
Return on Rate Base

PNM TNMP

Net Earnings Available for Common Stock 56,770$            15,982$            

Adjusting items, net of income tax effects(1)

Mark-to-market impact of economic hedges 3,460                -                    
Net change in unrealized impairments of NDT securities (1,774)               -                    

Loss on reacquired debt 283                   -                    
Disposition of litigation (5,141)               -                    

Total Adjustments (3,172)               -                    

Ongoing Earnings 53,598$            15,982$            

PNM TNMP

PNM Retail Earnings 40,570$            -$                  
FERC Transmission Earnings 719                   -                    

FERC Generation Earnings (Loss) (5,557)               -                    
TNMP Regulated Earnings -                    15,145              

Other(2) 17,866              837                   
Ongoing Earnings 53,598$            15,982$            

Retail
FERC 

Transmission
FERC 

Generation TNMP

Regulated Earnings 40,570$          719$                 (5,557)$             15,145$            

Regulated Rate Base 1,780,992       152,265            61,602              448,280            
Common equity percentage of capital structure 52.24% 52.24% 52.24% 45.00%

Common equity portion of rate base 930,390          79,543              32,181              201,726            

2010 Return on Rate Base 4.4% 0.9% (17.3%) 7.5%

(1) Income tax effects calculated using tax rate 39.59%. 

(in thousands, except percentages)

Reconciliation of Regulated Earnings (Loss) to Ongoing Earnings

Calculation of 2010 Return on Rate Base

(2) Other includes amounts related to excluded assets (such as the Palo Verde Nuclear Generating Station Unit 3, Palo Verde Nuclear Decommissioning 
Trust and Palo Verde Nuclear Generating Station lessor notes), specific rate riders (such as renewables), and other items that are excluded from 
regulatory cost-of-service filings. 

The Company uses return on rate base to evaluate the operations of its regulated businesses. While the Company believes this financial 
measure is appropriate and useful for investors, it is not a measure presented in accordance with generally accepted accounting principles 
in the U.S. (GAAP). The Company does not intend for this measure, or any piece of this measure, to represent any financial measure as 
defined by GAAP. Furthermore, the Company's calculation of this measure as presented may or may not be comparable to similarly titled 
measures used by other companies. 

Return on rate base measures the jurisdictional regulated earnings as a percentage of the portion of regulated rate base deemed financed 
by common equity. Return on rate base is calculated by dividing regulated earnings (reconciled below) by the common equity portion of its 
estimated rate base, based on a defined capital structure. The Company believes rate base to be a measure that is required by the 
regulating agencies and does not believe rate base or return on rate base to be comparable to a GAAP measure. 

The tables below provide a reconciliation of GAAP earnings to regulated earnings and return on rate base. 

Reconciliation of GAAP Net Earnings to Ongoing Earnings

PNM

(in thousands)

Year Ended December 31, 2010

Year Ended December 31, 2010

(in thousands)
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