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A Plan for Action

Philosophy

The El Paso-Las Cruces area 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 retumned. In this regard we belicve
that the Company must respond to the
nceds 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 reliable electric service to
customers at the most reasonable cost.
The Company is obligated to protect and
enhance the investment of its
Sharcholders, the investment which has
created the jobs and the growth oppor-
tunity for the Company. The Company is
also obligated to provide an enriching and
satisfying place for its employees to work.
We 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.
Arcas of Focus

To carry out the Company’s mission
as an active organization in the communi-
ty and one which is dedicated to the
betterment of all concerned, we focus on
the'following general arcas of concern:
¢ Customer Service
* Community Service
¢ Sharcholder Relations
* Employee-Management Obligations
¢ Corporate Communications

Strategic Goals and Objectives

Each arca of focus provides categorics
for which strategic goals are established as
a part of the planning process for individ-
ual and departmental action. Proposed
projects and activities are 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 management for the*
overall corporate planning tasks as well as
more specific departmental planning
activitics. The goals and objectives should
not limit the 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 innovative in solving the day-to-

day operating problems. However, these
strategic goals exemplify our philosophy
in fulfilling the 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 plant
betterments for providing clectricity to
customers at the lowest possible cost.

* Insure that customers are educated on
the safety aspects of using clectricity.

* Retain all existing customers and seek
new customers through system expansion
where feasible and consistent with good
€CONOMICS.

¢ Remain independent in providing
power supply and transmission service
where possible and consistent with good
economics for the customer and
Sharcholder.

Community Service

* Promote economic growth and increas-
ed development of the Company’s total
service area.

¢ Protect, enhance and develop the com-
munity’s natural resources with particular
attention to air, water and land resources.
* Provide job opportunitics and an invest-
ment in the service area which promotes
a higher standard of living for all citizens.
* Provide to the service area both
cconomic and social support consistent
with the level of responsibility expected
of the No. 1 corporate citizen.

* Promote a high degree of positive
involvement in the service area by all
cmployees.

¢ Cooperate with and serve the educa-
tional institutions located in the service
area in a manner consistent with other
leaders in the industry.

¢ Maintain leadership positions within and

provide appropriate assistance to com-
munity service organizations. Continue to
support the United Way in a leadership
manner.

Shareholder Relations

¢ Assure that all expenditures are made in
such a way as to protect and enhance the
Sharcholders’ investment,

* Provide a rate of return.to the
Shareholders which is competitive with
other possible investments.

¢ Maintain the financial integrity of the
Company in a2 manner consistent with
AA-rated utility companies.

ADOPTED BY THE BOARD OF DIRECTORS FEBRUARY 23, 1982

¢ Earn a rate of return which is above the
national average and maintain bond
coverages above three times in all financial
periods.

¢ Continue to study the feasibility of new
programs and projects which might be
undertaken as measures to maintain and
improve the financial integrity of the
Company.

¢ Basc all Company involvement in new
programs or projects on solid cconomic
principles.

Employce-Management
Obligations

® Monitor and strive to improve the
quality of management and supervision.
¢ Promote a high degree of profession-
alism throughout the entirc Company.

* Develop, update and monitor both
long: and short-term plans in a formalized
manner.

* Insure the flexibility of corporate plans
while establishing performance goals for
all levels of employecs.

¢ Undertake research and development
consistent with strategic goals, corporate
objectives and sound economics.

® Autract, develop and retain able and
loyal employees.

* Provide equal employment oppor-
tunities and a high degree of training
along with modern, professional tools.

* Strive to provide employees with com-
pensation levels at or above industry
nomms.

Corporate Communications

* Make an assertive cffort to provide
informative communications on relevant
Company and energy issucs.

¢ Maintain positive communications with
all those in contact with the Company to
specifically include customers, regulators,
members of governmental bodies,
employees, community and industry
leaders, financial community and regional
utilities.

¢ Keep senior management apprised and
cducated on current topics o?imcrcst, and
always maintain an issues management
ability.

¢ Communicate the Company’s good
citizen achievements and future aspirations
to support the community.

¢ Enhance the community image of the
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.
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Letter To
Shareholders

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
18¢ 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 will our 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 will provide
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’ individual
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 development for
the area. 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, -
our employees took the oppor-



tunity to acquire Common Stock

| in the amount of more than $3.7
million, astrong vote of confidence.

During 1983, 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. Boney 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
37 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.

A Ay

Evern R. Wall
President and Chairman of the Board

i March 1, 1984
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Commitment To
Our Shareholders

1 Paso Electric continues to

E fulfill its mission of protec-
ting and enhancing the

Shareholders' investment.

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
831,395,000, 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-

19.93%°

19.33%.

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% 19.23%

We are committed to
protecting and enbancing the
Sharebolders’ investment.

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 Board
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 8100 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

Return on Average Common Equity

11980 | IR 198 LI | M1 982

Earnings Per Share of Common Stock
(Based on Weighted Average Shares QOutstanding)
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Billye E. Bostic
Executive Vice President—
Financial Division
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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 will be used for facilities
at the Palo Verde Station, except
for 835,805,000 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 if payments 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

81.2 million.

* Qff-System Purchases

The Company’s System
Controllers make hourly contacts
with a number of other utilitics,
“shopping” for lower cost
clectricity 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 was
improved and a power plant
water conservation program was
instituted, all resulting in an ap-
proximate $6.4 million savings.

s Administrative and General
Cost Reductions

The Company operated in 1983
with a hiring freeze on additional
employees and implemented.an

carly 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 Utility Com-
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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Commitment To
Our Customers

1 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,
clectronics 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
will provide the Company with
electric supply stability and
versatility, is the construction of a
345,000 volt transmission line
between AMRAD Substation
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

Providing a quality of service
to customers at least equal to
the bigbest standards in the
industry is a Corporate goal.

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 Palor
Verde 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.

'3
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Commitment To
Our Employees

t the end of the year, the
A Company operated with a

total of 1,078 employees,
a reduction of 31 from the 1982
end of year level. The.Company’s
Affirmative Action 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 5
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 (IBEW). 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 a2 “bonus”
Employee Suggestion Program—
“Electric Ideas.”

El Paso Electric is dedicated
to providing an enriching
and satisfying place for its
employees to work.

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.
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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
more 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.

190,428

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
year-end, 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
carly 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

197,800

186,388

180,922

175,311

9
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Number of Customers (All Classes)

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’
attitudes and opinions. The results
will help 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.
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Look To The
Future

hile the Company does
W not compete with any

other electric utility in the
service area, competition among
utilities across the country is
increasing. Utilities seek to attract
large industries to their service
area in order to spread capital
costs over a larger base. Such
efforts benefit all customers by
helping to lower the unit price
and stabilizing the cost
of electricity.

El Paso Electric is also engaged
in a number of efforts to increase
the use of electricity in an
efficient manner. These include
working with the Chambers of
Commerce, Industrial Develop-
ment Corporations and cities to
promote a planned growth in the
area. Also under consideration are
a variety of alternatives for
developing an innovative pricing
structure which would improve
the overall load factor. These
include implementing time-of-day
rates, off-peak rates and special
nighttime rates. Additionally, the
Company’s Subsidiary, Franklin,
has positioned itself to help new
industry with financial assistance

when needed. This assistance
includes such efforts as a
purchase and leaseback arrange-
ment for buildings and new
equipment, and when appro-
priate, providing equity funds.

Off-System Purchases
and Sales

The Company has continued
to make off-system purchases
when the price of buying
electricity is less than the cost of
generating locally.

During the past 10 years, a
strong transmission system has
been constructed to inter-tie
El Paso Electric with other utilities
across the western United States.
These transmission ties have
allowed the Company to buy or
sell economy energy in the
“spot” market. A-decision to
purchase energy from off-system
hydroelectric, coal and nuclear
plants may be made daily by the
Company’s System Controllers.

The results of the off-system
purchase program during 1983
indicated much success. More
than $22 million was saved,
alleviating part of the effects of

El Paso Electric’s long term
goal is to provide the most
reliable service to its
customers at the most
reasonable cost.

inflation in the price of electricity
for our customers.

Palo Verde

Construction activities at the
Palo Verde Station continued to
progress during 1983, and by year
end, Units Nos. 1, 2 and 3 were
approximately 99.5 percent, 98.7
percent and 83.2 percent
complete, respectively.

Problems were encountered
during testing of the operating
systems at Unit No. 1 in July
1983, resulting in a six-month
delay for each Unit’s scheduled
fuel loading and commercial
operation date. As a result of this
delay and other factors, the
estimated total costs of the
Company’s 15.8 percent interest
in the Station were increased
from ?proximately $1.2 billion
to $1.4 billion.

Steps are being taken to
resolve the problems at Unit No.
1, and, as of this writing,
corrective action has been
decided and modifications are in
progress to the safety injection
system pumps which could not
be completed as quickly as

3,728,022 3 6og 872 3,751,771
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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

16

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' Club,
Junior Achievement, Chamber of
Commerce, Explorers' Post, 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 will provide 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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President and Chairman of Honorary Chairman of the Board Interim Director of Radford School
the Board (9). of the Company, Investments (43). (private college preparatory
school) (5).
Tad R. Smith, Wilfred E. Binns, Robert H. Cutler,*
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Tom C. Simpson,
Mesilla Valley Farmer (1).

H. M. Daugherty, Jr.,
Chairman of the Board and
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Leonard A. Goodman, Jr.,

Chartered Life Underwriter/
General Agent, John Hancock
Companies (5).

Ben L. Ivey,

Officers of the
Company

Evern R, Wall,
President and Chairman of
the Board (26).
Billye E. Bostic,
Executive Vice President (36).
Rolland E. York,
Senior Vice President (33).
Lawrence M. Downum, Jr.,
Vice President (23).
Donald G. Isbell,
Vice President (19).
Charles Mais,
Vice President (29).
Ignacio R. Troncoso,
Vice President (14).
Ralph G. Crocker,
Assistant to the President (44).
William J. Johnson,
Controller (6).
Theta S. Fields,
Secretary (33).
William W. Royer,
Treasurer and
General Counsel (3).
Robert N. Hackett,
Assistant Vice President (13).
Robert L. Corbin,
Assistant Treasurer &
Assistant Secretary (35).
Richard E. Farlow
Assistant Treasurer (35).
Cecelia R. Shea,
Assistant Secretary (26).

Years of service ().

*Members of the Executive
Committee.

19




1983 Financial Information

Management’s Discussion and Analysis of
Financial Condition and Results of Operations

Liquidity

Liquidity is a measure of a business’ ability to
provide cash from capital resources for normal
operations and for expansion of its facilities necessary
1o 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 far 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 fundsused .  (30,684) __ (43,530) (4,596)

Expenditures for
utility plant and
other plant ...... $199,225 _$182,704 _$§170,211

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

20
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construction and planned for future years. The
Company’s wholly-owned subsidiary, Franklin Land
& 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
pollution 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
850,000,000 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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Management’s Discussion and Analysis of Financial
Condition and Results of Operations (Continued)

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 will be approximately $52,000,000 and that
the office building conversion will be completed in
September 1984 and that the hotel renovation project
will be 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 of pollution 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 o vevererinrannnanannns $32,143 $ 2,238
New Mexico . vvvveernnnnnnnnn 5,470 2,258
FERC ....ciiiiiiiiinnnnnnns (544) 1,487
Volume .......civiiiniiainnns 4,575 (239)
Fuel: 41,644 5,744
Recovery of fuel and purchased and
interchanged power cost and other . (10,249) _14,339

Total ..vvviviiiniennenennn $31,395 $20,083

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.

El Paso Electric Company and Subsidiary

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 1983 1982

Interchanged Power Expense over 1982 over 1981
Fuel:
Volume and average cost of fuel . . $(17,468) $ (8,850)
Other ...vvvvivvnrenrnnnans (947) —
(18,415) _(8:850)
Purchased and interchanged power:
VOIUME ..vvivenrnncennnnns 14,139 18,807
COSL v vvieernnnsenannnnnnns (6,842) _ 6,024
7,297 24,831
Total .. ....iiiiiiiananen $(11,118) 815,981

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 gcneratlon
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 1983 1982
over 1982 over 1981
Employee pensions and benefits . . $5,853 § 802
Other ..ovvvvvvennnnnnnannnn 2,902 _ 3,796
Total .....cvveieviiannnn $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.
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Management’s Discussion and Analysis of Financial
Condition and Results of Operations (Continued)

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

1983 1982
over 1982 over 1981
Federal income taxes current . ...... $ 7,795 & (235)

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

(7,097) 6,405

tax credit, net )
of amortization ......cvevvenenn. 13,379 (11,439)
Total .....ovevenrernaenet.. $14,077 $(5,269)

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.

Allowance for Funds Used During Construction

1983 1982
over 1982 over 1981
Cumulative expenditures ......... $25,356 $23,511
Change due to CWIP included
inratebase ......viiieinninnn (19,963) —
4 o] v | $ 5,393 $23,511

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-cash nature of AFUDC.
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Interest and Net Investment Income

1983 1982

over 1982 over 1981

Interestincome ................. $ (2,509) 81,286
Net investment income ....ovvu... 2,167 501
Total ...iviiiiiiirier i $ (342) 81,787

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 Long-Term Obligations $12,506 _89,365

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

1983 1982
over 1982 over 1981

Other Interest Expense .......... $(7,117) _ 81,744

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 Inflation

Information required with respect to the effects
of inflation is included on pages 41 through 43 of
this report.
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Market for the Registrant’s Common Equity
and Related Stockholder Matters

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:

Bid Quotation
High Low
1982
FirstQuarter . . ..ovvveenvnnn 11-1/8 10
Second Quarter (through May 31) 11-5/8 10-172

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
High Low

1982

Second Quarter (beginning June 1) 11 10-1/2
ThirdQuarter . . ..o veeevvvnean 12-1/8 10-3/8
FourthQuarter . ............. 12-5/8 11-1/8
1983

FirstQuarter . ... covvvnvnenss 14-1/8 12
Second Quarter ... .. .iieuann 15-3/8 12-3/4
ThirdQuarter . ......ovvnvnn. 14-3/8 13-1/4
FourthQuarter .............. 15-3/4 13-1/8

El Paso Electric. Company and Subsidiary

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

Dividends

1982

FirstQuarter ..o venn i, $0.32
Second Quarter ... .. s e 0.32
Third QUarter ... ovvei i ieen it earerenenes 0.335
FourthQuarter ...........cciiiiiiiiirnanns 0.335
1983

First QUAmter .. oo vvn v escennanararnnsnns 0.335
Second QUAtEr .......ccirrriiinaneraaans 0.335
ThirdQuarter . .....cit ittt iiee it anan 0.35
Fourth Quarer ......vvvvnvervinanrnnsienss 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 will depend upon earnings, cash flow, the
financial condition of the Company and other factors.
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Consolidated Balance Sheets

ASSETS

Utility plant:
Electric plant in SCIVICE ..o v vt vt it et ittt i it a i a e e et
Less accumulated depreciationand amortization . .. ..o .o i i s

NCt Plant N SCIVICE. + v o vt it ettt it e etanansataresananeasitstansnnns
Construction WOrK iN PrOGreSss . oo v vt cvn e i e rntnnreesrnansssatanssarsesasnns
Held for fUtUICUSC & v v vt e et se e e iaastesneenunssantsnssossantonesnnnnnnas

Netutility plant ... oo v it i i ittt et et s

Nonutility property, at cost net of accumulated depreciation of
$569,000 and $428,000, 1eSPECHVEIY « . oot vvvnesvnnreiereasrornsinsaerannens

INVESMICIILS . . vt vt v v v nseeenossasoeoneasesossssssasnssssatoscsanssnans

Current assets:

Cash and temporary INVESUMENS . ..ot v tenearitvenerorasnnasaransssosaenens
Accounts receivable, principally trade (less allowance for doubtful

accounts of $548,000 and $450,000, respectively) .. ..o oi it i it
Federal income taxesrefundable . ..o v v i it et i it e e e
Inventories:

Materials and Supplies . .. oo v it i ittt i i i et s e

T T T
PrePayments ... oiiit it iiiiniinc et ansenenaosasatsnatassassocnasrannnas
1 1 5T

TOtAl CULTCNLASSCLS + v« v v v e s tn v snnevaennsnasaasansensonsenssssanenss
Deferred chargesand otherassets .. ....o.coiiiiiverenninrnenasacsrsesanass

TOtAl ASSCLS . v oo v e vvveensnntsannesnesasssasacarsonssssnsssssoanss

See accompanying notes to consolidated financial statements.
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December 31,

1983

1982

(In thousands)

$ 367,847 8§ 354,036
114,887 102,985
252,960 251,051
969,541 747,551

7,927 7,927

1,230,428 1,006,529
13,360 9214
43,996 45,219
42,903 9,482
31,737 25,051

2,698 2,694
4,997 5,152
9,159 12,161
3,610 3,082
3,327 1,525
98,431 59,147
7,068 12,517
$1,393,283 $1,132,626

- .



& © ‘ - ‘

3

1983 Financial Information El Paso Electric Company and Subsidiary
Consolidated Balance Sheets

CAPITALIZATION AND LIABILITIES

December 31,
1983 1982
o~ (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 .. ............ $ 296,650 $ 279,276
Retained @arnings .« . vvvviin ittt i ieta ittt i et e 141,244 106,141
CommON StOCK CQUILY . v v ot ittt tee it e e e tenarnsnnretenensarannnes 437,894 385,417

Preferred stock, cumulative, no par value, 2,000,000 shares authorized:
Redemption required, issued and outstanding 884,000 and

638,000 Shares, 1eSPCCVEY . . v vttt it te it enecne it e nrnnennennsans 88,400 63,800
Redemption not required, issued and outstanding 190,000 shares . ........c.vvvun. . 18,873 18,873
Long-term obligations . .........cooviiiiiiiiii TR 503,163 400,149
Total CapitaliZAtion . ... v vvvi ettt e eanrenriaar et te e e e, 1,048,330 868,239
Current liabilities:
Current portion of long-term obligations . .. ... oo r ittt s et 31,724 7,712
Pollution control bonds . ... cii ittt ettt ittt i ettt 32,011 —
NOtes payable DanKs ... .vviiiinn it et itarnnenstacentanearsttaneanennens 8,509 8,236
NOCS Payable Other & v oottt i e ettt ittt a st e 25,195 20,257
COMMETCHAl PAPCL + v vttt vttt ee et ee s tanesasannsonerenersessassonneesnsenes 47,350 66,140
Fuel purchase commitment . ..... ...ttt iiiiiiiiiiernarrneeriasnarnnnnnas 9,075 12,082
Accounts payable, principally trade .. ... i i i i e e e e 10,114 12,444
B D B0 T 1T ¢ 13,039 8,558
INECIESE ACCIUCH & v v vttt ettt it teee ettt ee et ateteasusesratesrasasnsannans 10,374 11,008
0 1T 11,234 4,724
Total current Habilities + v v vt vt i ittt ettt cnrnerarenearnoennarnsnns 198,625 151,161
Deferred credits and other liabilities:
Accumulated deferred Federal inCoOmME taXeS « v v vt i i e eriearenrnrnennenrananans 84,268 65,848
Accumulated deferred investment tax credit . ... oo i o e 57,985 43,545
10 1 1<) o 4,075 3,833
Total deferred credits and other liabilities . ... oo o in i it ie i i i e een s 146,328 113,226
Commitments and contingencies
Total capitalization and liabilities ... ........cvviiii ittt $1,393,283 81,132,626

See accompanying notes to consolidated financial statcments.
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1983 Financial Information

Consolidated Statements of Income

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

Operating revVeNUES . . ..o vt ivvinrtartorensenrnasastestonaanns

Operating expenses:
Operations:
31 1<)
Purchased and interchanged power .......vvivieiinnenennnnn
Other
Maintenance
Depreciation and amortization .. ....c.oviin it i
Taxes:
Federal inCOME, CUMICNL « oot v a v et ieerennrraacnraarsanasssns
Federal income, deferred . ..o vvr v et iinnieeniineanannnnss
Charge equivalent to investment tax credit,
Net Of AMOTUZAON . ..o v i v et it i i snieansnnceacnnsnnnnn
Other ;

Operating income ........coiiiiierrinrnrii et iiiiioiiaranns

Other income (deductions):
Allowance for equity funds used during construction ................
Interest and net investment iNCOME .. ... vveveri et vitaaraararenns
Other, NEt Of CXPCNSES « + v v vt v vt vstasarosansnenrcsrasssonssss
Federal income taxes applicabletootherincome . . ..o vvv v vieven e

Income before interestcharges . ......oviiiveiiinran o

Interest charges (credits):
Interest on long-termobligations . ... ... i i e
Other INEEIEST . oo v vt i v n e sennatstrasonsrarsssnassnsnnsans
Other interest capitalized . ....ovivvvi i e
Allowance for borrowed funds used during construction .............

NetIncome . ... .. iiiiiviiiineraateeesonsaarinsnaasnnsasnsan
Preferred stock dividend requirements . ........... .oty

Net income applicable to commonstock . .......coiiieinniann.

Net income per share of common stock, (based on weighted average
number of shares outstanding during the period) ........... oot

Dividends declared per share of commonstock ..................

Weighted average number of common shares outstanding .. .......

Sce accompanying notes to consolidated financial statements.

El Paso Electric Company and Subsidiary

1983 1982 1981
(In thousands)
$302,443 271,048 $ 250,965
80,883 99,298 108,148
34,679 27,382 2,551
42,466 33,711 29,113
11,736 10,323 10,087
11,740 10,906 10,508
11,251 3,456 3,691
12,313 19,410 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) (1,065)
46,014 39,609 24,155
112,220 90,225 74,440
49,272 36,766 27,401
8,845 15,962 14,218
(723) 437) (1,498)
(32,435) (32,954) (22,378)
24,959 19,337 17,743
87,261 70,888 56,697
8,501 7,075 7,118
$ 78,760 63,813 8§ 49,579
$2.48 $2.30 $2.23
$1.37 $1.31 $1.25
31,765,021 27,762,457 22,250,664
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1983 Financial Information

Consolidated Statements of Retained Earnings

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

Retained earnings at beginningofyear .................. e
Add:
0 g 1 T o 1 1 T

Deduct:
Cash dividends:
Preferred StOCK ... vviii ittt ittt ettt it e
ComMMON SIOCK ...ttt ittt it ittt teanrenenceennnenns

See accompanying notes to consolidated financial statements.

El Paso Electric Company and Subsidiary

1983 1982 1981
(In thousands)

$106,141 $ 79,602 $ 59,383
87,261 70,888 56,697
193,402 150,490 116,080
8,501 7,075 7,118
43,516 36,890 28,448
141 ‘ 384 912
52,158 44,349 36,478
$141,244 $106,141 $ 79,602
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1983 Financial Information El Paso Electric Company and Subsidiary

Consolidated Statements of Sources of Funds
Invested in Utility Plant and Other Plant

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

(In thousands)

Funds provided from operations:

NetINCOME ..ttt ii ittt s tssasnsneasseacaarsarsosnonnans $ 87,261 $ 70,888 $ 56,697

Principal items not requiring current funds:
Depreciation and amOrtization - . ... vveveer e ieniaretararaanans 11,740 10,906 10,508
Deferred Federal iInCOMEEAXCS, NCL v v v v v vt v v e e v v nerannacenaens 22,143 23,121 12,979
Investment tax credit, NCt + oo v v vt it i i i in s e rn et e aanns 14,440 1,062 12,492
Allowance for equity funds used during construction .............. (41,660) (35,748) (22,813)
L 11! 691 570 713
Funds provided from Operations « . .« v v veevvneerrennnnneeeanns 94,615 70,799 70,576

Lessdividends «.ociniii it iii e e s 52,017 43,965 35,566

Funds provided from operations—reinvested ... ovovv e i 42,598 20,834 35,010

Funds provided from financing:
Sales of securities:

COMMON StOCK & v . v vttt vin et iernonransaoorasnsenensnenss 17,374 69,128 47,845
Preferred SIOCK ... vvit ittt i it ittt innaan 25,000 — -
First mortgage bonds ... vuvviveieeniineennneenarsnnesnnnnns - 60,000 40,000
Secured PromISSOLY NOES . oo vvvveeenrn v roeensnssonsosensss 84,094 75,000 -
Pollution control obligations, net of amounts
Ondeposit With truStee . ...t iv it ce i et it e e anararanns 57,515 8,108 4,943
Unsecured promissory notes ...... et aieaeae e eae e, —_ 13,685 2,434
Other long-term obligations . ........ccvtiieiiiinrinrnernnnns 1,241 1,259 1,967
Transfer of long-term obligations to
short-term oblgations . ... .vvviiiiiririiiiiiiia i (31,724) (7,712) (1,736)
Redemption of long-termobligations .......vcviiinicnnenreannns (8,233) (304) —
Redemption of preferred StocK . .. oo e e ininseneasenannnnnsn (400) 400) (400)
Net increase (decrease) in short-term obhganons ................... 42,444 (19,364) 44,744
Net funds provided from financing . ......coovevniiiiinnenann. 187,311 199,400 139,797
Other funds provided (used):
Subsidiary INVESUMENS ..t ovvirrnnrneenernnensenesnnenssanens 4,376) (40,567) (8,480)
Net (increase) decrease in working capital other'than
short-term obligations, principally cash and temporary investments . . . . (34,264) 7,034 (2,494)
Earnest money deposits (refund) ... ..o iiiiiiiiii i — (3,500) 3,500
Sale of nuclear fuel and Other property .. ..vvvvvverienrnrnosenses — —_ 5,660
Net change in deferred acCounts . ..o vt eve it rnnvneenroreorsaeens 5,608 (6,453) (3,216)
OhEr, NEt v v ettt eneerereennnnsoseerannsnesesensonnannsnes 2,348 (44) 434
Netotherfundsused ... ...viitiiiiinitinenrneenrannenseanas (30.684) (43.530) (4,596)
Expenditures for utility plantand otherplant . .................. 199,225 182,704 170,211
Allowance for equity funds used during construction ................ 41,660 35,748 22,813
Funds invested in utility plantandotherplant ................... $240,885 $218,452 $193,024

*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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1983 Financial Information

Notes to Consolidated Financial Statements

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).

Reclassification

Certain immaterial amounts in the consolidated
financial statements for 1982 and 1981 have been
reclassified to be consistent with classifications in 1983.

Principles of Consolidation

The consolidated financial statements include
El Paso Electric Company and its wholly-owned
subsidiary, Franklin Land & Resources, Inc. (the
“Subsidiary”’). All intercompany balances and
significant intercompany transactions have been
eliminated in consolidation.

Utility Plant

Utility plant is stated at original cost. The
Company provides for depreciation on a straight-line
basis at annual rates which will amortize the
undepreciated 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 utility plant
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 2 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 utility plant 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 utility plant in the
form of increased revenues as a result of higher

El Paso Electric Company and Subsidiary

depreciation expense.

The amount of AFUDC is determined by applying
an accrual rate to the balance of certain utility plant
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
utility plant 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 