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A Plan for Action

PMiosophy
The El Paso-Las Cruccs am is an ex-

cellent place to live and to work. The ser-
vice area of The Electric Company has
provided exceptional opportunities for the
Company and for its employees. We
believe that a value received is worth a
value returned. In this regard we believe
that the Company must respond to thc
nccds of this community in all areas
where economically practical.

MISSIon
El Paso Electric has a three-fold mis.

sion. The Company is dedicated to pro-
viding relhble electric service to
customers at the most reasonable cost.
The Company is obligated to protect and
enhance the investment of its
Shareholders, the investment which has
created the jobs and the growth oppor-
tunity for the Company. Thc Company is
also obligated to provide an enriching and
satisfying place for its employees to work.
Wc believe that the strategic goals and
objectives which are presented in this
Plan provide the necessary direction so
that we may successfully accomplish our
mission.

Areas of Focus
To carry out the Company's mission

as an active organization in the communi ~

ty and one which is dedicated to thc
benerment of all concerne, we focus on
the'following general areas of concerm
~ Customer Scrvicc
~ Community Service
~ Shareholder RcLations
~ Employee-Management Obligations
~ Corporate Communications

Strategic Goals and Objectives
Each area of focus provides categories

for which strategic goals are established as
a part of the phnning process for individ-
ual and departmenul action. Proposed
projects and activities arc formuLated to
accomplish specific objectives in accord
with and in support of one or more of
these goals.

Strategic goals and objectives are
developed and formalized in order to give
general direction to managcmcnt for the.
overall corporate planning tasks as well as
morc specific deparunental planning
activities. Thc goals and objcctivcs should
not limit thc ingenuity and imagination of
Company management, but rather should
provide an overall agreed-upon course of
action. It is recognized that the manage-
ment of the Company must remain flexi-
ble and innovativc in solving the day.to-

day operating problems. However, these
strategic goals exemplify our philosophy
in fulfillingthc overall corporate mission.

Customer Service
~ Provide a quality of service to
customers at least equal to the highest
standards in the industry.
~ Maintain reliability of service to
customers at a level above 99 percent.
~ On a continuing basis, study and imple-
ment improved methods and phnt
bettermcnts for providing electricity to
customers at the lowest possible cost.
~ Insure that customers are educated on
the safety aspects of using electricity.
~ Retain all existing customers and seek
new customers through system expansion
where feasible and consistent with good
economics.
~ Remain indcpcndent in providing
power supply and transmission scrvicc
where possible and consistent with good
economics for the customer and
Sharcholdcr.

Cormnunity Service
~ Promote economic growth and increas-
ed development of the Company's toul
service arel.
~ Protect, enhance and develop the com-
munity's natural resources with panicular
anention to air, water and land resources.
~ Provide job opportunitics and an invest-
mcnt in the service area which promotes
a higher standard of living for all citizens.
~ Provide to the scrvicc area both
economic and social support consistent
with thc level of responsibility expected
of the No. I corporate citizen.
~ Promote a high degree of positive
involvement in the service area by all
employees.
~ Cooperate with and scrvc the educa-
tional institutions located in the service
area in a manner consistent with other
lcadcrs in the industry.
~ Mainuin leadership positions within and
provide approprLatc assistance to com-
munity service oqpnizatlons. Continue to
support the United Way in a leadership
manner.

Shareholder Relations
~ Assure that all cxpenditurcs arc made in
such a way as to protect and enhance the
Shareholders'nvestment.
~ Provide a rate of return.to the
Slureholdcrs which is competitive with
other possible invcstmcnts.
~ Maintain the financial integrity of thc
Company in a manner consistent with
AA-rated utility companies.

~ Earn a rate of return which is above the
national avenge and mainuin bond
coveiages above three times in all financial
periods.
~ Continue to study the feasibility of ncw
programs and projects which might be
undcrtakcn as measures to maintain and
improve the finance integrity of the
Company.
~ Base all Company involvement in new
programs or projects on solid economic
principles.

Employee-Management
Obligations
~ Monitor and strive to improve the
quality of management and supervision.
~ Promote a high degree of profession-
alism throughout the entire Company.
~ Develop, update and monitor both
long- and short-term phns in a formalized
manner.
~ Insure thc flexibilityof corporate plans
while establishing performance goals for
all Icvcls of employees.
~ Underuke research and dcvclopment
consistent with strategic goals, corponte
objectives and sound economics.
~ Attract, dcvclop and retain able and
loyal employees.
~ Provide equal cmploymcnt oppor-
tunitics and a high dcgrce of training
along with modern, professional tools.
~ Strive to provide cmployecs with com-
pensation Icvcls at or above industry
norms.

Corporate Communications
~ Make an assertive effort to provide
informative communications on relevant
Company and energy issues.
~ Maintain positive communications with
all those in contact with the Company to
specifically include customers, reguLators,
mcmbcrs of govemmcntal bodies,
employees, community and industry
leaders, financial community and regional
utilities.
~ Keep senior management apprised and
educated on current topics of interest, and
always maintain an issues management
ability.
~ Communicate the Company's good
citizen achievements and future aspirations
to support the community.
~ Enliance thc community image of thc
Company by being receptive to the needs
of customers and the community.
~ Show and communicate actions by the
Company which show our concern for
the customer.

ADOPTED BY TIIE BOARD OF DIRECTORS FEBRUARY 23, r982
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Letter To
Shareholders

t ear Shareholder:
"A Plan for Action" was

chosen as the theme for the
1983 Annual Report because it
represents so well your
Company's operations during the
year. This letter is a summary of
accomplishments achieved under
the Plan, which is illustrated on
the inside front cover. Those who
wish to learn more of the details
will find them throughout the
report.

The efforts of the men and
women of our Company were
rewarded by improved financial
results in 1983. Net income per
share of Common Stock increased
18C to $2.48; 1983 net income
per share is approximately 8
percent higher than in 1982. The
year's earnings were an indication
of your Company's historical
strong earnings pattern.

"
- Quarterly dividends on

Company Common Stock were
increased by the Board of Direc-
tors from 33-1/2 to 35 cents per
share during 1983, bringing the
total indicated annual dividends
to $ 1.40 per share.

Because of the difficult times
being experienced by our nation
and because of the unsure world
situation, we believe that the elec-
tric utility industry must assume a
leadership role. El Paso Electric
is considered by many as a
role model.

We take our responsibilities to
our community very seriously.
We have an obligation to provide
the best, most reliable electric ser-
vice to our customers. Equally
important is our responsibility as

a major corporate citizen.
In recognition of this impor-

tant mission, El Paso Electric has
committed its human and finan-
cial resources to building genera-
tion, transmission and distribution
facilities which are necessary to
meet the needs of our customers.

Additionally, under the Plan,

we have held down and cut costs
at every opportunity. Later in this
report, a more detailed summary
is provided; however, at least $ 36
million was saved during 1983.
These savings were made in every
facet of the Company's opera-
tions. The bulk savings, $ 22
million, were provided by
judicious purchases of economy
energy. This source of energy may
not be available in the future;
however, we intend to make the
best use of these purchases for as
long as they are available.

The strategic goal to diversify
the Company's fuel mix remains
high on our list of priorities.
While the situation in the Middle
East continues to deteriorate with
the prospects of renewed oil and
gas shortages, we are continuing
our program to change from 80
percent gas and oil use to 80 per-
cent coal and nuclear fuel by
1987. Only with such com-
mitments as these willour nation
regain control over its energy
destiny.

At the Palo Verde Nuclear
Generating Station, we are within
sight of commercial operation.
While being highlighted as one of
the top three projects in the
nation, we have experienced
several delays due to technical
problems. There may be addi-
tional problems encountered as all
the components of Unit No. 1 are
put through extensive testing.
Even so, we are confident in the
quality of construction, the atten-
tion to safety and the ability of
the construction team to solve
any problem which may arise.
Palo Verde, which willprovide
pollution-free, reasonably-priced,
reliable energy is a very important
asset for four Western states.

We continue to work closely
with our customers. We have
made our services more accessible
by opening branch offices and
drive-up windows. Our Star

Services program provides
assistance to the disabled, the
elderly and those in a temporary
financial strain, without putting a
burden on the rest of our
customers. For those who need
additional assistance, Project
CARE fills the gap by providing
cash relief, neighbor-helping-
neighbor in time of need.
Employees, Shareholders and
customers all participated by con-
tributing more than $ 81,000 to
help 654 families during 1983.

Our commitment extends
beyond our customers'ndividual
needs as we maintain a leadership
role in the community's revitaliza-
tion effort through Renaissance
400 and Franklin Land %
Resources, Inc., the Company's
wholly owned Subsidiary.

Renaissance 400, chaired by
your President, is committed to a
better El Paso. This community
group acts as the catalyst to bring
about revitalization of our total
city, to promote jobs, new
business and industry, tourism
and industrial develop'ment for
the arm. A vigorous service area
means a strong Electric Company.

Franklin, on the other hand, is
meeting its role as an important
development and financial organi-
zation. It does so by accomplish-
ing those projects which others
are unable to undertake and pro-
vides an important "financial
bridge" to make things really
happen.

Throughout all the changes
and pressures, our employees
have shown great faith in the
Company and the community
through an unprecedented com-
mitment of personal time and
money. To show its appreciation
for these efforts, the United Way
of El Paso presented your
Company with the prestigious
1983 Community Involvement
Award. Additionally, during 1983,

-'ur

employees took the oppor-



tunity to acquire Common Stock
in the amount of more than $ 5.7
million,a strong vote ofconfidence.

During 1985, there were some
changes which took place within
our Board of Directors and our
top management team. These
changes include the election of
three new Board Members: H. M.
Daugherty, Jr., Chairman and
Chief Executive Officer of the
State National Bank; Tom C.
Simpson, Mesilla Valley farmer;
and Wilfred E. Binns, owner of
Binns Construction and Realty in
Las Cruces, New Mexico. The
election of the new Directors
filled the vacancies created by the
death of Robert E. Honey and the
retirement of George G. Matkin,
and increased the Company's
Board from nine to 10 members.
Additionally, two of our Vice
Presidents, Harry Zimmer, with
57 years, and James Jones, with
20 years of service, chose to
retire. They were dedicated
Officers and helped make El Paso
Electric what it is today.

Finally, it must be said that
the challenges we face are no
longer the simple issues we
confronted as El Paso Electric
Railway Company. Times are
difficult, the decisions are
complex, but with a firm
commitment to our Plan for
Action and a belief that our
course is true, we rededicate
ourselves to carrying out our
goals and objectives in the years
ahead. We thank you—our
Shareholder —for your support
and dedication during the year.

Evern R. Wall
President and Chairman of the Board

March 1, 1984



Commitment To
Our Shareholders

We are commItted to
protecting and enhancIng the
Shareholders'nvestment.

I Paso Electric continues to
fulfillits mission of protec-
ting and enhancing the

Shareholders'nvestment.
Revenues and Net Income

Total operating revenues for
1983 were $ 302,443,000 as com-
pared with $ 271,048,000 in 1982.
This represents an increase of
$31,395,000, almost 12 percent
above the comparable period in
the prior year.

Net income for 1983 was
$ 87,261,000 compared with
$ 70,888,000 in 1982. Based on
more than 31,765,000 weighted
average number of Common
Shares outstanding in 1983, net
income per share of Common
Stock increased 18 cents to $ 2.48.
This net income per share is ap-
proximately 8 percent higher than
in 1982, while weighted average
outstanding shares increased by
14 percent.
Shareholder Information

Increasing by about 7 percent
over 1982, the Company's Share-
holders of record numbered more
than 54,000 at the end of 1983.

The increase was achieved
through both a Dividend Rein-

1 93%

vestment Plan and a Customer
Stock Purchase Plan. Under the
Dividend Reinvestment Plan,
Shareholders of record may pur-
chase additional shares of Com-
mon Stock by reinvesting
dividends and making optional
cash payments of up to $ 3,000
per calendar quarter. At the end
of 1983, more than 22,000
Shareholders were participating in
the Plan. This was approximately
41 percent of the total Share-
holders of record.

In January 1982, the Com-
pany implemented the Customer
Stock Purchase Plan under which
customers of record may pur-
chase shares of Common Stock
directly, and may have dividends
on such shares reinvested in addi-
tional shares. At December 31,
1983, approximately 2,000 cus-
tomers were participating in the
Plan, and through that date, ap-
proximately 241,400 shares had
been sold for approximately
$ 3 million.
Dividends

The Company paid quarterly
cash dividends on its Common
Stock in 1983 as it has without in-

19'27%

terruption since distribution of
the Common Stock to the public
36 years ago. The annual divi-
dend paid in 1983 was $ 1.37 per
share. Beginning with the third
quarter 1983 payment, the Hoard
of Directors increased the quarter-
ly dividend to 35 cents per share.
The current indicated annual divi-
dend rate is now $ 1.40 per share.

Financings
Construction requirements

during the year were $200 million
and the Company's need for bor-
rowed funds continued.

In June 1983, the Company
sold $ 25 million of Preferred
Stock with a dividend rate of
$ 10.125 per share. Later in the
same month, $ 75 million in
floating-rate, five-year term notes
was issued and secured with
Second Mortgage Bonds.

More than $ 133 million of
pollution control financing was
completed during the last quarter.
Almost $ 100 million came from
tax exempt bonds issued by
pollution control authorities at a
low 6 percent interest rate subject
to annual adjustment. The re-
maining funds were obtained

$ 2.48

$ 2.23
$ 2.30

$ 2.05

14 20% $ 1.45

~ I

Return on Average Common Equity Earnings Pcr Sharc of Common Stock
(Based on Weighted Average Shares Outstanding)
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through pollution control bonds
issued at a cost well below the
prime lending rate, but subject to
a favorable Internal Revenue Ser-
vice ruling requested on the ex-
empt tax status of the bonds.

Most of the pollution control
money willbe used for facilities
at the Palo Verde Station, except
for $ 35,805,000 which will be
used in 1984 to redeem higher
cost bonds previously issued to
construct pollution control
facilities at the Four Corners
Power Station.

Cash Management
The Company's program to

place lock boxes in various loca-
tions around the country con-
tinues to be successful. These
boxes enable the Company's
customers with out-of-town head-
quarters to make their payments
to banks located in their cities.
Thus, the Company receives the
benefit of these funds much
earlier than ifpayments were
made by mail. The major cash
management program, of course,
involves the large volume of
payments processed each day by
the Company. Funds that are on
hand at the close of business each
day are invested overnight and on
weekends. This effort provides
interest income and earned the
Company approximately
$ 400,000 during 1983.

Cost Containment Program
As further evidence of the

Company's determination to con-
trol its costs, 1983 marked a con-
certed effort in implementing a
major cost containment program.
These efforts resulted in savings

of over $ 36 million and are high-
lighted below:
~ Capital Structure Modifications
In 1983 the Company continued
to meet a major long-term goal of
lowering the cost of capital
through various measures.
Wherever possible, El Paso
Electric refinanced long-term debt
at lower rates and utilized short-
term financing where it was most
efficient. Total estimated savings
through modifications of the
capital structure were about
$ 1.2 million.
~ Off-System Purchases
The Company's System
Controllers make hourly contacts
with a number of other utilities,
"shopping" for lower cost
electricity as compared with the
Company's generating costs. Dur-
ing 1983, economy purchases made
through this effort saved our
customers a total of $ 22 million.
~ Generation Cost Containment
With the completion of new
transmission lines, and the pro-
spects of nuclear fuel generation
on the horizon, the Company has
acquired a much better negotiat-
ing position with its fuel sup-
pliers. Recently, negotiations with
natural gas suppliers resulted in
substantial savings in the price of
fuel. In addition, the Company's
fuel oil inventory was reduced,
the heat rate for generation wm
improved and a power plant
water conservation program was
instituted, all resulting in an ap-
proximate $ 6.4 million savings.
~ Administrative and General
Cost Reductions
The Company operated in 1983
with a hiring freeze on additional
employees and implemented. an

early retirement "window." Also,
a "bonus" Employee Suggestion
Program was implemented. These
efforts saved the Company almost
$ 2.6 million.
~ Regulatory Affairs
The Company's efforts to nego-
tiate rate increases were beneficial
to both the Company and the
customers in New Mexico during
1983. The negotiated settlement,
in September 1983, of the Com-
pany's New Mexico rate case, re-
sulted in an estimated savings of
$ 700,000.

Rates
The Company's money-saving

program has been very important
in containing costs and reducing
the amount of additional revenues
requested through rate increases.
Even with this effort, the expense
of providing electricity continues
to escalate rapidly, and has
resulted in the necessity to file
periodically for higher rates.

During 1983, an $ 8.7 million
rate increase was approved by the
New Mexico Public Service Com-
mission for the New Mexico retail
service area.

The Texas Public UtilityCom-
mission approved a $ 35.5 million
rate increase for the Company's
Texas service area effective
January 1983.

In February 1984, the Com-
pany filed with the Federal Energy
Regulatory Commission for an in-
crease in its wholesale rates. Addi-
tionally, during 1984, the Com-
pany expects to file a rate case
with the Texas Commission and is
presently evaluating the prospects
of filing for a rate increase in its
New Mexico service area.
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Comltment To
Om Customers

Providing a qua1ity ofservice
to customers at least equa1 to
tbe highest standards in tbe
industry is a Corporate goal.

I Paso Electric provides
reliable service to more
than,158,000 customers in

Texas and more than 40,000 in
New Mexico.

El Paso is known as the
Buckle on the Sunbelt and is one
of the fastest growing cities in the
country. The other major city
served by the Company is
Las Cruces, New Mexico, a
dynamic and progressive city
known for its research into
alternative energies and a rich
history dating back to the
Conquistadores. Light
manufacturing makes up the
majority of the industrial activity
throughout the El Paso/
Las Cruces area.

El Paso Electric's service area
extends along the Rio Grande
Valley, 110 miles northwest of
El Paso to the Caballo Dam, New
Mexico and approximately 120
miles southeast to Van Horn,
Texas.

The economy of our South-
west area is diversified and
multifaceted.

The area served is home to
numerous commercial activities
such as copper smelting, cotton
farming, apparel manufacturing
and tourism. In recent years,
electronics manufacturing and
several high technology industries
have located in the area.

Capacity
The Company has a net

generating capacity of 990
megawatts, consisting of 333
megawatts at its Rio Grande
Power Station in New Mexico,
477 megawatts at its Newman
Power Station in Texas, 69
megawatts at its Copper Power
Station and an entitlement of 111
megawatts from its undivided 7
percent interest in two generating
units at the Four Corners Project
in northwestern New Mexico.

Construction
The Company also has a 15.8

percent undivided interest in each
of the three 1,270 megawatt
nuclear generating units under
construction at the Palo Verde
Nuclear Generating Station near
Phoenix, Arizona.

A major undertaking, which
willprovide the Company with
electric supply stability and
versatility, is the construction of a
345,000 volt transmission line
between AMRADSubstation
located on the White Sands
Missile Range and Artesia, New
Mexico. The project, which began
in April 1983, involves 125 miles
of transmission line linking
El Paso Electric to Southwestern
Public Service Company. The
next step of the project, which
will be completed in early 1984,
is to construct a line from the
AMRAD Substation to the El Paso
service area.

Sales
During 1983, the El Paso/Las

Cruces area continued to be one
of the fastest growing areas in the
country. The total number of
residential customers increased to
174,300, or almost 3 percent over
1982, while the small commercial
and industrial customers increased
by 570, or 3.3 percent over the
previous year. While the load
demand increased to 746
megawatts for only 0.3 percent
over 1982, the energy sales
increased over 3 percent. Reserve
margins experienced over the
peak day, September 2, 1983,
indicated 24 percent capacity left
available for emergency use.

Customer Service
In our efforts to provide

better, more convenient service
to our customers, we have
opened full-service branch offices
throughout the service area. Out-
lying offices have made bill
paying more convenient for our
customers and provided the

Company with increased control
in the collection of delinquent
accounts.

The number of customers
receiving assistance from the
Company's Star Services program
increased by 46 percent during
1983. The program specifically
aids persons on fixed incomes,
senior citizens and those in a
temporary financial bind with
their bills. Star Service specialists
are knowledgeable and skilled in
determining which of several
payment plans best suits the
individual's need.

The Company has
implemented an additional
program entitled Project CARE
which helps the elderly,
handicapped or individuals
experiencing financial crisis
in meeting their electric bills.
Contributions are provided by
employees, customers and Share-
holders, all having helped a total
of 654 families throughout the
service area. Distribution of
Project CARE funds was adminis-
tered without any administrative
costs through various existing
social service organizations.

The Consumer Advisory
Council (CAC) was formed at
El Paso Electric in 1981. Initially,
the group concentrated on
services available from the
Company to senior citizens. In
1982, it was decided to expand
the Council to investigate ways
the Company could assist all
customers. In 1983, the CAC
began a year-long orientation
program which took them to

Palo'erde

and the Four Corners
generating facilities. The Council
continues to offer valuable insight
and criticism to the Company
which has helped improve
customer programs, such as Star
Services and Project CARE. Plans
for 1984 include a review of the
Company's rate structure and its
communications programs with
the public.
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Comndtment To
Om. Employees

El Paso Electric fs dedicated
to Provfdfng an enriching
and satfs+fng place for fts
employees to tvork.

t the end of the year, the
Company operated with a
total of 1,078 employees,

a reduction of 31 from the 1982
end of year level. The.Company's
AffirmativeAction Plan was
reviewed and revised in 1983,
and an audit of the Company's
program was conducted by the
Office of Federal Contract and
Compliance. The review found
the Company to be in compliance
with federal guidelines regarding
equal opportunity.

The policy to not hire
additional employees during 1983
did not dampen employment
opportunities. The percentage of
minorities increased from 54
percent in 1982 to 55 percent in
1983, and the number of females
in the work force was up from 30
percent in 1982 to 31 percent
in 1983.

El Paso Electric employees are
provided a number of
opportunities to broaden their
work and career knowledge by
participation in various training
and educational programs. Classes
on a variety of subjects were
offered for employees at the

Company's facilities by El Paso
Community College, and other
employees took advantage of the
"work hours variance" policy to
attend local universities.

Training for employees
involved in the "crafts" is
administrated through a joint
Union-Company Training
Committee. On-the-job training is
extremely important and includes
the efforts of all the 324
employees who are members of
the Local Union No. 960 of the
International Brotherhood of
Electrical Workers /BED). A two-
year labor agreement between the
Company and IBEW was finalized
February 29, 1984, and became
effective March 1, 1984. IBEW
employees represent 30 percent
of the Company's workforce.

Employee Suggestion
Program

Employees enthusiastically
participated in the Company's
overall cost containment efforts
by taking part in a "bonus"
Employee Suggestion Program—
"Electric Ideas."

Employees examined proced-
ures and methods related to their
jobs as well as operations in other
areas of the Company and sub-
mitted suggestions for improve-
ments in specific areas. The
majority of ideas offered
measurable cost savings to the
Company. Ideas submitted were
reviewed by a committee who
evaluated their worth. Employees
whose ideas were implemented
received an award depending on
the range of savings realized by
the suggestion.
Early Retirement

A total of 29 employees over
55 years of age and vested
accepted the incentive to retire
early under a special two-month
"window."

In conjunction with the
"window," a special early
retirement seminar was offered to
the retiring employees and their
spouses to help prepare them for
a new life style.

El Paso Electric's retired
employees continue to help the
Company meet its objectives by
being an active and vital group in
the community.

10
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Community Services
The Company's employees are

dedicated to carrying out the
Company's goal to cooperate with
and serve the educational
institutions located in the service
area. In 1983, the Community
Services employees

contacted'ore

than 58,000 persons
through the various energy
education programs. Programs
were presented in the schools and
to community groups with the
Company's Speakers Bureau
reaching almost 3,000 members
of the community.
Mesilla Valley Division

The Company's Mesilla Valley
Division is headquartered in Las
Cruces, New Mexico, where
growth has continued at a steady
pace. Along with a residential
growth rate of 3.7 percent, three
new large customers were added
to the Division's service area.
They were the Air Force space
communication installation near
the NASA facility at Organ,
New Mexico, the medium security
prison west of Las Cruces, and
the Cruces del Norte Shopping
Center.

The addition of these
customers brings industrial
diversity to the service area and
increases the Company's ability to
supply more economical energy
over a wider rate base. Also, by
yearwnd, a new 10-year contract,
to supply the electrical power
needs of the military's White
Sands Missile Range in New
Mexico, was successfully negotiat-
ed. Similarly, a new 10-year
contract to provide electrical
service to Holloman Air Force
Base is expected to be finalized
early in 1984. At the end of the
year, the Mesilla Valley Division
changed management when
Lawrence M. Downum, Jr. was
elected by the Company's Board
of Directors as Vice President of
the Division, replacing James
Jones who retired. Downum has
been with the Company for 23
years and at the time of his
promotion was Assistant Vice
President in the Mesilla Valley
Division.
Customer Opinion Survey

During October 1983, El Paso
Electric sponsored an opinion
survey among residential

customers in the service area to
assess the job the Company is
doing in providing electricity. The
survey was designed to gather
information about

customers'ttitudes

and opinions. The results
willhelp guide the Company in
planning its communications and
public relations activities to meet
its customer's present needs as
well as those likely to emerge in
the future.

The survey of 816 customers
in El Paso and Las Cruces found
an improvement in customer
perceptions of the job El Paso
Electric employees are doing.
Though customers believe their
rates are high, they are generally
realistic and realize the cost is due
to many economic factors.

The Company believes the
improvement in customer
attitudes, from a survey
conducted in 1979, is due to the
hard work and dedication to
providing the best possible
service to the customers by all
employees. Each employee in the
course of dealing with both
customers and friends, reflects the
dedicated corporate image of
El Paso Electric.

175 311

180,922

186,388
190,428

197,800

~ I

Number of Cusiomcrs (All Classes)
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Palo Verde
Nuclear Generating
Station
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originally anticipated. In order to
complete the modifications to the
pumps and resolve certain
procedural matters related to the
Nuclear Regulatory Commission's
(NRC) September 1983 inspection
of the Palo Verde facilities, fuel
loading at Unit No. 1 has been
further delayed beyond its
scheduled fuel loading date of
May 1984. The length of the
delay and its ultimate effect on
the scheduled commercial operat-
ing of the Palo Verde Units, as
well as on total project costs,
cannot presently be determined.
A better assessment of the extent
of project delays is expected in
mid March 1984, and the
Company will thereafter address
possible impacts on estimated
project costs. Further delays and
increased costs may be
experienced during the testing,
preoperational and start-up phases
of the construction project.

While the NRC's reports on
Palo Verde to date have been
generally favorable, inspectors, in
September 1983, in connection
with a periodic inspection of the
facilities, identified several areas in
which correction or improvement
is required and, in two instances,
proposed minor fines. The prob-
lem areas identified are not
regarded as material deficiencies,
and appropriate action is being
taken to respond to the NRC's
concerns. Although material
future difficulties in connection
with NRC inspections and
licensing are not anticipated, there
can be no assurances that this will
be the case.

The above discussed problems
at Palo Verde are well on their
way to resolution, and the
Company is confident, based
upon the quality of canstruction
at Palo Verde, that satisfactory
solutions will be found for any

future problems should they
occur.
Community Leadership

As a viable corporate entity
operating within the community,
El Paso Electric and its more than
1,000 employees actively
participate in the life of the
community in a variety of ways.
Personal commitments to service
organizations outside the
Company are encouraged and
volunteer efforts sponsored by
the Company include Boys'lub,
Junior Achievement, Chamber of
Commerce, Explorers'ost, Girl
Scouts, Boy Scouts, LULAC and
many service organizations.

The responsibility for the
welfare of the community is felt
deeply by the employees, and it
was manifested this year when
El Paso Electric was recognized by
the United Way of El Paso with its
prestigious Community Involve-
ment Award. Great and small, in a
hundred different ways, Electric
Company employees are active
participants in the community in
which they live and work.

It is in this spirit of corporate
involvement that El Paso Electric's
wholly owned Subsidiary Franklin
Land % Resources, Inc., has
helped the Company remain a
leader in the community.

Franklin has used its principal
strengths, sound financial
management and planning, to
provide a substantial capital
investment in the Company's
service area.

The first major undertaking
was the acquisition and
refurbishing of the historic Mills
Building, now serving as the
Company's corporate head-
quarters. More recent acquisitions
included such historic landmarks
as the Cortez and Paso del Norte
Hotels. Both are in the midst of
refurbishing as part of a major

community-wide renovation
program. The Cortez, to become
an office building, is expected to
open in late 1984, and the Paso
del Norte Hotel is expected to
open in the summer of 1985.

When completed, these
projects willprovide new hotel
and office space, employment,
increased tax revenue for the city
and increased electric revenue for
the Company.

Because of Franklin's overall
efforts in financial management
involving tax shelters and
investment tax credits, more than
$ 3.8 million in revenue went to
the benefit of El Paso Electric
during 1983.

The trend toward self-help
through the use of private sector
initiatives and public-private
partnerships is one of the most
exciting movements that has
taken place in our community.
Last year our City experienced
significant changes through the
private sector initiative, El Paso
Renaissance 400.

Renaissance 400, headed by
the Company's President Evern R.
Wall, is the catalyst for the private
sector to achieve community-
wide objectives traditionally
associated with government.
Renaissance celebrated its first full
year of service while the City
witnessed strong progress and a
number of important accomplish-
ments. These included adoption
of the Clean Community Systems
for a Cleaner City, a study and
recommendations for a stronger
police department, downtown
transit and parking improvement
efforts and a plan for an Arts and
Culture Block.

Through the Company's
involvement in this effort, the
communities have begun impor-
tant revitalization undertakings.
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1985 Financial Information
Management's Discussion and Analysis of
Financial Condition and Results of Operations

ElPaso Electric Company and Subsidiary

Liquidity
Liquidity is a measure of a business'bility to

provide cash from capital resources for normal
operations and for expansion of its facilities necessary
to provide its product at a reasonable cost. Capital
resources include internal cash generation, short-term
and long-term obligations, preferred and common
stock and other financial arrangements. During a

major construction program a utility's ability to secure

capital resources from external financings, such as

selling common stock, preferred stock and long-term
obligations, may be the best measure of its liquidity.
The following schedule summarizes how the
Company met the challenge of generating sufficient
funds for the years 1983, 1982 and 1981:

1983 1982 1981

Net funds provided
from financing .... $ 187,311 $ 199,400 $ 139,797

Funds provided
from operations-
reinvested........ 42,598 26,834 35,010

Net other fundauaed . ~30684 ~43 530 ~4596
Expenditures for
utility plant and
other plant ...... 4191225 8182 704 St 70 211

The expenditures for utility plant and other plant
include the borrowed portion of the allowance for
funds used during construction (AFUDC) in the
amounts of approximately $ 32,400,000, $33,000,000
and $ 22,400,000 for 1983, 1982 and 1981, respectively.
AFUDC does not currently generate cash.

Based upon estimated costs prepared as of
February 7, 1984 (before the effects of the delays in
completion of Palo Verde, announced after February
7, 1984, could be determined) the Company estimated
construction expenditures from January 1, 1984

through 1987 of approximately $ 497,300,000, which
does not include AFUDC (net of related deferred tax)
in the amount of $ 192,700,000. Of this amount
approximately $ 312,900,000 which does not include
AFUDC (net of related deferred tax) in the amount of
$ 177,100,000, will be invested in construction of the
Palo Verde Station and related transmission lines and
switchyard facilities. Additionally, approximately
$ 184,400,000, which does not include AFUDC (net of
related deferred tax) in the amount of $ 15,600,000,
will be invested in other projects currently under

construction and planned for tuture years. The
Company's wholly-owned subsidiary, Franklin Land
8c Resources, Inc. (the "Subsidiary" ), has estimated
construction expenditures for 1984 and 1985 of
approximately $42,500,000. These estimates are
reviewed and adjusted from time to time as necessary
to reflect changed conditions.

Capital Resources
To provide funds for construction expenditures as

well as funding mandatory preferred stock
redemptions and long-term debt maturities, the
Company will require substantial amounts of external
financing during the period from 1984 through 1987.
Such external financings may include a combination
of first mortgage bonds, preferred stock, common
stock (through the Company's dividend reinvestment
and customer and employee stock purchase plans),
pollution control bonds and other secured and
unsecured debt. With respect to pollution control
financing, the Company, providing certain conditions
relating to the seeking of a favorable ruling from the
Internal Revenue Service are satisfied, intends to
borrow in 1984 the proceeds of an issue of pollution
control bonds. A portion of such proceeds is

expected to be applied to the refunding at maturity
(later in 1984) of $ 34,000,000 in aggregate principal
amount of pollution control bonds previously issued
in December 1983. Up to $ 22,000,000 in additional
poHution control funds are expected to be borrowed
in early March 1984 on a short-term basis with the
intention of obtaining tax-exempt refunding in 1984 if
the ruling referred to above is forthcoming and certain
other matters relating to proposed tax legislation are
appropriately resolved. The Company also expects to
make during 1984 private issuances of up to
$ 175,000,000 in other long-term debt, including up to
$ 50,000,000 in first mortgage bonds, and up to
$ 50,000,000 in preferred stock. No underwritten
public offering of common stock is expected in 1984.
The timing and amount of external financing depends
upon market conditions, rate increases and other
factors, and the Company's 1984 financing plans are
subject to adjustment to respond to such factors. The
Company also uses short-term borrowings as a part of
normal daily operations and to meet interim cash
needs for construction projects, pending periodic

"

reductions or repayment through long-term financing.
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1985 I'inancial Information
Management's Discussion and Analysis of Financial
Condition and Results of Operations (Continued)

ElPaso Electric Company and Subsidiary

At December 31, 1983, the Company and the
Subsidiary had a total of approximately $ 157,100,000
of available lines of credit, of which approximately
$ 25,200,000 had been used. The Subsidiary in August
1983 entered into construction loan agreements which
provide in the aggregate for principal advances up to
approximately $ 41,500,000 for the renovation of one
hotel building and restoration and conversion to an
office building of another hotel building owned by
the Subsidiary in El Paso, Texas. On December 31,

1983, the aggregate amount advanced on the loans
was approximately $ 9,100,000. It is currently
estimated that the aggregate costs of these two
projects willbe approximately $ 52,000,000 and that
the office building conversion willbe completed in
September 1984 and that the hotel renovation project
willbe completed in July 1985.

Further, at December 31, 1983, approximately
$ 30,500,000 on deposit with a trustee was available to the

Company for the construction ofpollution control facilities.
At December 31, 1983, an additional $ 223,100,000

in first mortgage bonds and $ 174,300,000 in preferred
stock could have been issued under the most restric-

tive provisions of the Company's First Mortgage
Indenture and its Restated Articles of Incorporation.
Results of Operations

The primary reasons for increases (decreases) in
results of operations for the year ended December 31,

1983 over the year ended December 31, 1982, and
the year ended December 31, 1982 over the year
ended December 31, 1981 are as follows (in thousands):

Operating Revenues 1983 1982
over 1982 over 1981

Base:

Rates and/or change in sales mix:
Texas . $ 32,143 $ 2,238
New Mexico . 5,470 2,258
FERC ..... (544) 1,487

Volume 4 575 ~239
Fuel: 41,644 5,744

Recovery of fuel and purchased and
interchanged powercoatandother . ~10.~24 i ~>4 3

Total ~$ 1 3 5 $~2008

Base revenues increased due to an increase in base

rates'for Texas (effective January 1983) and New Mexico
(effective with September 1982 customer bills). FERC base

revenue decreased due to expiration of firm capacity
contract in December 1982 and change in sales mix.

For 1983 over 1982, fuel revenues decreased as a

result of a decrease in volume of fuel used, partially
offset by increased purchases of electricity from other
utilities. For 1982 over 1981, fuel revenues increased
due to increased fuel costs and purchases of electricity
from other utilities partially offset by a decrease in the
volume of fuel used.
Fuel and Purchased and
Interchanged Power Expense

Fuel:
Volume and average cost of fuel .. $ (17,468) $ (8,850)
Other . ~ ~249

~18 415 ~8850

Purchased and interchanged power:
Volume 14,139 18,807
Cost . ~6842 6 024

~72 7 ~248 1

Total . $~11 118 $~15 81

21

Fuel expense decreased and purchased and
interchanged power expense increased as a result of
increased purchases of lower cost electricity from
other utilities.

The Company's primary fuel source for generation
of electricity has been natural gas (71% in 1983, 80%
in 1982 and 86% in 1981). Natural gas will likely con-
tinue to be the Company's primary fuel source until
the Palo Verde Station starts commercial operation.

Other Operations Expense 1985 1982
over 1982 over 1981

Employee pensions and benefits .. $ 5,853 $ 802

Other ~202 ~796
Total $ 8 755 $ 4 598

Employee pensions and benefits increased in 1983

compared to 1982 because of an increase in costs of
employee benefits and implementation of an early
retirement plan. In 1982 funding of the pension plan
was increased over 1981.

For 1983 over 1982, other operations expense
increased as a result of increased payroll and
regulatory commission expense. For 1982 compared
to 1981, other operations expense increased due to
increased payroll, rent and customer records and
collections expense.



1985 Financial Information
Management's Discussion and Analysis of Financial
Condition and Results of Operations (Continued)

ElPaso Electric Company and SubsidIary

Results of Operations (Continued)
Federal Income Tax Expenses —Operating

1983
over 1982

1982
over 1981

$ (235)
6,405

$ 7,795
(7,097)

Federal income taxes current.....
Federal income taxes deferred....
Charge equivalent to investment

tax credit, net
of amortization . ~137 ~11 439

$ 14 077 $~5269Total

Federal income taxes current and charge
equivalent to investment tax credit increased in 1983
compared to 1982 and decreased in 1982 compared
to 1981 as a result of changes in taxable income.

The reasons for the decreased provision for de-
ferred Federal income taxes in 1983 compared to
1982 are increased deferred revenues and costs of
employee benefits and early retirement plan. The pro-
vision for deferred taxes related to the borrowed por-
tion of AFUDC increased in 1982 compared to 1981.

Cumulative expenditures .....
Change due to CWIP included

in rate base .

Total

$ 25,356 $ 23,511

~1~963
$ 5 393 $ 23 511

Allowance for Funds Used During Construction

1983 1982
over 1982 over 1981

Interest and Net Investment Income
1983 1982

over 1982 over 1981

Interest income
Net investment income

Total

$ (2,509) $ 1,286
2 167 501

~$ 342 $ 1 787

For 1983 over 1982, interest income decreased as

a result of compliance with a Federal Energy
Regulatory Commission accounting release which
required interest income earned on proceeds of
pollution control bonds held in trust after May 1,

1983 to be accounted for as a reduction of
construction work in progress. Interest income earned
from such trust funds was included in income during
the period from June 1981 through April 30, 1983.

Net investment income increased due to increased
income from dividends, net of expenses, for 1983
over 1982 and increased income from dividends and
tax leases, net of expenses, for 1982 over 1981.

1983 1982
over 1982 over 1981

Interest on Kong-Term ObHgsttons $ 12 506 $ 9 365

Issuance of additional first mortgage bonds and
long-term floating rate notes resulted in an increase in
interest expense on long-term obligations.

During 1983 and 1982 AFUDC increased due to
continued increases in cumulative construction
expenditures principally associated with the Palo
Verde Station. The increase in 1983 was less than
1982 as a result of an increase in CWIP included in
rate base for the Company's Texas jurisdictional rates
from approximately $ 113 million in 1982 to
approximately $ 270 million effective January 1983.

AFUDC, net of deferred Federal income taxes on
the borrowed portion of AFUDC, amounted to 75%,
84% and 70% of net income applicable to common
stock and net income per share during the years
ended December 31, 1983, 1982 and 1981,
respectively. See Note A of Notes to Consolidated
Financial Statements for further details and a
discussion of the non~h nature of AFUDC.

1983 1982
over 1982 over 1981

Other Interest Expense.......... ~$ 7 117 $ 1 744

Other interest expense decreased due to decreases
in the average short-term debt rate (from 14.1% to
9.3%) and average short-term debt outstanding for
1983 over 1982. Other interest expense increased in
1982 compared to 1981 due to an increase in average
short-term debt outstanding offset by a decrease in the
average short-term debt rate (from 16.9% to 14.1%).

Supplemental Information Concerning the
Effects of InQation

Information required with respect to the effects
of inflation is included on pages 41 through 43 of
this report.



1985 Itinancial Information
Market for the Registrant's Common Equity
and Related Stockholder Matters

ElPaso Electric, Company and SabsidIary

Bld otatlon

IIII Low

~182
First Quarter . 11-1/8

Second Quarter (through May 31) 11-5/8
10
10-1/2

The above quotations are interdealer prices, do
not include retail mark-up, mark-down, or
commission and may not necessarily represent
actual transactions.

Effective June 1, 1982, the Company's common
stock was included in the NASDAQ National Market
System. The high and low sale prices for the
Company's common stock as reported by the
NASDAQ National Market System and published by
The Wall Street Journal, for the periods during 1982

and 1983 indicated below, were as follows:

Sale Price

~lll
Low'982

Second Quarter (beginning June 1)

Third Quarter................
Fourth Quarter..............

11

12-1/8
12-5/8

10-1/2
10-3/8
1 1-1/8

1983
First Quarter....
Second Quarter .

Third Quarter...
Fourth Quarter ..

14-1/8
15-3/8
14-3/8
15-3/4

12
12-3/4
13-1/4
13-1/8

The Company's common stock is traded in the
over-the-counter market. The bid quotations, as

reported by the National Association of Securities
Dealers Automated Quotations System ("NASDAQ")
and published by The Wall Street Journal, for the
periods during 1982 indicated below, were as follows:

The quarterly dividends per share paid by the
Company on its common stock during the years 1982
and 1983 were as follows:

1982
First Quarter
Second Quarter
Third Quarter .

Fourth Quarter ..
1983
First Quarter
Second Quarter .

Third Quarter .

Fourth Quarter .

Dividends

$ 0.32
0.32
0.335
0.335

0.335
0.335
0.35
0.35

At February 29, 1984, there were approximately
54,060 holders of record of the Company's
common stock.

The Company's Restated Articles of Incorporation
and the First Mortgage Indenture and certain of the
supplemental indentures relating to the various series
of First Mortgage Bonds contain restrictions as to the
payment of dividends on the common stock of the
Company and as to the purchase or retirement of
capital stock of the Company. At December 31, 1983,
the amount available for dividends on the common
stock under the most restrictive of those provisions
was approximately $99,500,000.

The Company has paid quarterly dividends on its
common stock without interruption since distribution
of the common stock to the public in 1947 (36 years).

At its meeting in January 1984, the Board of
Directors declared a cash dividend of $ 0.35 per share,
payable March 15, 1984, to common shareholders of
record at the close of business on February 27, 1984.
The current indicated annual dividend rate is $ 1.40

per share. The Company intends to continue to pay
quarterly dividends on its common stock, but future
dividends willdepend upon earnings, cash flow, the
financial condition of the Company and other factors.
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1985 Financial Information
Consolidated Balance Sheets

ElPaso Electric Company and Subsidiary

ASSETS
Deee222bee 31,

1983 1982

(In thousands)

Utilityplant:
Electric plant in service .

Less accumulated depreciation and amortization

Nct plant in service
Construction work in progress
Held for future use

$ 367,847
114 887

252,960
969,541

7 927

$ 354,036
102 985

251,051
747,551

7 927

Net utility plant .

Nonutilityproperty, at cost nct of accumulated depreciation of
$ 569,000 and $ 428,000, respectively

Investments

1 230 428 1 006 529

13 360 9214

43 996 45 219

Current assets:
Cash and temporary investments
Accounts receivable, principally trade (less allowance for doubtful

accounts of $ 548,000 and $450,000, respectively) ..
Federal income taxes refundable
Inventories:

Materials and supplies
Fuel

P repayments
Other

42,903

31,737
2,698

4,997
9,159
3,610
3 327

9,482

25,051
2,694

5,152
12,161
3,082
1 525

Total current assets

Deferred charges and other assets .

~8431 59 147

7 068 12 517

Total assets .Ss13S3283 $ 1 132 626

Sce accompanying notes to consolidated financial statements.
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1985 I'inancial Information
Consolidated Balance Sheets

ElPaso Electric Company and Subsidiary

CAPITALIZATIONAND LIABILITIES
December 31,

1983 1982

(In thousands)
Capitalization:

Common stock, no par value, 40,000,000 shares authorized.
Issued and outstanding 32,499,417 and 31,282,382 shares, respectively ..

Retained earnings

Common stock equity ..
Prcfcrred stock, cumulative, no par value, 2,000,000 sltares authorized:

Redemption required, issued and outstanding 884,000 and
638,000 shares, respectively .

Redemption not rcquircd, issued and outstanding 190,000 shares .

Long-term obligations

Total capitalization

Current liabilities:
Current portion of long-term obligations
Pollution control bonds .

Notes payable banks .

Notes payablc other
Commercial paper .

Fuel purchase commitment .

Accounts payable, principally trade .

Taxes accrued
Interest accrued .

Other

S 296,650
141 244

437,894

88,400
18,873

503 163

1 048 330

31,724
32,011

8,509
25,195
47,350

9,075
10,114
13,039
10,374
11 234

$ 279,276
106 141

385,41?

63,800
18,873

400 149

868 239

7,712

s,236
20,257
66,140
12,082
12,444
8,558

11,008
4 724

Total current liabilities 198 625 151 161

Deferred credits and other liabiiitiesi
Accumulated deferred Federal income taxes
Accumulated deferred investmcnt tax credit
Other .

s4,26s
57,985
4 075

65,s4s
43,545

3 833

Total deferred credits and other liabilities

Commitments and contingencies
Total capitalization and liabilities ..

146 328 113 226

$ 1 393 283 11 132 626

See accompanying notes to consolidated financial statements.



1985 Financial Information
Consolidated Statements of Income

ElPaso Electric ComPany and Subsidiary

For the years ended December 31, 1983, 1982 and 1981

Operating revenues .

1982

(In thousands)

8302 443 8 271 048

1981

8 250 965

Operating expenses:
Operations

Fuel
Purchased and interchanged power
Other

Maintenance
Depreciation and amortization
Taxes:

Federal income, current
Federal income, deferred
Charge equivalent to investment tax credit,

net ofamortization
Other

Operating income

Other income (deductions):
Allowance for equity funds used during construction
Interest and net investment income
Other, net of expenses
Federal income taxes applicable to other income

Income before interest charges

Interest charges (credits):
Interest on long-term obligations
Other interest ..
Other interest capitalized .

Allowance for borrowed funds used during construction

Net income .

Preferred stock dividend requirements .

Net income appHcable to common stock .

80,883
34,679
42,466
11,736
11,740

11,251
12,313

99,298
27,382
33,711
10,323
10,906

3,456
19,410

i08,148
2,551

29,113
10,087
10,508

3,691
13,005

14,445 1,066 12,505
16 724 14 880 11 072

236 237 220 432 200 680

66 206 50 616 50 285

41,660 35,748 22,813
4,028 4,370 2,583

(267) 132 (176)
593 ~641 ~1065

46 014 39609 24 155

112 220 90 225 74 440

49,272 36,766 27,401
87845 I 5 962 14)2 18

(723) (437) (I 498)
~32 435 ~32 954 ~22 378

24 959 19 337 17 743

875261 70,888 56,697
8 501 7 075 7 118

8 78 760 8 63813 8 49579

Net income per share of common stock, (based on weighted average

number of shares outstanding during the period) ..

Dividends declared per share ofcommon stock

Weighted average number ofcommon shares outstanding ..

$ 2.48

$ 1.37

31 765 021

$2.30

$ 1.31

27 762 457

$2.23

$ 1.25

22 250 664

See accompanying notes to consolidated financial statements.



1985 I'inancial Information
Consolidated Statements of Retained Earnings

ElPaso Electric Company and Subsidfary

For the years ended December 31, 1983, 1982 and 1981

Retained earnings at beginning ofyear
Add:

Net income .

1983 1982

(In thousands)

$ 106,141 $ 79,602 $ 59,383

87 261 70 888 56 697

193 402 150 490 116 080

Deduct:
Cash dividends:

Preferred stock .

Common stock .

Capital stock expense

Retained earnings at end ofyear

8,501
43,516

141

52 158

$ 141 244

7,075
36,890

384

44 349

$ 106 141

7,118
28,448

912

36 478

$ 79 602

Sce accompanying notes to consolidated financial statements.
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Consolidated Statements of Sources of Funds
Invested in UtilityPlant and Other Plant

ElPaso Electric Company and Subsidiary

For the years ended December 31, 1983, 1982 and 1981

Funds provided from operations:
Net income
Principal items not requiring current funds:

Depreciation and amortintion
Deferred Federal income taxes, nct .

Invcstmcnt tax credit, nct .

Allowance for equity funds used during construction .

Other

Funds provided from operations .

Less dividends .

1983

$ 877261

11,740
22,143
14,44o

(417660)
691

94,615
52 017

l982

(In thousands)

$ 70,888

10,906
23,12 I

1,062
(35,748)

570

70,799
43 965

l98 I

s 56,697

10,508
12,979
12,492

(22,813)
713

70,576
35 566

Funds provided from operations —rcinvested

Funds provided from finandng:
Sales of securities:

Common stock
Preferred stock
First mortgage bonds .

Secured'romissory notes .

Pollution control obligations, net ofamounts
on deposit with trustee

Unsecured promissory notes .

Other long-term obligations
Transfer of long-term obligations to

short-term obligations
Redemption of long-term obligations
Redemption ofpreferred stock............
Net increase (decrease) in short-term

obligations'et

funds provided from financing

Other funds provided (used)i
Subsidiary invesunents
Net (increase) decrease in working capital other'than

short-term obligations, principally cash and temporary investments ..
Earnest money deposits (refund) .

Sale ofnuclear fuel and other property .

Net change in deferred accounts .

Other, net

Net other funds used .

Expenditures for utiHtyplant and other plant
Allowance for equity funds used during construction

Funds invested in utHityplant and other plant

42 598 26 834 35 010

17,374
25,000

84,094

69,128

60,000
75,000

47,845

40,000

57,515

1,241

8,108
13,685

1,259

4 943
2,434
17967

(31,724)
(8,233)

(400)
42 444

(7,712)
(304)
(400)

~19 364

(1,736)

(400)
44 744

~187 11 ~19 400 1977

(4 376) (40,567) (8,480)

(34,264)

5,608~248

7,o34
(3,500)

(6,453)~44

(2,494)
3,500
5,66o

(3,216)~44
199,225
41 660

182,704
~5748

170,211
~22 81

$ 240 885 1218 452 ~191 024

~0684 ~43~0 1~45 6Q

'Short-term obligations are represented by the current portion of long-term obligations, pollution control bonds,
notes payable banks, notes payable other and commercial paper.

See accompanying notes to consolidated financial statements.
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A. Summary of Significant Accounting Policies

General
The Company maintains its accounts in

accordance with the Uniform System of Accounts
prescribed for electric utilities by the Federal Energy
Regulatory Commission (FERC).

Re classification
Certain'mmaterial amounts in the consolidated

financial statements for 1982 and 1981 have been
reclassified to be consistent withclassifications in 1983.

Principles of Consolidation
The consolidated financial statements include

El Paso Electric Company and its wholly-owned
subsidiary, Franklin Land K Resources, Inc. (the
"Subsidiary" ). All intercompany balances and
significant intercompany transactions have been
eliminated in consolidation.

UtilityPlant
Utilityplant is stated at original cost. The

Company provides for depreciation on a straight-line
basis at annual rates which willamortize the
undeprecia(ed cost of depreciable property over
estimated remaining service lives.

The Company charges the cost of repairs and
minor replacements to the appropriate operating
expense and capitalizes the cost of renewals and
betterments. The cost of depreciable utilityplant
retired or sold and the cost of removal, less salvage,

are charged to accumulated depreciation.

Allowance for Funds Used During Construction
(AFUDC)

The applicable regulatory uniform system of
accounts provides for the capitalizing of AFUDC
which is defined as an amount which includes the net
cost during a period of construction of borrowed
funds used for construction purposes plus a

reasonable rate on other funds when so used. While
AFUDC results in an increase in utilityplant under
construction for rate making purposes with a

corresponding credit to income, it is not current cash

income. AFUDC, net of certain tax effects, is

recovered over the service life of utilityplant in the
form of increased revenues as a result of higher

depreciation expense.

The amount of AFUDC is determined by applying
an accrual rate to the balance of certain utilityplant
construction. In this connection, the FERC has

promulgated procedures for the computation (a
prescribed formula) of the accrual rate. The Company
also compounds AFUDC on major construction
projects semiannually.

Investments
Marketable securities included in investments are

stated at cost which approximates market. Other
investments are stated at cost.

Inventories
Inventories are valued at the lower of average cost

or market.

Operating Revenues
Operating revenues are recognized based on cycle

billings rendered to customers monthly. The Com-

pany does not accrue operating revenues with respect
to energy consumed but not billed at the end of a

fiscal period.

Unamortized Debt Expense and Premium or
Discount on Debt

Unamortized amounts apply to outstanding
issues and are being amortized ratably over the lives
of such issues.

Federal Income Taxes and Investment
Tax Credits

Accelerated methods of computing depreciation of
utilityplant are used for Federal income tax reporting
purposes which differ from the methods used for
financial reporting purposes. Differences in the tax
and financial methods of accounting for fuel revenues,
other capitalized costs and tax leases also exist. In
accordance with regulatory authority requirements,
provision has been made in the financial statements
for Federal income taxes deferred to future years as a

result of these items. In addition, deferred Federal

income taxes are provided on the borrowed portion
of AFUDC.

Investment tax credit utilized is deferred and
amortized to income over the estimated useful lives of
the related properties after such properties are placed
in service.
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Hectric
Plant in
Service

Construction
Accumuiated Work in
Dep~ P

(In thousands)

Palo Verde Project...
Four Corners Project .

Eastern Interconnec-
tion Project.......

December 31 1982

$

32,067
$ — $914,067

(5,700) 15,384

35,367

Palo Verde Project...
Four Corners Project .

Eastern Interconnec-
tion Project.......

31,889 (4,594)
734,344

6,538

2,204

The Company's direct expenses associated with
the in-service portion of the Four Corners Project are
included in the applicable operating expense
categories of the Consolidated Statements of Income.

C. Depreciation and Amortization of
UtilityPlant
Total utility plant depreciation was $ 11,506,000 in

1983, $ 10,591,000 in 1982 and $ 10,201,000 in 1981, of
which $ 354,000, $ 273,000 and $ 281,000, respectively,
was applicable to transportation equipment and has

been charged to other accounts. Additionally,

B. Jointly Owned UtilityPlant

The Company has a 7% undivided interest in
Units 4 and 5 of the Four Corners Project (coal-fired
generating station) located in northwestern New
Mexico and a 15.8% undivided interest in Units 1, 2

and 3 of the Palo Verde Station which is under
construction near Phoenix, Arizona. The Company
also has an interest in transmission facilities under
construction which are related to the Station.

The Company is a two-thirds owner of an
interconnection project, known as the "Eastern
Interconnection Project", consisting of a 125-mile 345
KV transmission line and a direct current terminal.

Participants in the joint projects are responsible for
obtaining their respective financing. The extent of the
Company's interests in these facilities (Palo Verde,
Four Corners, and Eastern Interconnection projects),
excluding nuclear fuel, is as follows:

amortization of electric plant under capital lease

amounted to $ 588,000 for each of the three years.
The average annual depreciation rate used for

utility plant by the Company during 1983, 1982 and
1981 was 3.28%.

. D. Common Stock

Employee Stock Purchase Plan
Under a shareholder-approved employee stock

purchase plan, employees are granted twice each year
options to purchase through payroll deductions
common stock of the Company. The option price for
each purchase period is the greatest of 90% of the last
sale price of such common stock as reported on the
NASDAQ National Market System on the date of grant
of the option, 85% of the average of the high and
low sale prices as so reported on the date of grant of
the option or the par value of such common stock.
Each eligible employee who continues to be a

participant in the plan on the last day of the purchase
period is deemed to have exercised his option on
such date provided the option price at that time is not
greater than the average of the high and low sale

prices of the common stock on such date, and is
deemed to have purchased from the Company such
numbers of shares of common stock as his
accumulated payroll deductions on such date willpay
for at such option price. If the option price on the
date of purchase exceeds the average of the high and
low sale prices of the common stock on such date,
then all options granted under the plan lapse and, in
lieu of issuing common stock at the option price, the
Company purchases in the over-the-counter market
for the account of each participant such number of
shares of common stock as the participant's
accumulated payroll deductions willpay for, the
Company paying any brokerage commissions on such
purchases. During 1983, 1982 and 1981, 14,178,
16,020 and 14,305 shares of common stock,
respectively, were purchased under the plan at an
aggregate amount of $ 165,000, $ 152,000 and
$ 124,000, respectively. The cumulative aggregate
corresponding fair market values as of the option
dates were $ 183,000, $ 169,000 and $ 138,000,
respectively. At December 31, 1983, 9,987 shares wire
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reserved for future purchases under the plan, and in
February 1984 the Board reserved an additional
200,000 shares for issuance under the plan. Proceeds
from issuances are credited to common stock, and no
charges are reflected in income with respect to the
plan. Common equivalent shares related to the plan
are not significant.

Dividend Reinvestment and Stock Purchase Plan
The Company has a dividend reinvestment and

stock purchase plan which provides holders of record
of its common stock the option to invest cash
dividends and/or optional cash payments (up to
$ 3,000 per calendar quarter) in additional shares of
Company common stock. During 1983, 1982 and
1981, shareholders purchased from the Company
861,173, 793,302 and 405,360 shares, respectively, for
$ 12,206,000, $9,135,000 and $ 4,210,000, respectively.
The purchase price is the last sale price of the stock
on the purchase date as reported by the NASDAQ
National Market System. At December 31, 1983,
230,224 shares were reserved for future purchases
under the plan.

Employee Stock Otvnership Plan and Trust

The Company has an employee stock ownership
plan, under which, in accordance with Federal
income tax provisions effective through the
Company's tax year ended December 31, 1982, for
each tax year common stock with a fair market value
(as defined) equal to the sum of a specified amount of
the Company's investment tax credit (based on
investment in property) and employee cash

participation was contributed to the plan. Under the
provisions of the Economic Recovery Tax Act of
1981, the investment tax credit based on investment
in property terminated with respect to qualifying
investments made after December 31, 1982. Beginning
January 1, 1983, the investment tax credit is based
solely upon payroll costs, and the Company's plan
was amended effective January 1, 1983 to eliminate
the employee cash participation in the plan. In
October 1983, 1982 and 1981, the Company and
participating employees contributed to the plan, with
respect to the 1982, 1981 and 1980 tax years,
respectively, 249,760, 213,550 and 205,334 shares of

Balance, December 31, 1980 ..
Sales of Common Stock:

1981

1982
1983

Balance, December 31, 1983 ..

(in thousands)

20,485,067 $ 162,303

4,624,999
6,172,316
1 217 035

47,845
69,128

~17 74

~2499 417 2296 650

stock, respectively, with a market value of $3,664,000,
$ 2,578,000 and $ 2,191,000, respectively. At December
31, 1983, 251,024 shares were reserved for future
contributions by the Company to the plan.
Customer Stock Purchase Plan

The Company has a customer stock purchase plan
under which shares. of Company common stock are
purchased from the Company by its Texas and New
Mexico customers who enroll in the plan. The
purchase price per share is the last sale price of the
stock on the investment date as reported by the
NASDAQ National Market System. Customers may
purchase shares by making cash payments in amounts
of not less than $25 per payment nor more than
$ 3,000 total investment per calendar quarter.
Dividends paid on all shares purchased by a

participant willbe automatically reinvested in
additional shares, except for those participants who
request in writing the stock certificates and cash
dividends. During 1983 and 1982, 91,924 and 149,444
shares of common stock, respectively, were purchased
by customers of the Company in the amounts of
$ 1,339,000 and $ 1,638,000, respectively. At December
31, 1983, 258,632 shares were reserved for future
purchases under the plan.
Individual Retirement Plan and Custodial Account

In October, 1982, the Board of Directors of the
Company adopted the Individual Retirement Plan and
Custodial Account and reserved 500,000 shares of
common stock for issuance and sale to the plan from
time to time in accordance with its terms and
provisions. The Company is currently awaiting
approval from certain governmental agencies before
implementing the plan.
Changes in Common Stock

Changes in common stock are as follows:
Common Stock

Shares hmount
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1983

Amount

1982

Amount

E. Preferred Stock

Preferred Stock—Redemption Required

Following is a summary of outstanding preferred stock—redemption required:
December 31 Optional

Redemption Price
Per Share at

D 3 31 1333

$ 10.75 Dividend ..
S 8.44 Dividend ..
$ 8.95 Dividend ..
$ 9.00 Dividend ..
$ 8.80 Dividend ..
$ 9.50 Dividend ..
$ 10.125 Dividend ..

84,000
150,000
150,000
100,000

50,000
100,000
250 000
884 000

(In thousands)

$ 8 400
15,000
15,000
10,000

5,000
10,000
25 000

888 400

88,000
150,000
150,000
100,000
50,000

100,000

~68 000

(In thousands)

$ 8,800
15,000
15,000
10,000
5,000

10,000

~$ 6 800

$ 108.000
106.330
108.950

110.125

The $ 10.75 preferred shares are entitled to the
benefits of an annual sinking fund whereby on
January 1 of each year the Company will redeem
4,000 shares at the sinking fund redemption price of
$ 100 per share plus accrued dividends. The $ 10.75

preferred shares are redeemable at the option of the
Company; however, no optional redemption of the
shares may be made prior to January 1, 1985, as a part
of or in anticipation of, any refunding involving the
issue of indebtedness or preferred stock having an
effective interest or dividend cost of less than 10.75%
per annum.

The $ 8.44 preferred shares are entitled to the
benefits of an annual sinking fund whereby on
October 1 of each year, beginning in 1984, the
Company will redeem 4% (and may, at its option,
redeem an additional 4%) of the aggregate maximum
number of shares outstanding at the sinking fund
redemption price of $ 100 per share plus accrued
dividends. The $ 8.44 preferred shares 'are redeemable
at the option of the Company; however, except as set
forth above, no optional redemption of the shares

may be made prior to October 1, 1988, as a part of or
in anticipation of, any refunding involving the
issue of indebtedness or preferred stock having an
effective interest or dividend cost of less than 8.44%
per annum.

The $ 8.95 preferred shares are entitled to the
benefits of an annual sinking fund whereby on
October 1 of each year, beginning in 1985, the
Company will redeem 5% (and may, at its option,
redeem an additional 5%) of the aggregate maximum
number of shares outstanding at the sinking fund
redemption price of $ 100 per share plus accrued
dividends. The $ 8.95 preferred shares are redeemable
at the option of the Company; however, no optional
redemption of the shares may be made prior to
October 1, 1984, as a part of or in anticipation of, any
refunding involving the issue of indebtedness or
preferred stock having an effective interest or
dividend cost of less than 8.95% per annum.

The $ 9.50 preferred shares are entitled to the
benefits of an annual sinking fund whereby on July 1

of each year, beginning in 1986, the Company will
offer to purchase on the next succeeding October 1,

out of funds legally available for the purchase or
redemption of $ 9.50 preferred shares, not less than
20,000 shares (or the number of such shares then
outstanding if less than 20,000) at a purchase price of
$ 100 per share plus accrued dividends. The Company
is required to redeem on October 1, 1990 all shares
then outstanding at a redemption price equal to $ 100

per share plus an amount equal to accrued and unpaid
dividends to and including the date of redemption.
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The $ 9.50 preferred shares are redeemable at the
option of the Company; however, no optional
redemption of the shares may be made prior to
October 1, 1987.

The $ 10.125 preferred shares are entitled to the
benefits of an annual sinking fund whereby on July 1

of each year, beginning in 1989,, the Company will
redeem 20% (and may, at its option, redeem an
additional 20%) of the aggregate maximum number of
shares outstanding at the sinking fund redemption
price of $ 100 per share plus accrued dividends. The
$ 10.125 preferred shares are redeemable at the option
of the Company; however, no optional redemption of
the shares may be made prior to July 1, 1988, as a
part of or in anticipation of, any refunding involving
the issue of indebtedness or preferred stock having an
effective interest cost (calculated after giving effect, on
a pro forma basis, to the Federal income tax benefits
to the Company, calculated on a basis of a Federal
income tax rate equal to 80 percent of the highest
marginal rate of tax paid by the Company as reflected
in the Federal income tax return for the latest taxable
year filed by the Company) or effective dividend cost
of less than 10.125% per annum.

Sinking fund requirements for each of the above
series are cumulative and, in the event they are, not
satisfied at any redemption date, the Company is
restricted from paying any dividends on its common
stock (other than dividends in common stock or other
class of stock ranking junior to the preferred stock as
to dividends or assets).

The $ 9.00 preferred shares have no provision for
a sinking fund, are not redeemable at the option of
the Company, and must be redeemed in full on
October 1, 1986 at $ 100 per share plus accrued
dividends. In the event the Company fails to provide
sufficient funds for redemption, the Company is
restricted from paying any dividends on its common
stock (other than dividends in common stock or other
class of stock ranking junior to the preferred stock as
to dividends and assets).

The $ 8.80 preferred shares have no provision for
a sinking fund and are not redeemable at the option
of the Company until October 1, 1987. On October 1

1984
1985
1986
1987
1988

$ 1,000
1,750

13,750
3,750
3,750

Sales and redemption of preferred
stock —redemption required were as follows:

hmount

Balance, December 31, 1980 .

Redemption of Preferred
Stock, $ 10.75 Dividend...

Balance, December 31, 1981 .

Redemption of Preferred
Stock, $ 10.75 Dividend...

Balance, December 31, 1982 .

Redemption of Preferred
Stock, $ 10.75 Dividend...

Issuance of Preferred
Stock, $ 10.125 Dividend ..

Balance, December 31, 1983 .

646,000
(in thousands)

$64,600

~4 000 ~400
642,000 64,200

~4 000 ~400
638,000 63,800

(4,000) (400)

250 000

884 000
25 000

888 400

- of each year, beginning in 1990, the Company will
offer to purchase on the-next succeeding February 1,
out of funds legally available for the purchase or
redemption of the $ 8.80 preferred shares, any or all
outstanding shares of $ 8.80 preferred shares at a
purchase price of $ 100 per share plus accrued
dividends. In the event the Company fails to provide
sufficient funds for redemption, the Company is
restricted from paying any dividends on its common
stock (other than dividends in common stock or other
stock ranking junior to the preferred stock as to
dividends and assets).

The aggregate amounts of the above preferred
stock required to be retired for each of the next five
years are as follows:

n thousands
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$ 4.50 Dividend... 15,000
$4.12 Dividend... 15,000
$4.72 Dividend... 20,000
$ 4.56 Dividend... 40,000
$ 8.24Dividend... 100000

190 000

(In thousands)
$ 1,534 $ 109.00

1,506 103.98
2,001 104.00
4,000 100.00
9 832 105.46

$ 18 873

Preferred Stock—Redemption not Required
Following is a summary of preferred stock which

is not redeemable except at the option of the
Company:

Optional
Redemption

Price Per
hmonnt Share at

Decetnber 31, Decentber 31,
1983 1983

There have been no changes in preferred
stock —redemption not required during the three
years ended December 31, 1983.

All preferred stock issues (redemption required
and redemption not required) are entitled, in
preference to common stock, to $ 100 per share plus
accrued dividends, upon involuntary liquidation. All
issues except the $9.00, $ 8.80 and $ 9.50 preferred
stock issues, are entitled to an amount per share equal
to the applicable optional redemption price plus
accrued dividends, upon voluntary liquidation. The
$9.00, $ 8.80 and $ 9.50 preferred stock issues are
entitled to a fixed price ($ 106.75, $ 107.92 and $ )08.55
per share at December 31, 1983, respectively) plus
accrued dividends, upon voluntary liquidation.

P. Long-Term Obligations

Outstanding long-term obligations are as follows:

Redcmptlon
Price at

December 31,
~l98$ 1 1983

December 31

(In thousands)

1982

First Mortgage Bonds (2):
3-1/8% Series, due 1984 .

4-1/4% Series, due 1988.
16.35% Series, due 1991 .

4-5/8% Series, due 1992 .

6-3/4% Series, due 1998 .

7-3/4% Series, due 2001 .

9% Series, due 2004
9.95% Series, due 2004

10-1/2% Series, due 2005 .

8-1/2% Series, due 2007
16.20% Series, due 2012

Balance Forward .

$ 100.00
100.95

101.62
103.26
105.23
105.87
109.95
108.27
106.94
115.64

$ 4,950
6,100

40,000
10,385
24,800
15,838
20,000
25)000
15,000
25)000
60 000

~$ 247 07

$ 4,950
6,100

40,000
10,385
24,800
15,838
20,000
251000
15,000
25>000
60 000

~$ 247 07

(Continued)
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1983

December 31,

1982

Balance Forward

(ln thousands)

$ 247,073 $247,073

Pollution Control Bonds (3):
Secured by Second Mortgage Bonds (2):

9% Bonds, due 1984, ilet of $ 12,535,000 and
$22,389,000, respectively, on deposit
with trustee (4) .

Variable rate bonds, due 2014, net of
$ 16,024,000 on deposit with trustee (5)

Unsecured:
Variable rate refunding bonds due 2013, net

of $35,620,000 on deposit with trustee (4) .

Floating Rate Notes secured by Second
Mortgage Bonds (2) (6):

Due 1987
Due 1988 .

Promissory Notes:
Secured (7)
Unsecured (8):

Due 1983 .

Due 1984 .

Due 1985 .

Due 1986 through 1989 ..
Obligation under capital lease (inciuding

$ 1,438,000 currently due in 1984) (9) .

Mortgage notes payable, interest 8.8125% arid 9%
per annum payable in installments through 1998
(including $ 110,000 currently due in 1984)

Current maturities of long-term obligations
Unamortized premium and discount .

22,905

47,476

185

75,000
75,000

9,094

25,226
18,258

1,446

12,630

~25 8

536,831
(31,724)~144

~)503 16

13,051

75,000

6,170
32,740
18,258

1,446

13,546

2 642

409)926
(7,712)

~2065
1400 149

(1) The premiums reflected in the redemption prices
continue at reduced amounts in future years,
finally resulting in each case in redemption at par
in the final year prior to maturity.

(2) Substantially all of the Company's utilityplant is
subject to a lien under the Indenture of Mortgage
collateralizing the Company's first mortgage bonds
and a lien under the Indenture of Mortgage collat-
eralizing the Company's second mortgage bonds.

The First Mortgage Indenture securing its first
mortgage bonds provides for sinking and
improvement funds. For all but three series, the
Company is required to make annual payments to
the trustee equivalent to 1% ($ 1,230,000 at
December 31, 1983 and 1982) of the greatest
aggregate principal amount of such series
outstanding prior to a specified date. The
Company has generally satisfied the 1% require-
ments for such series by relinquishing the right to
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use a net amount of additional property for the
issuance of bonds or by purchasing bonds in the
open market and expects to continue this practice.
With respect to the 16.20% series, commencing in
August 1987, the Company willbe required to
make annual cash payments to the trustee
equivalent to 1% of the greatest aggregate
principal amount of such series outstanding at any
time prior to a specified date; the cash payments
must be applied to redeem bonds of the 16.20%
series at 100% of the principal amount thereof.
With respect to the 9.95% series, commencing
April 1985, the Company willbe required to make
annual cash payments to the trustee equivalent to
4-1/4% of the greatest aggregate principal amount
of such series outstanding at any one time prior to
a specified date; the cash payments must be
applied to redeem bonds of the 9.95% series at
100% of the principal amount thereof. No sinking
fund is required for the 16.35% series.

In accordance with certain provisions of the
First Mortgage Indenture, payments of cash
dividends on common stock are restricted to an
amount equal to retained earnings accumulated
after December 31, 1966, plus $4,100,000.
Retained earnings in the amount of approximately
$99,500,000 are unrestricted as to the payment of
cash dividends at December 31, 1983.

The second mortgage bonds have been issued
to secure the 9% pollution control bonds due
1984, the variable rate pollution control bonds
due 2014 and the two floating rate notes due 1987
and 1988.

(3) The funds on deposit with a trustee at December
31, 1983, represent a portion of the proceeds from
pollution control revenue bonds issued in June
1981 and December 1983, which proceeds are to
be disbursed as needed to pay the costs of
acquiring, constructing, reconstructing, improving,
maintaining or furnishing the pollution control
facilities financed or to refund bonds previously
issued and currently outstanding.

(4) The 9% pollution control bonds willbe paid at
maturity in 1984 from the proceeds of the variable
rate refunding bonds due 2013 and certain income
earned on the investment of such proceeds.
Accordingly, the 9% Bonds have been accounted
for as a long-term obligation. The variable rate
refunding bonds are supported by a long-term
irrevocable letter of credit issued by a bank. Such
bonds bear interest at such rate, determined
annually, as will cause the bonds to have a market
value which approximates, as nearly as possible,
their par value. Such bonds may be required to be
repurchased at the holder's option and are subject
to mandatory redemption upon the occurrence of
certain events and are redeemable at the option of
the Company under certain circumstances.

(5) These bonds are supported by a long-term
irrevocable letter of credit issued by a bank. The
bonds bear interest at such rate, determined
annually, as willcause the bonds to have a market
value which approximates, as nearly as possible,
their par value. The bonds may be required to be
repurchased at the holder's option and are subject
to mandatory redemption upon the occurrence of
certain events and are redeemable at the option of
the Company under certain circumstances.

(6) At the option of the Company, the interest rate on
the notes due 1987 and 1988 (10.5625% and
10.8125% at December 31, 1983, respectively)
may be determined using the prime rate, a
Certificate of Deposit {CD) rate or the London
Interbank Offering Rate (LIBOR) rate. These notes
may be prepaid at the option of the Company
without premium.

{7) Consists of advances on two construction loans of
$ 5,000,000 and $ 36,450,000 to the Subsidiary
which provide in the aggregate for principal
advances up to $ 41,450,000 for the renovation,
restoration and conversion of two buildings
owned by the Subsidiary. The loans are for the
period of construction plus 60 days but in any
event mature in 1986 and 1988, respectively.
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Interest on the loans, at floating rate (11% at
December 31, 1983), is payable quarterly, and the
loans are secured by the properties and other
assets to which they relate, the Subsidiary's pledge
of $ 15,000,000 of its preferred stock portfolio, a

negative pledge by the Subsidiary with respect to
its remaining preferred stock portfolio and certain
other collateral.

(8) The unsecured floating rate notes due in 1984

through 1989 have interest rates ranging from
14% to 17% per annum and floating rate (10.15%
and 10.17% at December 31, 1983, and 9.75% to
11% at December 31, 1982) and may be prepaid
at the option of the Company without premium.

(9) In 1980 the Company leased a turbine and certain
other related equipment from the trust-lessor for a

twenty-year period with renewal options for up to
seven more years. Semi-annual lease payments,
including interest, which began in January 1982,

are $ 719,000 through January 1991, and $ 861,000
thereafter to July 2000. The effective annual
interest rate implicit in this lease is calculated to be
9.6%. The total cost of the equipment to the
trust-lessor of $ 11,800,000 plus $ 830,000 interest
accrued is reflected in long-term obligations at
December 31, 1983. A gain to the Company
related to the sale of the turbine to the trust in the
amount of $2,343,000 is being amortized to
income over the term of the lease.

Scheduled maturities of long-term obligations at

December 31, 1983 are as follows (in thousands):
1984 $ 32,954

1985 22,055

1986 6,481

1987 79,747

1988 92,548

Thereafter 303,046

G. Short-Term ObligatIons
At December 31, 1983, the short-term obligations

of the Company and the Subsidiary totaled

approximately $ 113,065,000. Such obligations
consisted of pollution control bonds, notes payable
banks, notes payable other and commercial paper.
The Company and the Subsidiary also maintain
informal lines of credit which totaled approximately
$ 120,900,000 and $ 36,200,000, respectively, at
December 31, 1983. Certain of these arrangements
provide for maintenance of compensating balances of
various negotiated amounts. At December 31, 1983,
there were no advances outstanding under the
Company's lines of credit, and approximately
$ 25,200,000 had been advanced under the
Subsidiary's line of credit. None of the Subsidiary's
debt is guaranteed by the Company.

On December 29, 1983, the Company borrowed
from a governmental authority the proceeds of
$ 34,000,000 of short-term pollution control bonds
issued to two banks. Such indebtedness matures
December 27, 1984 and, contingent upon receipt of
an Internal Revenue Service ruling on the qualifica-
tions for tax-exempt financing of the facilities
financed, bears interest at 71% of one of the bank's
prime rate. In the event that certain conditions relat-

ing to the obtaining of a favorable ruling are not
satisfied, interest willbecome payable at 110% of the
prime rate prior to July 31, 1984 and at 120% of such
rate thereafter to maturity. At December 31, 1983,
approximately $ 1,989,000 of this borrowing was on
deposit with the pollution control bond trustee, such
proceeds to be disbursed as needed to pay the costs
of acquiring, constructing, reconstructing, improving,
maintaining and furnishing the facilities financed.

The amount of short-term obligations which the
Company may incur is regulated by the FERC. The
FERC has authorized the Company to incur, through
December 31, 1984, short-term obligations in an
amount not to exceed $ 200,000,000 outstanding at

any one time. The Subsidiary is not a regulated
company.
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H. Federal Income Taxes
The provisions (credits) for deferred Federal income taxes, which arise from timing differences between

financial and tax reporting, are as follows:

Years Knded December 31,

Tax effect of:
Operating income:

Depreciation differences .............
Deferred fuel revenues...............
Allowance for borrowed funds used

during construction ...............
Taxes capitalized
Employee pension and benefit plan costs .

Other .

Other income:
Tax leases ..
Other .

1983

$ 1,791
(3,629)

14,920
2,694

(2,520)
(943)

5,619
584

$ 18 516

1982

(tn thousands)

S 1,793
441

15,158
2,283

(265)

3,828
490

$ 23 728

1981

S 1,550
270

10,294
1,771

(880)

$ 1 05

At December 31, 1983 the unamortized cost of tax leases totaled approximately $ 11,000,000. Deferred
Federal income taxes have been provided for the difference in accounting methods.

Federal income tax provisions are less than the amounts computed by applying the statutory rate of 46%
to book income before Federal income taxes. Details are as follows:

Years Knded December 31,

Tax computed at statutory rate.....
Decreases due to:

Allowance for equity funds used
during construction

Other .

Total Federal income tax expense ..
Effective Federal income tax rate............
Total Federal income tax expense is as follows:

Current income taxes —operating...........
Current income taxes —other income ........

Total current .

Deferred income taxes —operating ..........
Deferred income taxes (credit)—other income ..
Deferred investment tax credit—operating ....
Deferred investment tax credit—other income .

Amortization of deferred investment tax
credit—operating .

1983

$ 57,351

(19,164)~771
$ 37 416

30.0%

1983

$ 11,251
~67 2

12,313
6,203

14,944
(4)

$ 37 416

1982

(tn thousands)
$ 43,911

(16,444)
~2894
~$ 24 57

25.7%

Years Ended December 31,

1982

(fn thousands)
$ 3,456

~673
(217)

19,410
4,318
1,540

(4)

~474
~$ 24 57

1981

$ 40,003

(10,494)
757

~$ 0 266

1981

S 3,691~10 0

4,721
13,005

48
12,939

(13)

~44
~so 266
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At December 31, 1983, the Company and the
Subsidiary had available for Federal income tax
purposes an investment tax credit carryforward
aggregating approximately $ 42,700,000 which expires
during the period 1996 through 1998.

I. Commitments and Contingencies

(1) Palo Verde

The Company has approximately a 15.8% interest
in three units of the Palo Verde Station and related
transmission lines and switchyard presently under
construction. Transmission lines represent
approximately 5% of the estimated aggregate costs of
these projects. The estimated aggregate costs of these

projects (before the effects of the delays in completion
of Palo Verde, announced after February 7, 1984,
could be determined) to be incurred by the Company
subsequent to December 31, 1983 are approximately
$312,900,000, which does not include AFUDC (net of
related deferred tax) in the amount of $ 177,100,000.

(2) Other Construction Commitments

Other construction commitments for the
Company and the Subsidiary subsequent to December

31, 1983 total approximately $ 55,400,000, which does

not inc/ude AFUDC (net of related deferred tax) in the .

amount of $ 5,400,000.

(3) Nuclear Fuel

The Company has a nuclear fuel purchase
commitment with an independent trust. The trust
purchases nuclear fuel and incurs costs related to a

uranium venture under various Company assigned

agreements. The Company has the option of either

purchasing the fuel from the trust or leasing the heat

generated by the fuel at prices established to
reimburse the trust for all the costs incurred in
connection with acquisition of the fuel (which
aggregated approximately $ 70,300,000 at December

31, 1983). The Company intends to elect the lease

option when nuclear fuel is loaded into the reactor.

Quarterly lease payments at the established prices will
begin when Palo Verde Station Unit 1 is placed into
commercial operation.

J. Allowance for Funds Used During
Construction and Other Interest Capitalized

The Company used a weighted average accrual
rate of 12.9%, 13.3% and 13.8% for AFUDC in 1983,
1982 and 1981, respectively. Certain amounts of
CWIP have been allowed in the Company's rate base
or made the basis of extraordinary cash rate relief, and
the appropriate amounts have been excluded from the
CWIP balance used as a base for calculating AFUDC.
The Company was allowed to increase the amount of
CWIP in rate base for its Texas jurisdiction from
approximately $ 113.6 million to approximately $270.5
million effective with energy consumed on and after
January 18, 1983. The Company has been granted by
its New Mexico jurisdiction extraordinary cash rate
relief related to inclusion of CWIP in rate base of
approximately $ 13.7 million.

Additionally, during the years ended December 31,
1983, 1982 and 1981 interest in the amount of
$ 723,000, $ 437,000 and $ 1,498,000, respectively,
relative to funds borrowed by the Subsidiary was
capitalized. The interest amount has been included in
the Consolidated Statements of Income as "Other
Interest" with a corresponding amount included in
"Other Interest Capitalized."

K. Pension Plan
The Retirement Income Plan (the plan) covers

employees who have completed one year of service
with the Company. The plan is a noncontributory
defined benefit plan. Upon retirement or death of a

vested plan participant, assets of the plan are used to
purchase an annuity contract with an insurance
company. Therefore, net assets available for plan
benefits and the actuarial present value of accumulated
plan benefits represent amounts attributable to active
and disabled employees only.
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Actuarial present value of
accumulated plan benefits:

Vested benefits:
Participants currently

receiving payments...
Other participants.....

Nonvested benefits

$ 4,213
12 980

17,193

971

$ 3,581
7 900

11,481

520

Total actuarial present value of
accumulated plan benefits...... $ 18 164 $ 12 001

The pension cost in 1983, 1982 and 1981 was
$ 1,502,000, $ 1,373,000 and $ 708,000, respectively,
which includes amortization of past service cost over
a thirty-year period beginning in 1972.

Contributions from the Company are based on the
amounts required to be funded under provisions of
the plan as actuarially calculated. The weighted
average assumed rate of return used in determining
the actuarial present value of accumulated plan bene-
fits presented below was 8% compounded annually.

Net assets available for plan benefits and the
actuarial present value of accumulated plan benefits as

of the most recent actuarial determination date Uuly 1,

1983) are presented below:
1983 1982

(in thousands)
Net assets available for plan benefils $ 18 255 $ 16 013

L. Rate Matters
In January 1983, the Texas Commission granted

the Company a $ 35,500,000 increase in annual
jurisdictional revenues. The Commission's order
allows the inclusion in rate base of 61%
(approximately $ 270,500,000) of CWIP related to the
Palo Verde Station and related transmission facilities at
March 31, 1982.

In September 1983, the New Mexico Commission
approved the Company's 1983 New Mexico rate case.

The Commission's order provides for a two-stage
increase in New Mexico retail jurisdictional rates, the
first stage increase of approximately $ 2,800,000
having become effective January 1984. The second
stage increase of an additional $ 5,900,000 is to
become effective with commercial operation of Palo
Verde Unit 1.

In February 1984, the Company filed for an
increase of approximately $ 1,000,000 in annual FERC
jurisdictional rates, to be effective April 1, 1984.

The Company expects to file during 1984 for a

rate increase in its Texas jurisdictional rates and is

presently evaluating the prospects of filing for such an
increase in its New Mexico rates. In connection with
the settlement of its 1983 New Mexico rate case, the
Company agreed that it would not file for another
general rate increase in New Mexico prior to
July 1, 1984.

M. Selected Quarterly Financial Data (Unaudited)

Operating~RI Operating Operating Nct
E2fisetts~ss I Income Income

(in thousands of dollars except for per share

Net Income
hpplkable to

Common
Stock

data)

Net Income
Per Share of

Common
Stock

1st quarter...
2nd quarter ..
3rd

quartei'th

quarter ..
~182
1st quarter...
2nd quarter ..
3rdquarter ..
4th quarter ..

$69,033
75,076
88,281
70,053

59,980
66,o38
80,491
64,539

$54,035
57,889
68,594
55,719

49,668
54,120
63,927
52,717

$ 14,998
17,187
19,687
14,334

10,312
11,918
16,564
11,822

$ 19,870
21,361
25,590
2o,44o

13,973
15,405
22,658
18,852

$ 18,112
19,399
23,200
18,049

121204

i3,637
20;889
17,083

$ .58
.6i
.73
.56

.48
54

.71

.55 ~

(1) See Note A (Reclassification) to Notes to Consolidated Financial Statements.
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The following supplementary information is

supplied in accordance with the requirements of FASH

Statement No. 33, Financial Reporting and Changing
Prices, for the purpose of providing certain
information about the effects of changing prices. It
should be viewed as an estimate of the approximate
effect of inflation, rather than as a precise measure.

Constant dollar amounts represent historical costs
stated in terms of dollars of equal purchasing power,
as measured by the Consumer Price Index for All
Urban Consumers. Current cost amounts reflect the
changes in specific prices from the date the plant was
acquired to the present, and differ from constant
dollar amounts to the extent that specific prices have
increased more or less rapidly than prices in general.

The current cost of utility plant and nonutility
property, net of accumulated depreciation and
amortization, represents the estimated cost of
replacing existing plant assets and was determined by
indexing the surviving plant by the Handy-Whitman
Index of Public UtilityConstruction Costs.

The current year's provision for depreciation and
amortization on the constant dollar and current cost
amounts of plant was determined by applying
effective depreciation and amortization rates to the
indexed plant amounts.

Fuel inventories and the cost of fuel used in
generation have not been restated from their historical
cost in nominal dollars. Regulation limits the recovery
of fuel costs through the operation of adjustment
clauses or adjustments in basic rate schedules to actual
costs. For this reason fuel inventories are effectively
monetary assets.

As prescribed in FASB Statement 33, income taxes
were not adjusted.

Under the rate making prescribed by the
regulatory commissions to which the Company is

subject, only the historical cost of plant is recoverable
in revenues as depreciation. Therefore, the excess of
the cost of plant stated in terms of constant dollars or
current cost over the historical cost of plant is not
presently recoverable in rates as depreciation and is

reflected as a reduction to net recoverable cost. While
the rate making process gives no recognition to the
current cost of replacing plant assets, based on past

practices, the Company believes it willbe allowed to
earn on the iricreased cost of its net investment when
replacement of facilities actually occurs.

To properly reflect the economics of rate
regulation in the Supplemental Consolidated Statement
of Income from Operations Adjusted for Changing
Prices, the reduction of plant to net recoverable
amount should be offset by the gain from the decline
in purchasing power of net amounts owed on a
constant dollar basis. Meanwhile, on a current cost
basis the excess of increase in general price level over
increase in specific prices at net recoverable amount
should be offset by the gain from decline in
purchasing power of net amounts owed. During a
period of inflation, holders of monetary assets suffer a
loss of general purchasing power while holders of
monetary liabilities experience a gain. The purchasing
power gain on net monetary items owed is equal to
the net gain found in restating in constant dollars the
opening and closing balances of, and transactions in,
monetary assets and liabilities. The gain from the
decline in purchasing power of net amounts owed is
primarily attributable to the substantial amount of
debt which has been used to finance plant assets.
Since the depreciation on plant is limited to the
recovery of historical costs, the Company does not
have the opportunity to realize a holding gain on debt
and is limited to recovery only of the embedded cost
of debt capital.

Restated net assets (which is equal to common
stock equity and preferred stock) is measurable by
adjusting the amount reported for net assets in the
balance sheets for the difference between the
historical cost and the restated constant dollar
amounts or lower recoverable amounts of property
less reserves. Because of the lower recoverable
amounts provision, the determination of net assets for
a utility company is based on the historical cost of
year end, after conversion to constant dollars, with no
aging of property required. FASB Statement 33 did
not define what should be included in net assets,
leaving the calculation open to experimentation. The
Company calculates net assets by restating net utility
plant, net nonutility property and monetary items on
a constant dollar and current cost basis.
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should be able to establish rates to cover increased

costs of new plant. However, the information may
provide some indication of the expanded capital
structure that willbe required for making plant
replacements and additions with inflated dollars.

Inferences which, in the case of some industries

may be drawn from information in the nature of that
presented below as to the adequacy of future cash

flows in relation to future plant replacement
requirements are believed by the Company to be less

valid in the case of public utilities which, like itself,

Consolidated Statement of Income from Operations Adjusted for Changing Frices for the Year

Ended December 31, 1983

Operating revenues .

Fuel; purchased and interchanged power .

Other operating and maintenance expenses
Depreciation and amortization ..
Federal income taxes
Interest expense
Other income .

Net income

Increase in specific prices (current cost) of
plantheldduringtheyear(1) .

Reduction ofplant to net recoverable amount ........
Effect of increase in general price level

Excess of increase in general price level over increase

in specific prices at net recoverable amount ........
Gain from decline in purchasing power of

net amounts owed

Net

Conventional
Historical

Cost

$ 302 443

115,562
70,926
11,740
38,009
24,959

~46 014

215 182

$ 87 261

Constant
Dollar

Average
1983

Dollars

(In thousands)

$302 443

115,562
70,926
25,453
38,009
24,959

~46 014

228 895

$ 73 548 (2)

$ (27,874) (2)

22 978

~$ 4 896

Current
Cost

Average
1983

Dollars

$302 443

115,562
70,926
28,024
38,009
24,959

~46 014

231 466

$ 70 977

$ 64,492
(28,473)

~61 328

(25,309)

22 978

$ 2 331

(1) At December 31, 1983, current cost of plant net of accumulated depreciation was $ 1,794,946,000, while
historical cost or net amount recoverable through depreciation was $ 1,243,788,000.

(2) Inclusion of the reduction to net recoverable amount in net income on a constant dollar basis would reduce

net income to $ 45,674.
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Five Year Comparison of Selected Supplementary Financial Data Adjusted for Effects of
Changing Prices (Note)

Yeats ended December 31
1983 1982 1981 1980

(in thousands except for per share amounts)

1979

Operating revenues:
Historinl cost .

Constant dolLars

Net income:
Historinl cost .

Constant dollars ..
Current cost .

$ 3o2,443
3o2,443

$ 87,261
73,548
70,977

$271,048
279,767

$ 70,888
59,852
58,303

$250,965
274,919

$ 56,697
48,995
48,227

$211,004
255,120

$ 41,177
38,555
36,876

$ 157,377
216,013

$ 23,190
21,716
i8,54i

Net income per share of
common stock:

1 iistorical cost.......
Constant dollars .....
Current cost........

$ 2.48
2.05
1.97

$ 2.30
1.90
1.84

$ 2.23
1.85
1.82

$ 2.05 $ 1.45
1.83 1.24
1.73 .99

Net assets at year-end at net
recoverable amounts:

Historinl cost..........
Constant dolLars ........
Current cost...........

$ 545,167
536,006
536,006

$ 468,090
477,695
477,695

$ 372,823
395,206
395,206

$305,159
352,398
352,398

$220,299
285,939
285,939

Excess of increase in general
price level over increase in
specific prices at net recoverable
amount, current cost.......... $ 25,309 $ 19,360 $ 48,846 $ 64,855 $ 58,893

Other informationt
Gain from decline in purchasing

power of net amounts owed,
constant dollars ..............

Cash dividends declared per share
of common stock:

Historical cost............
Constant dolLars ..........

Market price per share of common
stock at ynr-end:

Historinlcost............
Constant dollars ..........

Avenge consumer price index

$ 4i,77o

$ 137 $

1.37 1.35
$ 1.25

1.37
$ 1.13

1.37

13.38 $ 12 25
~1.16 12.50

~28.4 ~28 .1

$ io.88 $ 9.50
11.54 ~10.
272.4 246.8

$ 22,978 $ 18,524 $ 35,390 $ 41,172

$ 1.07
1.47

$ 9.38
12.17

217.4'ote:

Constant dollars and current cost amounts are stated in average 1983 dollars.
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For the years ended December 31

(In thousands except for per share amounts)

1983 1982 1981

Operating revenues

Fuel
Operation and maintenance
Depreciation and amortization .

Taxes .

Other income

Income before interest charges
Total interest charges ..
Income before cumulative effect on prior years of

change in accounting method .

Cumulative effect to January 1, 1974, of change
in accounting for fuel costs,
net of related income taxes ($912,000)

Net income

$ 302 443 $ 271 048 $ 250 965

80,883
88,881
11,740
54,733

~46 014

99,298
71,416
10,906
38,812

~39 609)

108,148
41,751
10,508
40,273

~24 155)

112,220
24 959

90,225
19 337

74,440
17 743

87,261 701888 56,697

$ 87 261 $ 70 888 $ 56 697

~10 223 180 823 176 525

Net income per share of common stock, based on
weighted average number of shares outstanding
during each year:

Income applicable to common stock
before cumulative effect of change
in accounting method .

Cumulative effect to January 1, 1974, of change
in accounting for fuel costs ..

Net, income applicable to common stock

Dividends per share paid on common stock........
Gross utilityplant .

Total assets

Long-term obligations and preferred
stock redemption required ..

Retained earnings

$ 2.48 $ 2.30 $ 2.23

$ 2.48

$ 1.37

$ 2.30 $ 2.23

$ 1.31 $ 1.25

$ 591 563 $ 463 949 $ 314 192

$ 141 244 $ 106 141 $ 79 602

$ 1 345 315 $ 1 109 514 $ 898 333

~$ 1 3 3 283 $ 1 132626 $ 887648



1980

$ 211 004

95,952
31,944

9,090
35,801

~14 011

158 776

52,228
11 051

41,177

1979

S 157 377

79,334
241156

8,245
21,573

~7742
125 566

31,811
8 621

23,190

1978

$ 130 213

67,104
21,171

7,361
14,128

~3688
106 076

24,137
8 113

16,024

1977

$ 114 233

61,336
16,685
6,498

12,377
~1689

95 207

19,026
7 604

11,422

1976

$ 113 393

55,359
17,954
6,233

15,727
~838

94 435

18,958
7 442

11,516

1975

S 91 349

44,602
14,516
5,506

11,197
~1423

74 398

16,951
6 853

10,098

1974

$ 67 113

28,955
11,463
4 345
9,809

~770
53 802

13,311
5 280

8,031

S 41 177 S 23 190 $ 16 024 $ 11 422 S 11 516 $ 10 098

988

$ 9 019

$ 2.05 $ 1 45 . S 1 30 $ 1.11 $ 1.29 $ 1.30 S 1.19

$ 2.05

$ 1.13

$ 715 190

$ 690 992

S 266863

S 59 383

S 145

$ 1.07

$ 560 932

S 537 118

$ 221 721

S 45 097

$ 1.30

$ 1.02

S 437468

$ 415 975

$ 150 152

S 40 753

$ 1.11

S 99

S 338 598

$ 326 910

S 128 171

S 38 560

S 1.29

$ .95

S 274 502

S 258 407

$ 102 290

$ 37 695

$ 1.30

S .91

$ 250 375

S 240 659

$ 103 104

$ 35 667

15

$ 1.34

$ .88

$ 227 196

$ 206 490

$ 85 906

$ 33 150
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i983 1982 1981

Population served at retaH, estimated
Number of customers:

Residential
Commercial and industrial—small
Commercial and industrial—large
Other ..

Total

Annual native system peak load, net kHowatts ..
Output, net generated and purchased,

thousand kHowatt-hours:
Steam
Other
Purchased and interchanged

Total (a)

Sales of electricity, thousands of dollars (b):
Residential .

Commercial and industrial—small .

Commercial and industrial—large
Other

Total .

Sales, thousand kHowatt-hours:
Residential .

Commercial and industrial—small .

Commercial and industrial—large
Other

Total (a)

Average annual use per residential
customer, KWH

Average annual revenue per
residential customer

Average revenue per KWH sold, cents (b):
Residential .

Commercial and industrial—small .

Commercial and industrial—large
Average revenue per KWH; total sales

Electric Hne, pole mHes:
Over 15,000 volts ..
Less than 15,000 volts (c)

Total

Total employees.

656000 624000 610000

177,810
17,840

41
2 109

171,121
17,208

44
2 055

167,625
16,724

43
1 996

197 800 190 428 186 388

746 000 744 000 736 000

2,524,276
8,445

1 507 166

2,948,554
16,753

978 994

3,790,666
25,704

138 104

4 039 887 3 944 301 3 954 474

$ 99,112
96,041
43,805
62 388

$ 87,621
s5,4o6
38,545
58 532

$ 79,206
76,766
38,713
55 258

$ 301 346 $ 270 104 $ 249 943

1,017,565
1,101,862

677,118
~55 226

994,109
1,075,879

634,008
947 167

966,487
1,033,859

702,323
996 203

3 751 771 3 651 163 3 698 872

5 839 5 869 5 849

9.74m
8.72
6.47
8.03

8.81 4
7 94
6.os
7.40

8.20 $r
7.43
5.51
6.76

2,361
2 893

2,213
2 873

2,157
2 865

5 254 5 086 5 022

1 078 1 109 1 025

$ 568.76 $ 517.3O $ 479.34

(a) Differences between total output and total sales represent Company use and line losses.

(b) Deferred fuel has been reclassified from a component of fuel expense to a component of revenues.

(c) Includes minor amounts of line on poles owned by telephone utility.
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1980

600 000

1979

554 000

1978

544 000

1977

532 000

1976

520 000

1975

505 000

1974

495 000

162,770
16,169

42
1 941

180 922

718 000

157,601
15,791

44
1 875

175 311

688 000

150,739
15,381

47
1 842

168 009

690 000

143,645
14,518

46
1 715

159 924

657 000

135,344
14,203

39
1 748

151 534

677 000

130,010
13,294

32
1 663

144 999
640 000

126,760
13,163

29
1 545

141 497

638 000

3,928,860
47,969

9 794

3 986 623

$ 63,822
58,821
28,239
59 145

$ 210 027

3,771,043

~119 166

3 651 877

$ 52,129
46,064
26,023
32 068

$ 156 284

3,673,6s5

~84 609

3 589 076

$ 42,229
37,868
21,388
27 821

$ 129 306

3,475,753

~3574
3 472 179

$ 35,232
34,098
18,075
25 803

S 113208

3,501,416

51 013

3 552429

$ 31,970
34,280
16,049
30 195

S 112 494

3,433,698

15 837

3 449 535

S 26,966
28,874
11,842
22 852

S 90 534

3,369,606

~13 709)

3 355 897

$ 21,419
20,445

8,309
16 605

$ 66 778

972,070
985,123
621,877

1 148 952

3 728 022

937,858
949,514
6s2,163
854 749

3 424 284

907,956
913,038
650,542
849 113

3 320 649

s74,140
902,699
617,955
847 930

3 242 724

816,169
929,556
582,125

1 030812
3 358 662

782,285
909,967
513,637

1 006 311

3 212 200

765,636
853,960
508,482
980 175

3 108253

6 065

$ 398.17

6 072

$ 337.51

6 153

$ 286.19 $ 252.35 $ 242.58

6 261 6 193 6 097

$ 210.15

6 116

$ 171.05

6.57C
5.97
4.54
5.63

2,131
2 841

4 972

5.56C
4.85
3.81
4.56

2,070
2 794

4.65C
4.15
3.29
3.89

- 1,999
2 759
4 758

908

4.03C
3.78
2.92
3.49

1,811
2 755

4 566

838

3.92C
3.69
2.76
3.35

1,759
2 727

4 486

s16

3.45C
3.17
2.31
2.82

1,706
2 691

4 397

778

2.80C
2.39
1.63
2.15

1,647,
2 673,
4 320

726



1985 Financial Information
Report of Independent Certified Public Accountants

PEAT
MARWlCK

The Shareholders and Hoard of Directors
El Paso Electric Company:

We have examined the consolidated balance sheet of El Paso Electric Company and Subsidiary as of
December 31, 1983, and the related consolidated statements of income, retained earnings and sources of funds
invested in utility plant and other plant for the year then ended. Our examination was made in accordance
with generally accepted auditing standards and, accordingly, included such tests of the accounting records and
such other auditing procedures as we considered necessary in the circumstances. The consolidated balance
sheet of El Paso Electric Company and Subsidiary as of December 31,,1982, and the related consolidated
statements of income, retained earnings and sources of funds invested in utility plant and other plant for each

of the years in the two year period ended December 31, 1982 were examined by other auditors, whose report
dated February 11, 1983, expressed an unqualified opinion on those statements.

In our opinion, the 1983 consolidated financial statements referred to above present fairly the consolidated
financial position of El Paso Electric Company and Subsidiary as of December 31, 1983, and the results of their
operations and the sources of funds invested in utility plant and other plant for the year then ended, in
conformity with generally accepted accounting principles applied on a basis consistent with that of the
previous year.

El Paso, Texas
February 10, 1984



Corporate Information

Figures appearing in this report are
presented as general information and not
in connection with any sale or offer to
sell or solicitation of any offer to buy any
securities nor are they intended as a
representation by the Company of the
value of its securities.

Annual Meeting of Shareholders
All Shareholders are invited to attend

the Annual Meeting of Shareholders on
Monday, May 21, 1984, at 10 a.m. El Paso
time, in the Oleander Room of the
Rodeway Inn, 6201 Gateway West in
El Paso, Texas.

Proxies for the meeting willbe
solicited by the Board of Directors in a
communication to be mailed in early
April. This Annual Report is not a part of
such proxy solicitation and is not
intcndcd to be used as such.

Dividend Reinvestment
The Company's Dividend

Reinvestment and Stock Purchase Plan is
a convenient method of investing

dividends and optional cash payments in
new shares of Company Common Stock
without payment of commissions and
fees. An enrollment card may be
obtained by writing the Company
Secretary.

Common Stock Shareholders
The Common Stock of the Company

is held in every state and the District of
Columbia, some U.S. territories and
many foreign countries. The number of
Shareholders continued to increase in
1983 from 50,474 at December 31, 1982
to 54,060 at December 31, 1983. Our
records indicate that about 79 pcrccnt of
the Company's Sharcholdcrs own less
than 500 shares each.

Toll-Free Telephone
The Company maintains a toll-free

telephone system for the convenience of
Shareholders who may have questions or
inquiries conccming their accounts. if
you are calling from within Texas the

number is 800-592-1634. Elsewhere in
the U.S. the number is 800-351-1621.

Transfer Agents
National Westminster Bank (formerly

known as National Bank of North
America), 80 Pine Street, New York,
New York 10005 (Common and
Preferred Stock).

The State National Bank, Post Office
Box 1072, El Paso, Texas 79958
(Common Stock only).

A copy of the Company's most
recent 10-K Report, flied with the
Securities and Exchange Commission
including the finandal statements
and financial statement schedules set
forth therein, willbe made available
to Shareholders without charge
upon written request tol

Theta S. Fields, Secretary
El Paso Electric Company
Post Office Box 982
El Paso, Texas 79960
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