ) and all intervenors in its 2009 Texas retail rate case and fuel reconciliation in PUCT Docket
No. 37690. The tentative settlement is subject to (i) the negotiation of a formal stipulation among the parties, including the negotiation of the rate
design by individual customer class, (ii) approval of the terms of the settlement by the El Paso City Council, and (iii) approval of the stipulation
by the PUCT. The Company can give no assurance whether or when the tentative settlement will receive the required approvals.

Under the terms of the tentative settlement, the Company will be permitted to increase its non-fuel base rates by $17.15 million over current
base rates. The rate increase will be effective as of July 1, 2010. All additions to electric plant in service since June 30, 1993 through June 30,
2009 will be deemed to be reasonable and necessary with the exception of a $6.6 million net investment in the Copper plant gas turbine. In
addition, the Company will be entitled to reflect the cost of its customer information system completed in April 2010 in base rates with a
ten-year amortization. Effective with the implementation of new rates, the Company will be entitled to reflect a 10.125% return on equity in its
calculation of the allowance for funds used during construction.

The tentative settlement further provides that the Company s fuel costs for the period from March 1, 2007 through June 30, 2009 will be
reconciled subject only to a hearing on the amount of the Four Corners coal mine reclamation costs to be recovered from Texas customers. In
addition, renewable energy credit costs will be deemed to have been recovered through base rates and will not be recovered through the
Company s fuel clause. The tentative settlement will also establish a formula-based fuel factor for the recovery of fuel costs effective as of July 1,
2010.

Under the tentative settlement and consistent with a previous agreement, the Company will be entitled to retain 10% of off-system sales
margins after June 30, 2010. Currently, the Company retains 75% of such margins.

Finally, the tentative settlement establishes an energy efficiency cost-recovery factor and allows the recovery of deferred energy efficiency
costs over a three-year period.
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