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SALT RIVER PROJECT ELECTRIC SYSTEM REVENUE BONDS,
2023 SERIES B

Serial Bonds

Maturity Principal Interest CUSIP
(January 1) Amount Rate Yield Number!
2043" $33,765,000 5.000% 4.180% 79574CFNS
2044" 26,150,000 5.000 4.240% 79574CFP3

$ 247,390,000 5.000% Term Bonds due January 1, 2048" Price 104.351% Yield 4.460% CUSIP 79574CFQ1

$ 342,695,000 5.250% Term Bonds due January 1, 2053" Price 106.201% Yield 4.480% CUSIP 79574CFR9

* Priced at the stated yield to the first optional redemption date of January 1, 2034.

I CUSIP is a registered trademark of the American Bankers Association. CUSIP data herein is provided by CUSIP Global Services
(“CGS”) which is managed on behalf of the American Bankers Association by FactSet Research Systems Inc. This data is not
intended to create a database and does not serve in any way as a substitute for the CGS database. CUSIP numbers are provided
for convenience of reference only. None of the District, the Underwriters or their agents or counsel assume responsibility for the
accuracy of such numbers. The CUSIP number for a specific maturity is subject to being changed after the issuance of the
respective 2023 Series B Bonds.
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This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy the 2023 Series
B Bonds described herein in any jurisdiction to any person to whom it is unlawful to make such an offer. No
dealer, broker, salesman or other person has been authorized by the District or the Underwriters to give any
information or to make any representations with respect to the 2023 Series B Bonds other than those contained
in this Official Statement and, if given or made, such other information or representations must not be relied
upon as having been authorized by the District or the Underwriters.

The information set forth herein has been furnished by the District and other sources which are believed to be
reliable. The information and expressions of opinion contained herein are subject to change without notice and neither
the delivery of this Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in the affairs of the District or the Electric System since the date hereof.

THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES
COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE FOREGOING AUTHORITIES
HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS OFFICIAL
STATEMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

THE UNDERWRITERS MAY OFFER AND SELL THE OFFERED BONDS TO CERTAIN DEALERS AT
PRICES LOWER THAN THE PUBLIC OFFERING PRICES STATED ON THE COVER PAGE HEREOF, AND
SAID PUBLIC OFFERING PRICES MAY BE CHANGED FROM TIME TO TIME BY THE UNDERWRITERS.

This Official Statement contains forward-looking statements within the meaning of the federal securities laws.
Such statements are based on currently available information, expectations, estimates, assumptions and projections,
and management’s judgment about the power utility industry and general economic conditions. Words such as expects,
intends, plans, believes, estimates, anticipates or variations of such words or similar expressions are intended to
identify forward-looking statements. The forward-looking statements are not guarantees of future performance. Actual
results may vary materially from what is contained in a forward-looking statement. Factors that may cause a result
different from those expected or anticipated include, among other things, new legislation, increases in suppliers’
prices, particularly prices for fuel in connection with the operation of the Electric System, changes in environmental
compliance requirements, acquisitions, changes in customer power use patterns, natural disasters and the impact of
weather on operating results. The District assumes no obligation to provide public updates of forward-looking
statements.

The Underwriters have provided the following sentence for inclusion in this Official Statement: The
Underwriters have reviewed the information in this Official Statement in accordance with, and as part of, their
responsibilities to investors under the federal securities laws as they apply to the facts and circumstances of this
transaction, but the Underwriters do not guarantee the accuracy or completeness of such information.

References to website addresses herein are for informational purposes only and may be in the form of a hyperlink
solely for the reader’s convenience. Unless specified otherwise, such websites and the information or links contained
therein are not incorporated into and are not a part of this Official Statement.



SUMMARY STATEMENT

THIS SUMMARY STATEMENT IS SUBJECT IN ALL RESPECTS TO THE MORE COMPLETE
INFORMATION CONTAINED IN THIS OFFICIAL STATEMENT AND SHOULD NOT BE CONSIDERED
A COMPLETE STATEMENT OF THE FACTS MATERIAL TO MAKING AN INVESTMENT DECISION.
THE OFFERING OF THE 2023 SERIES B BONDS TO POTENTIAL INVESTORS IS MADE ONLY BY
MEANS OF THE ENTIRE OFFICIAL STATEMENT. CERTAIN TERMS USED HEREIN ARE DEFINED
IN THIS OFFICIAL STATEMENT.

District: The District is an agricultural improvement district, organized
under the laws of the State of Arizona, which provides electric
service in a 2,900 square-mile service territory in parts of
Maricopa, Gila and Pinal Counties in Arizona, plus mine loads in
an adjacent 2,400 square-mile area in Gila and Pinal Counties.

The 2023 Series B Bonds: The 2023 Series B Bonds are being offered in the principal amount
per maturity and bearing interest at the rates set forth on the inside
cover page of this Official Statement. The 2023 Series B Bonds are
authorized pursuant to the Constitution and laws of the State of
Arizona and in particular Title 48, Chapter 17, Article 7, Arizona
Revised Statutes (the “Act”) and the hereinafter defined
Resolution.

The 2023 Series B Bonds are subject to mandatory sinking fund
redemption and/or optional redemption as described herein. See
“THE 2023 SERIES B BONDS — Redemption” herein.

Purpose of the 2023 Series B Bonds: The 2023 Series B Bonds are being issued to finance capital
improvements to the Electric System pursuant to the District’s
Capital Improvement Program. See “THE CAPITAL
IMPROVEMENT PROGRAM,” “PLAN OF FINANCE” and
“SOURCES AND USES OF FUNDS” herein.

Security for the 2023 Series B Bonds: The District has covenanted in the Resolution not to issue any
bonds or other obligations or create any additional indebtedness,
which will have priority over the charge and lien on the Revenues
pledged to the Revenue Bonds, except for United States
Government Loans hereafter incurred. The District currently has
no United States Government Loans outstanding.

The District has covenanted in the Resolution to maintain the Debt
Reserve Account at the Debt Reserve Requirement. As of April 30,
2023, the balance in the Debt Reserve Account was approximately
$81 million, which exceeded the Debt Reserve Requirement. Upon
the issuance of the 2023 Series B Bonds, the Debt Reserve Account
will continue to exceed the Debt Reserve Requirement.

The District has covenanted in the Resolution that, among other
things, it will at all times maintain rates, fees or charges sufficient
for the payment of Operating Expenses of the District and the
payment of Debt Service on all Revenue Bonds.

The financial statements of the District and the Salt River Valley
Water Users’ Association (the “Association”) (together “SRP”) are
presented on a combined basis due to the relationship between the
two. The District’s electric revenues support the operations of the
water and irrigation system. See “THE DISTRICT — General” and



Outstanding Indebtedness:

Limitation on Additional Indebtedness:

Authority to Set Electric Prices:

Service Area:

Transmission and Distribution Facilities:

“— History” for a further discussion of the relationship between
the District and the Association.

The 2023 Series B Bonds do not constitute general obligations of
the District or obligations of the State of Arizona, and no holder of
any of the 2023 Series B Bonds has the right to compel the exercise
of the taxing powers of the District to pay the 2023 Series B Bonds
or the interest thereon. See “SECURITY FOR 2023 SERIES B
BONDS” herein.

As of April 30, 2023, the District had a total of $4,654,110,000 in
outstanding debt, computed without deducting/adding the
unamortized  bond  discount/premium, consisting  of
$4,329,110,000 in Revenue Bonds and general fund debt of
$325,000,000, consisting of $50,000,000 in promissory notes sold
in the tax-exempt commercial paper market and $275,000,000 in
promissory notes sold in the taxable commercial paper market. The
promissory notes and revolving credit agreement obligations are
payable from the District’s general funds and are not secured by a
lien on Revenues of the Electric System. The District does not have
any outstanding loans under any of its revolving credit agreements
at this time. The District has also agreed to issue its $277,930,000
Electric System Revenue Bonds, 2025 Series A on March 3, 2025,
the proceeds of which will be used to refund $300,000,000 of the
District’s Electric System Revenue Bonds, 2015 Series A. See
“SELECTED OPERATIONAL AND FINANCIAL DATA —
Additional Financial Matters” herein.

The District is authorized to issue parity Revenue Bonds upon
compliance with the provisions of the Resolution. See “Appendix
B — Summary of the Resolution” attached hereto. The District
may also issue at any time, or from time to time, evidences of
indebtedness, which are payable out of Revenues and which may
be secured by a pledge of Revenues, provided, however, that such
pledge shall be, and shall be expressed to be, subordinate in all
respects to the pledge of the Revenues created by the Resolution.

Under Arizona law, the District is authorized to set electric rates
(“prices”). Although the Articles of Incorporation of the
Association provide that the Secretary of the Interior may revise
such prices, the Secretary of the Interior has never requested any
such revision. See “ELECTRIC PRICES” herein.

The District’s service area includes the major populated sections
of Maricopa County, as well as portions of Pinal and Gila Counties.
The District serves approximately half of the population living in
the Phoenix-Mesa-Scottsdale Metropolitan Statistical Area
(“Phoenix MSA”) and reached a total peak load of approximately
7,691 MW in fiscal year 2023. See “TABLE 8 — Historical
Operating Statistics” herein. Approximately 45% of fiscal year
2023 retail electric revenues were received from residential
customers. See “TABLE 7 — Customer Accounts, Sales and
Revenues Fiscal Year Ended April 30, 2023 herein.

The District owns transmission and distribution systems to deliver

electricity. These systems include both overhead and underground
lines with voltage levels ranging from 12kV to 500kV. In addition,

il



Power Supply Resources:

Continuing Disclosure:

the District also has acquired rights on transmission systems owned
by others. See “THE ELECTRIC SYSTEM — Existing and Future
Resources” herein.

The District’s power supply resources are diversified and include
generating facilities owned solely by the District, generating
facilities in which the District has an ownership interest, and
various power purchase contracts. See “THE ELECTRIC
SYSTEM — Existing and Future Resources” herein.

The District has covenanted to provide certain financial
information and operating data relating to the Electric System and
to provide notices of certain occurrences of certain enumerated
events pursuant to the Continuing Disclosure Agreement. See
“CONTINUING DISCLOSURE” herein and “Appendix D —
Form of Continuing Disclosure Agreement” attached hereto.

(The balance of this page intentionally left blank)

il



TABLE OF CONTENTS

Page
SUMMARY STATEMENT I
INTRODUCTION 1
(€325 002127 SRR 1
AUTHORIZATION ....uvvvviieeeeeeeeieeeeeeeeeeeeetaaeeeeeeeeeeaaaeeeeeeseeasaareeeeesseassaaaeeeeeesaasaaaeeseesseansaasesesesseanaessseseessasssasaseeesssennsnres 1
PLAN OF FINANCE 1
THE 2023 SERIES B BONDS 1
GENERAL.....oceiiiittttreeeee et eeeiaeeeeeeeeeeeeaaeeeeeeeeesettaaseeeeeeeaasaaasaaeeeeeeasassaaeseeseaasssaseeeeeeasastsassseeeeeaassassseeeeesanaasseeseeeeennseres 1
BOOK-ENTRY-ONLY SYSTEM.......ccettttttttteeeeeeiiitureeeeeeeieiireeeeeeeeeeetisreeeseeeeasiisssesessessosssseseseessseisssssseessessissssseeseenssssnes 2
REDEMPTION .....uuuttitiiiieeieeiite et e e e e eeeett et e e e e e et etaaeeeeeeeeeeetaraaaeeeeeeeeasaaaeeeeeeesasssseaeeeeeaeasssseaeeeeeaasssssaaeeeeeeassssaeeeeeeennnrres 2
REGISTRATION AND TRANSFER UPON DISCONTINUATION OF BOOK-ENTRY-ONLY SYSTEM ...cuvvviiiiiiiiiieeeeeeeeeeeennnns 3
SOURCES AND USES OF FUNDS 3
SECURITY FOR 2023 SERIES B BONDS 4
(€325 02127 SRR 4
DEBT RESERVE ACCOUNT ...uvvvtiiieieiettteeteeeeeeeetieeteeeeeeeessaaeeseeeessssassesssesseasasasseeesseasssassesesesssasssssesesesssssssaseseeesssennnees 4
RATE COVENANT ...oviiiiet ettt e eeeeee et e e e e eeeataeeeeeeeeeeaaaeeeeeeeseasaaaeeeseeseasaaaaseeeeesasaataaseeeeeesaasaasseeseessansaseeeeesssannnrres 4
LIMITATIONS ON ADDITIONAL INDEBTEDNESS .......uvvttiiiutteeiiteeeeeitreeeenereesisesesesssesssesresssnsssesssssessssssssessnesesssssesesnns 4
SUBORDINATED INDEBTEDNESS .....uvvviieeieiiittereeeeeeeiiisereeeeeeeeaissseesseeeensissesssesssmmissesssessssmmssssssssesemmsisssssssssssmmsssssees 5
OTHER COVENANTS ....coiiiiitttteteeeeeeiiitterteeeeeeteitareeeeeeeaasaaseseeeeeaastareseseeseasttrartseeeeaaastssssseeeeeansssssseeeessnsisasseseeseennnsres 5
THE DISTRICT 5
GENERAL......cceeiieitttteeee e et eeeiteeeeeeeeeeeetaaeeeeeeeeeetetaaseaeaeeeaaaassaaeeeeeaaaassaseseeeeaaaasssseeeeeeeaeasssseaeeeeeaaasssssaeeeeesentsssaseeeeennasrres 5
HISTORY coveeeee oottt ettt e e e e e e et taaaeeeeeeeeeetaaeeeeeeeeasasaaaeeeeeeeaeatssseaeeeeeaastsssaeeeeeeaanssseeeeeeeannnrres 5
ORGANIZATION, MANAGEMENT AND EMPLOYEES .....uuttiiiiiieiieiieiiee e ettt e e e e e eeenteae e e e e e e seennaaseeeseessennnsseeeesseennnnees 6
SRP LEADERSHIP TRANSITION .....uuutiiiieiiieiutterieeeeeeiitteeeeeeeeseesaasseesessaessasseesesssesssssseseessssssmnssssseessssmmnsssseeeessssmmssseeeees 6
EcoNOMIC AND CUSTOMER GROWTH IN THE DISTRICT’S SERVICE AREA ......ccoeiiiiiiiuieeieeeeeeieiiereeeeeeeeesanseeeeesssesnnnnes 7
IRRIGATION AND WATER SUPPLY SYSTEM ....uuutiuiiiiiiiiiiitieeeeeeeeeiisiteeeeeeeseesisseeeeessessissssssesssessmssssesssesssmmssssesseessssmsssnes 9
TELECOMMUNICATION FACILITIES ....vvvveiiitiieiiteeeeeeeeeeeitteeeeeeeeeseaaaeeeeeeeeesasssaseeeseessssassesssesssasassssesesssssssssssesesssnnsnnes 10
PAPAGO PARK CENTER ....uutvvviiiiiiiieieeeeee e e e eeeteeeeeeeseeeaataeeeeeseesessaaeeeesssesasssaseeeeeesessaaaeeseeessanaassessesssansaseseseesennnsnees 10
NEW WEST ENERGY CORPORATION .....cceiiiiieiutreeeeeeeeeiiitreeeeeeeeeseisaeseeeeeeesasssssseeseessnssssssssesssmsissssssessemmissssssessennsssnes 10
THE ELECTRIC SYSTEM 11
AREA SERVED .....coiiiuiiiiee e e e eeeiieeee e e et ettt e e e e e eeeetaaeeeeeeeesetasaeeeeeeeaeetaaseaeeeeeeaesasseeeeeeseenasssasaeeeeesssrsseseeeeesesseseeeeeenans 11
PROJECTED PEAK LOADS AND RESOURCES .....uuvvviiiiiiiiiireeieeeeeeeiitueeeeeeeeeeeitaaeeeeeeeeeseassseeseeeeesinssseeseseessisssseseeeensssnes 11
RESERVE TARGETS ....cciiiiiitittiiee e e eeeeiteeee e et eeeeta et e e e e eeettaaeeeeeeeesetaaaeeeeeeeeastaaeaeeeeeaettsaseeeeeeaenasssseseeeeeassreseeeeeennnnrees 13
EXISTING AND FUTURE RESOURGCES .....uuuuuuuuiuuuueuuisiuestsussnesesssssessssssssssssssssssssssessssesesssnssesssssssssssasssssanssssssssssssssssssnsnns 13
SUMMARY OF PURCHASED POWER FROM RENEWABLE ENERGY SOURCES AS OF SEPTEMBER 2023 ........ccovvuveneee... 19
SUSTAINABILITY GOALS & RELATED PROGRAMS .....uvvviiiiiiiiteiieiee ettt e e e ettt eeeesemsaaseeeessssnnaaseeesesssnnnanseeeeas 23
INSURANCE AND LIABILITY MATTERS. .....cittiouttttieeeieeiitteeeeeeeeesitaeeeeeeeeesesssaseeseeesissasssessesssasiassesssessssssssssseesssmnsrsees 24
ENVIRONMENTAL MATTERS ....cciiiiiittuttttteeeieeiitteeeeeeeeeeessreeeeeseeesssassseeessesasssasseesssssssasssessesssmssssssssesssmnsssssseeessssnsrsnes 25
ELECTRIC PRICES 27
CAPITAL IMPROVEMENT PROGRAM 28
SELECTED OPERATIONAL AND FINANCIAL DATA 30
CUSTOMERS, SALES, REVENUES AND EXPENSES ......cciittttttiiiiiiiiitieeeeeeeeeeetieeeeeeeeeeeaaaeeeeeeeeesaaseseseseeesissseseseseennnsnnes 30
ADDITIONAL FINANCIAL IMATTERS .....uttttiiiieeeeeiiiteeeeeeeeeeettaeeeeeeeeeeetaaseeeeeeeeeetasseeeeeeeeesasseesseeeeeaissssseseeeeesiisssseeeseenans 32
CERTAIN FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY 37
GENERAL......c.eettiitutteeeeeeeeeetaeeeeeeeeeeetaseeeeeeeeeetaareaeseeeeeatssaseaeeeeeaesesasaaeeeeaastsssaeeeeeaaastsaseeeeeeaanassseeseeeeenssseseeeeeennissres 37
THE FEDERAL ENERGY REGULATORY COMMISSION .....ouviiiiiiiiiiitiieeieeeeeeiiuteeeeeeeesesssessesseessssassseesssssssssssseesssssnsnnes 37
STATUS OF COMPETITION IN ARIZONA .....uuuuviiiiieeieeieeeeeeeeeeeesiateeeeeeseesessseseeesssssssssseeesesssssssaseeessssssssasseseeessssnsnsseeees 38

v



TABLE OF CONTENTS

Page
ENVIRONMENTAL ....coeitiiiitieeeeeeeeeeeeeeteeeeeseeesaaeeeeeeessesassasteesssssssaaseeeessssassaasseeessssansassseeeeessannassseeeessssnsssseeeeessssnsnnens 39
WILDFIRE RISK & LIABILITY ...ceeiiiietiiteeieeeeieiiteeeeeeeeeeeaateeeeeeeeesssaeeeeseeessassssseeeseesassasssessesssasasseessessesssassseeessensssnees 48
(04232 28 2101 6] 21 1 1 GRS PRRRRRRRRRRN 48
INUCLEAR PLANT IMATTERS......uuuttttiiietiieiitteeeeeeeeeeetteeeeeeeeeessaaeseseeessesssaaseeesesseasassesseesssesstsssseesssesasssssseesessissrrsneeees 49
SUMMARY ...tttittee e ettt e ettt e e e e et et e e e e e e eeesaaaeeeeeeeeesataeseeeeeeaastaaseeeeseaasataaseeeseeeaasssaseseeeeeaataareeeeeeeentaareeeens 49
LITIGATION 50
ENVIRONMENTAL ISSUES ....evviiiiiiie ittt ettt e et e et e e et e e e eaae e e e emaaeeseaaeeesenseeseensaeesensaeeesenareeeenneessanreeeeas 50
WATER RIGHTS ...utvviiieiee ettt ee ettt e e e ettt e e e e e e ettt e e e e eeeeesestaaaeeeeeeeeetssaaeeeeeeaatasseaeseeeesnsraeseeeeeennnrees 50
GENERAL LITIGATION MATTERS .....uuutttiiieeieeiitteeeeeeeeeeiitreeeeeeeeesettaeeeeeeeeesesssseeeeeeeasesssseeseeeeestssssseseeeessisrssseeeeeeesisnes 51
LEGALITY OF REVENUE BONDS FOR INVESTMENT 51
UNDERWRITING 52
TAX MATTERS 53
FEDERAL INCOME TAXES .. ovviiiiteeieieeeee e eeeeeeeeeetee e e ee e eeaaeeeseataeessaaaeesesasseesassaeessssseeesanseeesasseessasaeeesansseessnaeessaraaeenas 53
STATE TAXES «.evvveieeeee ettt oottt e e e e et et e e e s eee it e et e eseeesaaaaeeeeesseaassaaeeeeesseaaataaseeeseeessssaseeeseseanntaaseseeessannsanreeeeas 53
ORIGINAL ISSUE PREMIUM .....ccoiiiiiiiiiiiiie ettt e e eeeetee e e e eeetaae e e e e e eessaaaseeeeeeesssaasaeeseesseansaasseesessesnsaseseeessennnnees 53
ANCILLARY TAX IMATTERS ...uuvvviiiieeiieitteee e e eeeeeeitaee e e e e eeesetaaeeeeeeeeeetaaseeeeeeeeeaaaaeeeeeeeeesasseeeseseeanasrereseeeeenrtreseeeeeenans 54
CHANGES IN LAW AND POST ISSUANCE EVENTS ......vviiiiiiiii ittt e et eeae s e eaaeeseenaeeeeenaneesennneeesnnneeeeas 54
APPROVAL OF LEGAL MATTERS 54
RATINGS 55
CONTINUING DISCLOSURE 55
INDEPENDENT ACCOUNTANTS 55
FINANCIAL ADVISOR 55
OTHER AVAILABLE INFORMATION 55
MISCELLANEOUS 56
APPENDIX A — REPORT OF INDEPENDENT AUDITORS AND COMBINED FINANCIAL
STATEMENTS A-1
APPENDIX B— SUMMARY OF THE RESOLUTION B-1
APPENDIX C — FORMS OF BOND OPINIONS AND SPECIAL TAX COUNSEL OPINIONS.....cccceeeunee C-1
APPENDIX D — FORM OF CONTINUING DISCLOSURE AGREEMENT D-1
APPENDIX E — BOOK-ENTRY-ONLY SYSTEM E-1
APPENDIX F — 2035 SUSTAINABILITY GOALS F-1
APPENDIX G — CUSTOMER AND COMMUNITY PROGRAMS G-1




(This page intentionally left blank)



SALT RIVER PROJECT AGRICULTURAL
IMPROVEMENT AND POWER DISTRICT, ARIZONA

OFFICIAL STATEMENT
RELATING TO

$650,000,000
SALT RIVER PROJECT ELECTRIC SYSTEM REVENUE BONDS, 2023 SERIES B

INTRODUCTION

General

The purpose of this Official Statement, which includes the cover page and the Appendices hereto, is to furnish
certain information with respect to the Salt River Project Agricultural Improvement and Power District (the
“District”) and its Salt River Project Electric System Revenue Bonds, 2023 Series B (the “2023 Series B Bonds™) to
be issued by the District. The mailing address of the District’s administrative offices is The Office of the Secretary,
PAB315, Post Office Box 52025, Phoenix, Arizona 85072-2025 (telephone number 602-236-5900).

The following material is qualified in its entirety by the detailed information and financial statements appearing
elsewhere in this Official Statement and the Appendices hereto. Capitalized terms not defined in this introduction
have the meaning ascribed thereto herein.

Authorization

Revenue Bonds, which include the 2023 Series B Bonds, are authorized pursuant to the Constitution and laws of
the State of Arizona and, in particular, Title 48, Chapter 17, Article 7, Arizona Revised Statutes (the “Act”) and the
Amended and Restated Resolution Concerning Revenue Bonds, dated as of September 10, 2001, which became
effective January 11, 2003, as amended and supplemented (the “Resolution”). The Act requires the prior approval of
the issuance of the Revenue Bonds by the Arizona Corporation Commission (the “ACC”). The ACC has approved
the issuance of Revenue Bonds in excess of the amount of the 2023 Series B Bonds. Prior to the delivery of the 2023
Series B Bonds, the District’s Board will have authorized the issuance of the 2023 Series B Bonds, and the District’s
Council will have ratified and confirmed the Board's action. See “THE 2023 SERIES B BONDS” herein and
“Appendix B — Summary of the Resolution” attached hereto.

PLAN OF FINANCE

A portion of the proceeds from the 2023 Series B Bonds will be used to finance capital improvements to the
Electric System pursuant to the District’s Capital Improvement Program. See “THE CAPITAL IMPROVEMENT
PROGRAM?” herein. Proceeds of the 2023 Series B Bonds also will be used to pay cost of issuing the 2023 Series
B Bonds. The 2023 Series B Bonds will be issued under the Resolution. See “Appendix B — Summary of the
Resolution” attached hereto. See “SOURCES AND USES OF FUNDS” herein.

THE 2023 SERIES B BONDS

General

The 2023 Series B Bonds will be issued in the principal amount of $650,000,000 and will be dated and bear
interest from their date of delivery. The 2023 Series B Bonds will mature on the dates and in the principal amounts,
and bear interest, payable on January 1 and July 1 of each year, commencing July 1, 2024, at the respective rates, as
shown on the inside cover page of this Official Statement. The principal of, redemption price, if any, and interest on
the 2023 Series B Bonds are payable by the Trustee, and interest thercon will be payable by check mailed by the
Trustee to the registered owner of each 2023 Series B Bond as of the immediately preceding December 15 or June
15.



Book-Entry-Only System

The 2023 Series B Bonds will be issued in fully registered form and, when issued, will be registered in the name
of Cede & Co., as nominee of DTC. DTC will act as securities depository for the 2023 Series B Bonds. Individual
purchases of interests in the 2023 Series B Bonds will be made in book-entry form only, in the principal amount of
$5,000 or any integral multiple thereof. Purchasers of such interests will not receive certificates representing their
interests in the 2023 Series B Bonds. So long as Cede & Co. is the registered owner of the 2023 Series B Bonds, the
Trustee will make payments of principal and redemption price, if any, of and interest on the 2023 Series B Bonds
directly to DTC, which will remit such principal, redemption price, if any, of and interest to the Beneficial Owners
as defined in Appendix E hereto) of the 2023 Series B Bonds, as described herein. See “Appendix E — Book-Entry-
Only System” attached hereto.

Redemption

Mandatory Sinking Fund Redemption of 2023 Series B Bonds. The 2023 Series B Bonds maturing on January
1, 2048 are subject to mandatory redemption prior to maturity, upon random selection within a maturity by the
Trustee, by operation of the Debt Service Fund to satisfy the Sinking Fund Installments required by the Resolution,
on and after January 1, 2045 at 100% of the principal amount of such 2023 Series B Bonds to be redeemed together
with accrued interest up to, but not including, the redemption date. Such Sinking Fund Installments will be sufficient
to redeem such 2023 Series B Bonds on the dates and in the principal amounts shown below.

Sinking Fund Payment Date

(January 1) Principal Amount
2045 $ 46,075,000
2046 11,130,000
2047 86,195,000
2048" 103,990,000

“Final Maturity.

The 2023 Series B Bonds maturing on January 1, 2053 are subject to mandatory redemption prior to maturity,
upon random selection within a maturity by the Trustee, by operation of the Debt Service Fund to satisfy the Sinking
Fund Installments required by the Resolution, on and after January 1, 2049 at 100% of the principal amount of such
2023 Series B Bonds to be redeemed together with accrued interest up to, but not including, the redemption date.
Such Sinking Fund Installments will be sufficient to redeem such 2023 Series B Bonds on the dates and in the
principal amounts shown below.

Sinking Fund Payment Date

(January 1) Principal Amount
2049 $ 82,230,000
2050 140,465,000
2051 40,000,000
2052 40,000,000
2053" 40,000,000

“Final Maturity.

Optional Redemption of 2023 Series B Bonds. The 2023 Series B Bonds are subject to redemption at the option
of the District prior to maturity, at any time on or after January 1, 2034, as a whole or in part by random selection by
the Trustee within a maturity with the same interest rate from maturities selected by the District, at the Redemption
Price of 100% of the principal amount of the 2023 Series B Bonds or portions thereof to be redeemed, together with
accrued interest up to but not including the redemption date.

For so long as book-entry-only system of registration is in effect with respect to the 2023 Series B Bonds, if less
than all of the 2023 Series B Bonds of a particular maturity (and, if applicable, interest rate within a maturity) is to
be redeemed, the particular Beneficial Owner(s) (as defined in Appendix E hereto) to receive payment of the
redemption price with respect to beneficial ownership interests in such 2023 Series B Bonds shall be selected by



DTC and the Direct Participants and/or the Indirect Participants (as defined in Appendix E hereto). See “Appendix
E -Book-Entry-Only System” attached hereto.

Notice of Redemption. Notice of redemption will be given to the Bondholders by mail to the registered owners
as of the date of the notice of the 2023 Series B Bonds to be redeemed, postage prepaid, not less than 25 days nor
more than 50 days prior to the redemption date. Notice having been given in the manner provided in the Resolution,
on the redemption dates so designated, the District’s 2023 Series B Bonds or portions thereof so called for redemption
shall become due and payable on such redemption date at the redemption price, plus interest accrued and unpaid to,
but not including, the redemption date.

Any notice of optional redemption given pursuant to the Resolution may state that it is conditional upon receipt
by the Trustee of monies sufficient to pay the redemption price of the 2023 Series B Bonds or upon the satisfaction
of any other condition, or that it may be rescinded upon the occurrence of any other event, and any conditional notice
so given may be rescinded at any time before payment of such redemption price if any condition so specified is not
satisfied or if any such other event occurs. Notice of such rescission shall be given by the Trustee to the registered
owners of any 2023 Series B Bonds so affected as promptly as practicable upon the failure of such condition or the
occurrence of such event. Failure to give notice of redemption by mail, or any defect in such notice, will not affect
the validity of the proceedings for the redemption of any other Electric System Revenue Bonds.

Registration and Transfer upon Discontinuation of Book-Entry-Only System

U.S. Bank Trust Company, National Association will act as bond registrar (“Bond Registrar”) and transfer and
paying agent for the 2023 Series B Bonds. If the book-entry-only system were discontinued, the following provisions
would apply. A 2023 Series B Bond may be transferred on the bond register maintained by the Bond Registrar upon
surrender of the 2023 Series B Bond at the principal corporate trust office of the Bond Registrar, accompanied by a
written instrument of transfer, in form satisfactory to the Bond Registrar, signed by the registered owner or a duly
authorized attorney for the registered owner. Upon surrender for transfer at the principal corporate trust office of the
Bond Registrar, any 2023 Series B Bonds may be exchanged for like 2023 Series B Bonds of the same aggregate
principal amount, maturity date and interest rate, of any authorized denomination. The Bond Registrar will not be
obligated to transfer or exchange any 2023 Series B Bonds during the 15 days preceding the date on which notice of
redemption of a 2023 Series B Bonds is to be mailed or any 2023 Series B Bonds that have been called for redemption
except the unredeemed portion of any 2023 Series B Bonds being redeemed in part.

SOURCES AND USES OF FUNDS

The sources and uses of funds with respect to the 2023 Series B Bonds are as follows:

Sources of Funds

Principal Amount of 2023 Series B Bonds $ 650,000,000.00
Original Issue Premium ...........cc.ccouveneeen. 35.896,256.50
Total Sources of Funds ...........ccoeeuneenee. $ 685,896,256.50
Uses of Funds
Deposit to Construction Fund................... $ 683,967,815.71
Cost of Issuance®M..........ccccoevvveeiiiienn 1,928.,440.79
Total Uses of Funds ...........cccveevvvvennnnnee. $ 685,896,256.50

M Includes Underwriters’ discount



SECURITY FOR 2023 SERIES B BONDS

General

The Revenue Bonds, including the 2023 Series B Bonds, are payable from and secured by a pledge of and lien
on Revenues. Revenues are defined in the Resolution as (i) all revenues, income, rents and receipts derived by the
District from the ownership and operation of the Electric System and the proceeds of any insurance covering business
interruption loss relating to the Electric System and (ii) interest received on any moneys or securities (other than in
the Construction Fund) held pursuant to the Resolution and paid into the Revenue Fund, but not including any such
income or receipts attributable directly or indirectly to the ownership or operation of any Separately Financed Project
and not including any federal or state grant monies the receipt of which is conditioned upon their expenditure for a
particular purpose.

In addition, the Revenue Bonds, including the 2023 Series B Bonds, are also secured by all funds held under the
Resolution (except the Rate Stabilization Fund). Such pledge created by the Resolution is subject only to the
provisions of the Resolution permitting the application of Revenues for the purposes and upon the terms and
conditions set forth in the Resolution.

The 2023 Series B Bonds will not constitute general obligations of the District or obligations of the State of
Arizona, and no holder of Revenue Bonds, including the 2023 Series B Bonds, will ever have the right to compel
any exercise of the taxing powers of the District to pay the Revenue Bonds or the interest thereon.

SRP’s financial statements are presented on a combined basis. Management believes the financial information
presented is not materially different from the presentation of the District on a stand-alone basis.

Debt Reserve Account

The Debt Reserve Account is a reserve fund for the equal benefit of all Revenue Bonds Outstanding under the
Resolution. Monies in the Debt Reserve Account (except any excess over the Debt Reserve Requirement that the
District may allocate and apply in the same manner as Revenues) will be used solely for the purpose of curing any
deficiency in the Debt Service Fund for the payment of principal, interest, or Sinking Fund Installments pursuant to
the Resolution.

In the past, the District has followed the practice of depositing moneys into the Debt Reserve Account at the time
of issuance of additional Revenue Bonds to equal the Debt Reserve Requirement. As of April 30, 2023, the balance
in the Debt Reserve Account was approximately $81 million, which exceeded the Debt Reserve Requirement. Upon
issuance of the 2023 Series B Bonds on or about November 21, 2023, the account will continue to exceed the Debt
Reserve Requirement.

Rate Covenant

The District covenants in the Resolution that it will charge and collect rates, fees and other charges for the sale
of electric power and energy and other services, facilities and commodities of the Electric System as shall be required
to provide revenues and income (including investment income) at least sufficient in each fiscal year for the payment
of the sum of (i) Operating Expenses during such fiscal year, including reserves, if any, provided therefor in the
Annual Budget for such year; (ii) an amount equal to the Aggregate Debt Service for such fiscal year; (iii) the amount,
if any, to be paid during such fiscal year into the Debt Reserve Account in the Debt Service Fund; and (iv) all other
charges or liens whatsoever payable out of revenues and income during such fiscal year and, to the extent not
otherwise provided for, all amounts payable on Subordinated Indebtedness. See “ELECTRIC PRICES” herein.

Limitations on Additional Indebtedness

The District has covenanted in the Resolution not to issue any bonds or other obligations or create any additional
indebtedness, which would have priority over the charge and lien on the Revenues pledged to the Revenue Bonds
except for U.S. Government Loans hereafter incurred. The Resolution does not restrict the amount of U.S.
Government Loans the District may incur, which would have a prior lien on Revenues. There are no outstanding U.S.
Government Loans.

The District may issue additional parity Revenue Bonds in compliance with the Resolution if, among other things,
(i) Revenues Available for Debt Service, as the same may be adjusted, of any 12 consecutive calendar months out of



the 24 calendar months next preceding the issuance of such additional Revenue Bonds are not less than 1.10 times
the maximum total Debt Service for any succeeding fiscal year on all Revenue Bonds that will be outstanding
immediately prior to the issuance of the additional Revenue Bonds, and (ii) estimated Revenues Available for Debt
Service, as the same may be adjusted, for each of the five fiscal years immediately following the issuance of such
additional Revenue Bonds are not less than 1.10 times the total Debt Service for each such respective fiscal year on
all Revenue Bonds outstanding immediately subsequent to the issuance of such additional Revenue Bonds.

Subordinated Indebtedness

The District may, at any time, or from time to time, issue evidences of indebtedness which are payable out of
Revenues and which may be secured by a pledge of Revenues provided; however, that such pledge shall be, and shall
be expressed to be, subordinate in all respects to the pledge of the Revenues, monies, securities and funds created by
the Resolution. See “Appendix B — Summary of the Resolution” attached hereto.

Other Covenants

In addition to the rate covenant described above, the Resolution includes covenants by the District with respect
to the sale and/or lease of the Electric System, the operation and maintenance of the Electric System, and certain
other matters. See “Appendix B — Summary of the Resolution” attached hereto.

THE DISTRICT

General

The District is an agricultural improvement district organized in 1937 under the laws of the State of Arizona. It
operates the Salt River Project (the “Project”), a federal reclamation project, under contracts with the Salt River
Valley Water Users’ Association (the “Association”), by which it assumed the obligations and assets of the
Association, including its obligations to the United States of America for the care, operation, and maintenance of the
Project. The District owns and operates an electric system (hereinafter described) that generates, purchases, transmits
and distributes electric power and energy, and provides electric service to residential, commercial, industrial, and
agricultural power users in a 2,900 square mile service territory in parts of Maricopa, Gila and Pinal Counties, plus
mine loads in an adjacent 2,400 square mile area in Gila and Pinal Counties. The Association operates an irrigation
system as the District’s agent.

History

The Association, predecessor of the District, was incorporated under the laws of the Territory of Arizona in
February 1903 to represent the owners and occupants of lands to be benefited by the Project, which was one of the
first projects authorized under the Federal Reclamation Act of 1902. In 1904, the Association and the United States
entered into a contract in which the United States agreed to construct and operate dams, power plants and other
facilities incident to the operation of irrigation and power works and improvements, and the Association agreed to
repay the cost thereof. Initially, the United States constructed, operated, and maintained Roosevelt Dam and Granite
Reef Dam, which diverted impounded water into a canal system to supply irrigation water to the irrigable lands
within the Project. In 1917, the Association entered into a contract with the United States to assume the care,
operation, and maintenance of the Project (the “1917 Agreement”).

On January 25, 1937, the District was formed to secure for the Project the rights, privileges and exemptions
granted to political subdivisions of the State of Arizona. Pursuant to a contract approved by the Secretary of Interior
in 1937 (the “1937 Agreement”), the Association transferred all of its right, title and interest in and to the works and
facilities of the Project to the District. The District agreed to assume the debt of the Association and to issue District
bonds to finance capital improvements. The Association agreed to continue to operate and maintain the water supply
and irrigation system and the Electric System. In 1949, the 1937 Agreement was amended to provide that the District
would assume responsibility for the construction, operation and maintenance of the Electric System and the irrigation
and water supply system. The District delegated to the Association, as agent of the District, the direct operation and
maintenance of the irrigation system of the Project.

The United States retains a paramount right or claim in the Project that arises from the original construction and
operation of certain of the Project’s electric and water facilities as a federal reclamation project. Although title to a
substantial portion of the District’s property, including those properties acquired pursuant to the 1917 Agreement,
resides in the United States, the District possesses contractual rights to the use, possession, and revenues of these
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properties through its agreement with the Association, the 1917 Agreement, subsequent contractual arrangements
with the United States, and applicable federal reclamation law. From time to time, the Department of Interior (“DOI”)
performs audits of the Project. In addition, the District seeks approval from the DOI for certain transactions such as
payments in-lieu of taxes. The District also gives the DOI the opportunity to raise any objections it may have
regarding the issuance of Revenue Bonds.

The generation and sale of electrical power and energy represent the major portion of the District’s investment
and revenues. Following a long-standing reclamation principle and the District’s enabling statutes in Arizona, a
portion of electric revenues available after the payment of Operating Expenses and Debt Service required under the
Resolution is used to provide partial support for water and irrigation operations, thereby keeping water storage,
distribution and delivery charges at reasonable levels.

Organization, Management and Employees

The District is governed by a Board of Directors (“Board”) and a Council. The Board establishes overall policy,
approves the annual budget and major contracts, approves major purchases and sales of assets, sets electric prices,
and authorizes bond issuances. The Council enacts and amends by-laws relating to the District and authorizes bond
issuances. The General Manager and Chief Executive Officer of the District has management and operational
responsibilities for the District.

The District’s Board members are elected from among the electors (landowners) for four-year terms, and consist
of the President, who is an ex officio member, and 14 other members, half being elected biennially for four-year
terms. The President and Vice President are elected at large by electors of the District. Ten of the District’s Board
members (one from each voting division), the President, and the Vice President are elected by votes weighted in
proportion to the amount of land owned by each elector. The remaining four Board members are elected at large,
with each elector (landowner) being entitled to one vote.

The District’s Council consists of 30 members. Three Council members from each of the ten voting divisions of
the District are elected biennially for four-year terms. One half of the members are elected biennially. All Council
members are elected by votes weighted in proportion to the amount of land owned by each elector.

The Association has a similar governance structure, excluding the four at-large board positions, thus having an
11-member Board of Governors as opposed to the District’s 15-member Board. The General Manager of the
Association has management and operational responsibilities for the Association.

As of October 12, 2023, District and Association employees totaled approximately 5,279, including
approximately 1,832 hourly employees represented by the International Brotherhood of Electrical Workers, Local
266 (“IBEW™), but excluding non-regular employees such as temporary employees, provisional employees, students,
and contractors. The present labor contracts will expire on November 15, 2023. The District and the IBEW are
currently engaged in negotiations for new labor contracts. The current labor contracts contain provisions that prohibit
the District’s union employees from organizing in or participating in a labor strike or work stoppage. If the parties
cannot agree on new labor contracts, any disputes or differences shall be resolved by mediation and arbitration, if
necessary. In the meantime, the District’s union employees will continue to fulfill their work commitments to the
District in accordance with the present labor contracts until such time that a new agreement is reached.

SRP Leadership Transition

Following Mike Hummel’s announced retirement from SRP, effective May 1, 2023, the Board of Directors of the
District and Association performed a comprehensive search to identify the next General Manager and Chief
Executive Officer. On March 24, 2023, the Board of Directors of the District and Association voted to select Jim
Pratt, who was then serving as Associate General Manager and Chief Customer Executive, to become SRP’s next
General Manager and Chief Executive Officer. Mr. Pratt began his SRP career in 1984 and held a wide variety of
leadership roles before being named Associate General Manager and Chief Customer Executive in 2018. Mr. Pratt
assumed his new role as General Manager and Chief Executive Officer on May 5, 2023.



Economic and Customer Growth in the District’s Service Area

The District serves approximately half of the population living in the Phoenix MSA (referred to as the “Phoenix-
Mesa-Chandler MSA” in U.S. Census Data). As the governmental and economic center of Arizona, the Phoenix
MSA possesses the largest percentage of the state’s residents, businesses, and income. It contains approximately 68%
of the state’s population, and more than two-thirds of total employment and total personal income.

The Phoenix MSA has expanded its employment base in the last several years. The local population has continued
to grow at a steady pace. The Arizona Department of Administration, Office of Employment and Population statistics,
reported that the metropolitan area added more than 773,000 people from July 2012 through July 2022, a compound
annual growth rate of approximately 1.7%. Arizona was a top three state in the United States for attracting domestic
migrants in 2020 and 2021.

Employment in the Phoenix MSA was resilient throughout the COVID-19 pandemic, with 2021 employment
growing 1.4% from the 2019 baseline. The employment base has expanded in the last several years. Professional and
business services and educational and health services combined added more than 20,300 positions in 2021, while the
manufacturing sector added 3,500 jobs.

Table 1 summarizes several key economic statistics in recent years.

TABLE 1 — Historical Growth Statistics
(Annual Averages)

Phx MSA
Phx Non-Agricultural
State of Arizona MSA Wage & Salary Phx MSA Phx MSA
Population Population Employment Residential Personal Income
Year (thousands)® (thousands)® (thousands)® Permits® (8 billions)®
6,474.9 4,266.5 1,760.5 15,967 164.7
6,546.5 4,327.8 1,811.7 18,737 169.0
6,616.0 4,389.5 1,853.1 20,341 179.5
6,701.0 4,464.4 1,915.2 22,402 190.0
6,797.0 4,547.6 1,979.8 28,583 198.8
6,884.5 4,622.2 2,040.0 29,312 210.8
6,982.2 4,703.3 2,108.5 31,343 224.6
7,082.1 4,786.3 2,180.2 35,873 242.6
7,176.4 4,864.9 2,123.3 48,219 267.3
7,285.4 4,946.5 2,220.9 50,581 288.4
7,409.2 5,040.4 2,319.2 47,267 298.3

M Arizona Department of Administration, Office of Employment and Population Statistics; numbers are estimates as of July 1% each year.

@ Arizona Department of Administration, Office of Employment and Population Statistics.

® U.S. Census Bureau, “Building Permits Survey”.

@ U.S. Bureau of Economic Analysis, "CAINC1 County and MSA personal income summary: personal income, population, per capita personal

income".

In July 2020, the -4.6% year-over-year employment decrease in the Phoenix MSA represented a net loss of 98,000
jobs compared to July 2019, due to the COVID-19 pandemic. In July 2022, employment had a net gain of 6.0% or
139,000 jobs compared to July 2019.

The Phoenix MSA’s unemployment rate was 4.2% in July 2023. Unemployment rates for the Phoenix MSA,
Arizona, and the United States are listed below:

Comparative Unemployment Rates

July 2023 July 2022 July 2021 July 2020 July 2019
Phoenix MSA®......... 4.2% 3.3% 4.7% 8.9% 4.6%
ATiZONA. .....veeeee 3.6% 3.3% 4.9% 8.6% 4.8%
United States. ........... 3.5% 3.5% 5.4% 10.2% 3.7%

Source: US Department of Labor, Bureau of Labor Statistics and Arizona Department of Administration, Office of Employment and Population
Statistics.
() Not seasonally adjusted.



Recent employment gains have been led by the leisure and hospitality, education and health services, and
professional and business services sectors. The District expects to see continued improvements in trade,
transportation and utilities, along with gradual growth in the manufacturing sector.

Phoenix MSA Employment
(Thousands)
Trade,
Natural Resources Transportation Financial
& Mining Construction Manufacturing & Utilities Information Activities
35 86.9 117.7 351.0 322 149.7
3.6 92.2 118.2 353.9 345 157.6
34 94.1 119.6 362.6 36.1 161.0
33 97.6 120.9 374.8 37.1 167.0
32 104.0 121.6 384.6 37.2 176.8
33 112.4 124.1 392.5 37.7 185.4
35 123.0 128.8 402.7 39.0 192.0
3.6 133.1 133.9 410.2 40.6 200.6
29 135.6 1343 414.1 379 206.7
2.7 140.2 138.8 440.4 40.1 216.8
3.0 151.9 147.3 453.8 43.1 218.2
Professional & Education & Leisure &
Year Business Services  Health Services Hospitality Other Services  Government

286.3 257.6 183.3 62.3 229.9

302.2 263.0 191.6 63.7 231.2

310.0 271.0 199.1 63.5 232.6

324.6 284.4 208.2 63.6 233.6

339.2 296.6 215.6 65.6 235.4

345.5 311.1 223.4 66.7 238.0

358.5 3243 228.1 69.1 239.4

371.9 339.1 2333 70.3 243.9

359.0 336.2 193.4 62.7 240.6

374.7 345.6 213.9 68.5 239.1

392.4 362.9 235.5 72.4 238.7

Source: Arizona Department of Administration, Office of Employment and Population Statistics.

The Phoenix MSA is home to several corporate headquarters including: AVNET, Republic Services Inc.,
Freeport-McMoRan, Inc., Insight Enterprises, U-Haul, Carvana, First Solar, ON Semiconductor, Microchip
Technology Inc., GoDaddy, Inc., and Viad Corp. In addition, JPMorgan Chase, Wells Fargo, Bank of America,
American Express, Charles Schwab, American Airlines, State Farm Mutual, Sentry Insurance Co., Southwest
Airlines, and Wal-Mart have substantial regional operations in the Phoenix MSA.

Population and employment growth have been the traditional drivers for the commercial real estate market. The
office vacancy rate continued its upward trend increasing to 24.9% in the third quarter of 2023 as large tenants
continue to evaluate the efficacy of employees working from home. Industrial real estate activity, as measured by the
industrial vacancy rate increased year-over-year to 6.2% in the third quarter of 2023. The increase is a result of 16
million square feet of new industrial space being added to the overall supply due to strong growth in manufacturing,
data centers and last mile operations.

The residential real estate market in the Phoenix MSA is a large driver of economic activity. Permits for new
homes have steadily increased since 2012 reaching almost 51,000 in 2021 before leveling off in recent years. Home
prices grew significantly in recent years, growing over 60% since June 2020 with median sale prices topping out in
June of 2022. Prices have retreated in the past year from the 2022 high, falling 7.7% year-over-year in June 2023.

See “SELECTED OPERATIONAL AND FINANCIAL DATA — Customers, Sales, Revenues and Expenses”
herein.



Irrigation and Water Supply System

A historic and continuing justification of the Project lies in providing a stable and economic water supply.
Agriculture in the plains and valleys of south-central Arizona almost wholly depends upon irrigation due to the low
annual rainfall.

The Project provides the water supply for an area of approximately 248,200 acres located within major portions
of the cities of Phoenix, Avondale, Glendale, Mesa, Tempe, Chandler, Gilbert, Peoria, Scottsdale and Tolleson.

The water supply for the Association’s water service area of the Project is primarily runoff from watersheds
consisting of approximately 13,000 square miles which is stored in seven reservoirs, four of which are located on the
Salt River, two on the Verde River and one on East Clear Creek. The Association also utilizes a well-established and
robust aquifer from which it withdraws groundwater to serve its customers in years when surface water is in limited
supply. The Association uses the aquifer to recharge or bank water supplies for future use. Since 1994, the
Association has stored more than 1.5 million acre-feet of water, which is approximately twice the annual water
demand. The Association also works closely with other large water supply entities in Arizona, and these partnerships
have provided, and should continue to provide, supplemental water for the Project.

The Project’s C.C. Cragin Reservoir was acquired from Phelps Dodge Corporation (now Freeport-McMoRan,
Inc.) in 2005, and ownership of the dam was immediately transferred to the United States Bureau of Reclamation
(“USBR?”), thereby making it part of the Project’s Reservoir System. Water from this relatively small 15,000 acre-
foot capacity reservoir on the East Clear Creek Watershed is pumped over the Mogollon Rim where it then flows by
gravity into the East Verde River which is a tributary of the Verde River. SRP uses the water rights associated with
this reservoir to supplement Project water resources and to assist in resolving water supply and water rights disputes
with communities in northern Gila County. In furtherance of the objective of resolving water rights conflicts in the
Verde River watershed, the District acquired two agricultural properties and associated water rights which can be
used to address local water rights issues. This $7.1 million investment provides a market-based solution for resolving
water rights issues and protecting the flows of the Verde River. The District has invested approximately $7.5 million
for the purchase and management of the properties to date.

The available water supply is important due to its influence on the economy in the area. Since the construction of
the dam and reservoir system, the Project has always had sufficient water supply to meet the demands for urban,
industrial, and agricultural uses within its boundaries. The District’s management believes that under established
water rights principles relating to water use and studies by the USBR that find the system will continue to be reliable
with future climate change, and responsible operation of the reservoir system, the area within the Project water service
boundaries has a dependable and assured water supply.

The Southwest has an arid and variable climate leading to high interannual variability in surface water supply.
The Project’s network of seven reservoirs and approximately 250 active production wells has been developed and is
managed to maintain a reliable water supply, even in dry times. For some periods over the past 20 years, the
Southwest, including the Project’s watershed, has experienced serious drought conditions, but these conditions have
been mitigated by contingency management plans resulting in minimal impact to end users. In response to reduced
reservoir inflow, the Association has utilized increased groundwater pumping, reductions in water allocations and
the purchase or exchange of available supplemental water supplies from the Central Arizona Project.

The true value of the Association’s management of water supplies and infrastructure, however, has been
demonstrated the past several years as surface water runoff has fluctuated. Due to the severity of drought in 2003 and
2004, the Association reduced the allocation of water to its shareholders and to the valley cities by one-third, only
the second time in the Project’s long history that allocations have been reduced for consecutive years. In 2005,
abundant winter watershed precipitation and runoff refilled reservoirs sufficiently to allow the Association to make
full surface water-only deliveries to its shareholders. Normal rain and snow failed to materialize in the winter of 2006
and 2007, suggesting that drought conditions were continuing; however, the winters of 2008, 2009, and 2010
provided sufficiently abundant rain and snow which resulted in full surface water storage and deliveries to
Association shareholders once again. The winters of 2011 through 2016 again demonstrated that drought is often a
factor in a desert environment as all six winters produced below median inflow. Even so, deliveries to shareholders
were not curtailed because the Association was able to balance the peaks and valleys of natural water supply
conditions through the conjunctive management of the Project’s reservoirs and wells, and remains well-positioned
to respond to the natural variability of the Southwestern climate. The winter of 2017 broke the string of 6-years of
below median runoff with nearly twice normal runoff and refilled a majority of the reservoir system. After a record
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dry winter in 2018, wet winters in 2019 and 2020 resulted in a nearly full reservoir system by late spring 2020. Two
more dry winters were observed in 2021-2022, with 2023 being second wettest winter in the last thirty years bringing
reservoir storage to record high levels by late March 2023. The combination of surface water from the reservoir
system and supplemental groundwater has proven to provide the reliable and resilient water supply necessary for
continued economic activity. A study published in 2020 found that the system will continue to be reliable under the
range of expected climate futures. The study was conducted by Arizona State University, SRP, and USBR.

The Association operates its groundwater production wells in accordance with a permit issued by the Arizona
Department of Environmental Quality (“ADEQ”) pursuant to the Arizona Pollutant Discharge Elimination System
program. The permit imposes restrictions on the use of wells having chemical contamination above the permit levels.

To aid in addressing regional water availability issues outside of the Association’s water service area that could
impact regional economic productivity, the Project is leading several water supply development efforts in partnership
with regional water providers that serve the greater Phoenix Metropolitan Area. These projects aim to leverage flood
waters from the Salt and Verde rivers as well as improve regional water conveyance connectivity to further bolster
the region’s water resiliency. The water storage projects stand to provide enough water to support approximately
450,000 households each year when implemented. The water conveyance project creates a new interconnection with
the Central Arizona Project canal system, which transports water from the Colorado River to Phoenix and Tucson,
allowing for improved movement of existing and developed supplies across service areas. These projects will all be
implemented with partners, sharing the cost of implementation and supporting regional water security.

See “LITIGATION — Water Rights” for a discussion of additional matters relating to irrigation and water supply.

Telecommunication Facilities

The District has installed approximately 91,000 strand-miles of fiber optic cable to support communication
activities for its water and electric utility operations. Approximately 60% of the available capacity in this system is
surplus to its needs. The District has also acquired, through exchanges with other utilities and telecommunications
carriers, other fiber optic capacity and has entered into license agreements with telecommunications carriers, such as
CenturyLink, Zayo Group, AT&T, and Level 3, among others, as well as with certain enterprise customers to market
this excess capacity and received approximately $2.7 million in revenue in fiscal year 2023 from this activity.

Additionally, the District makes available certain electric facilities for the purpose of co-locating wireless antenna
systems of commercial wireless communications service providers. The District also provides a number of related
services to such service providers in conjunction with this activity. The District generated approximately $12.4
million in revenue from this activity during fiscal year 2023.

Papago Park Center

Papago Park Center is an approximately 300 acre mixed-use commercial development located on land owned by
the District adjacent to its administrative offices. In March 1989, the District leased most portions of the development
to Papago Park Center, Inc. (“PPC”), a wholly-owned, incorporated, and taxable subsidiary of the District. The lease
between the District and PPC expires on December 31, 2088. PPC, in turn, has and continues to enter into long-term
ground subleases with third parties based upon the market value of the property. The land in Papago Park Center has
since been developed by third party developers, with the exception of a parcel of approximately 59 acres. That
remaining parcel, commonly referred to as The Grand, is in the process of being ground subleased by PPC and
developed by third parties. Currently, three leases for two office buildings and one multi-family use building have
been signed within the Grand. These leases account for approximately 15.7 acres of the Grand parcel. The lease term
to PPC for the Grand has been extended to December 31, 2113. Lease payments from PPC to the District were $5.3
million and $5.5 million in fiscal years 2023 and 2022, respectively.

New West Energy Corporation

In 1997, the District established a wholly-owned, taxable subsidiary, New West Energy Corporation (“New West
Energy”), to market, at retail, energy available to the District that was surplus to the needs of its retail customers, and
energy that might have been rendered surplus in Arizona by retail competition in the supply of generation. However,
as a result of the turmoil in the western energy markets, New West Energy discontinued marketing excess energy in
2001, and is now largely inactive. With the recent passage of H.B. 2101 in April 2022, which repealed the 1998
statutes regarding retail electric competition, New West Energy is expected to remain inactive in the future.
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THE ELECTRIC SYSTEM

Area Served

The District provides electrical service to major populated sections of Maricopa County, as well as portions of
Pinal and Gila Counties. Except for the City of Mesa, which operates its own system, all of the cities within the
District’s service areas are served in part by the District and in part by Arizona Public Service Company (“APS”).
Pursuant to an agreement between the District and APS which was approved by the ACC, the urban areas and the
adjacent suburban areas now served by the District’s distribution system will continue to be so served even though
the latter may be annexed to a city in the future. The District also provides power directly for mining load
requirements, principally in Pinal and Gila Counties.

Projected Peak Loads and Resources

The District annually estimates its future sales of energy by taking into account customer growth, changes in
customer usage patterns and historic, as well as projected, weather data. The resource portfolio is examined to
determine the expected sources of power and energy that may be used to supply the estimated system requirements.

The projections in Table 2 represent the District’s estimate of the most probable components of system peak loads
and resources for fiscal years 2024 through 2029. The projections reflected therein are consistent with industry-wide
experience and provide the basis for the District’s current year operating budget, May 2023 through April 2024.
However, they are based on certain assumptions that, if not realized, may adversely affect such projections. These
projections are reassessed annually during the winter, as part of the District’s annual budget process. If projections
of economic and customer growth were to decline as a result of the weakness in the economies of the nation or in the
Phoenix-Mesa-Scottsdale MSA, the projections in Table 2 would be revised downward. See “THE DISTRICT —
Economic and Customer Growth in the District’s Service Area.”

The projections shown in Table 2 do not reflect any sales of excess capacity other than sales pursuant to existing
agreements. The resources in excess of peak load are expected to be generally gas, coal, and oil-fired resources,
which are the District’s dispatchable resources.

(The balance of this page intentionally left blank)
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TABLE 2 — Projected Peak Loads and Resources (MW)

Fiscal Years Ending April 30,

2024 2025 2026 2027 2028 2029
Annual Peak:(MW)(D®
Service Territory System Requirements®®®) ... 8,957 9,510 9,872 10,444 10,422 10,772
Sales for Resale........cceeueeierieeieriieiieieieceeene 88 88 53 53 53 53
Demand-Side Resources® (1,210) (1,280) (1,352) (1,430) (1,110) (1,124)
Total Peak Load® ............cocooviviviiiieceeeeeeeeeeeeeeeeeeea 7,835 8,318 8,573 9,066 9,365 9,700
Resources:
Owned:
Gas and/or O1l7) ..o 5,000 5,016 5016 5016 5016 5,016
€08l ..ttt 1,704 1,704 1,704 1,577 1,577 1,447
792 802 802 802 802 802
235 235 235 235 235 235
Future Peaking/Intermediate Resources: - 84 84 336 336 336
Purchased:
Future Demand Response Deemed Resource® .................... 163 175 188 200 213 225
Tri-State — Tri-State Generation and Transmission 100 100 100 100 100 100
Association, Inc. (“Tri-State”) 10 ...........ccoovvvieieiieennn,
Renewable PurchasesD............c.ccocooveiveiiiiieceeeeeee 619 614 618 618 617 617
Future Renewable Purchases® . 238 708 789 867 1,123 1,603
Other EXIStING ....veovieieieeiieieriieieiieie et eiesie e e seeeseeens 38 38 38 38 38 38
Future Purchases........ccovevevieviecienienecieeeeee e 775 846 846 846 846 846
Total RESOUICES ......veeeveeeeeeeeeeeeieeeeeeeee e 9,501 10,147 10,231 10,434 10,690 11,041
Total Resources in Excess of Total Peak Load 1,829 2,004 1,846 1,568 1,538 1,566
Planned Reserve Percentage!).............cccoevveeeveeeveeeeeenereenn, 21.9 22.1 19.8 17.2 16.4 16.3

(1
@
(3)

4

(&)

©

@
@8
©

(10)

(an
(12)

The forecast was approved February 2023.

Peak normally occurs in the June through September months of the prior calendar year (the beginning months of the fiscal year).
Arizona law requires the District to meet all distribution area loads under 100,000 kWh, even if some retail customers elect to be
served by others.

Projected peak demand for electricity for retail customers does not take into account the impact of demand-side resources that
would reduce demand.

Demand-side resources are programs or price plans which incent behavior that results in a reduction of the expected peak demand
for electricity of retail customers. Also includes the projected reduction of peak demand due to federal efficiency codes and
standards for lighting and heating ventilation and air conditioning (“HVAC”) equipment, as well as customer-owned distributed
generation that is already installed.

Projected peak load for retail customers reduced by the impact of demand-side resources and increased by firm wholesale
obligations (sales for resale).

Includes planned upgrades on existing combined cycle natural gas units.

Renewables include owned hydro-electric generation.

Storage & renewable purchases, and Demand Response are risk adjusted using effective load carrying capabilities to determine
contribution to peak.

The District has a 30-year agreement with Tri-State to purchase 100 MW of capacity from Springerville Unit 3. Commercial
operation of Unit 3 began on September 1, 2006.

Renewable purchases include the District’s federal hydro-power and other renewable energy purchase power agreements.

Cannot be derived solely from the information set forth in Table 2. The slightly higher reserve percentages include additional
generation assets procured by the District as a result of the 2021 RFP process as well as slightly reduced load forecasts for fiscal
years 2024 and 2025.

(The balance of this page intentionally left blank)

12



Reserve Targets

The District’s Financial Plan applies a production cost model to forecast the generating resource portfolio that
will meet expected “load” or system demand. The fiscal year 2023 Financial Plan also buffers the highest peak
demand expectations with a 16% planning reserve projection in fiscal year 2024. Extreme local weather, industry
transformation and sector-wide electrification put responsibility on the District to act as a market resource despite
the advanced expense of carrying surplus reserves for risk mitigation. The District believes a 16% peak reserve target
balances both economics and reliability.

Existing and Future Resources

The District has various resources available to provide electricity in its service area. Those resources include the
generating facilities owned solely by the District, generating facilities in which the District owns one hundred percent
(100%) of an individual generating unit but shares common facilities with others, generating facilities in which the
District owns a percentage interest in one or more generating units as well as the associated common facilities, and
facilities for which the District has entered into agreements with others to purchase power.

The District’s high operating standards and management practices result in top asset performance and low outage
rates. These practices ensure future economic value of the District’s capital investments. In addition to prudent
management practices, viability of the District’s existing assets is impacted by fuel prices, environmental regulations,
emissions reductions targets, and changing operational dynamics based on diversified fleet technology that present
new generating and capacity profiles to the industry. The District regularly evaluates a variety of industry risks using
objective metrics, third-party research, and subjective collaborations (ex. leadership, stakeholders, and board
members). Strategic directions are chosen after repeated evaluations of production, costs, market, and regulatory
considerations. For example, commitments to retire coal generating assets and buy or build renewable facilities are
ongoing. The District regularly evaluates its generating portfolio for the optimal mix of assets that promote safety,
reliability, cost, and environmental sustainability.

Economic Viability of Existing Generation Assets. The District’s existing generating stations have long played
a vital role in preserving the reliable, low-cost energy and generation capacity District customers have come to expect.
These generating stations historically have achieved high availability and low forced outage rates as compared to
industry averages. This performance can largely be attributed to prudent operational and maintenance practices.
Sustaining and improving this performance will be achieved by continuing a focused effort on asset management
procedures which not only monitor equipment performance and health but also include solid preventive, predictive
and corrective maintenance activities. By combining these practices with the ongoing application of engineering and
technology improvements, the District will help ensure that the future economic and operational value of the majority
of its existing assets are maintained.

Integrated System Plan. The District has a long-standing track record of using Integrated Resource Planning to
plan long-term generation resource decisions with particular focus given to addressing risks and uncertainty to avoid
disruptions in customers’ power. The many changes in today’s power systems require new approaches to optimize a
safe, reliable, affordable, and environmentally responsible power system. In 2021, the District initiated the first-ever,
industry leading integrated system planning process. The first Integrated System Plan is an innovative effort that
provides a holistic view of the system that includes generation, transmission, distribution, and customer programs
amid uncertain conditions. It is focused on years 2025 to 2035 and will provide a roadmap of activities to address
evolving customer expectations, demand growth, and the transition to an increasingly complex, lower carbon grid
while maintaining a high standard of customer satisfaction.

During the integrated system planning process, the District has collaborated with stakeholders representing the
District’s community and customers to provide learning opportunities and build support for a shared vision of the
future power system. These engagement opportunities allow the District to hear directly from stakeholders (including
residential customers) regarding their sustainability goals, reliability needs, and affordability concerns to inform the
Integrated System Plan strategy. This first Integrated System Plan was approved by the District’s Board on October
2,2023.
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Summary of Existing Power Sources during the fiscal year ended April 30, 2023. The District supplied
approximately 24% of net generation from no emissions sources like solar, wind, hydroelectric and nuclear facilities,
during the fiscal year ended April 30, 2023 (FY23). Thermal assets supplied approximately 67% of net production
energy (MWh) while other purchases are responsible for approximately 9%. Table 3 provides more detail on District
power sources.

To maintain system reliability, the District added two flexible gas combustion turbines at Desert Basin Generating
Station in Casa Grande, and Agua Fria Generating Station in Phoenix. Each site added 99 MW of nameplate capacity
in summer of 2022 (Fiscal Year 2023).

The District entered into power purchase tolling agreements for Harquahala Generating Project in Tonopah (an
unincorporated Census Designated Place in Maricopa County). For summer 2021 through summer 2023, the District
received a portion of the total 975 MW of capacity, including 675 MW for summer 2023, with remaining capacity
being utilized by other utilities. Beginning in 2024 and continuing through calendar year 2031, Harquahala is
exclusively tolled by the District.

In December 2022, the District’s Board of Directors approved the continued development at the Copper Crossing
Energy and Research Center in Florence which includes a utility-scale advanced solar generation facility capable of
generating up to 55 MW of solar energy. This will be the first utility-scale solar asset in the District’s portfolio that
the District self-develops, owns, and operates. The District will also add 2 flexible gas combustion turbines totaling
99 MW at the Copper Crossing Energy and Research Center by summer 2024.

Historically, the District has contracted generation from renewable resources through power purchase agreements
with developers who have access to tax credits. The recent passage of the Inflation Reduction Act allows not-for-
profit public power utilities like the District to directly receive federal incentive payments for renewable projects.
This may give the District greater ability to develop, operate and advance more renewable resources and potentially
reduce costs for customers as the District transitions its generation fleet.

(The balance of this page intentionally left blank)
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TABLE 3 — Fiscal Year 2023 District Power Sources

Net Production

Capability % of Amount % of
MWD Total (MWh)® Total
District Generation:
One Hundred Percent Entitlement — Renewable Hydroelectric
Arizona Falls 0 0.00% 42 0.00%
Horse Mesa Dam - Run of River 30 0.33% 147,411 0.38%
Mormon Flat Dam - Run of River .. 10 0.11% 73,116 0.19%
ROO0SEVEI DAIM ..ottt et 34 0.37% 94,991 0.24%
South Consolidated-Canal Plant ...........c.ocoeeeenenninieeninnneeeceneeeenene 0 0.00% 0 0.00%
Stewart Mountain Dam ................... 0 0.00% 34,852 0.09%
Subtotal Renewable Hydroelectric . 74 0.81% 350,412 0.90%
Horse Mesa Dam Pumped Storage ...........coeeveeericeneencnnenincceceene 96 1.05% 23,942 0.06%
Mormon Flat Dam Pumped Storage ..........cccoeerevenennenieineeneerecneens 50 0.55% 11.814 0.03%
Subtotal Pumped Storage HydroelectricC..........ccovevrerieeenieienieereenennn 146 1.60% 37,756 0.09%
One Hundred Percent Entitlement — Thermal
Agua Fria (Steam) ....ccovevueuiuiiiieieicicieiieteeeee e e 381 4.17% 106,312 0.27%
Agua Fria (Gas TUurbine) .......ccccoeeevueririeirieieieieiesieesieesieresseesnee e 168 1.84% 3,390 0.01%
Agua Fria (Peaking) ..... 99 1.08% 21,302 0.05%
Coolidge (Gas Turbine) 503 5.51% 399,450 1.02%
Coronado Generating Station (Coal) .......c.ccecevveirieeneinerieeieeiereeens 762 8.34% 3,344,258 8.56%
Desert Basin Combined Cycle (Gas) .......cccvevvreeerierenieesieineieieiereieenens 550 6.02% 1,957,521 5.01%
Desert Basin (Peaking) ................... 99 1.08% 17,435 0.04%
Gila River (1+4).......... 1,040 11.38% 5,704,170 14.60%
Kyrene (Steam) ........ccoeuiuiiiiiiiiiiiiiiiicccc s 0 0.00% 0 0.00%
Kyrene (Gas TUurbine) .......ccccoeevvueueueerininieiecinineecce e 127 1.39% 1,630 0.00%
Kyrene (Combined Cycle) 222 2.44% 1,348,216 3.45%
Mesquite (Gas).......ccccceeeenee 598 6.54% 3,400,183 8.70%
Santan Combined Cycle (Gas)........... 1,134 12.42% 3,678,435 9.42%
Springerville Generating Station (Coal) 415 4.54% 1,431,880 3.67%
SUDLOLAL ...t e 6,098 66.77% 21,414,182 54.82%
One Hundred Percent Entitlement — Renewable
Agua Fria Battery 25 0.27% 23,439 0.06%
Solar.......ccceeuee. 0 0.00% 876 0.00%
SUDLOtAl Other .....c.eieeieieiireieee e 25 0.27% 24,315 0.06%
Participation Plants
Craig Generating Station...........cccoccieueiricuiiiininiiicieeeceecree e 243 2.66% 1,227,214 3.14%
Four Corners Generating Station Units 4 &5 ... 154 1.69% 1,033,471 2.65%
Hayden Generating Station...........c.ccco...... 130 1.42% 783,173 2.00%
Palo Verde Nuclear Generating Station. 698 7.64% 5.860.849 15.00%
SUDLOLAL ...t e 1,225 13.41% 8,904,707 22.80%
Purchases and Receipts®
Hoover — Federal HYdT0 ..........cc.coovevieevieeeeceieeee e 1489 1.62% 87,501 0.22%
Colorado River Storage Project .. 679 0.73% 222,155 0.57%
Parker-Davis Dams ...........ccoeuveeeeveeeeeeeeeeeeenenans 320 0.35% 147,866 0.38%
TSGT — Tri-State Generation & Transmission (SP3) 10019 1.09% 531,009 1.36%
Harquahala ..o 367 4.02% 1,009,671 2.58%
Dorman Battery.........cccoeeevennenee. 10 0.11% 0 0.00%
Renewables — Bonnybrooke Solar......... 52 0.57% 129,941 0.33%
Renewables — NTUA Kayenta Solar 142 ......c.oouieierieerriseneenieieieienennens 60© 0.66% 59,684 0.15%
Renewables — Pinal Central Energy Center Battery ...........cocoveieuierrennens 19© 0.21% 13,740 0.04%
Renewables — Pinal Central Energy Center Solar ... 35 0.38% 46,591 0.12%
Renewables — Central Line Solar...................... 100 1.09% 265,501 0.68%
Renewables — NOVO (BIOMASS) ..........oucvvervevereeiieereiceeseeesessee s sesensesenes 14© 0.15% 113,808 0.29%
Renewables — Wind Power Dry LaKe I ..........coooovvevereevieereereece s 63© 0.69% 120,970 0.31%
Renewables — Poseidon Wind Power Dry Lake IT .. 65© 0.71% 120,729 0.31%
Renewables — Poseidon Solar (Copper Crossing) ... 20 0.22% 50,613 0.13%
Renewables — Power East Line SOlar ..........ccccceveveneneneeieieieieeiens 100 1.09% 245,338 0.63%
Renewables — West Line SOIar ..........c.cooovciucueueeeeeeeeececeeeeeeeeeeeeeeeeeaee 0©® 0.00% 99,984 0.26%
Renewables — Queen Creek Solar... 19 0.21% 40,964 0.10%
Renewables — Sandstone Solar ....... 45 0.49% 113,625 0.29%
Renewables — Saint Solar (NEXtEIa) ......ccooveervevinieinieeniecreceeeceieeene 100 1.09% 279,845 0.72%
Renewables — CalEnergy Geothermal ...........c.euevverieeureseienieieeeennannens 69© 0.76% 626,514 1.60%
Renewables — Cove Fort Geothermal ............cc.oooveeuveevieieennn. 25 0.27% 145,444 0.37%
Renewables — Hudson Ranch Geothermal (Resold to LADWP). 55 0.60% 390,773 1.00%
Others PUICRASES ........cvvveeieieeeeeeeeeeeeeeeeee et ans 0 0.00% 3.471,3800® 8.89%
SUDLOLAL ...ttt e 1,565 17.14% 8,333,646 21.33%
TOTALD ..ottt 9,133 100.00% 39,063,018 100.00%

Load capability during summer system peak. Winter capability may be greater.

@ Actual net production during the fiscal year ended April 30, 2023.

Purchase and receipt capabilities vary month to month. Listed are the capabilities for the peak month.
@ Includes MW wheeled for certain electrical/irrigation districts.

© TIncludes 1 MW wheeled for City of Gilbert.

©® Capability based on actual output during summer peak day/hour: July 11, 2022 HE16
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™ Other Purchases: Short Term, Loss, Non-Firm, and excluding Bookouts.
® EIM and estimates included.

© Totals may not add due to rounding.

(9 Based on long-term contract.

Natural Gas Generation. The District operates and has 100% ownership of several generating units, some with
shared common facilities that utilize natural gas to generate electricity through a variety of single cycle, combined
cycle, and steam generating units. All of these generating stations operate in and around the Phoenix metropolitan
area: Agua Fria Generating Station, Coolidge Generating Station, Desert Basin Generating Station, Gila River
Generating Station Block 1 & Block 4, Kyrene Generating Station, Mesquite Generating Station Block 1, and Santan
Generating Station. The total generating capability of these plants in the peak summer month is approximately 4,921
MW. As part ofthe approved Coolidge Expansion Project, 12 gas turbines will be constructed to offer
575 megawatts (MW) of new power generation to the Coolidge Generating Station. These 12 new turbine units will
provide enough power for approximately 139,000 average-size homes. The District expects construction to begin in
2024 with the first six turbine units becoming operational by the summer of 2026 and the remaining six units
becoming operational by the summer of 2027.

Coal Generation. The District operates and has 100% ownership of the Coronado Generating Station located in
St. Johns, Arizona. The District has 100% ownership of Unit 4 of the Springerville Generating Station located in
Springerville, Arizona which is operated by Tucson Electric Power (“TEP”). The Coronado Generating Station has
a total capacity of 762 MW, and Springerville Unit 4 has a total capacity of 415 MW.

The District has tentatively set retirement dates for Coronado Generating Station Unit 1 and Unit 2 for no later
than calendar year 2032, while retirement for Springerville Unit 4 remains undetermined.

Anticipated Coal Generator Shutdowns

2025 2027 2028 2031 2032
Craig Unit 1 Hayden Unit2 Craig Unit2  Four Corners Coronado
Units 4 & 5 Units 1 & 2

See “CERTAIN FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY — Environmental —
Coronado Generating Station and Springerville Generating Station” for further discussion.

Jointly-Owned Generation Facilities. The District has an ownership interest in four jointly-owned generating
facilities. The percent participation of the District and the other participants in the facilities is set forth in Table 4.
Additional information about each facility follows Table 4.

(The balance of this page intentionally left blank)
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TABLE 4 — District Participation Interests in Existing Generating Facilities

Four
Corners Hayden Craig Palo Verde
Generating Generating Generating Nuclear
Station Station Station Generating
Units4 & 5 Unit 2 Units 1 & 2 Station

Project Capabilities
Total Continuous Load Capabilities (MW)........... 1,540 262 856 3,937@
Project Participants (%)
DISIIICE <.ttt 10.0 50.0 29.0 20.1
Arizona Public Service Company (“APS”)........... 63.0 — — 29.1
Department of Water & Power, Los Angeles

(“LADWP?”) oottt — — — 5.7
El Paso Electric Company (“El Paso”).................. — — — 15.8
Navajo Transitional Energy Company (“NTEC”) 7.0 — — —
Nevada Power Company (“NPC”).......ccccceevuvennenn. — — — —
Platte River Power Authority ..........cccoevvevveenennns — — 18.0 —
PacifiCorp ...ccveeevieciiieiieeieceece e — 12.6 19.3 —
Public Service Company of Colorado (“PSCo0”)... — 37.4 9.7 —
Public Service Company of New Mexico (“PNM”) 13.0 — — 7.6
Southern California Edison Company (“SCE”) .... — — — 15.8
Southern California Public Power Authority

(“SCPPA”) ettt — — — 59
Tri-State — — 24.0 —
TEP......... 7.0 — — —
USBR ..ot — — — —
Total Percentage.........coeceeveeveeeieneriecieeeiesieeeens 100.0% 100.0% 100.0% 100.0%

(M Generally, if a default by any participant in the payment or performance of an obligation under a participation agreement continues
without having been cured or without the participant having commenced and continued to cure the default, then the non-defaulting
participants may suspend the right of the defaulting participant to receive its capacity entitlement. In case of default, (1) each non-
defaulting participant will bear a portion of the operation and maintenance costs otherwise payable by the defaulting participant in the
ratio of the non-defaulting participant’s respective capacity entitlement to the total capacity entitlement of all non-defaulting
participants, and (2) the defaulting participant will be liable to the non-defaulting participants for all costs incurred by the non-
defaulting participants pursuant to (1) and for all costs in operating the project at a reduced level of generation brought about by the
reduction of the capacity entitlement of the defaulting participant. To the District’s knowledge, there are no participants currently in
default.

@ Amount shown is maximum dependable capability. Except during summer, normal continuous load capability will usually exceed
3,937 MW, MDC net (Maximum Dependable Capacity, net).

Craig Generating Station Units 1 and 2. The District owns 29% of Craig Generating Station (“Craig”) Units 1
and 2, which are operated by Tri-State. The two 428 MW coal-fired generating units commenced commercial
operations in 1981 and 1979, respectively. The Craig Units 1 and 2 are located in the Yampa Valley near the City of
Craig in northwestern Colorado. The District’s entitlement to power and energy from Craig Units 1 and 2, Four
Corners Generating Station (“Four Corners”) Units 4 and 5 and Hayden Generating Station (“Hayden”) Unit 2, is
subject to a displacement arrangement with the Western Area Power Administration (“WAPA”). Power and energy
is delivered to WAPA and used for WAPA’s customers located in Colorado, New Mexico, Utah and Wyoming.
WAPA delivers a similar amount of power and energy to the District from the Glen Canyon Hydroelectric Generating
Station. This is a displacement arrangement that reduces transmission investment, operating expenses, and energy
losses both for WAPA and for the District.

In July 2020, the owners of Craig announced the shutdown date for Unit 2. Previously, the shutdown dates for
Craig Unit 1 and Unit 3 (owned by Tri-State) had been announced. The shutdown dates are: Unit 1 — by December
31, 2025; Unit 2 — by September 30, 2028; Unit 3 — by December 31, 2030.

See “THE ELECTRIC SYSTEM — Existing and Future Resources — Coal” for comments relating to the coal
supply for the Craig Units 1 and 2.

Four Corners Generating Station Units 4 and 5. Four Corners Units 4 and 5, operated by APS, are located on

the Navajo Nation near Farmington, New Mexico. The District owns 10% of Units 4 and 5, two 770 MW coal-fired
generating units, which commenced commercial operations in 1969 and 1970, respectively. The coal for Four
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Corners comes from the Navajo Mine located 11 miles away on the Navajo Nation. In January 2020, the owners of
Four Corners announced that they will be shutting down Units 4 and 5 by the end of 2031.

Hayden Generating Station Unit 2. The District owns 50% of Hayden Unit 2, a 262 MW coal-fired generating
unit, which commenced commercial operations in 1976 and is located in Hayden, Colorado. PSCo, an operating
company within Xcel Energy, is the operating agent. In January 2021, the owners of Hayden announced that Unit 1
will be shutting down by the end of 2028, and Unit 2 will be shutting down by the end of 2027.

See “THE ELECTRIC SYSTEM — Existing and Future Resources — Coal” for comments relating to the coal
supply for the Hayden Unit 2.

Navajo Generating Station. Navajo Generating Station (“NGS”), located on the Navajo Nation near Page in
Northern Arizona, was permanently shut down on November 18, 2019. Decommissioning activities are in progress,
and the owners have until December 31, 2025 to complete the decommissioning work. See “THE ELECTRIC
SYSTEM — Environmental Matters — Navajo Generating Station and Four Corners Generating Station Units 4
and 57 for a discussion of environmental considerations with respect to NGS and administration of federal
environmental laws by Indian tribes.

Palo Verde Nuclear Generating Station. The District recently acquired a portion of PNM’s ownership interest
in the Palo Verde Nuclear Generating Station (“PVNGS”), located near Wintersburg, Arizona and now owns 20.1%
of PVNGS. APS is the project manager and operating agent. PVNGS Units 1, 2 and 3 commenced commercial
operation in 1985, 1986, and 1987, respectively. In April 2011, the U.S. Nuclear Regulatory Commission (the
“NRC”) issued Renewed Facility Operating Licenses for the three PVNGS Units to 2045, 2046 and 2047,
respectively. The District is under contract to acquire an additional interest of PNM’s in PVNGS, and, by February
2024, the District may have approximately 20.4% ownership interest in PVNGS.

PVNGS originally consisted of three nominally sized 1,270 MW pressurized water nuclear generating units. The
steam generators and low-pressure turbine rotors have been replaced in all three units resulting in an increase of 65
to 71 MW net output (11 to 12 MW as the District share) in each unit. Reactor vessel heads were replaced in all three
units. This replacement eliminated industry issues regarding alloy 600 nozzle corrosion cracking in the reactor vessel
head.

See “CERTAIN FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY — Nuclear Plant Matters”
for a discussion of liability issues.

Purchased Power. The District supplies a portion of its energy and demand requirements with purchased power
from several sources as shown in Table 3. During fiscal year ending in April 2023, approximately 21% of the
District’s energy requirements were met with power purchases, of which approximately 9% were firm short-term
purchases. The District has entered into various long-term power purchase agreements (PPAs) for renewable energy
generation that deliver energy for periods of twenty to thirty years, as reflected in the table below.

The District continues to experience a significant increase in customer electricity demand as Phoenix and
Maricopa County lead the nation in population growth and economic development. To meet customers' growing
needs, the District issued an All-Source Request For Proposal (RFP) on March 23, 2023 and is actively evaluating
responses. Similarly, the District assessed and executed numerous renewable energy contracts as a result of the
October 2021 RFP for additional power generation resources of all types, to meet summer peak capacity needs by
2024 and 2026. Resources selected through these all-source RFP processes support the District’s 2035 Sustainability
Goals and related targets for 2,025 MW of solar generation by 2025. As part of the District’s efforts to expand
customer-dedicated green energy programs for commercial and industrial customers, three solar PPAs are dedicated
to large customers with sustainable initiatives. The renewable energy from the 100 MW East Line Solar project and
the 100 MW Saint Solar project serves twelve high usage customers. The Central Line Solar project provides 100
MW since December 2021. All three projects are in Pinal County. These solar projects were the first 300 MW
targeting the District’s goal of 2,025 MW new utility-scale solar energy by the end of fiscal year 2025.

There are other landmarks in the District’s dedication to renewable energy and innovation, such as the 25
MW/100MWh lithium-ion battery energy storage system at Agua Fria Generating Station which has been operating
since 2019. Likewise, the Pinal Central Solar Photovoltaic Generation Facility, with a capacity of 20 MW together
with a 10 MW/40MWh lithium-ion battery energy storage system, has been operating since 2018. In late 2015, the
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District entered into an energy and environmental attribute transaction with the Navajo Tribal Utility Authority
(“NTUA”) for the Kayenta Solar Project or other qualified solar photovoltaic facilities on the Navajo Nation land in
Arizona. The first phase of this project, the Kayenta Solar I Project is a 27 MW solar energy project, that has been
operating since 2017. Under this project, the local NTUA consumes the power locally and bundles the solar
generation RECs with firm energy from other generation resources and delivers this energy and the RECs to the
District. The initial one-year term of this project was extended through March 2038. The second phase of this project,
the Kayenta 2 Solar Project, began operations in August 2019 and has a 30-year term. Furthermore, the District
continues to have PPAs with hydroelectric facilities such as Hoover, the Colorado River Storage Project (“CRSP”),
and the Parker-Davis Project, which totaled 247 MW nameplate capacity in FY2023. Diversification is vital as the
ongoing Southwest drought conditions has reduced reservoir inflows which may impact power generation from these
facilities in the future. The District has contracted more than 2,500 MW of renewable sourced electric capacity

between 2009 and September 2023.

Summary of Purchased Power from Renewable Energy Sources as of September 2023

Project Counterparty Capacity® Fuel Commercial Term Location
MW) Operation (End Date)
Novo BioPower Novo BioPower, LLC 14 Biomass FY2009 FY2034 Snowflake, AZ
Dry Lake I Dry Lake Wind Power LLC 63 Wind FY2010 FY2030 Holbrook, AZ
Dry Lake II f{yCLake Wind Power IT 64 Wind FY2011 FY2031  Holbrook, AZ
Hudson Ranch I Hudson Ranch Power I, LLC 55 Geothermal FY2012 FY2042 ICrr;perlal Valley,
Queen Creek Solar  Queen Creek Solar, LLC 19 Solar PV FY2013 FY2033 Queen Creek, AZ
Cove Fort Enel Cove Fort, LLC 25 Geothermal FY2014 FY2034 Ef:; er County,
Sandstone Solar Sandstone Solar, LLC 45 Solar PV FY2016 FY2037 Florence, AZ
FY2016 - Imperial Valley,

CalEnergy CalEnergy, LLC 87 Geothermal FY2020 FY2040 CA
Kayenta Solar NTUA 27 Solar PV FY2018 FY2038 Navajo Nation, AZ
Kayenta Solar 2 NTUA 27 Solar PV FY2020 FY2050 Navajo Nation, AZ
Pinal Central Pinal Central Energy Center, Solar PV + .
Eneray Center LLC 20+10 Storage FY2018 FY2039 Pinal County, AZ
Saint Solar + Saint Solar LLC, Saint Solar PV + .
Storage Enerey Storage II, LLC 100 + 100 Storage FY2021 FY2046 Pinal County, AZ
East Line Solar East Line Solar LLC 100 Solar PV FY2021 FY2046 Pinal County, AZ
Central Line Solar  Central Line Solar, LLC 100 Solar PV FY2022 FY2042 Pinal County, AZ
West Line Solar West Line Solar, LLC 100 Solar PV FY2023 FY2048 Eloy, AZ
Babbitt Ranch Eilz:bltt Ranch Energy Center, 161 Wind FY2024 FY2054 i‘;’"mno County,
Sonoran Energy Solar PV + Little Rainbow
Center Sonoran Solar Energy, LLC 260+260 Storage FY2024 FY2044 Valley, AZ
Storey Energy Storey Energy Center, LLC 88-+88 Solar PV + FY2024 FY2044  Pinal County, AZ
Center Storage
Brittlebush Randolph Solar Park LLC 200 Solar FY2025 FY2050 Pinal County, AZ
Cameron NGI-Cameron I, LLC 200 Solar FY2025 FY2050 Navajo Nation, AZ
Sierra Estrella Sierra Estrella Energy
Storage Storage LLC 250 Storage FY2025 FY2045 Avondale, AZ
Superstition Energy Superstition Energy Storage 90 Storage FY2025 FY2045 Gilbert, AZ
Storage LLC
CO Bar Solar CO Bar Solar LLC 400 Solar PV FY2026 FY2046 Coconino County
COBarD CO Bar Solar LLC 394 Solar PV FY2026 FY2047 Coconino County

(M Capacity based on manufacturer nameplate capability.
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Coolidge Generating Station. The District owns and operates the Coolidge Generating Station, a simple cycle
combustion turbine electric peaking plant near Randolph, Arizona with a nominal capacity rating of approximately
551 MW. As part ofthe approved Coolidge Expansion Project, 12 gas turbines will be constructed to offer
575 megawatts (MW) of new power generation, which are each capable of ramping up to full production within ten
(10) minutes. This reliable peaking asset will provide enough power for approximately 139,000 average-size homes
by supporting the integration of wind, solar and batteries on our system. Like all the District’s facilities, it
will comply with all local, state and federal air quality regulations which are protective of human health and the
environment. The District expects construction to begin in 2024 with the first six turbine units becoming operational
by the summer of 2026 and the remaining six units becoming operational by the summer of 2027.

Gila River Power Station. The District owns 100% of power blocks 1 and 4 of the Gila River Power Station
(“Gila River”) and an undivided 50% ownership interest in the facility’s common assets, shared spare parts inventory,
and infrastructure. Gila River consists of four combined cycle gas-fired generating power blocks, each nominally
rated at 550 MW. The District is the operator of the entire Gila River facility.

Mesquite Generating Station. The District owns 100% of power block 1 of the Mesquite Generating Station
(“Mesquite”) which consists of two combined-cycle gas-fired generating power blocks, each nominally rated at 625
MW. Mesquite is located approximately 40 miles west of Phoenix, Arizona. The District also an has an undivided
50% ownership interest in most of the facility’s common assets and a 32.05% interest in the adjacent switchyard.
The District is the operator for the entire facility.

Peaking Generation Siting. The timing of new resources procurement or acquisition is driven by the regional
demand/load forecast, the development of demand-side response programs, and new or available generating assets
throughout the West. Various federal, state and regional initiatives relating to fossil-fuel-fired generating plants may
hinder the construction or procurement of additional fossil-fuel-fired generating plants in the future which may have
an adverse impact on the District’s ability to meet its native load commitments.

Future Resources. The District evaluates its options for obtaining reliable resources on a lowest possible cost
basis. In addition to the potential future resource options described below, the District balances short-term and long-
term energy purchases, refinements to its conservation programs, building its own new generation and ventures with
other plant developers to acquire the output from other plants being constructed. Arizona and many other western
states have either deferred or re-examined the implementation of deregulation of the electric industry. As a result,
certain merchant generators are seeking buyers for sales of power from, or purchases of, their plants. Consistent with
its acquisition of the Coolidge Generating Station, Desert Basin Project, Gila River Generating Station Blocks 1 &
4, and Mesquite Block 1, the District continues to evaluate the acquisition of other existing generation facilities.

Transmission. Electricity from the District’s diversified generation resource mix is delivered to customers over
a complex and reliable transmission system, which is integrated into the broader transmission network in the western
United States. The District owns, or jointly owns, transmission systems consisting of over 3,200 miles of transmission
lines at voltages ranging between 69 kilovolts (kV) and 500kV. The District’s transmission system transports
electricity from generation resources to the distribution system and ultimately serves the District’s retail customers.
When it is not prudent to build new or upgrade existing transmission lines, the District meets customers’ needs by
acquiring contract rights on transmission systems owned by others. The District also uses its transmission system to
access generation resources produced by others and to transmit this energy when surplus transmission capacity is
available.

A healthy and reliable transmission system is integral to providing safe and reliable power at a reasonable cost.
As the demand for electricity increases, it will be necessary to make upgrades, additions, or changes to the
transmission system to maintain its health and reliability. Additionally, the quality of the transmission system is also
challenged by external forces such as new regulations and policies, fluctuations in the economy and advancements
in technology.

In order to maintain a healthy and reliable transmission system the District must determine the need for system
improvements years in advance of the actual need. This is accomplished through annual planning studies that assess
system performance for the upcoming ten years. These studies are performed in accordance with industry accepted
planning standards and practices. The results of the studies are used to design the District’s transmission system to
reliably serve the expected electric system load. The transmission system upgrades, additions and changes that are
needed over the next two years are reflected in the Capital Improvement Program.
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Fuel Supply. The District’s projected use of fuel and other energy sources by type is shown on the following
table, which summarizes the District’s various sources of energy assuming the most efficient utilization of the
facilities expected to be available for the dates indicated.

TABLE 5 — Summary of Projected Energy Sources
(Expressed as a percentage of total sources)

Fiscal Year Hydro/ Renewables/

Ending April 30, Sustainable®  Gas/Qil Coal Nuclear Sustainable® Other
2024 2.3% 35.3% 28.3% 19.0% 13.8% 1.4%
2025 2.0% 34.2% 26.8% 17.6% 18.6% 0.7%
2026 1.9% 32.5% 26.3% 16.8% 21.6% 0.8%
2027 1.8% 39.0% 19.6% 15.6% 23.0% 1.0%
2028 1.7% 40.3% 18.2% 14.9% 23.9% 1.0%
2029 1.5% 40.2% 14.9% 13.8% 28.2% 1.3%
2030 1.3% 38.9% 11.3% 13.9% 32.8% 1.7%

(M Reference case FP24 Budget Forecast

@ Includes federal hydro purchases; hydro resources are included in the District’s Sustainable Portfolio.
®  Includes renewable energy purchases, renewable resources, energy efficiency and demand response.
@ Totals may not add due to rounding.

Coal. The District has an interest in five coal-fired generating stations. The District plans to shut down Craig
Unit 1 on December 31, 2025. Likewise, the anticipated shutdown date for Hayden, Unit 2 is the end of 2027. Craig
Unit 2 will retire on September 30, 2028. while the Four Corners Units 4 and 5 is scheduled for closure at the end of
2031, Finally, the anticipated shutdown date for the Coronado Generating Station (“CGS”) is no later than the end
0f 2032. Similarly, coal supply contracts for Four Corners expire in July 2031, which coincides with the anticipated
shutdown date for Units 4 and 5. The current coal supply contract for Hayden Unit 2 became effective January 1,
2012 and will expire in December 2027, which coincides with the anticipated shutdown date for Hayden Unit 2. The
current coal supply contract for Craig will expire in December 2025, which coincides with the anticipated shutdown
date for Craig Unit 1. The District has three existing coal supply agreements that provide for the supply of coal to
both the Coronado Generating Station (“CGS”) and Springerville Unit 4. The District believes it can continue to meet
the coal requirements for Craig Unit 2, CGS and Springerville Unit 4 when the current coal supply contracts for these
facilities expire. The stockpiles of coal for all coal-fired generating stations are at or above targeted levels for normal
operations.

Natural Gas. The District utilizes natural gas almost exclusively to fuel its oil or gas-fired units in the Phoenix-
Mesa-Scottsdale MSA, and plans to continue to do so. The District purchases natural gas pursuant to energy risk
management policies and trading strategies designed to minimize financial and operational risk while ensuring that
sufficient gas is available to serve the customers of the District.

Natural gas price hedging is primarily accomplished using financial instruments such as exchange-traded futures
and options contracts and “over the counter” swaps and options contracts. The vast majority of the District’s hedging
activities focus on a rolling six-year period into the future relative to the District’s retail customer demand. See
“CERTAIN FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY — Status of Competition in Arizona
— Energy Risk Management Program” herein, for a discussion of the District’s Risk Management Program. In May
2017, the District implemented and executed a defined hedging program through 2027 to mitigate fuel price risk
related to the incremental retail gas requirements attributed to the District’s retirement of the Navajo Generating
Station.

To date, most of the District’s energy-related hedging transactions have been conducted in the “Over the Counter”
(“OTC”) markets. Until the passage of the Dodd-Frank Wall Street Reform and Customer Protection Act (the “Dodd-
Frank Act”) in August of 2010, the OTC market was generally unregulated. The Dodd-Frank Act generally subjects
OTC transactions to rules and regulations related to, among other things, clearing, margining, and reporting
requirements. The District has implemented policies and procedures to comply with these rules and regulations.

Natural gas storage contracts are utilized to balance supply and demand as well as help manage price risk and

ensure reliable delivery. Natural gas is delivered to the District’s generating facilities via transportation contracts
with El Paso Natural Gas Company and Transwestern Pipeline Company.
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SVFC Transaction. In October 2007, the District entered into a 30-year gas purchase agreement with the Salt
Verde Financial Corporation (“SVFC”), an Arizona nonprofit corporation, to purchase approximately 15% of its
projected natural gas requirements needed to serve retail customers. The District is obligated to pay only for the gas
delivered under this contract. To fulfill its obligation, SVFC entered into a 30-year prepaid gas agreement with
Citigroup Energy Inc. SVFC financed the purchase by the issuance of its special obligation gas revenue bonds (“Gas
Revenue Bonds”). The Gas Revenue Bonds do not constitute a debt, liability, or obligation of the District.

SEA Transactions. In April 2021, the District entered into a commodity purchase agreement with Southeast
Energy Authority (SEA), a cooperative district and public corporation organized and existing pursuant to the laws of
the State of Alabama. Under the 30-year agreement, SEA will sell and deliver to the District and the District will
purchase specified quantities of natural gas at a market index price, less a specified discount. The initial gas delivery
period (during which time the District is committed to purchase approximately 5,500,000 MM Btu of natural gas
each year) began in November 2021 and will end in August 2028. That initial delivery period will be followed by
one or more reset periods, during which a recalculated available discount will be applicable. If the available discount
during any reset period is less than the minimum discount specified in the agreement, the District may elect not to
take the contracted quantity of gas, in which event the District will have no rights or obligations to take or purchase
any gas for the duration of that reset period.

After November 2028, the District may choose to switch the commodity being delivered from natural gas to
electricity, in which event electricity will be delivered for the duration of the term. After the initial discount period,
the District's total potential commitment under this agreement is 126,320,000 MMBtu of natural gas or 12,254,393
MWh of electricity. The expense for the commodity delivered, net of discount, will be recognized in total operating
expenses in the Combined Statement of Net Revenues.

In June 2022, the District entered into a second commodity purchase agreement with SEA. Under this 30-year
agreement, SEA will sell and deliver to the District and the District will purchase, specified quantities of natural gas
at a market index price, less a specified discount. The initial gas delivery period (during which time the District is
committed to purchase approximately 3,620,000 MM Btu of natural gas each year) began in January 2023 and will
end in June 2028. That initial delivery period will be followed by one or more reset periods, during which a
recalculated available discount will be applicable. If the available discount during any reset period is less than the
minimum discount specified in the agreement, the District may elect not to take the contracted quantity of gas, in
which event the District will have no rights or obligations to take or purchase any gas for the duration of that reset
period.

After June 2028, the District may choose to switch the commodity being delivered from natural gas to electricity,
in which event electricity will be delivered for the duration of the term. After the initial discount period, the District's
total potential commitment under this agreement is 109.94 billion cubic feet of natural gas or 6,414,554 MWh of
electricity. The expense for the commodity delivered, net of discount, will be recognized in total operating expenses
in the Combined Statement of Net Revenues.

In March 2023, the District entered into a third commodity purchase agreement with SEA. Under this 30-year
agreement, SEA will sell and deliver to the District and the District will purchase, specified quantities of natural gas
at a market index price, less a specified discount. The initial gas delivery period (during which time the District is
committed to purchase approximately 2,760,000 MM Btu of natural gas each year) began in July 2023 and will end
in June 2029. That initial delivery period will be followed by one or more reset periods, during which a recalculated
available discount will be applicable. If the available discount during any reset period is less than the minimum
discount specified in the agreement, the District may elect not to take the contracted quantity of gas, in which event
the District will have no rights or obligations to take or purchase any gas for the duration of that reset period.

After July 2029, the District may choose to switch the commodity being delivered from natural gas to electricity,
in which event electricity will be delivered for the duration of the term. After the initial discount period, the District's
total potential commitment under this agreement is 72.32 billion cubic feet of natural gas or 7,048,596 MWh of
electricity. The expense for the commodity delivered, net of discount, will be recognized in total operating expenses
in the Combined Statement of Net Revenues.

Nuclear. The nuclear fuel cycle for PVNGS is comprised of the following stages: the mining and milling of

uranium ore to produce uranium concentrates; the conversion of uranium concentrates to uranium hexafluoride; the
enrichment of uranium hexafluoride; the fabrication of fuel assemblies; the utilization of fuel assemblies in reactors;
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and the storage and disposal of spent fuel. APS, on behalf of APS, the District, EPE, SCE, PNM, SCPPA, and
LADWP (the “Palo Verde Participants”), has procured under contract approximately 94% of the materials and
services required to provide uranium concentrates in years 2023, 100% in 2024 and 2025, 76% in 2026, 68% in 2027,
57% in 2028, 43% in 2029, 28% in 2030, and 0% in 203 1. Concerning the requirements for Conversion Services,
the following requirements are currently under contract: 95% in year 2023, 100% in 2024 and 2025, 81% in 2026,
81% in 2027, 77% in 2028, 79% in 2029, 79% in 2030, and 0% in 203 1. Concerning the requirements for Enrichment
Services, the following requirements are currently under contract: 80% in 2023 through 2026. Concerning the
requirements for Fabrication Services, 100% of the requirements are under contract through 2027, and 67% in 2028.
APS is examining uranium supplies along with fuel conversion, enrichment, and fabrication services to reduce risks
associated with any single component of the supply chain and to better position the Palo Verde Participants when the
existing contracts begin to expire.

See “CERTAIN FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY — Nuclear Plant Matters”
herein, which includes further discussion on spent nuclear fuel.

Sustainability Goals & Related Programs

As the nation’s oldest multi-purpose federal reclamation project, the Salt River Project was founded on the
principles of resource stewardship. The District acknowledges the environmental challenges associated with
supplying reasonably-priced power to a growing customer base and recognizes that environmental stewardship,
resource conservation and efficiency create effective partnerships with its customers. The District is already pursuing
a portfolio of initiatives to meet current and future goals and has invested heavily in research and development.

On October 2, 2017, the Board adopted a set of sustainability goals through the year 2035 (“SRP 2035
Sustainability Goals”). The framework for the SRP 2035 Sustainability Goals includes five key pillars: carbon
emissions reductions, water resiliency, supply chain and waste reduction, customer and grid enablement, and
customer, community and employee engagement and there are several goals in each pillar. To achieve each goal, the
District will develop three sets of five-year action plans (FY21-FY25, FY26-FY30, FY31-FY35) that will feature
interim milestone targets and associated annual efforts.

Prior to the development of the first set of five-year action plans in FY21, the District conducted a robust
stakeholder and Board engagement process that began in FY 19 and culminated in FY20. A third party facilitator led
a five-month inclusive process that was divided into three phases. The first phase included a workshop with more
than 60 community stakeholders where the District shared the goals in detail and collected more than 1,200 comments
from participants. In the second phase, the District conducted five full-day meetings with a smaller Advisory Group
of 19 stakeholders representing a broad cross section of customers, environmental NGOs, public interest groups,
low-income consumer representatives, energy efficiency advocates, academics, municipalities, community
development groups and water resource experts. The third and final phase actively engaged the Board and Council
and included a full day study session on the recommended enhancements to the goals. Throughout the stakeholder
process, the District also solicited comments regarding the SRP 2035 Sustainability Goals on its website. More than
1,000 customers provided more than 4,000 discrete comments on the goals during the public comment period.

On June 3, 2019, the Board adopted the updated SRP 2035 Sustainability Goals. Based on the stakeholder input,
the Board increased the aggressiveness of many of the goals and expanded the number of goals from 14 to 20.
Highlights of the updated SRP 2035 Sustainability Goals are included in “Appendix F — 2035 Sustainability Goals”.
Significantly, the District’s revised carbon reduction goal is to reduce the amount of CO2 emitted by generation (per
megawatt-hour) by 65% from 2005 levels by 2035 and by 90% from 2005 levels by fiscal year 2050. In addition, the
District will also seek to enable 500,000 electric vehicles in the District’s service territory and manage the charging
for 90% of the electric vehicle load. Finally, in partnership with valley cities and others, the District will also conserve
5 billion gallons of water and work to restore 500,000 acres of forest lands in an effort to preserve the state’s vital
watersheds and mitigate catastrophic wildfires.

The SRP 2035 Sustainability Goals position the District as one of the first utilities in the electric power industry
to establish a comprehensive sustainability framework designed to reduce environmental impacts and operational
costs while also accommodating customer adoption of evolving technologies.

The District provides an energy offering called SRP Solar Choice in which over 6,400 of the District’s residential
and small/mid-size business customers support renewable energy. The Solar Choice Program provides customers the
choice of signing up to match 50% or 100% of their electricity use with utility scale solar energy located in the State
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of Arizona. Additionally, a similar Solar Choice Select program offering was launched to serve the green energy
needs of the District’s large commercial and industrial customers. The District also has its Residential Shade Tree
Program and Healthy Forest Initiative, which allow customers to support tree planting and forest restoration efforts.

Additionally, the District has 51,021 installed residential distributed generation customers as of the end of FY23.
Four options are available to take service under for customers who applied for solar subsequent to December 8, 2014.
Two are demand-charge rates (E-15 and E-27) and two are net billing rates (E-13 and E-14). Customers who installed
prior to this date can take service under any available rate on the District’s standard residential offerings.

The District has also continued its investment in energy efficiency and demand response programs. In recent
years, the District has invested over $500 million in energy efficiency initiatives. Examples of these programs include
rebates for efficient air conditioning systems, builder incentives for the construction of energy efficient homes,
rebates for energy saving devices and HVAC systems within commercial buildings, and e-commerce offerings for
discounted smart thermostats, LED lighting, and EV Chargers through the SRP Marketplace. The District continues
to grow its residential and commercial demand response programs. The residential Bring Your Own Thermostat
program has grown to include over 84,000 smart thermostats in which customers’ air conditioning system
temperatures are adjusted for a limited number of hours to reduce summer peak load. The comprehensive Business
Demand Response program provides customer incentives that execute custom load reduction plans to curtail air
conditioning, lighting, refrigeration and other equipment usage during peak summer hours.

The District’s award-winning M-Power® Pre-Pay Program has received national acclaim for its conservation
effect and its use of real time technology to display usage information to customers inside the home. Approximately
147,000 customers participate in the program, making it the largest pre-pay program in North America. Studies have
consistently demonstrated an average 12% reduction in energy usage for customers who switch to the program and
over 90% of customers on the program are satisfied/very satisfied with the program.

Augmenting programs that conserve energy, the District offers a portfolio of programs that shift peak demand.
The District’s E-26 time-of-use (“TOU”) pricing plan, designed to reduce customer load during the summer hours of
2:00 p.m. to 8:00 p.m., is one of the largest in the United States. The District also offers the E-21 and E-22 time-of-
use price plans designed to reduce customer load during the summer hours of 3:00 p.m. - 6:00 p.m. and 4:00 p.m. —
7:00 p.m., respectively. Over 34% of the District’s residential customers take service under a TOU price plan.
Including residential, commercial, and industrial loads, the District has about 56% of its retail sales load taking
service under a TOU price plan. See “ELECTRIC PRICES” for further discussion of the District’s TOU and M-
Power® Programs.

The portfolio of initiatives referenced above, coupled with many other activities and partnerships, will help meet
the District’s electrical needs while addressing some of the environmental issues facing the industry. The District
remains actively engaged at the state, regional and federal level on various regulatory initiatives affecting fossil-fuel-
fired power plants. See “CERTAIN FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY —
Environmental” for further discussion. Also see “Appendix F — 2035 Sustainability Goals” for further detail.

Additionally, the District recognizes the importance of customer and community engagement. This engagement
serves to increase customer satisfaction and community trust in the District. The District offers a robust set of
programs and initiatives focused on customer and community support and education. These programs span areas of
water conservation, pool safety, power line safety, limited income assistance programs, and support for community
organizations and teachers, among others. This suite of programmatic offerings also serves to bolster the District’s
other sustainability objectives in the process by increasing public awareness around water and energy efficiency, the
District has a long tradition of maintaining a strong focus on community engagement and continues that focus through
these customer and community initiatives. A list highlighting some of these programs is included in Appendix G.

Insurance and Liability Matters

The liability exposure of electric utilities has generally increased over time as the diversity and number of claims
and resulting awards has increased. Electric utility insurance needs have increased accordingly in the areas of
coverage and policy limits. In general, over the long-term, the commercial insurance market has not satisfied these
increased needs. The commercial insurance market is highly cyclical, with cycles characterized by periods of
increasing limits and coverage with lower deductibles, followed by periods of coverage and limit restrictions, higher
deductibles and, in some cases, non-renewals or cancellations. As a result, several industry mutual companies have
been formed to serve the coverage and limit requirements of the industry, and the District has placed a majority of
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its liability and directors and officers’ insurance with such mutual carriers to ensure long-term stability of its
insurance programs. The District does continue to place some liability coverages in the commercial market.
Additionally, in 2004 the District established SRP Captive Risk Solutions, Limited (“SRPCRS”), a wholly-owned
subsidiary, to provide property insurance coverage for certain acts of terrorism as originally provided by the Federal
Terrorism Risk Insurance Act of 2002 and extended by the Terrorism Risk Insurance Program Reauthorization Act
of 2007, 2014, and 2019. Additionally, SRPCRS is utilized to provide other coverage to the District when it can
provide enhanced or more economical coverage than through the commercial insurance market.

Insurance for boiler and machinery and property risks in the past was obtained primarily from the commercial
market, but a portion of that coverage has been placed with industry mutual companies when most economical. The
District believes it has adequate coverage and limits, although insurer competition in the commercial market has
declined in some years due to increasing utility loss experience, consolidation of insurers and declining investment
income. These factors, as well as catastrophic losses such as natural disasters have periodically resulted in higher
premiums and deductibles and restricted limits and coverage. The District intends to continue the use of commercial
carriers to insure machinery and property risks and to expand the use of industry mutual insurance companies to the
extent adequate capacity is available. In response to recent incidents of vandalism at electric facilities throughout the
United States, the District has taken significant security measures to protect its Electric System and other assets.

Environmental Matters

General. The District’s policy is to conduct its operations in compliance with all applicable federal, state, tribal,
and local laws, regulations, and rules relating to the environment. The District has implemented a comprehensive
compliance assurance program, including audits, to meet that goal. However, due to continued changes resulting
from legislative, regulatory and judicial actions, there is no assurance that facilities owned by the District will remain
subject to the regulations currently in effect, will always be in compliance with future regulations, or will always be
able to obtain all required operating permits. An inability to comply with environmental regulations could result in
additional capital expenditures to comply, reduced operating levels, or the complete shutdown of individual electric
generating units (“EGUs”) not in compliance.

See “CERTAIN FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY — Environmental” for
further discussion of environmental issues.

See “THE ELECTRIC SYSTEM — Environmental Matters — Navajo Generating Station and Four Corners
Generating Station Units 4 and 5” below for a discussion of administration of federal environmental laws by Indian
tribes.

Solid and Hazardous Waste Management. Many normal activities in connection with the operation of the
District generate hazardous and non-hazardous wastes. Federal, state, and local laws and regulations governing waste
management impose strict liability for cleanup costs and damages resulting from hazardous substance release or
contamination, regardless of time or location, on those who generate, transport, store, treat, or dispose of hazardous
wastes. At any given time, various District facilities may be subject to inspection by federal, state, or local regulatory
authorities to determine compliance with laws and regulations pertaining to hazardous and non-hazardous waste
management, and District facilities may be included in studies of contaminated sites by federal and state regulatory
authorities. The District has established a plan for managing hazardous waste to ensure compliance with applicable
laws and regulations, and independently assesses its facilities to determine whether there is any contamination
resulting from its activities. From time to time the District and the Association receive inquiries from regulatory
authorities about the status of various contaminants at the District’s facilities and respond as appropriate.

Water Quality. The federal government and Arizona have extensive regulatory systems governing water quality,
including permit programs for discharges to surface water and to groundwater, and superfund programs to clean up
groundwater contamination. Nineteen state superfund sites and six federal superfund sites targeting contamination
of groundwater are active within the greater Phoenix metropolitan area. SRP has wells located in sixteen of the
nineteen state superfund sites and in two of the six federal superfund sites that are threatened or impacted. The
Association has agreed with other responsible parties to clean up one federal superfund site, and preliminary reports
have identified one District facility as a possible source of contamination for another federal superfund site and an
adjacent state superfund site. The full impact, in terms of cost and operational problems, to the District of the reports
or laws and regulations pertaining to water quality cannot be quantified at this time.
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See “LITIGATION — Environmental Issues — Superfund Sites” for discussion of the Motorola 52nd Street
Superfund site and the West Van Buren Superfund site.

See “THE DISTRICT — Irrigation and Water Supply System” above for a discussion of well remediation
activities.

See “THE ELECTRIC SYSTEM — Environmental Matters — Navajo Generating Station and Four Corners
Generating Station Units 4 and 5” below for a discussion of administration of federal environmental laws by Indian
tribes.

Air Quality. Like other electric utilities and industries, the District is subject to federal, state, and local standards
to control emissions to protect air quality. The District’s coal-fired generating units are located in the western United
States where the federal agencies place a high emphasis on preserving air quality and visibility at large national parks,
monuments, wilderness areas and Indian reservations. Because many of the District’s coal-fired generating stations
are located in the vicinity of these federal lands, those generating stations may be subject to particularly stringent
control standards. These standards substantially increase the cost of, and add to the difficulty of, operating coal-fired
EGUs. In addition, many of the District’s natural gas-fired generating stations are located in portions of Maricopa
County designated as “nonattainment” with respect to the federal ambient air quality standards for ozone. This
designation adds restrictions to the ability of the District to make changes to existing operations, or permit new
operations, without meeting highly stringent emissions control requirements and offsetting air emissions increases
with reductions elsewhere in the non-attainment area. The District anticipates environmental requirements regarding
air emissions will continue to change substantially in the future. Legislative or regulatory mandates related to the
Clean Air Act (“CAA”) and climate change initiatives may result in additional requirements for reductions of
emissions that are currently regulated, like sulfur dioxide (“SO-.”), nitrogen oxides (“NOx”), particulate matter
(“PM”), mercury, and GHG. The District continues to monitor regional climate change initiatives. While government
leaders continue to debate climate change, the District is aggressively pursuing strategies to develop facilities to
provide renewable and low-carbon intensity generation capacity and continues to monitor legislative and regulatory
developments and provide comments as appropriate.

Based on currently available information, the District cannot estimate or predict its costs to comply with any
future proposals and goals but believes that such costs could be material. See “CERTAIN FACTORS AFFECTING
THE ELECTRIC UTILITY INDUSTRY — Environmental” for a discussion of the consent decree with the EPA
concerning CGS.

See “THE ELECTRIC SYSTEM — Sustainable Resource Portfolio” and “CERTAIN FACTORS AFFECTING
THE ELECTRIC UTILITY INDUSTRY — Environmental” for a discussion of the District’s efforts to address GHG
emissions.

See “THE ELECTRIC SYSTEM — Environmental Matters — Navajo Generating Station and Four Corners
Generating Station Units 4 and 5 below for a discussion of administration of federal environmental laws by Indian
tribes.

Navajo Generating Station and Four Corners Generating Station Units 4 and 5. Certain environmental laws,
including the CAA, the Clean Water Act, and the Safe Drinking Water Act, contain provisions pursuant to which
Indian tribes may be treated as states for purposes of administering programs under those acts. The Navajo Nation
has obtained EPA approval to administer programs under some of these laws. In general, NGS and Four Corners are
regulated by EPA Region IX in San Francisco, California, and comply with applicable federal regulations. APS, as
operating agent for Four Corners, entered into a Voluntary Compliance Agreement with the Navajo Nation that
establishes contractual authority for the Navajo Nation to issue permits and regulate certain air emissions at Four
Corners under certain rules not stricter than those of the EPA. The Navajo Nation has contractually agreed that it
will not regulate or attempt to regulate the decommissioning activities at NGS.
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ELECTRIC PRICES

Under Arizona law, the District’s publicly elected Board has the authority to establish electric prices. While the
Articles of Incorporation of the Association provide that the Secretary of the Interior may revise electric prices, the
Secretary of the Interior has never requested any revision of the District’s electric prices. The District is required to
follow certain procedures for public notice and a special Board meeting before implementing any changes in its
standard electric price plans. As described under “SECURITY FOR 2023 SERIES B BONDS — Rate Covenant”
above, the Resolution contains certain covenants of the District relating to pricing.

The District is a summer peaking utility, and for many years, has made an effort to balance the summer-winter
load relationships through seasonal price differentials. In addition, the District prices on a time-of-day basis for large
commercial and industrial, and certain residential and commercial users.

The District operates in a highly regulated environment in which it has an obligation to deliver electric service to
customers within its service area. In 1998, the Arizona Electric Power Competition Act (the “Competition Act”)
authorized competition in the retail sale of electric generation, recovery of stranded costs, and competition in billing,
metering and meter reading.

While retail competition was available to all customers by 2001, only a few customers chose an alternative energy
provider, and those customers have since returned to their incumbent utilities. At this time, there is no active retail
competition within the District’s service territory or, to the knowledge of the District, within the State of Arizona.
On April 21, 2022, the Arizona Legislature passed H.B. 2101 which repealed the earlier statues providing for retail
competition in the State of Arizona, and, on April 26, 2022, Governor Ducey signed H.B. 2101 into law.

See “CERTAIN FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY — Status of Competition in
Arizona — The Arizona Corporation Commission” for a discussion of competition among utilities regulated by the
ACC.

The District has a long history of promoting price designs that provide customers with the appropriate price
signals to reduce load during peak time periods/seasons and use electricity efficiently. All residential, commercial
and industrial price plans have seasonally differentiated prices. The District has one of the largest residential Time-
of-Use (“TOU”) programs in the United States. With commercial and industrial loads included, the District has about
56% of its retail sales load taking service under a TOU price plan. The District also has the largest residential “pre-
pay” program in the United States. Under this program customers pay in advance for their electricity. This program,
also known as M-Power®, has had the effect of reducing electricity consumption by participating customers by
approximately 12%.

The District’s price plans have been unbundled since 1999. In May 2002, the District implemented a Fuel &
Purchased Power Adjustment Mechanism (“FPPAM”) to allow for rate adjustments to recover actual fuel and
purchased power costs. The District has had both increases and decreases in the FPPAM since it was implemented
(examples as shown below). FPPAM adjustments based on changes to average costs may occur twice per year (May
and November). However, if the over/under-collection balance exceeds a range of $20 million, positive or negative,
management may choose to propose additional adjustments, up to a maximum of one (1) per quarter.

In June 2004, the District introduced a Transmission Cost Adjustment Factor (“TCAF”) to recover costs the
District would incur if the District were required to participate in regional transmission organizations. To date, no
costs have been incurred or recovered through the TCAF.

Through a component called the Systems Benefits Charge (“SBC”), the District recovers the costs of programs
benefiting the general public, such as discounted rates for low-income customers and customers on medical life
support, and for nuclear decommissioning, including the cost of spent fuel storage. SBC continues to be separately
identified and included in the District’s price plans for the regulated portion of its operations.

In November 2009, the District introduced an Environmental Programs Cost Adjustment Factor (“EPCAF”) to

recover costs incurred by the District to comply with renewable-energy, energy efficiency and climate-change related
requirements imposed by mandate. The frequency of adjustments followed the same rules as FPPAM.
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On March 25, 2019, the District’s Board concluded a public process by approving changes and adjustments to its
price plans, including an overall average annual price decrease of 2.2% beginning with the May 2019 billing cycle,
which for most customers begins sometime in April. This overall decrease was comprised of a 1.7% base increase
and a 3.9% FPPAM decrease.

In the same public process, the District’s Board also approved the restructuring of the EPCAF component of bills.
In the years since the EPCAF was established, renewable energy and energy efficiency became an integral part of
the District’s resource portfolio. Accordingly, the need for a separate price mechanism to collect these costs was no
longer necessary; therefore, the Board approved the elimination of EPCAF as a separate, unbundled component of
retail price plans. The costs of energy efficiency are now recovered in base rates through the SBC component, and
expenses for all renewable PPAs are included in the FPPAM.

In addition to other approved changes and adjustments in the March 2019 public process, the District’s Board
approved three new price plan options for residential customers who add solar or other technologies to generate some
of their energy requirements. The District structured the new E-13, E-14, and E-15 price plans and the existing E-27
price plan for distributed generation customers to be in line with what non-distributed generation customers pay for
the same services. Distributed generation customers can now choose from a variety of rate options that include two
demand rates and two non-demand rates. In March 2019, the Board also approved updated wholesale transmission
rates which to better align the District’s rates with generally accepted industry practices and improve the allocation
of costs between retail and wholesale transmission customers. In January 2020, the Board approved changes to the
District’s Open Access Transmission Tariff to address the District’s participation in the California Independent
System Operator Energy Imbalance Market (“EIM”), the expansion of the network integration transmission service
to include service on transmission lines outside the immediate transmission network within the Phoenix metropolitan
area (“Valley Network™) and the expansion of point-to-point transmission service to include paths within the Valley
Network.

On February 1, 2021, the Board voted to approve an eventual overall average annual price increase of 3.9% by
approving new FPPAM prices. In consideration of customers, the pandemic and overall economic environment, the
proposal delayed implementation of the increased prices until November 2021. To help manage the FPPAM under
collection balance of $50.1 million, the Board also approved to transfer $82.0 million to the Rate Stabilization Fund
which was applied to offset the FPPAM under collection balance on April 30, 2021.

On September 12, 2022, the Board voted to approve two annual FPPAM price increases of 4.7% each, beginning
November 2022 and November 2023. Additionally, the Board voted not to collect $124 million of the existing under-
collected balance from customers. On March 28, 2023, the Board voted to approve an additional overall increase
through FPPAM rates of 4.9% to the already approved increase of 4.7% effective November 1, 2023, for a total
overall price increase of 9.6% compared to current price levels. The District’s under-collected balance at the end of
July 2023 was $458 million. According to the Department of Energy EIA-816 Reports for 12 months ending May
31, 2023, the District’s electric rates remain lower than average for the Southwest.

CAPITAL IMPROVEMENT PROGRAM

The Capital Improvement Program is a multi-year forecast of all District construction expenditures and is subject
to change from time to time for several reasons, including changes in projections for economic and customer growth,
changes in construction costs, projects being added, deleted, deferred, or completed and changes in the period covered
by the forecast. See “THE DISTRICT — Economic and Customer Growth in the District’s Service Area.”

The Capital Improvement Program for fiscal years 2024 through 2029 totals approximately $8.1 billion. Of this
total, approximately $7.7 billion is for construction (including contingencies), $213.3 million is for capitalized
administrative and general expenses and $196.1 million is for capitalized interest. In the past, the District has paid a
portion of the cost of the Capital Improvement Program from internally generated funds and a portion from the
proceeds of Revenue Bonds. The District anticipates funding approximately 49% of the Capital Improvement
Program from Revenue Bonds, other forms of indebtedness and third-party contributions. The remainder is
anticipated to be funded by internally generated funds.

The Capital Improvement Program is driven by the need to sustain the generation, transmission, and distribution
systems of the District in order to meet customer electricity needs and to maintain a satisfactory level of service
reliability. Of the approximately $8.1 billion Capital Improvement Program, approximately $3.3 billion is directed
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to generating projects. These include funding for such items as plant betterments and future generation facilities.
Approximately $2.1 billion is planned for expansion of the electrical distribution system to meet future growth and
to replace aging underground cable. The efforts for pole asset management, line additions and station upgrades
account for part of the $632.8 million planned expenditures for transmission.

To provide for uncertainties in construction costs (including possible schedule changes, and other factors that
may affect construction costs) and to provide a scope allowance for projects that may be needed in the future but are
not yet identified, the District has included a general contingency allowance in the Capital Improvement Program in
addition to specific contingency allowances provided for major construction projects. No assurance is given that the

estimated costs and contingency allowance will be adequate for their purposes.

The District updates its Capital Improvement Program annually in April of each year. When projected economic
and customer growth declines, the District reviews its Capital Improvement Program to reflect revised demands on
the Electric System. See “THE DISTRICT — Economic and Customer Growth in the District’s Service Area.”

Table 6 summarizes the District’s fiscal year 2024 through 2029 Capital Improvement Program.

TABLE 6 — Fiscal Year 2024 through 2029 Capital Improvement Program

2024
Electric Construction:
Generation................ $ 413,830
Transmission ........... 255,392
Distribution.............. 367,260
Customer Systems ... 80,063
Customer Support.... 154,351
Subtotal — Electric
Construction.......... 1,270,896
Contingency
Allowance & Risk
Portfolio................. 54,140
Subtotal................. 1,325,036
Capitalized
Administrative and
General Expenses .. 36,578
Capitalized Interest.. 17,031
Total® ....ccoovee. $ 1,378,645

(M Totals may not add due to rounding.

2025

$372,511
88,071
354,210
80,959
111,597

1,007,348

32,209

1,039,557

29,541
20,513

$ 1,089,611

($000s)
2026

$ 396,349
83,341
342,851

80,220
160,525

1,063,285

47,171

1,110,456

30,443
25,538

$ 1,166,437

2027

$ 597,615
102,219
328,538

72,110
128,879

1,229,361

105,847

1,335,209

35,765
29,427

$ 1,400,401

2028

$ 628,616
42,208
343,372
71,339
110,082

1,195,617

94,163

1,289,781

36,028
42,837

$ 1,368,646

(The balance of this page intentionally left blank)
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2029

$910,721
61,606
335,563
65,591
102,765

1,476,246

111,592

1,587,838

44,959
60,765

$ 1,693,562

Total
2024-29

$ 3,319,642
632,837
2,071,794
450,282
768,199

7,242,754

445,123

7,687,877

213,313
196,113

$ 8,097,303



SELECTED OPERATIONAL AND FINANCIAL DATA

Customers, Sales, Revenues and Expenses

Classification of Customers. The District has a diversified customer base. As of the fiscal year ending April 30,
2023, no single customer represented more than 4.0% of operating revenues. The classifications of the District’s
electric customers are shown in Table 7.

Unless otherwise indicated, the financial information included below pertains solely to the District and is not
prepared on a combined basis consisting of the District and the Association.

TABLE 7 — 2023 Customer Accounts, Sales, and Revenues
Fiscal Year Ended April 30, 2023

Customer
Accounts Sales
as of April Total Sales Revenue
30,2023 (GWh) % (8000) %
Residential ........cocecevenieencnecnenes 1,025,378 14,657 39.1 $ 1,770,474 45.1
Commercial and Small Industrial ... 99,820 12,147 324 1,138,205 29.0
Large Industrial ...........ccooeverreennnen. 26 3,072 8.2 192,232 4.9
MINES ...cveveieierieieeneeeneeee e 20 1,203 32 76,566 2.0
PUMPS .o 150 22 0.1 2,163 0.1
Public/Private Lighting................... 10,495 169 0.5 31,726 0.8
Interdepartmental...............ccuon....... 1 115 0.3 10,983 0.3
Subtotal/Retail ..........ccccoveennnnee. 1,135,890 31,385 83.8 3,222,349 82.2
Electric Utilities/Wholesale)......... 99 6,131 16.2 699,635 17.8
Total ..o 1,135,989 37,516 100.0 $3,921,984 100.0

™ The electric industry engages in an activity called “book-out” under which some energy purchases are netted against sales, and power
does not actually flow in settlement of the contract. The District presents the impacts of these financially settled contracts on a net
basis. Wholesale figures shown are adjusted to exclude book-outs.

As has been historically the case, residential customers accounted for customer classification with the largest
energy consumption. With 1,025,378 customers as of April 30, 2023, this group serves as a solid base, bringing in
approximately 45.1% of total electric revenues.

The second largest retail customer classification is the commercial and small industrial group; these customers
numbered 99,820 as of April 30, 2023 compared to 97,963 as of April 30, 2022. The commercial and small industrial
group represents a highly diverse customer base, which includes businesses such as newspapers, dentists, cosmetics,
fast food, repair shops, schools, apartments, and grocery stores. The remaining customer categories span a wide range
of customers and industries, which include manufacturers, government contractors, gas and chemical producers,
agricultural interests, and municipalities.
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Historical Operating Statistics. The following table shows certain historical operating statistics of the District
for the most recent five fiscal years ended April 30 ($000s). For comparative purposes, certain prior-year amounts
have been reclassified to conform with the current-year presentation.

TABLE 8 — Historical Operating Statistics

2023 2022 2021 2020 2019
SERVICE:
Total Customers at Year-End...................... 1,135,989 1,112,684 1,093,264 1,074,953 1,057,123
Total Sales (million kWh)................ 37,516 38,070 41,339 35,288 37,261
Average Revenue per kWh (cents)... 10.68 9.32 8.37 8.86 9.02
Retail Only:
Sales (millions KWh)........cccceeeviereinnnnen. 31,386 30,327 30,786 28,808 29,139
Increase (Decrease) in Sales (%) .............. 3.5% 1.5)% 6.9% 1.D)% 2.4%
TOTAL OPERATING REVENUES: (D®)X10) $ 4.008,510 $ 3.549.396 $ 3.461.184 §$§ 3.125.587 $ 3.361.218
OPERATING EXPENSES
Fuel and Purchased Power®® ... $ 2241285 $ 985543 $ 1,087,585 $ 1,075916 $ 956,329
Operating and Maintenance® ..................... 1,155,902 1,094,534 1,079,740 1,033,551 1,096,543
Sales and Payroll Taxes .........cccceeveeeurnnenn. 46,720 45,336 43,030 41,896 43,485
Ad Valorem Taxes™................... 3.331 3,705 3,725 4,467 3.933
Total Operating Expenses®® 3.447,238 2,129,118 2,214,080 2.155.830 2,100,290
NET OPERATING REVENUES................ $ 561,272 $ 1,420,278 $ 1,247,104 $ 969,757 $ 1,260,928
VOLUNTARY CONTRIBUTIONS IN
LIEU OF TAXES:©
EXpensed.......ccoceeieieienieieieeieseeeie s $§ 112435 § 125937 § 121,221 § 124,173 § 116,382
Capitalized - - - - -
TOtal. .o $§ 112435 § 125937 $ 121,221 § 124,173 $ 116,382
OTHER STATISTICS:
Annual Peak (MW):
System Requirements .... 7,620 7,571 7,615 7,250 7,305
Total Peak Load™................ 7,691 7,669 7,714 7,347 7,393
System Load Factor(%)® ..........ccccceveue... 48.6% 47.0% 47.5% 47.3% 46.7%
Residential Statistics:
Annual Average Residential Customers ... 1,016,664 997,470 979,464 964,247 949,411
Annual Sales (million KWh) ........ooooeon..... 14,657 14,022 14,868 13,227 13,436
Average Annual Usage (kWh)........... 14,417 14,057 15,180 13,717 14,152
Average Sales Price per kWh (cents)........ 11.98 11.64 11.40 11.52 11.60

@ Includes inter-company sales and other electric revenue.

@ Excludes charges for water for power, depreciation on generation and railroad facilities, ad valorem taxes and voluntary contributions
in lieu of taxes on railroad facilities and amortization of nuclear fuel.

®) Excludes depreciation on generation, transmission, distribution and general plant.

@ Applies to out-of-state properties owned by the District.

© District operating expenses and net operating revenues as presented are not in accordance with generally accepted accounting principles
(“GAAP”) due to the exclusion of depreciation expense and voluntary contributions in lieu of taxes.

© See “SELECTED OPERATIONAL AND FINANCIAL DATA — Customers, Sales, Revenues and Expenses — Voluntary
Contributions in Lieu of Taxes.”

™ Includes Eastern Mining Area, embedded districts and interruptible load transactions.

® System load factor is the ratio of system energy requirements in kWh to the product of the system requirements times the number of
hours in a year. These percentages reflect in major part the wide differential between the extreme summer cooling season and the
moderate winter heating season.

© Total operating revenues and fuel and purchased power have been adjusted for the effects of Accounting Standards Codification Topic
815, Derivatives and Hedging (“ASC 815”).

(0 SRP adopted ASU 2016-02, Leases (Topic 842) in FY2020. As permitted under ASU 2016-02, periods prior to adoption are not
restated.

Voluntary Contributions in Lieu of Taxes. In accordance with permissive legislation, the District makes
voluntary contributions each year to the State of Arizona, school districts, cities, counties, towns and other political
subdivisions of the State of Arizona, for which property taxes are levied and within whose boundaries the District
has property devoted to furnishing electric service. As a political subdivision of the State of Arizona, the District is
exempt from property taxation. The amount paid is computed on the same basis as ad valorem taxes paid by a private
utility corporation with allowance for certain water-related deductions. Contributions based on the costs of
construction work in progress are capitalized, and those based on plant-in-service are expensed.

See “THE ELECTRIC SYSTEM — Existing and Future Resources — Purchased Power” herein.
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Additional Financial Matters

Short-Term Promissory Notes and Credit Agreement Borrowings. The District’s Board has authorized the
issuance of up to $800 million in short-term promissory notes (the “Promissory Notes”). The Promissory Notes are
sold in the commercial paper market and mature no more than 270 days from the date of issuance. The Promissory
Notes are issued in minimum denominations of $100,000, in bearer or registered form without coupons, and bear
interest from their date at an annual interest rate not in excess of 15%. As of April 30, 2023, the District had $325
million of Promissory Notes outstanding, consisting of $50 million in Promissory Notes sold in the tax-exempt
commercial paper market and $275 million in Promissory Notes sold in the taxable commercial paper market.

The District has four revolving credit agreements, a $200 million revolving credit agreement with U.S. Bank
National Association (“U.S. Bank RCA”), a $175 million revolving credit agreement with JPMorgan Chase Bank,
National Association (“JPMorgan RCA”), a $175 million revolving credit agreement with TD Bank (“TD Bank
RCA”), and a $250 million revolving credit agreement with Bank of America (“Bank of America RCA”) (as
amended, the “Revolving Credit Agreements”). All four agreements support the $325 million of Promissory Notes
outstanding as of April 30, 2023. The U.S. Bank RCA expires on June 28, 2024, the JPMorgan RCA expires on June
29, 2026, the TD Bank RCA expires on July 14, 2026, and the Bank of America RCA expires on December 9, 2025.

The District has limited the total amount of indebtedness which may be outstanding at one time under the
Revolving Credit Agreements, or any agreement in substitution or replacement therefor, and in the commercial paper
market to an aggregate of $800 million. However, the District can issue Promissory Notes in excess of $800 million
if it obtains additional District Board authorization and liquidity/credit facilities equal to such additional Promissory
Notes.

The indebtedness of the District evidenced by the Promissory Notes is, and any borrowings under the RCAs and
short term credit agreement would be, an unsecured obligation of the District payable from the general funds of the
District lawfully available therefor, subject in all respects to the prior lien of U.S. Government Loans, if any, Revenue
Bonds and other indebtedness of the District secured by revenues or assets of the District. No specific revenues or
assets of the District are pledged to the payment of the Promissory Notes or any borrowings under the RCAs, and the
Promissory Notes and such borrowings are not payable from taxes.

No Default. The District is not in default in the payment of the principal of or interest on any of its bonds, notes,
or other debt obligations. The District is in compliance with all other covenants of its bonds, notes, or other debt
obligations.

Management’s Discussion of Operations. Operating revenues were $1.3 billion for the three months ended July
31,2023 (FY24) and $1.2 billion for the three months ended July 31, 2022 (FY23). In the first quarter of FY24, retail
electric revenues increased $44.9 million, or 4.2%, to $1.1 billion, primarily due to warmer weather that led to an
increase in volumes sold when compared to the same period last year. However, that increase was partially offset by
a decrease in wholesale revenues of $14.9 million, or 12.6%, to $103.4 million. Wholesale revenues for the first
quarter of FY24 included a fair value gain of $8.3 million compared to a $9.7 million fair value gain for the same
period in FY23. Excluding the fair value adjustments, wholesale revenues would have been $95.1 million and $108.6
million in the first quarters of FY24 and FY23, respectively, a decrease of $13.5 million, or 12.5%, primarily due to
a significant decrease in wholesale energy prices. The total number of customers as of July 31, 2023, was 1,138,602,
an increase of 2.0% from July 31, 2022.

Operating expenses were $902.1 million for the first quarter of FY24 and $896.8 million for the same period in
FY23, an increase of $5.3 million, or 0.6%. Fuel used in electric generation and power purchased include adjustments
for the fair value of fuel and power-purchase contracts. Excluding the fair value gains of $50.9 million and $45.2
million in the first quarters of FY24 and FY23, respectively, these expenses would have increased $11.0 million, or
1.2%.

Investment income (loss), net was income of $74.6 million for the first quarter of FY24 compared to a loss of
$10.1 million for the same period in FY23. Investment income (loss), net includes a fair value gain of $68.1 million

in the first quarter of FY24 and a fair value loss of $11.8 million in first quarter of FY23.

Net financing costs were $36.9 million and $29.8 million for the first quarters of FY24 and FY23, respectively.
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Net revenues for the first quarter of FY24 were $399.5 million, compared with net revenues of $298.1 million for
the first quarter of FY23. Excluding the effects of the changes in the fair value of wholesale revenues, fuel and power-
purchase contracts and investment income (loss), net, net revenues would have been $272.2 million and $255.0
million for the first quarters of FY24 and FY23, respectively.

Three Months Ended and as of July 31, 2023 and 2022

TABLE 9 — Summary Combined Statement of Net Revenues
($000s — Unaudited)

2023 2022
Operating Revenues:
REtail EISCHIIC .oouvviiiiiiiieeeiee ettt et $1,125,232 $1,080,381
WALET .ottt ettt ettt ettt e e sa e ae et e sbaesbesbeasbesbaessesbeeseensaesseseesnenes 4,824 5,610
WRHOIESALE ...t 103,412 118,276
Other EICCHIIC . ..ccuiiiiiiiei ettt e et 23,254 24,351
Total Operating Revenues®.............ccocviveieeiieieceeeeeeeeeee et 1,256,722 1,228,618
Operating Expenses:
Purchased POWET ..........oooiuiiiieceee e 204,559 220,839
Fuel Used in Electric GENEration .............ooovveeeveieioveeeeeeeeeeieeeeeeeeeeaeeeeenenens 201,813 204,274
Operations and Maintenance)...............c.cocvevevieeeeeeerieeeeeeeeeeeeeeeeeeeeeeenenens 302,021 262,683
Depreciation and AMOITIZAtION .........cc.eeververieierieeieieesieseeee e eeesseeaeseenens 151,046 166,142
Taxes and Tax Equivalents.......... J T 42,674 42.815
Total Operating EXPENSES .......cccvevvieciieiieeiienieesee e esieeereesiee e eiveeveenens 902,113 896,753
Net Operating Revenues 354,609 331,865
Other Income:
Investment Income (LOSS), NEt......cceerieriiieriieiierieecee et 74,625 (10,097)
Other Income (Loss), net 7.146 6.081
Total Other Income (LOSS), NEt.....c.eecuieiieiiieciieeiee e 81,771 (4,016)
Net FINAnCing COSS.....couiiiirieierieieeresriesieeeesieeeessesseessesseesseeseessesssessesssessessesses 36,892 29,770
NET REVENUES ...ttt sttt sttt seens $ 399,488 $ 298,079

M The unaudited combined financial data reflect the combined net revenues of the District and the Association. This data is prepared in
the same manner as the most recently audited Combined Financial Statements attached hereto as Appendix A.
@ Inter-company transactions eliminated.

(The balance of this page intentionally left blank)
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TABLE 10 — Summary Combined Balance Sheets)

($000’s)
As of
July 31,
2023 April 30,
(Unaudited) 2023
ASSETS
Utility Plant, at Original COst .........ccccooeverereeerinenenene. $ 19,743,335 $ 19,579,457
Less: Accumulated Depreciation (10.289.238) (10,180.,268)
9.454.097 9.399.189
Other Property and Investments ...........ccoceeeveveeeienueneennen. 2,219,478 2,235,494
CURRENT ASSETS
Cash and Cash Equivalents 274,565 295,945
Temporary INVESIMENES ........ceverreririeierereireririsienereeeens 242,415 276,245
Current Portion, Segregated Funds ...........ccccocevinennee. 85,275 104,746
RECEIVADIES, NEE ..ot eeeeeeeeeeeeans 607,502 315,526
FUET SLOCKS .o 128,124 110,041
Materials and SUPPLES.........covvvrveveverereiriieeereieereens 354,232 330,204
Current Commodity Derivative ASsets........c.coceeeneenen. 6,408 -
OtROT ..ttt 42,566 45.289
1,741,087 1.477.996
Deferred Charges and Other Assets 813,253 821,578
TOTAL ASSETS ..ottt $ 14,227,915 $ 13,934,257
CAPITALIZATION AND LIABILITIES
CAPITALIZATION
Long-Term Debt $ 4,929,452 $ 4,950,000
Accumulated Net Revenues...........cocooeveneiininenenenecane 6,402,078 6,002,590
TOTAL CAPITALIZATION ....cooovviiiviiiininrininieieieceens 11,331,530 10.953.490
CURRENT LIABILITIES
Current Portion, Long-Term Debt..........cccccoevirininnee. 113,930 113,930
Accounts Payable 299,805 318,553
Accrued Taxes and Tax Equivalents..............cocevevevenne. 112,953 121,995
Accrued INTErESt .......c.oveeiiieeeeeeeeeeeeeee e 21,334 67,603
142,312 139,589
38,160 98,668
261,009 261,037
1,906,882 1,859,392
$ 14,227,915 $ 13,934,257

M The unaudited combined financial data reflect the combined balance sheets of the District and the Association. This data is prepared
in the same manner as the most recently audited Combined Financial Statements attached hereto as Appendix A.
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Outstanding Revenue Bond Long-Term Indebtedness. As of April 30, 2023, the District had outstanding
$4,329,110,000 of Revenue Bonds, excluding any unamortized bond discount/premium.

The following table shows the Revenue Bond Debt Service Requirements immediately preceding the issuance of
the 2023 Series B Bonds.

TABLE 11 — Total Revenue Bond Debt Service Requirements®

Principal Interest
Requirements Requirements
Years Ending on Outstanding on Outstanding Total Debt Service
April 30, @ Revenue Bonds Revenue Bonds® Requirements
115,546,667 170,834,072 286,380,739
121,325,000 195,694,360 317,019,360
127,385,833 189,628,110 317,013,944
133,751,250 183,258,819 317,010,069
142,689,167 176,571,256 319,260,423
142,640,417 169,436,798 312,077,214
151,573,333 162,304,777 313,878,110
161,478,333 154,726,110 316,204,444
173,145,417 146,652,194 319,797,610
183,917,083 138,363,589 322,280,673
192,290,833 129,988,348 322,279,181
2035 e et ra b ens 200,997,083 121,282,994 322,280,077
2036 ettt ens 210,014,167 112,266,764 322,280,931
2037 oottt reereens 219,687,083 102,595,448 322,282,531
2038 ettt sttt ae b ens 230,565,000 92,543,177 323,108,177
2039 et enaas 129,155,000 82,189,427 211,344,427
2040 ittt st ens 247,181,667 76,224,167 323,405,834
2OAT oo 258,986,250 64,421,099 323,407,349
2042 oottt ere b eaas 99,398,750 51,963,654 151,362,404
2043 ettt ens 135,412,083 47,044,117 182,456,200
2044 ...ttt 142,126,667 40,326,263 182,452,929
2045 oottt ens 149,180,833 33,275,129 182,455,963
2040 ..ot et beeenaas 156,455,417 25,996,927 182,452,344
2047 oottt ens 109,651,667 18,631,475 128,283,142
DOAB ..o 114,301,667 13,979,082 128,280,749
2049 ot eas 118,783,333 9,498,222 128,281,555
2050 it abe e e ebeeeeas 123,493,333 4,790,215 128,283,548

@ Totals may not add due to rounding.
@ Payment amounts for Debt Service are for the years in which they accrue, not for the years in which they are paid.
® Interest Requirements do not reflect subsidy payments from Build America Bonds.

(The balance of this page intentionally left blank)
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The following table shows the actual application of revenues and coverage of Debt Service requirements for fiscal
years 2023, 2022, 2021, and 2020.

TABLE 12 — Historical Application of Revenues and Coverage of Debt Service Requirement
($000°s — Unaudited)

2023 2022 2021 2020

Electric RevenuesV® . .........ccoooviviviiiiieiiein, $ 3,997,060 $ 3,556,700 $ 3,480,117 $ 3,155,136
Operating Expenses®®®) e, 3,014,555 2,583,732 2,324,204 2,126,054
Revenues from Operations ...........c..cceveeeveeeeeeineeeneenn, 982,505 972,968 1,155,913 1,029,082
Interest and Other Income (Net)......c..ccoveeevveerreeneennen. 85.202 66,058 24,057 55.633
Revenues Available for Debt Service.......ccccooovuveenee. 1,067,707 1,039,026 1,179,970 1,084,715
Rate Stabilization Funds...........cccceevevirvenincieneeienen. - -- -- --
Revenues Available for Debt Service on Revenue
Bonds and Subordinated Debt .............cccceeeveeenieennenn. 1,067,707 1,039,026 1,179,970 1,084,715
Debt Service Requirements Revenue Bonds .............. 296,251 294,412 292,280 276,940
Debt Service Requirements Subordinated Debt 10,427 681 1,003 6,648

Total Debt SEIvice .....ccevvvvieriieieierireie e 306,678 295,093 293.283 283.588
Coverage of Total Revenue Bond Debt Service®...... 3.60 3.53 4.04 3.92
Coverage of Total Debt Service(® 3.48 3.52 4.02 3.82
Balance after Debt Service................ 761,029 743,933 886,687 801,127
Plus: Interest on Construction Fund ...............c.ccee... 365 60 627 1,577
Less: Contribution in Lieu of Taxes.........ccccccvveveenee.. 112,435 125,937 121,221 124,173
Less: Contributions to Water Operations.................... 60,730 56,290 65,202 59,158
Less: Falling Water Charges) ..........ccccccoeveveeiecnnn. 7.959 5.465 3.684 2,651
Balance Available for Corporate Purposes................. $ 580270® § 556301 $ 697,207 $ 616,722

@ Includes inter-company sales.

@ Electric Revenues and Operating Expenses do not include the effects of ASC 815, Derivatives and Hedging.

© Includes ad valorem taxes applicable to out-of-state properties owned by the District and payroll taxes. Excludes depreciation,
voluntary contributions in lieu of taxes and inter-company charge for water for power and includes price increases.

@ Operating expenses include costs on an accrual basis for post-retirement medical benefits.

© Figures derived by dividing line “Revenues Available for Debt Service” by line “Debt Service Requirements Revenue Bonds.”

© Figures derived by dividing line “Revenues Available for Debt Service on Revenue Bonds and Subordinated Debt” by line “Total Debt
Service.”

@ The charges by the Association for water used in hydroelectric generation.

® May be reconciled with combined net revenues for 2023 as follows:

($000’s — Unaudited)

BALANCE AVAILABLE FOR CORPORATE PURPOSES.......ccocooiiiiiiiieciieeeeeereeeeeaenes $ 580,270
Bond principal TEPAYIMENL........cueueriiuiieirieiiriei ettt ettt sttt ettt e e b essenesseseeseneesenene 110,042
CapitaliZed INETEST.......ccvoieieieiciiiietcice ettt 14,402
Depreciation and amOTtIZALION ...........c.ccvririeueueuiririeteieteieeeee ettt ee s st e e se e senes (673,243)
Fuel related depreciation (reflected in fUEl COSES).....cvruiiriririiniriinieirieire et (3,118)
Realized Earnings on segregated post retirement investment funds.............. (35,233)
Amortization of bond discount/premium, issuance, and refinancing expenses 46,090

Net Revenues before impact of fair value adjustments............ccoeueueeninnnnncnne . 39,210

Impact of fair value adjuSMENtS .........c.c.cciiiriiiieieiiieeecc et (400.740)

COMBINED NET REVENUES .....cocooiiiiiiiieiiinnrit ettt $ (361,530)

(The balance of this page intentionally left blank)
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CERTAIN FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY

General

The electric utility industry in general has been, and in the future may be, affected by a number of factors that
could impact the business affairs, financial condition and competitiveness of an electric utility and the level of
utilization of generating facilities, such as those of the District.

Among others, key factors include, (i) the regulatory requirements related to the issues of climate change, (ii)
effects of compliance with rapidly changing environmental, safety, licensing, regulatory and legislative requirements,
(iii) changes resulting from conservation and demand-side management programs on the timing and use of electric
energy, (iv) changes that might result from national energy policies, (v)“self-generation” by certain industrial and
commercial customers, (vi) issues relating to the ability to issue tax-exempt obligations, (vii) severe restrictions on
the ability to sell to nongovernmental entities electricity from generation projects financed with outstanding tax-
exempt obligations, (viii) changes from projected future electricity requirements, (ix) increases in costs, (x) shifts in
the availability and relative costs of different fuels, (xi) effects of the financial difficulties confronting the power
marketers, and (xii) costs resulting from attempts to change the way transmission providers operate. Any of these
factors (as well as other factors) could affect the financial condition of any given electric utility and likely will affect
individual utilities in different ways.

The District cannot predict what effects these factors will have on its business operations and financial condition,
but the effects could be significant. The following is a brief discussion of certain of these factors. However, this
discussion does not purport to be comprehensive or definitive, and these matters are subject to change subsequent to
the date of this Official Statement. Extensive information on the electric utility industry is, and will be, available
from sources in the public domain, and potential purchasers of the securities of the District should obtain and review
such information.

The Federal Energy Regulatory Commission

FERC regulates the transmission of electricity in interstate commerce. Historically, with limited exceptions,
FERC has not regulated transmission services by public power. However, the Energy Policy Act of 2005 (the “Energy
Policy Act”) expanded FERC jurisdiction by granting FERC authority to regulate the non-rate terms and conditions,
and to a lesser extent, rates, under which public power entities (including the District) provide transmission services,
either through a comprehensive rule-making impacting all public power entities or upon a final finding that any one
public power entity has engaged in discriminatory practices that impaired fair and open access to its transmission
system. The Energy Policy Act explicitly prohibits FERC from requiring public power entities to take actions that
would violate a private activity bond rule. To date FERC has declined to generically implement its authority over
public power entities, and determined its authority would be used on a case-by-case basis. FERC has thus far only
ordered one specific public power entity to file a FERC-approved open access transmission tariff.

In response to FERC’s open access rules for nondiscriminatory transmission and interconnection services, the
District developed a Board of Directors-approved Open Access Transmission Tariff (“OATT?”) that is publicly posted
and sets forth the terms and conditions under which the District operates its transmission system. The District’s terms
and conditions for transmission and interconnection services are largely equivalent to the terms and conditions
established by FERC in a pro forma tariff. By operating under its own version of a public power entity OATT that
is modelled upon the FERC pro forma tariff, the District offers reciprocal service to FERC-jurisdictional public
utilities which helps ensure that the District, in turn, has access to the transmission system of those public utilities.

(The balance of this page intentionally left blank)
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Status of Competition in Arizona

In 1998, Arizona enacted the Electric Power Competition Act (the “Competition Act”), which applies to public
power entities, like the District. The Competition Act authorized competition in the retail sale of electric generation,
recovery of stranded costs, and competition in billing, metering and meter reading. While retail competition was
available to all customers by 2001, only a few customers chose an alternative energy provider, and those customers
have since returned to their incumbent utilities. At this time, there is no active retail competition within the District’s
service territory or, to the knowledge of the District, within the State of Arizona. On April 26, 2022, Governor Ducey
signed into law H.B. 2101, which repealed the earlier statutes providing for retail competition in the State of Arizona.
The District cannot predict if retail competition may reemerge at some time in the future. See “ELECTRIC PRICES”
for further discussion.

The Arizona Corporation Commission. The ACC regulates investor-owned and cooperatively-owned utilities,
called public service corporations in Arizona. The Arizona Legislature, in the Competition Act, directed the ACC to
adopt rules for competition similar to what the Arizona Legislature had enacted for public power entities.

In 1999, the ACC issued its rules for retail electric competition. The rules were challenged in the courts and held
to be invalid. At various times since, numerous energy service providers, meter reading, and meter service providers,
as well as brokers, large industrial customers and merchant power plant owners have urged the ACC to reinstate
some form of retail competition, but none have been successful. In May 2013, when the ACC opened a further inquiry
into retail competition and requested that interested parties provide comments on a series of ACC-issued questions.
The District participated in this inquiry. On September 11, 2013, the ACC voted to close its inquiry into whether the
ACC should consider deregulation of the Arizona electricity market. The ACC’s action was consistent with the
position advocated by the District.

In a proceeding filed in 2010, an advocacy group for the solar industry comprised of equipment manufacturers,
dealers and installers, and a solar electric provider, petitioned the ACC for a determination that providers of certain
solar service agreements were not public service corporations. At issue was whether such providers were public
service corporations under the Arizona Constitution and, therefore, regulated by the ACC. The ACC ruled on June
30, 2010, that a solar electric provider providing service to a school, nonprofit organization or governmental entity
from a solar facility constructed on the customer’s premises was not subject to ACC jurisdiction as a public service
corporation.

In December 2018, a docket was again opened at the ACC for possible modifications to the ACC rules for
competition. The ACC staff filed their first report on possible modifications in July 2019 and held a workshop on the
topic in the same month. The District participated in the workshop. Following the July workshop, Staff was directed
to complete research on the outcomes in other deregulated states and the Commissioners were asked to docket any
questions they may have on the matter for interested parties to respond to. On April 26, 2022, Governor Ducey signed
into law H.B. 2101 which repealed the 1998 outdated and unused statutes regarding retail electric competition,
effectively retaining the policy and practice of vertically integrated utilities.

Beginning in July 2012, the ACC created a buy-through program for APS, which allowed a limited number of
large industrial customers to purchase generation from other providers. The ACC has modified the program over the
years and has since required TEP to provide a buy-through option. TEP submitted a proposal for a buy-through
program in March 2021, and the ACC approved it in December 2022. Under A.R.S. Section 30-810 which became
effective September 24, 2022, public power entities such as the District are required to offer a similar buy-through
program on or before January 1, 2024. As a result, the District has developed a buy-through program, which was
approved by the Board on September 26, 2023 and will be available to a limited number of large customers on
January 1, 2024.

Strengths of the District’s Business Strategy. The District has several strengths with regard to its business
strategy. The District has retained its existing vertically integrated infrastructure and is developing additional
resources to keep up with its load growth. Its fuel sources for existing generation are diversified, and planned
additions include sustainable as well as gas resources. See “THE ELECTRIC SYSTEM —Existing and Future
Resources” and “THE ELECTRIC SYSTEM — Projected Peak Loads and Resources” herein.

The District has been preparing for significant changes in the utility industry for well over a decade. The District
has implemented initiatives that included extensive debt refinancing, renegotiation of fuel supply agreements, staff
reductions, implementation of numerous operating efficiencies and enhancing services provided to the District’s
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customers. The District also has a diversified customer base and, as of the end of the fiscal year ending April 2023,
no single customer provided more than 4.0% of its operating revenues. See “SELECTED OPERATIONAL AND
FINANCIAL DATA — Customers, Sales, Revenues and Expenses” herein.

On April 1, 2020, the District formally joined the western EIM. The EIM is a five-minute automated energy
market designed to help optimize the dispatch of energy and manage variable generation resources to serve
customers. The EIM’s advanced market systems automatically find the lowest-cost energy to serve real-time
consumer demands of participating utilities. The EIM enables utilities to buy and sell power more efficiently in the
hour before the energy is needed, with five-minute plant dispatching, which results in improved efficiencies and cost
savings.

The EIM is operated by the California Independent System Operator. Motivated principally by California energy
policy advancements and the addition of large amounts of solar and wind to the Western grid, the EIM seeks to
provide improved generation dispatch efficiency, enhanced operational flexibility and reduced costs for participants.
The EIM is a relatively small part of the overall Western energy market. While EIM transactions occur in five-minute
increments, the vast majority of energy purchases and sales in the west occur in day-ahead, month-ahead, and longer
time frames. While it is a small market when compared to the overall energy market, it can provide additional
economic benefits to participants, particularly with regard to managing variable resources.

The District is regulated by an independent, publicly elected Board of Directors that approves its capital budgets
and electric price structure. Together the Board and management have developed these various initiatives in response
to the significant changes occurring in the electric utility industry. See “THE DISTRICT — Organization,
Management and Employees™ herein.

The District has conducted studies showing that customers with high loyalty rates are less likely to select another
generation provider. Consequently, the District has implemented projects and programs geared towards enhancing
“customer loyalty” by offering them a range of pricing and service options. Moreover, the District is one of the low-
cost price leaders in the Southwest. See the discussion of price initiatives under “ELECTRIC PRICES.” The District
was recognized in 2022 by J.D. Power & Associates for scoring the highest in residential customer satisfaction among
electricity providers in the West. The District has received this award 23 out of the last 24 years.

Energy Risk Management Program. The cornerstone of the District’s risk management approach is its mission
to serve its retail customers. This means that the District builds or acquires resources to serve retail customers, not
the wholesale market. However, as a summer peaking utility, there are times during the year when the District’s
resources exceed its retail load, thus giving rise to wholesale activity. The District has an Energy Risk Management
Program to limit exposure to risks inherent in retail and wholesale energy business operations by identifying,
measuring, reporting, and managing exposure to market, credit, and operational risks. To meet the goals of the Energy
Risk Management Program, the District uses various physical and financial instruments, including forward contracts,
futures, swaps, and options. Certain of these activities are accounted for under ASC 815. Under ASC 815, derivative
instruments are recorded in the balance sheet as either an asset or liability measured at their fair value. The standard
also requires that changes in the fair value of the derivative be recognized each period in earnings or other
comprehensive income depending on the purpose for using the derivative and/or its qualification, designation, and
effectiveness as a hedging transaction. Many of the District’s contractual agreements qualify for the normal purchases
and sales exception allowed under ASC 815 and are not recorded at market value.

The Energy Risk Management Program is managed according to a policy approved by the District’s Board of
Directors to address market, credit, and operational risks. The program is overseen by a Risk Oversight Committee
composed of senior executives. The District maintains an Energy Risk Management Department separate from the
energy marketing area. The Energy Risk Management Department regularly reports to the Risk Oversight
Committee.

Environmental

Electric utilities are subject to federal, state, and local environmental regulations that continually change due to
legislative, regulatory, and judicial actions. There is concern by the public, the scientific community, and certain
portions of the federal and state governments regarding environmental damage resulting from the use of fossil fuels.
Under President Obama’s administration, there were a number of regulatory initiatives that affected the electric utility
industry. Changes to environmental regulations under the provisions of multiple environmental laws created certain
barriers to new facility development and modifications of existing facilities. President Trump’s administration set
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new environmental priorities and moved forward with actions to revise key regulations put in place by the previous
administration. President Biden’s administration has sought to reverse many of the Trump administration’s
regulations, policy and guidance and impose more stringent requirements on the power sector. Because many of these
actions have not been proposed or finalized, or are subject to ongoing legal challenges, it is still unclear how these
changes will affect the electric utility industry.

The District continually assesses the risk of policy initiatives on its generation assets and develops contingency
plans as necessary to comply with future laws and regulations relating to low- or no-greenhouse gas (“GHG”) energy
and reducing pollutant emissions. The District cannot predict whether additional legislation or rules will be enacted
that will affect the District's operations, the impact of any initiatives on the District and, if such laws or rules are
enacted, what the costs to the District might be in the future because of such action.

Air Quality. Efforts to reduce emissions from fossil fuel power plants are on-going, and increase the cost of, and
add to the difficulty of, siting, constructing and operating fossil fuel electric generating units (“EGUs”). As a result
of legislative and regulatory initiatives, the District has made reductions in emissions of mercury and other pollutants
at its coal-fired power plants, including plants located on the Navajo Nation.

The full significance of air-quality standards and emissions-reduction initiatives to the District in terms of costs
and operational impacts is difficult to predict. The cost of fossil fuel purchased by the District may increase and
permit fees may increase significantly, resulting in potentially material costs to the District as well as reduced
generation. The District assesses the risk of these policy initiatives on its generation assets and develops contingency
plans that may include the curtailment or closure of one or more of the District’s generating units. The District cannot
predict the impact of such initiatives on the District at this time.

Mercury and Air Toxics Standards. In February 2012, the EPA published the Mercury and Air Toxics Standards
(“MATS”) rule, which established new emissions standards for trace metals, acid gases, mercury, and organic compounds
from existing and new coal- and oil-fired power plants under the CAA. The District determined the rule required new
controls for mercury at the District-operated CGS and NGS facilities. The District completed the construction of
equipment to support the selected mercury control strategy at each plant prior to the April 2016 deadline for compliance
with the MATS mercury limit. No additional controls for MATS compliance were required at any other coal-fired plants
in which the District has an interest.

On April 25, 2016, EPA published a supplemental finding that it is “appropriate and necessary” to regulate
hazardous air pollutants (“HAP”) emissions from coal- and oil-fired EGUs. In June 2016, five petitions for review
were filed challenging the final rule and the cases were consolidated. At EPA’s request, the consolidated cases have
been held in abeyance since April 2017. The District is monitoring the litigation.

On May 22, 2020, EPA published in the Federal Register a final rule entitled “National Emission Standards for
Hazardous Air Pollutants: Coal- and Oil-Fired Electric Utility Steam Generating Units — Reconsideration of
Supplemental Finding and Residual Risk and Technology Review.” The rule rescinded the legal basis for the MATS
rule and finalized a Risk and Technology Review (“RTR”) concluding that no further restrictions on EGU HAP
emissions were necessary. On June 19, 2020, numerous environmental, public health, and civil rights groups sued
EPA, challenging EPA’s decision to rescind the agency’s appropriate and necessary finding. On July 21, 2020,
environmental groups filed a petition for review of EPA’s final RTR. The groups challenge various aspects of the
RTR as unlawful and/or arbitrary, including EPA’s decision to not set numeric emission limits for organic hazardous
air pollutants; EPA’s refusal to eliminate the “extended” startup period; the “new rationale” for excluding startup,
shutdown, and malfunction (“SSM”) emissions from the risk analysis; and the multipath way risk analysis. EPA filed
a motion requesting the court hold the cases in abeyance pending EPA’s review of the rule, and the court granted the
motion on February 16, 2021. On July 13, 2023, the court dismissed the various cases challenging EPA’s rule.

On January 31, 2022, EPA proposed to reaffirm that it remains appropriate and necessary to regulate HAP
emissions, including mercury, from power plants after considering cost. This action would revoke the 2020 finding
that it was not appropriate and necessary to regulate coal- and oil-fired power plant HAP emissions. As part of the
proposal, EPA stated the agency is also reviewing the 2020 RTR. Accordingly, the EPA solicited comment on the
performance and cost of new or improved technologies that control HAP emissions, improved methods of operation,
and risk-related information to further inform the agency’s review of the MATS RTR. On February 15, 2023, EPA
issued its rule restoring the agency’s finding that it is “appropriate and necessary” (“A&N”) to regulate power plants’
air toxics.
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On April 24, 2023, EPA proposed to determine that the 2020 RTR was flawed and that the updated technology
review requires certain changes to the MATS. For coal-fired electric generating units (“EGUs”), EPA is proposing
to lower the emission limit for filterable particulate matter (“fPM”), which serves as a surrogate for non-mercury
hazardous air pollutant metals, from the current 0.030 Ibs/mmBtu to 0.010 Ibs/mmBtu, and possibly as low as 0.006
Ibs/mmBtu. EPA is also proposing to require continuous emissions monitoring systems (“CEMS”) to demonstrate
compliance with the fPM standard and eliminating the option to demonstrate compliance by conducting periodic
stack testing or PM continuous parameter monitoring systems.” Affected EGUs would have to comply with the
revised standards within three years of the effective date of the final rule. The District is monitoring this activity and
cannot predict the outcome at this time.

Regional Haze Rule. Provisions of the EPA’s Regional Haze Rule require emissions controls known as Best
Available Retrofit Technology (“BART”) for certain coal-fired power plants and other industrial facilities that emit air
pollutants that reduce visibility in Class I areas such as national parks. The District has financial interests in several coal-
fired power plants that underwent BART analysis during the first planning period of the Regional Haze Rule. States were
required to submit to EPA a Regional Haze State Implementation Plan (“SIP”) revision to address the rule’s second
planning period no later than July 31, 2021. The SIP revision is required to include measures as needed to make
“reasonable progress” towards natural visibility conditions in Class I areas for the period covered by the plan—the years
2018 to 2028. Sources that underwent BART analysis during the first planning period are not exempt from making further
reductions to achieve reasonable progress. ADEQ published a draft SIP revision for the second planning period on
June 13, 2022. In the draft, ADEQ issued preliminary determinations that no additional controls were warranted for
District coal-fired units. The public comment period for the draft SIP revision ended July 14, 2022. On August 15,
2022, ADEQ submitted its State Implementation Plan Revision: Regional Haze Program (2018-2028). On the same
date, EPA determined that the Arizona SIP Revision was complete. EPA is currently reviewing the SIP revision to
determine whether it meets the criteria for approval. The District is monitoring this activity and cannot predict the
outcome at this time.

Coronado Generating Station. CGS is subject to source-specific terms under the Arizona Regional Haze SIP. The
CGS SIP revision consists of an interim operating strategy that is in effect from December 5, 2017, to December 31,
2025, and a final operating strategy that would take effect on January 1, 2026. The interim operating strategy requires
CGS to curtail Unit 1 for various periods during certain winter months. The District is proceeding with a final
operating strategy to install Selective Catalytic Reduction (“SCR”) on Unit 1. The new Unit 1 SCR will include
components that are currently part of the SCR system for Unit 2. At the end of the project, each Unit will have a
separate, dedicated SCR system. The District will couple SCR operations on both units with continued seasonal
curtailments of CGS’ operations. Both units will retire no later than year 2032.

The Sierra Club petitioned the EPA to object to the renewal of the CGS Title V air permit on January 10, 2021,
alleging that the Title V permit fails to mandate permanent closure of Unit 1 by December 31, 2025, or alternatively
fails to require a significant permit revision in the event the District proceeds with SCR installation. The District
responded to the petition on February 16, 2022. The EPA issued an order responding to the petition on June 14, 2022,
granting the petition in part and denying the petition in part. The EPA granted Sierra Club’s request for an objection
regarding whether the permit conditions authorizing the installation of SCR on Unit 1 were appropriately included
in the Title V permit because the permit record was inadequate. The EPA directed ADEQ to amend the Title V
permit and permit record as necessary to include and explain the extensions authorizing the installation of SCR on
Unit 1 and to specify the authority for the permit conditions. Following public notice and comment, ADEQ amended
the Title V permit to address EPA’s order. The EPA denied the remainder of the Sierra Club’s claims. On September
30, 2022, EPA published in the Federal Register a notice regarding the final order on Sierra Club’s objection to the
Title V permit.

On August 12,2022, the Sierra Club filed a petition in the U.S. Court of Appeals for the Ninth Circuit challenging
EPA’s denial of its remaining claims. A stipulation for dismissal was filed on April 6, 2023. On May 5, 2023, the
court dismissed the appeal.

Agua Fria Generating Station (AFGS). On November 24, 2020, the District submitted a permit renewal
application for the existing units at AFGS and a significant permit revision application for two new combustion

* EPA is also proposing to lower the mercury emissions limits for EGUS that fire lignite coal, however, the District
does not have any units utilizing lignite coal.
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turbines on April 30, 2021 to Maricopa County Air Quality Department (MCAQD). MCAQD issued the permit on
December 9, 2021. The Sierra Club petitioned EPA to object to the permit, and on July 28, 2022, EPA issued an
order granting in part and denying in part the Sierra Club’s petition. MCAQD revised the permit to comply with the
EPA’s order. The revised permit was submitted for public notice and comment and EPA review. During the review
period, the Sierra Club submitted comments on revisions and requested a public hearing. EPA made no additional
comments on the permit revisions. MCAQD made minor changes to the permit in response to the Sierra Club’s
comments and issued a revised Title V permit to the District on May 2, 2023. The Sierra Club again petitioned EPA
to object to the revised Title V permit on June 1, 2023, alleging that the Title V permit fails to properly limit the
potential to emit hazardous air pollutants (HAPs) from AFGS to less than major source levels and as such improperly
failed to include applicable requirements for the two new combustion turbines. In its Technical Support Document
accompanying the final permit, MCAQD states that AFGS is not a major source of HAPs because the District has
requested to limit allowable single and combination HAP below 10 and 25 tpy respectively. The EPA has not
responded to Sierra Club’s second petition, and on August 29, 2023, Sierra Club filed a Notice of Intent to Sue to
EPA for failure to respond the second petition.

EPA Greenhouse Gas Emissions Regulations. The District recognizes the growing importance of the issues
concerning climate change (global warming) and the potential implications they could have on its operations. The
District closely monitors climate change and other legislative and regulatory developments at the federal, state, and
regional levels. Implementation of caps, taxes, or standards on emissions of GHG or other air pollutants from fossil
fuel power plants would substantially increase the cost of, and add to the difficulty of siting, constructing, and
operating EGUs.

In addition, the District is unable to predict the impact of climate change more generally on the District and its
operations and markets. However, such impact may include, for example, effects on the District’s operations directly
or indirectly through customers or the District’s supply chain, increased capital expenditures, costs to purchase or
profits from sales of allowances or credits under a “cap-and-trade” system, increased raw material and equipment
costs, increased insurance premiums and deductibles as new actuarial tables are developed to reshape coverage, a
change in competitive position relative to industry peers and changes to profit or loss arising from increased or
decreased demand for the District’s production, changes in human population patterns, and potential physical impacts
such as changes in rainfall patterns, shortages of water or other natural resources, changing surface water and
groundwater levels, changing storm patterns and intensities, and changing temperature levels.

EPA Carbon Regulations for Existing EGUs. On July 8, 2019, EPA published in the Federal Register the
“Affordable Clean Energy” (“ACE”) rule that repealed and replaced the 2015 Clean Power Plan (“CPP”). Unlike the
CPP, the ACE rule did not set state and tribal targets for carbon emission reductions. Instead, the rule required states
to set carbon emissions performance standards for coal-fired EGUs based on a revised determination that the “best
system of emission reduction” is application of heat rate improvement technologies. This rule was applicable to all
coal-fired plants in which the District has an interest. Numerous states and cities and environmental groups
challenged the ACE rule, and on January 19, 2021, the D.C. Circuit Court vacated and remanded the ACE rule to
EPA, finding that the ACE rule, as well as the repeal of the CPP, “hinged on a fundamental misconstruction of”
Section 111(d). Multiple petitions for certiorari were filed with the U.S. Supreme Court asking the court to consider
the extent of EPA’s authority to regulate greenhouse gases at existing power plants. In July 2022, the Supreme Court
ruled EPA lacks the authority to regulate power plants by mandating shifting of generation technology across fleets
as required by the CPP. On May 11, 2023, EPA proposed five separate rules related to GHG’s (2023 Proposed
Carbon Rules) to: (i) revise the new source performance standards (NSPS) under Section 111(b) for GHG emissions
from new fossil fuel-fired stationary combustion turbine EGUs; (ii) revise the NSPS for GHG emissions from fossil
fuel-fired steam generating units that undertake a large modification; (iii) establish emission guidelines pursuant to
Section 111(d) for GHG emissions from existing fossil fuel-fired steam generating EGUs, including coal-fired and
oil/gas-fired steam generating EGUs; (iv) establish emission guidelines pursuant to Section 111(d) for GHG
emissions from the largest, most frequently operated stationary combustion turbines; and (v) repeal the ACE Rule.
Public comments on the 2023 Proposed Carbon Rules were due on August 8, 2023.

The 2023 Proposed Carbon Rule for existing fossil-fired EGUs would establish the best system of emission
reduction (BSER) for coal-fired utility boilers based on the unit’s operating horizon. Once EPA establishes the BSER
for existing units, states are required to establish standards of performance that reflect the degree of emission
limitation achievable through application of the BSER. These state standards of performance are established in SIPs
that must be approved by EPA.
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For coal-fired boilers operating past December 31, 2039, EPA is proposing the BSER to be carbon capture and
sequestration (CCS) with 90% capture of CO; by January 1, 2030. The presumptively approvable emission standard
is an 88.4 percent reduction in the unit’s annual baseline emission rate on a pound (Ib) of CO, per MWh-gross basis.
For units operating after December 31, 2031, but ceasing operations by December 31, 2039, the BSER would be co-
firing with natural gas (40% by volume) by January 1, 2030. The presumptively approvable emission standard is a
16 percent reduction in the unit’s annual baseline emission rate. For coal-fired boilers that cease operations on or
before December 31, 2031, and coal-fired boilers that cease operations on or before December 31, 2034, that adopt
an enforceable capacity factor limit of 20% beginning on January 1, 2030, the proposed BSER is routine methods of
operation and maintenance. The presumptively approvable standard is no increase in the CO, emission rate.

At this time, the District anticipates that it will have two coal-fired generating stations in operation past December
31, 2031. The Coronado Generating Station is expected to retire no later than 2032. The District has not announced
a retirement date for the Springerville Generating Station. The District does not believe it is feasible to implement
CCS or co-fire with natural gas at either facility by 2030.

The 2023 Proposed Carbon Rule for existing fossil-fuel fired stationary combustion turbines establishes BSER
for the largest, and most frequently used existing natural gas fired combustion turbines. For units with a capacity
factor greater than 50 percent and a nameplate capacity greater than 300MW, EPA proposes two BSER pathways.
The CCS pathway would establish the BSER as implementation of CCS with 90% capture of CO; by 2035, with the
presumptively approvable emission standard of 90 1b CO,/MWh. The low-GHG hydrogen pathway would set a two-
stage BSER of co-firing with low-GHG hydrogen, beginning with 30% by volume in 2032, and 96% by volume
beginning in 2038. The presumptively approvable emission rates would be 680 1b CO,/MWh and 90 1b CO,/MWh,
respectively. The District does not believe it is feasible to implement CCS or hydrogen co-firing at its existing natural
gas generating units by the timeframes required in the 2023 Proposed Carbon Rule. Thus, if the 2023 Proposed
Carbon Rule for existing fossil-fuel fired combustion turbines is implemented as currently purposed, the District will
need to operate its large, natural gas units so that the capacity factors do not exceed 50 percent.

The 2023 Proposed Carbon Rule for new fossil-fuel fired stationary combustion turbines establishes BSER and
associated standards of performance for new stationary combustion turbines by subcategory. Units in the low load
subcategory are defined as having a capacity factor less than 20%. The BSER for the low load category is the use of
low emitting fuels with a corresponding standard of performance of 120 Ib CO2/MWh to 160 1b CO,/MWh depending
on the fuel type. For units in the intermediate category (capacity factor between 20% and approximately 50%) or
base load subcategory (capacity factor greater than 50%) the proposed BSER is co-firing with low-GHG hydrogen
or CCS depending on the capacity factor of the units. The District does not believe it is feasible to implement CCS
or hydrogen co-firing for new gas units at this time. Thus, any new gas generation in the near term will need to be
designed to meet the requirements of the low load subcategory.

The 2023 Proposed Carbon Rule is expected to be immediately challenged once it is finalized. The District cannot
predict the outcome of this matter at this time.

The District has already taken significant and material action to reduce its carbon emissions intensity. In 2004,
the District Board directed management to enhance its resource portfolio by adding significant amounts of renewable
energy and other sustainable resources through the development of the Sustainable Portfolio Plan (“SPP”’). The SPP
has matured and intensified over the years and the most recent revision to the SPP, approved by the District’s Board
in 2011, requires the District to meet 20% of its expected retail energy requirements with sustainable (zero carbon)
resources by 2020. The SPP commitment was fulfilled and completed as of April 30, 2020. In 2017, the District’s
Board approved SRP 2035 Sustainability Goals, a new suite of sustainability goals that included commitments to,
steadily and meaningfully, decrease the District-related carbon emissions intensity over time from generation
resources, operations, transportation, and other initiatives. More specifically, the District set goals to reduce carbon
emissions intensity (expressed as pounds of CO; per megawatt-hour) from generation resources by 33% and reduce
CO; from the District’s facilities and generation fleet by 30% on a mass basis. In 2018, the District initiated a robust
community stakeholder process to review the sustainability goals, which resulted in the District’s Board approval in
June 2019 of revised goals, including more aggressive measures to decrease CO, emissions from generation
operations. Under the revised goals, the District will reduce carbon emissions intensity from generation by 65% from
2005 levels by 2035, and by 90% by fiscal year 2050. On October 2, 2023, the District’s Board approved an Integrated
System Plan (ISP) which includes a set of power system strategies to be implemented between 2025 and 2035. The
ISP was developed as part of a two-year planning process that incorporated perspectives from a variety of District
stakeholders such as Arizona businesses, universities, environmental organizations, nonprofits, and residential
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customers. Previous planning processes utilized by the District mainly considered the power resources that will be
needed in the future. The ISP is a holistic roadmap for the District’s future power system that factors in evolving
customer energy needs while achieving SRP’s 2035 Sustainability Goals.

Ozone National Ambient Air Quality Standards. Pursuant to the CAA, the EPA is required to review and, if
appropriate and necessary, revise each of the established National Ambient Air Quality Standards (“NAAQS”) at
five-year intervals. Many of the District’s natural gas-fired generating stations are located in portions of Maricopa
County that have been designated as nonattainment with the ozone NAAQS. In 2008, EPA established the ozone
NAAQS at 75 parts per billion (“ppb”) based on an 8-hour average. On November 12, 2019, EPA determined that
the Phoenix nonattainment area met the 2008 ozone standard.

EPA’s proposed attainment determination does not redesignate the area to attainment; however, it avoids
reclassifying the area to the higher nonattainment classification of “serious”. To be redesignated to attainment, the
Maricopa Association of Governments (“MAG”) will need to develop a maintenance plan for the Phoenix-Mesa
ozone nonattainment area that demonstrates maintenance of the 2008 ozone standard for ten years after redesignation;
the EPA must approve this plan. On June 2, 2020, EPA published in the Federal Register a final rule approving
portions of the MAG 2017 Ozone Plan. In a separate suit, ACLPI also challenged EPA’s partial approval and
disapproval of the MAG 2017 Ozone Plan. The Ninth Circuit denied ACLPI’s petition on July 28, 2022.

On October 1, 2015, the EPA finalized revisions to the NAAQS and lowered both the primary and secondary
ozone NAAQS from the 2008 limit of 75 ppb down to 70 ppb. On December 23, 2020, EPA finalized the rule to
retain the current primary and secondary NAAQS for ozone at 70ppb. In October 2021, EPA indicated that it would
reconsider its 2020 decision to retain the 2015 ozone standard. On August 21, 2023, EPA announced that it was
initiating a new review of the ozone NAAQS. In response to this announcement, certain state and municipal
petitioners have asked the D.C. Circuit Court to lift the current abeyance over challenges to the 2020 standard. The
District is monitoring this litigation and cannot predict the outcome at this time.

With respect to the 2015 standard, EPA published a notice in the June 4, 2018 Federal Register designating parts
of Gila, Maricopa, Pinal and Yuma Counties in Arizona as “marginal”’, nonattainment areas. On September 16, 2022,
EPA issued a final rule determining that the Yuma area attained the 2015 ozone standard by August 3, 2021. In the
same rule, EPA determined that Maricopa County and portions of Pinal and Gila Counties, collectively called the
Phoenix-Mesa nonattainment area, failed to attain the 2015 ozone NAAQS by the attainment date of August 3, 2021,
and reclassified the Phoenix-Mesa nonattainment area from marginal to moderate for the 2015 ozone pollution
standard.

After the effective date of a final nonattainment designation, no permit may be issued for a new stationary source,
or for a project at an existing stationary source in a nonattainment area, except in conformance with applicable
Nonattainment New Source Review (“NNSR”) requirements. The Phoenix-Mesa nonattainment area will be required
to attain the 2015 standard no later than August 3, 2024. Sources of 0zone and ozone precursors in the Phoenix-Mesa
nonattainment area will be required to implement reasonable available control technologies. On December 5, 2022,
EPA proposed to partially approve and partially disapprove the SIP for the implementation, maintenance, and
enforcement of the 2015 ozone NAAQS submitted by the State of Arizona. EPA proposes to determine that the
Arizona SIP remains deficient with respect to Prevention of Significant Deterioration (“PSD”) permitting for certain
pollutants in certain areas of Arizona. The comment period was open until January 4, 2023. If finalized, these partial
disapprovals would not result in any offset or highway sanctions. Arizona needs to modify its SIP to address the
required controls necessary to achieve the 70 ppb standard. On September 29, 2023, Sierra Club filed a complaint
alleging EPA failed to issue findings that 11 states, including Arizona, did not submit revised nonattainment area
SIPs for the 2015 ozone NAAQS by January 1, 2023. On October 18, 2023, EPA published a final action finding
that the 11 states, including Arizona, failed to submit SIP revisions by January 1, 2023. This final action triggers a
two-year deadline for EPA to issue federal implementation plans (FIPs) for each state that does not submit and receive
EPA approval for an acceptable SIP revision addressing the outstanding requirements. The District cannot predict
the impact of the 2015 ozone standard on its operations or finances at this time.

PM:.5 National Ambient Air Quality Standards. On January 6, 2023, EPA announced a proposed decision to
revise the primary annual PM2.5 standard from its current level of 12.0 pg/m3 to within the range of 9.0 to 10.0
pg/m3. EPA is not proposing to change the secondary annual PM2.5 standard, the primary and secondary 24-hour
PM2.5 standards, or primary and secondary PM10 standards. A change to the primary annual PM2.5 standard could
result in additional areas within Arizona being designated as nonattainment with NAAQS.
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On July 21, 2023, EPA published a determination that the West Pinal County failed to attain the 1987 24-hour
PM10 NAAQS by the Serious area attainment date of December 31, 2022. As a result of the determination, Arizona
is required to revise its SIP and implement measures that provide for annual reduction in the emissions of direct
PM10 or a PM10 precursor pollutant within the area of not less than five percent until attainment. The determination
reduces the threshold at which EPA’s new source review requirements are triggered from 100 tons per year (“TPY”)
to 70 TPY. The District is monitoring this activity and cannot predict the outcome.

Solid and Hazardous Waste Management. Many normal activities in connection with the operation of the District
generate hazardous and non-hazardous wastes. Federal, state, and local laws and regulations governing waste
management impose strict liability for cleanup costs and damages resulting from hazardous substance release or
contamination, regardless of time or location, on those who generate, transport, store, treat, or dispose of hazardous
wastes. At any given time, various District facilities may be subject to inspection by federal, state, or local regulatory
authorities to determine compliance with laws and regulations pertaining to hazardous and non-hazardous waste
management, and District facilities may be included in studies of contaminated sites by federal and state regulatory
authorities. The District has established a plan for managing hazardous waste to ensure compliance with applicable laws
and regulations, and independently assesses its facilities to determine whether there is any contamination resulting from
its activities. From time to time, the District and the Association receive inquiries from regulatory authorities about
the status of various contaminants at the District’s facilities and respond as appropriate.

The District disposes of coal combustion residuals (“CCRs”), such as fly ash, bottom ash and flue gas
desulfurization (“FGD”) sludge at CGS in a dry landfill storage area and a wet surface impoundment. The District
completed closure of an inactive CCR facility at CGS in May 2019. CGS sells a portion of its fly ash for beneficial
reuse as a constituent in concrete production. At NGS, disposal of CCRs was limited to a dry ash landfill; the District
will close this facility as part of the NGS decommissioning process. The District also owns interests in joint
participation plants, such as Four Corners, Craig, Hayden and Springerville, which dispose of CCRs in dry storage
areas and in wet surface impoundments.

On October 19, 2015, federal criteria for management of CCRs as solid non-hazardous waste (“CCR rule”)
became effective. The CCR rule is self-implementing and generally requires CCR disposal units to meet certain
performance criteria. Units that do not meet the criteria must stop receiving CCRs and either retrofit to attain
compliance or close. Costs to comply with this rule include costs for new groundwater monitoring wells, compliance
monitoring and the eventual closure of residual ponds and storage areas.

The CCR Rule was challenged, and on August 21, 2018, the United States Court of Appeals for the District of
Columbia vacated, as arbitrary and capricious, that portion of the CCR Rule that allowed existing unlined surface
impoundments to continue operating unless and until the impoundments were shown to impact groundwater as
determined by the groundwater protection standards. In 2020, EPA significantly amended the CCR rule to address
the court’s vacatur of the 2015 provisions. On August 28, 2020, EPA published in the Federal Register, a final rule
entitled Hazardous and Solid Waste Management System: Disposal of Coal Combustion Residuals from Electric
Utilities; A Holistic Approach to Closure Part A: Deadline to Initiate Closure (“Part A rule”). The Part A rule requires
regulated entities to cease placing material in unlined surface impoundments on or before April 11, 2021. It
establishes a process and criteria by which the owner or operator could apply for site-specific alternate closure
provisions for the facility which would allow the unlined CCR surface impoundments to continue to receive CCR
and/or non-CCR waste streams beyond April 11, 2021.

On November 12, 2020, EPA finalized a second rule entitled Hazardous and Solid Waste Management System.
Disposal of Coal Combustion Residuals from Electric Utilities; A Holistic Approach to Closure Part B: Alternate
Demonstrations for Unlined Surface Impoundments, Implementation of Closure (“Part B rule”). The Part B rule
establishes procedures to allow a limited number of facilities to continue using alternate liners at existing CCR surface
impoundments if they can demonstrate to EPA that there is no reasonable probability that release throughout the
active life of the impoundment will result in adverse effects to human health or the environment. A facility seeking
to make an alternate liner demonstration had to submit an application announcing its intent to submit an alternate
liner demonstration with supporting documentation on or before November 30, 2020. If EPA granted the application,
the facility had until November 30, 2021, to submit the demonstration. If EPA rejected the application or the
demonstration, qualifying facilities could seek site-specific alternate closure provisions under the Part A rule.

With respect to CCR impoundments at CGS, in accordance with the 2016 revisions to the CCR rule, the District
completed final closure of an inactive CCR disposal facility at CGS in May 2019. On November 25, 2020, the District
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submitted an application under the provisions of the Part B rule to make an alternate liner demonstration for the CGS
wet surface impoundment. This facility is permitted under Arizona’s Aquifer Protection Program but does not meet
the criteria for a lined impoundment as identified in the CCR Rule. EPA did not act on the application in a timely
fashion, and, out of abundance of caution, the District submitted its alternate liner demonstration on November 30,
2021. On January 11, 2022, EPA notified the District that its application had been deemed complete. Under the Part
B rule, the submission of a complete application tolls the April 11, 2021, cease receipt of waste deadline.

On February 8, 2023, EPA published a proposed decision to deny the District’s Part B application.

The proposed decision states that, if EPA denies the District’s application, the District must either: (1) submit an
application to build a new facility in accordance with 40 C.F.R. § 257.103(f) no later than four months after EPA
issues a final decision; or (2) cease using the CGS wet surface impoundment without 135 days of the date EPA issues
the order, or such later date as EPA determines is necessary to address grid reliability.

The District believes EPA’s proposed decision was wrong and arbitrary and capricious. Notably, EPA failed to
consider the results of the District’s extensive site characterization and hydrogeologic investigation conducted in
2021 and submitted to EPA over a year before EPA proposed to deny the District’s Part B application. On April 10,
2023, the last day of the comment period, the District submitted a comprehensive response setting forth technical
and legal reasons why EPA’s proposed decision is erroneous and arbitrary and capricious. At this time, the District
cannot predict the outcome of this matter.

The rules addressing unlined wet surface impoundments also impact operations at Four Corners. The CCR
impoundments at Four Corners were anticipated to require closure under the CCR rules prior to the USWAG decision,
and, accordingly, the operator of Four Corners has been implementing wet-waste reduction strategies and alternative
CCR management practices, and moving forward with construction of CCR surface impoundments that meet CCR
rule criteria.

Navajo Generating Station (NGS). NGS was a 2,250 megawatt coal-fired power plant located within the
boundaries of the Navajo Nation in Coconino County, near Page, Arizona. The plant ceased operation on November
18, 2019. The power plant is owned by the District as well as several other non-tribal entities. The District, as the
Operating Agent for NGS, is charged with managing the former operations, maintenance, closure and post-closure
compliance obligations of NGS. Each of the plant’s co-owners had rights to power generation output from NGS
when it was operating and continues to have obligations for decommissioning costs, including costs for managing
the plant’s CCRs. The District implemented closure actions for NGS in compliance with EPA’s current CCR
regulations.

On May 18, 2023, EPA published a proposed a rule in the Federal Register entitled Hazardous and Solid Waste
Management System:  Disposal of Coal Combustion Residuals from FElectric Ultilities: Legacy Surface
Impoundments. The proposed rule would extend the federal CCR regulations to two new types of units: (1) inactive
CCR surface impoundments at inactive facilities (called “legacy surface impoundments”); and (2) coal combustion
residual management units (CCRMUSs). EPA proposes to define a CCRMU as “any area of land on which any non-
containerized accumulations of CCR are received, placed, or otherwise managed” that is not currently regulated as a
new or existing landfill or surface impoundment under the existing CCR regulations. In short, the proposed rule
would regulate a wide array of previously acceptable CCR management practices. Under the proposed rule, facilities
with CCRMUs would be required to install groundwater monitoring networks and implement closure of CCRMUs
in accordance with the CCR rule.

The CCRMU provisions of the proposed rule, if finalized, could significantly impact the closure requirements for
NGS. The District cannot predict the outcome of this proposed rule at this time.

Water Quality. The United States and the State of Arizona have superfund programs to govern clean-up of
groundwater contamination. Nineteen state superfund sites and six federal superfund sites targeting contamination are
active within the greater Phoenix metropolitan area. Due to the nature of its business, from time to time, the District is
involved in various state and federal superfund matters. The District has wells that are threatened or impacted by
groundwater contamination located in sixteen of the nineteen state superfund sites and in two of the six federal superfund
sites. The Association has agreed with other responsible parties to clean up one federal superfund site, and one District
facility has been identified as a possible source of contamination for another federal superfund site. The full impact to
the District, in terms of cost and operational impacts, of laws and regulations pertaining to clean-up of contamination
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cannot be quantified at this time, but the District believes it has recorded adequate reserves as part of its environmental
reserves to cover its related obligations.

PFAS. When necessary, the District supplements surface water from its Salt River and Verde River reservoirs
with groundwater pumped from its extensive network of more than 250 groundwater wells. In cooperation with
municipal and other partners, the District also operates and maintains two underground storage facilities and one
groundwater savings facility. Effluent from municipal water treatment plants is recharged into underlying aquifers
through the District’s underground storage facilities.

Per- and polyfluoroalkyl substances (“PFAS”) are a group of environmentally persistent, widespread man-made
chemicals used in industrial applications and commercial household products that have received attention as
emerging contaminants of concern in the environment. On June 15, 2022, the EPA issued interim updated drinking
water health advisories for perfluorooctanoic acid (“PFOA”) and perfluorooctane sulfonic acid (“PFOS”). The
updated health advisories indicate that some negative health effects may occur with concentrations in drinking water
above 0.004 parts per trillion (“ppt”) for PFOA and 0.02 ppt for PFOS. EPA’s health advisories are non-enforceable
and non-regulatory.

On August 26, 2022, EPA proposed to designate PFOA and PFAS, as hazardous substances under the
Comprehensive Environmental Response, Compensation and Liability Act (“CERCLA”). EPA is expected to issue
a final rule in August 2023. EPA is also evaluating whether to list PFOA, PFOS, perfluorobutane sulfonate and
similar chemicals as hazardous constituents under the Resource Conservation and Recovery Act.

On March 14, 2023, EPA announced a proposed National Primary Drinking Water Regulation (NPDWR) under
the Safe Drinking Water Act (SDWA) for six per- and polyfluoroalkyl substances. The proposed rule would establish
legally enforceable maximum contaminant levels (MCLs) for PFOA, PFOS, perfluorononanoic acid (PFNA),
hexafluoropropylene oxide dimer acid (GenX Chemicals), perfluoroheaxane sulfonic acid (PFHxS) and
perflouorobutane sulfonic acid (PFBS). EPA is proposing MCLs of 4.0 parts per trillion (ppt) for PFOA and PFOS
and is proposing a Hazard Index (“HI”’) of 1.0 for PFHxS, HFPO-DA and its ammonium salt, PFNA, and PFBS and
any mixture containing these substances. EPA explained that it is using the HI approach for these four PFAS
compounds because it assesses health risks from simultaneous exposure to mixtures of related chemicals. Although
EPA previously issued interim drinking water lifetime health advisories of 0.004 ppt for PFOA and 0.02 ppt for
PFOS, EPA determined that an MCL of 4.0 ppt represents the lowest concentration that can be reliably and precisely
quantified in “routine laboratory operating conditions.”

The proposed limits would require public water systems to monitor for these chemicals and subsequently notify
the public and reduce the levels of these PFAS compounds if levels exceed the proposed regulatory standards. In
addition, these standards are likely to be taken into account in establishing cleanup levels at contaminated sites and
may be incorporated into applicable state water quality standards. The deadline to submit comments on the proposed
rule was May 30, 2023 and multiple industry groups, of which the District is a member, filed comments to the
proposed rule on behalf of their respective members.

There are no state regulatory limits for PFAS in Arizona. The District is monitoring the regulatory developments
regarding PFAS and may incur increased capital expenditures and maintenance costs as a result thereof. The District
cannot predict the impact of these regulatory developments at this time.

Endangered Species. Several species listed as threatened or endangered under the Endangered Species Act
(“ESA”) have been discovered in and around reservoirs on the Salt and Verde Rivers, as well as C.C. Cragin
Reservoir operated by the District. Potential ESA issues also exist along the Little Colorado River in the vicinity of
the Coronado and Springerville Generating Stations. The District obtained Incidental Take Permits (“ITPs”) from
the United States Fish and Wildlife Service (“USFWS”), which allow full operation of Roosevelt Dam on the Salt
River and Horseshoe and Bartlett Dams on the Verde River. The ITPs, and associated Habitat Conservation Plans
(“HCPs”), identify the obligations, such as mitigation and wildlife monitoring, the District must undertake to comply
with the ESA. The District has established trust funds to pay mitigation and monitoring expenses related to the
implementation of both the Roosevelt HCP and Horseshoe-Bartlett HCP and believes it has recorded adequate
reserves as a part of its environmental reserves to cover its related obligations.

The District continues to assess potential ESA liabilities and is working closely with the USFWS and other state
and federal agencies to address potential species concerns as necessary, but it cannot predict the ultimate outcome at

47



this time. ESA liabilities on the Little Colorado River have been minimized through acquisition of surface water
rights from Lyman Lake and installation of groundwater wells to maintain instream flows in conjunction with CEC
compliance for Springerville Unit 4.

USFWS finalized the listing of the northern Mexican and narrow-headed garter snakes as threatened. On April 28,
2021, USFWS designated 217 stream miles as critical habitat for the northern Mexican garter snake. On October 20,
2021, USFWS designated 447 stream miles in the Southwest as critical habitat for the narrow-head garter snake. In
December 2019, the District initiated a process to amend the HCP and ITPs addressing operation of the Roosevelt Dam
to address the northern Mexican garter snake. The District anticipates issuance of the amended HCP and ITP in early
2024. These species are included in the HCP and ITPs for operation of the Horseshoe and Bartlett dams.

On December 15, 2020, the USFWS determined that the monarch butterfly is a candidate for threatened or
endangered species status under the ESA, but due to budget constraints and competing agency priorities, the agency
deferred listing this species under the ESA. Since this announcement, environmental groups took legal action to force
the USFWS to list the species, which resulted in a settlement requiring the USFWS to submit a proposed finding for the
monarch butterfly to the Federal Register by September 30, 2024. In an effort to stave off listing, in April 2020, the
USFWS announced both a Candidate Conservation Agreement (“CCA”) and Candidate Conservation Agreement with
Assurances (“CCAA”) to proactively incentivize transportation and energy partners to preserve monarch butterfly
habitats. The District is monitoring this activity, assessing monarch habitat within the District’s transmission and
distribution system, and cannot predict the outcome at this time.

Wildfire Risk & Liability

The District owns and operates a significant number of miles of high voltage electric transmission lines which are
located outside of the Phoenix metropolitan area and are in areas of desert brush and/or forest. Some of these arecas
are prone to wildfires, which in turn creates potential risk to the District’s transmission lines in the event of a wildfire
and creates risk to the desert brush and/or forest to the extent there were to be a failure in the District’s transmission
lines that could initiate a wildfire. The District has a robust process in place to mitigate such risk associated with
wildfires, including vegetation management and a re-closing process that prevents de-energized lines from becoming
re-energized. In the event of any loss or liability arising from a wildfire alleged to have been caused by the District’s
facilities, the District maintains sufficient insurance coverage to reasonably address potential loss or liability. Unlike
the State of California, the State of Arizona has not adopted strict liability as to utilities and has not extended or
applied inverse condemnation in the context of wildfire litigation, and thus, the potential liability risk and exposure
is significantly less in the State of Arizona than in the State of California.

Cybersecurity

The District handles a variety of confidential business and customer information in the regular course of its business.
In the event there is a security breach of the District’s information technology systems such as theft or the unauthorized
release of certain types of information, including confidential or proprietary customer, employee, financial or system
operating information, it may have a material adverse impact on the District’s reputation, operating results, cash flows
or financial condition. The District operates in a highly regulated industry that requires the continued operation of
sophisticated information technology systems and network infrastructure. Despite implementation of security measures,
the District’s technology systems could be vulnerable to disability, failures or unauthorized access. The District’s electric
system facilities including, without limitation, its generation, transmission and distribution facilities, information
technology systems and other infrastructure facilities and systems and physical assets could be targets of such
unauthorized access. Failures or breaches of the District’s systems could impact the reliability of the District’s
generation, transmission and distribution systems and also subject the District to financial harm. If the District’s
technology systems were to fail or be breached and if the District was unable to recover in a timely way, the District
may not be able to fulfill critical business functions and sensitive confidential information could be compromised, which
could have a material adverse impact on the District’s reputation, operating results, cash flows or financial condition.

The District has experienced, and expects to continue to experience, threats and attempted intrusions to the District’s
information technology systems, and the District could experience such threats and attempted intrusions to the District’s
operational control systems. While the implementation of additional security measures provides additional layers of
protection, such measures could also increase costs and could have a material adverse impact on the District’s financial
results. The District has obtained cyber insurance to provide coverage for a portion of the losses and damages that may
result from a security breach of the District’s information technology systems, but such insurance may not cover the
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total loss or damage caused by a breach. These types of events could also require significant management attention and
resources, and could adversely affect the District’s reputation with customers and the public.

The District is subject to laws and rules issued by multiple government and regulatory agencies concerning
safeguarding and maintaining the confidentiality of the District’s security, as well as customer and business information.
The North American Electric Reliability Corporation (“NERC”) has issued comprehensive regulations and standards
surrounding the security of bulk power systems, and regularly issues updated and additional requirements with which
the electric utility industry must comply. The increasing promulgation of NERC rules and standards will increase the
District’s compliance costs and the District’s exposure to the potential risk of violations of the standards, which includes
potential financial penalties.

Nuclear Plant Matters

Under the Nuclear Waste Policy Act of 1982, the District was required to pay $0.001 per kilowatt-hour on its share
of net energy generation at PVNGS to the U.S. Department of Energy (“DOE”) through April 30, 2015. However, to
date, for various reasons, the DOE has not constructed a site for the storage of spent nuclear fuel. Accordingly, APS,
the operating agent for PVNGS, has constructed an on-site dry cask storage facility to receive and store PVNGS spent
fuel. PVNGS has sufficient capacity at its on-site spent fuel storage installation to store all nuclear spent fuel until
December 2027, the end of its first operating license period, and a portion of the spent fuel during the period of extended
operation, ending in December 2047. Potentially, and depending on how the NRC rules on the future unloading of spent
fuel pools, PVNGS could use high-capacity storage casks to store the balance of any fuel spent during the extended
license period. As a result of the DOE not constructing a storage site for the spent nuclear fuel, the DOE has made
payments to nuclear facilities to reimburse a portion of the costs that have been incurred for fuel storage to date. The
District received reimbursements of $4.5 million for FY20, $2.1 million for FY21, $2.1 million for FY22 and
$2.5 million for FY23. Effective May 15, 2014, the per kilowatt-hour charge on energy generation at PVNGS was
reduced to zero. A similar charge could be reinstated in the future.

The NRC has adopted decommissioning rules which require reactor operators to certify that sufficient funds will
be available for decommissioning the contaminated portion of nuclear plants in the form of prepayments or external
sinking funds, either of which must be segregated from the licensee’s assets and outside its administrative control, or
by the surety of insurance payable to a trust established for decommissioning costs. The District is collecting funds
through its price plans to decommission its share of PVNGS Units 1, 2 and 3. In February 2011, PVNGS received
approval for a 20-year operating license renewal from the NRC. As a result, the projected shutdown of PVNGS has
been moved from 2024 to 2047. The District projects that it will accumulate $415 million in 2015 dollars over the
life of PVNGS for this purpose. The decommissioning funds are maintained in an external trust in compliance with
NRC regulations. The District anticipates being able to continue to collect decommissioning funds in a competitive
generation market. As part of the District’s purchase of a portion of PNM’s interest in PVNGS, PNM has agreed to
retain the decommissioning liability relating to the ownership interest formerly held by PNM.

In March 2017, Westinghouse Electric Co. (“Westinghouse”), a subsidiary of Toshiba Corp., filed for bankruptcy
protection in federal bankruptcy court for the Southern District of New York. Westinghouse is the only supplier,
approved by the NRC, of manufactured fuel rod assemblies to PVNGS. Had Westinghouse failed to perform while
in bankruptcy, there is a risk that one or more units at PVNGS may be shut down due to a fuel supply interruption.
Westinghouse emerged from bankruptcy in August 2018. To avoid having Westinghouse as the sole permitted source
of manufactured fuel rod assemblies, PVNGS submitted a formal package to NRC in July 2018 requesting that its
operating license be amended to allow for a second qualified fuel fabrication vendor, Framatome (formerly Areva).
The PVNGS operating licenses were amended in March 2020 to allow for a second qualified fuel fabrication vendor,
Framatome.

Summary

As discussed above, the electric utility industry is experiencing challenges in a number of areas. The District is
unable to predict the extent to which its construction programs and operations will be affected by such factors, but
they could result in incurrence of substantial additional costs and could adversely affect its revenues.
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LITIGATION

At the time of delivery of and payment for the 2023 Series B Bonds, the law firm of Spencer Fane LLP, Phoenix,
Arizona, legal advisors to the District, will deliver a no-litigation opinion stating substantially that, no litigation is
now pending or, to its knowledge threatened, affecting or questioning the organization of the District or the titles or
manner of election of the officers or directors of the District to their terms of office, respectively; and no litigation is
now pending or, to its knowledge threatened, affecting or questioning the power and authority of the District to issue,
execute and deliver the 2023 Series B Bonds or the pledge or application of any moneys or security provided for the
payment thereof.

In the normal course of business, the District is a defendant in various legal actions. In management’s opinion,
except as otherwise noted below, the ultimate resolution of these matters will not have a significant adverse effect on
the District’s financial position, operations or cash flows.

Environmental Issues

Superfund Sites. In September 2003, the EPA notified the District that it might be liable under CERCLA as an
owner and operator of a facility located within the Motorola 52nd Street Superfund Site Operable Unit 3 (“OU3
Site”). The District completed the remedial investigation at the facility and received a “no further action” letter from
EPA, but other potentially responsible parties are still undertaking remedial investigations and feasibility studies at
the OU3 Site, and the District could still be liable for past costs incurred and for future work to be conducted within
the OU3 Site with regard to groundwater. In December 2022, Honeywell and APS, both potentially responsible
parties at the OU3 Site, submitted the Draft Final Revised OU3 Feasibility Study Report to EPA.

At the adjacent West Van Buren Water Quality Assurance Revolving Fund Site (“WVB Site”), a state superfund
site, the District has been identified as one of numerous potentially responsible parties for groundwater
contamination.

On December 16, 2016, the law firm of Gallagher & Kennedy filed a complaint in federal court in Phoenix,
Arizona to recover its costs allegedly incurred and any further costs they expected to incur on behalf of Roosevelt
Irrigation District (“RID”) under CERCLA (“G&K Complaint”) at the WVB Site. The District is not a named
defendant in the G&K Complaint. However, the District has been named as a third-party defendant by the current
defendants. The court has stayed third party litigation. Defendants filed and were granted partial summary judgment
on most of the costs Gallagher & Kennedy alleged it incurred. Gallagher & Kennedy filed a motion for
reconsideration of this order. On May 23, 2023, the court denied Gallagher & Kennedy’s motion for reconsideration.
On June 23, 2023, upon motion by Gallagher & Kennedy, the court dismissed all of Gallagher & Kennedy’s claims,
entered final judgment in favor of the defendants and dismissed all cross-claims and third-party complaints as moot
(including the third-party complaint against the District). On June 27, 2023, Gallagher & Kennedy filed a notice of
appeal with the 9" Circuit Court of Appeals. Gallagher & Kennedy’s opening brief is due November 6, 2023.

On June 26, 2017, ADEQ and the Arizona Department of Water Resources (“ADWR?”) held a meeting with RID
and several of the potentially responsible parties and set out a number of principles for a remedy framework and set
a deadline for the parties to reach an agreement on the remedy. The parties were unable to reach such an agreement.
As a result of the inability to come to a consensus remedy, on April 24, 2018, ADEQ requested that EPA evaluate
expanding the western boundary of the OU3 Site to include certain portions of the WVB Site or adding WVB Site
as an Operable Unit 4 (“OU4”). On June 15, 2020, EPA declined to extend the western boundary of the OU3 Site.
EPA is continuing its assessment of whether to add the WVB Site separately to the National Priorities List.
Subsequently, through further correspondence between Gallagher & Kennedy and EPA, EPA reiterated its
determination that the OU3 site will not be extended and that there are no environmental impacts because the WVB
groundwater is not used for drinking water purposes. EPA also reiterated that it is continuing its assessment of
whether to add the WVB Site to the National Priorities List (“NPL”). On August 10, 2023, ADEQ informed EPA
that, because it is working with responsible parties within the WVB Site, a separate NPL listing for the WVB Site
may not be necessary and that EPA should postpone, for an undetermined time, its decision whether to separately list
the WVB Site.

Water Rights

Gila River Adjudication. The District and the Association are parties to a state water rights adjudication
proceeding initiated in 1974 which encompasses the entire Gila River System. This proceeding is pending in the
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Superior Court for the State of Arizona, Maricopa County, and will eventually result in the determination of all
conflicting rights to water from the Gila River and its tributaries, including the Salt and Verde Rivers. The District
and the Association are unable to predict the ultimate outcome of the proceeding.

Little Colorado River Adjudication. In 1978, a water rights adjudication was initiated in the Apache County
Superior Court for the State of Arizona with regard to the Little Colorado River System and will eventually result in
the determination of all conflicting rights to water from the Little Colorado River and its tributaries, including East
Clear Creek, the location of C. C. Cragin Dam and Reservoir. The District is unable to predict the ultimate outcome
of this proceeding but believes an adequate water supply for CGS will remain available and that the rights to C. C.
Cragin Dam and Reservoir will be confirmed.

General Litigation Matters

Coolidge Expansion Project. On September 13, 2021, the Board of Directors for the District approved the
construction of sixteen new gas-fired combustion turbines, known as the Coolidge Expansion Project (“CEP”). The
CEP was intended to address a significant forecasted increase in electricity demand caused by Arizona’s expanding
commercial, residential and industrial sectors, while the District at the same time integrates an increasing amount of
renewable—but intermittent—power sources like wind and solar. The District filed a siting application with the ACC
on December 13, 2021. In accordance with applicable statutory procedure, the District’s application is first
considered by the Arizona Power Plant and Transmission Line Siting Committee (“Siting Committee”) and then by
the five Commissioners that comprise the ACC. The Siting Committee approved the CEP on February 15, 2022,
following an eight-day evidentiary hearing. Thereafter, two intervenors sought review by the ACC which overturned
the Siting Committee’s decision. The District requested reconsideration and rehearing of the ACC’s decision, and,
on June 6, 2022, the ACC denied the request for rehearing. On July 6, 2022, the District timely appealed the ACC’s
decision and filed a complaint in Maricopa County Superior Court. A two-day trial was held on January 4-5, 2023.
On January 20, 2023, the court upheld the ACC’s decision with respect to the CEP. The District reached a settlement
with the Randolph intervenors and submitted an amended Certificate of Environmental Compatibility (“CEC”) to the
ACC which was approved on June 21, 2023. The settlement requires the District to reduce the number of new
generation units at the Coolidge Generating Station from sixteen to twelve and has a capacity factor limitation of
thirty five percent (35%) for these twelve new generation units. The District and Pinal County Air Quality Control
District reached an agreement on the terms of the CEP air permit which is scheduled to be heard by the Coolidge
City Council on November 15, 2023. Public comment on the air permit takes place between October 4, 2023 and
November 15,2023. On September 1, 2023, the Sierra Club filed an appeal with the Maricopa County Superior Court
challenging the ACC’s approval of the CEC for the CEP. While the Sierra Club’s appeal does not stay construction
of the CEP, the appeal alleges that the ACC’s decision was not supported by substantial evidence, violated due
process and that the ACC did not conduct an evidentiary hearing on the revised project as was required. Under the
appeal, the Sierra Club has the burden to show by clear and satisfactory evidence that the ACC’s decision was
unreasonable or unlawful. The District has intervened as a party to this litigation. Although the District will
vigorously defend the ACC’s approval of the CEP and remains optimistic with respect to a favorable outcome, the
District cannot predict the ultimate likelihood of success regarding this matter.

LEGALITY OF REVENUE BONDS FOR INVESTMENT

Under the Act, the 2023 Series B Bonds constitute legal investments for savings banks, banks, savings and loan
associations, trust companies, executors, administrators, trustees, guardians and other fiduciaries in the State of
Arizona and for any board, body, agency or instrumentality of the State of Arizona, or of any county, municipality
or other political subdivision of the State of Arizona, and constitute securities which may be deposited by banks,
savings and loan associations or trust companies as security for deposits of state, county, municipal and other public
funds.
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UNDERWRITING

The Underwriters have jointly and severally agreed, subject to certain conditions, to purchase from the District
all, but not less than all, of the 2023 Series B Bonds at an aggregate purchase price of $684,688,955.71, reflecting
the par amount of the 2023 Series B Bonds of $650,000,000 plus a net original issue premium of $35,896,256.50 less
an underwriters’ discount of $1,207,300.79.

The following two paragraphs have been furnished by the Underwriters for inclusion in this Official Statement.
The District does not guarantee the accuracy or completeness of the information contained in such paragraphs and
such information is not to be construed as a representation of the District.

The Underwriters and their respective affiliates are full service financial institutions engaged in various activities,
which may include securities trading, commercial and investment banking, advisory, investment management,
principal investment, hedging, financing and brokerage activities. Certain of the Underwriters and their respective
affiliates have, from time to time, performed, and may in the future perform, various investment banking services for
the District, for which they received or will receive customary fees and expenses.

In the ordinary course of their various business activities, the Underwriters and their respective affiliates may
make or hold a broad array of investments and actively trade debt and equity securities (or related derivative
securities) and financial instruments (which may include bank loans and/or credit default swaps) for their own
account and for the accounts of their customers and may at any time hold long and short positions in such securities
and instruments. Such investment and securities activities may involve securities and instruments of the District. The
Underwriters and their affiliates may also communicate independent investment recommendations, market color or
trading ideas and/or publish or express independent research views in respect of such assets, securities or instruments
and may at any time hold, or reccommend to clients that they should acquire, long and/or short positions in such assets,
securities and instruments.

The initial public offering prices or yields set forth on the inside cover page may be changed from time to time
by the Underwriters. The Underwriters may offer and sell the Bonds to certain dealers, unit investment trusts or
money market funds at prices lower than the public offering prices stated on the inside cover pages.

In addition, certain of the Underwriters have entered into distribution agreements with other broker-dealers (that
have not been designated by the District as Underwriters) for the distribution of the 2023 Series B Bonds at the
original issue prices. Such agreements generally provide that the relevant Underwriter will share a portion of its
underwriting compensation or selling concession with such broker-dealers.

Each of the following paragraphs in this section has been provided by one or more of the Underwriters identified
therein. The District does not guarantee the accuracy or completeness of the information contained in such paragraphs
and such information is not to be construed as a representation of the District.

J.P. Morgan Securities LLC (“JPMS”), one of the Underwriters of the 2023 Series B Bonds, has entered into
negotiated dealer agreements (each, a “Dealer Agreement”) with each of Charles Schwab & Co., Inc. (“CS&Co.”)
and LPL Financial LLC (“LPL”) for the retail distribution of certain securities offerings at the original issue prices.
Pursuant to each Dealer Agreement, if applicable to this transaction, each of CS&Co. and LPL will purchase 2023
Series B Bonds from JPMS at the original issue price less a negotiated portion of the selling concession applicable
to any 2023 Series B Bonds that such firm sells.

BofA Securities, Inc., an underwriter of the 2023 Series B Bonds, has entered into a distribution agreement with
its affiliate Merrill Lynch, Pierce, Fenner & Smith Incorporated (“MLPF&S”). As part of this arrangement, BofA
Securities, Inc. may distribute securities to MLPF&S, which may in turn distribute such securities to investors
through the financial advisor network of MLPF&S. As part of this arrangement, BofA Securities, Inc. may
compensate MLPF&S as a dealer for their selling efforts with respect to the 2023 Series B Bonds.

Morgan Stanley, parent company of Morgan Stanley & Co. LLC, one of the Underwriters of the 2023 Series B
Bonds, has entered into a retail distribution arrangement with its affiliate Morgan Stanley Smith Barney LLC. As
part of the distribution arrangement, Morgan Stanley & Co. LLC may distribute municipal securities to retail
investors through the financial advisor network of Morgan Stanley Smith Barney LLC. As part of this arrangement,
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Morgan Stanley & Co. LLC may compensate Morgan Stanley Smith Barney LLC for its selling efforts with respect
to the 2023 Series B Bonds.

TD Securities (USA) LLC, one of the Underwriters, has entered into a negotiated dealer agreement (the “TD
Dealer Agreement”) with TD Ameritrade for the retail distribution of certain securities offerings, including the 2023
Series B Bonds at the original issue price. Pursuant to the TD Dealer Agreement, TD Ameritrade may purchase the
2023 Series B Bonds from TD Securities (USA) LLC at the original issue prices less a negotiated portion of the
selling concession applicable to any of the 2023 Series B Bonds TD Ameritrade sells.

TAX MATTERS
Federal Income Taxes

The Code imposes certain requirements that must be met at and subsequent to the issuance and delivery of the
2023 Series B Bonds and for interest thereon to be and remain excluded from gross income of for federal income tax
purposes. Noncompliance with such requirements could cause the interest on the 2023 Series B Bonds to be included
in gross income for federal income tax purposes retroactive to the date of issuance of the 2023 Series B Bonds.
Pursuant to the Resolution and the Tax Certificate as to Arbitrage and the Provisions of Sections 141-150 of the Code
(the “Tax Certificate”), the District has covenanted to comply with the provisions of the Code applicable to the 2023
Series B Bonds, and has covenanted not to take any action or permit any action that would cause the interest on the
2023 Series B Bonds to be included in gross income under Section 103 of the Code. In addition, the District has made
certain representations and certifications in the Tax Certificate. Special Tax Counsel will not independently verify
the accuracy of those certifications and representations.

In the opinion of Nixon Peabody LLP, Special Tax Counsel, under existing law, and assuming compliance
with the aforementioned covenants and the accuracy of certain representations and certifications made by the
District described above, interest on the 2023 Series B Bonds is excluded from gross income for federal income
tax purposes under Section 103 of the Code. Special Tax Counsel is also of the opinion that such interest is not
treated as a preference item in calculating the alternative minimum tax imposed under the Code. For taxable
years beginning after December 31, 2022, interest on the 2023 Series B Bonds will be taken into account in computing
the alternative minimum tax imposed on certain corporations under the Code to the extent that such interest is
included in the “adjusted financial statement income” of such corporations.

State Taxes

Special Tax Counsel is also of the opinion that, under existing law, interest on the 2023 Series B Bonds is exempt
from income taxes imposed by the State of Arizona. Special Tax Counsel expresses no opinion as to the other state
or local tax consequences arising with respect to the 2023 Series B Bonds nor as to the taxability of the 2023 Series
B Bonds or income therefrom under the laws of any state other than the State of Arizona.

Original Issue Premium

2023 Series B Bonds sold at prices in excess of their principal amounts are “Premium Bonds.” An initial purchaser
with an initial adjusted basis in a Premium Bond in excess of its principal amount will have amortizable bond
premium which offsets the amount of tax-exempt interest and is not deductible from gross income for federal income
tax purposes. The amount of amortizable bond premium for a taxable year is determined actuarially on a constant
interest rate basis over the term of each Premium Bond based on the purchaser’s yield to maturity (or, in the case of
Premium Bonds callable prior to their maturity, over the period to the call date, based on the purchaser’s yield to the
call date and giving effect to any call premium). For purposes of determining gain or loss on the sale or other
disposition of a Premium Bond, an initial purchaser who acquires such obligation with an amortizable bond premium
is required to decrease such purchaser’s adjusted basis in such Premium Bond annually by the amount of amortizable
bond premium for the taxable year. The amortization of bond premium may be taken into account as a reduction in
the amount of tax-exempt income for purposes of determining various other tax consequences of owning such
Premium Bonds. Owners of the Premium Bonds are advised that they should consult with their own advisors with
respect to the state and local tax consequences of owning such Premium Bonds.
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Ancillary Tax Matters

Ownership of the 2023 Series B Bonds may result in other federal tax consequences to certain taxpayers,
including, without limitation, certain S corporations, foreign corporations with branches in the United States, property
and casualty insurance companies, individuals receiving Social Security or Railroad Retirement benefits, individuals
seeking to claim the earned income credit, and taxpayers (including banks, thrift institutions and other financial
institutions) who may be deemed to have incurred or continued indebtedness to purchase or to carry Bonds.
Prospective investors are advised to consult their own tax advisors regarding these rules.

Interest paid on tax-exempt obligations such as the 2023 Series B Bonds is subject to information reporting to the
Internal Revenue Service (the “IRS”) in a manner similar to interest paid on taxable obligations. In addition, interest
on the 2023 Series B Bonds may be subject to backup withholding if such interest is paid to a registered owner that
(a) fails to provide certain identifying information (such as the registered owner’s taxpayer identification number) in
the manner required by the IRS, or (b) has been identified by the IRS as being subject to backup withholding.

Special Tax Counsel is not rendering any opinion on any federal tax matters other than those described under the
caption “TAX MATTERS.” Prospective investors, particularly those who may be subject to special rules described
above, are advised to consult their own tax advisors regarding the federal tax consequences of owning and disposing
of the 2023 Series B Bonds, as well as any tax consequences arising under the laws of any state or other taxing
jurisdiction.

Changes in Law and Post Issuance Events

Legislative or administrative actions and court decisions, at either the federal or state level, could have an adverse
impact on the potential benefits of the exclusion from gross income of the interest on the 2023 Series B Bonds for
federal or state income tax purposes, and thus on the value or marketability of the Bonds. This could result from
changes to federal or state income tax rates, changes in the structure of federal or state income taxes (including
replacement with another type of tax), repeal of the exclusion of the interest on the 2023 Series B from gross income
for federal or state income tax purposes, or otherwise. It is not possible to predict whether any legislative or
administrative action or court decisions having an adverse impact on the federal or state income tax treatment of
holders of the 2023 Series B Bonds may occur. Prospective purchasers of the 2023 Series B Bonds should consult
their own tax advisors regarding the impact of any change in law on the 2023 Series B Bonds.

Special Tax Counsel has not undertaken to advise in the future whether any events after the date of issuance and
delivery of the 2023 Series B Bonds may affect the tax status of interest on the 2023 Series B Bonds. Special Tax
Counsel expresses no opinion as to any federal, state or local tax law consequences with respect to the 2023 Series
B Bonds, or the interest thereon, if any action is taken with respect to the 2023 Series B Bonds or the proceeds thereof
upon the advice or approval of other counsel.

APPROVAL OF LEGAL MATTERS

Legal matters incident to the authorization and issuance of the 2023 Series B Bonds are subject to the approval
of Chiesa Shahinian & Giantomasi PC, Bond Counsel, whose final approving opinion will be delivered with the 2023
Series B Bonds in substantially the form attached hereto as Appendix C. Certain legal matters in connection with the
2023 Series B Bonds will be passed upon for the District by Spencer Fane LLP and by Nixon Peabody LLP, Special
Tax Counsel, whose tax opinions will be delivered with the 2023 Series B Bonds in substantially the forms attached
hereto as Appendix C. Certain legal matters will be passed upon for the Underwriters by Katten Muchin Rosenman
LLP, counsel to the Underwriters.

The various legal opinions and/or certification to be delivered concurrently with the delivery of the 2023 Series
B Bonds express the professional judgment of the attorneys rendering the opinions as to the legal issues explicitly
addressed therein. In rendering a legal opinion and/or certification, the attorney does not become an insurer or
guarantor of that expression of professional judgment, of the transaction opined upon, or the future performance of
parties to the transaction. Nor does the rendering of an opinion and/or certification guarantee the outcome of any
legal dispute that may arise out of the transaction.
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RATINGS

Moody’s Investors Service and S&P Global Ratings have given the ratings of “Aal” and “AA+”, respectively, to
the 2023 Series B Bonds. Such ratings reflect only the view of such organizations, and an explanation of the
significance of such rating may be obtained only from the respective rating agency. There is no assurance that such
ratings will be maintained for any given period of time, or that they will not be revised downward, or be withdrawn
entirely by the respective rating agency if, in its judgment, circumstances so warrant. Any such downward revision
or withdrawal of such ratings may have an adverse effect on the market price of the 2023 Series B Bonds.

CONTINUING DISCLOSURE

Pursuant to a continuing disclosure agreement (the “Continuing Disclosure Agreement”), the District will
covenant for the benefit of the holders and Beneficial Owners of the 2023 Series B Bonds to provide certain financial
information and operating data relating to the District by not later than 180 days after the end of each of the District’s
fiscal years (presently, each April 30), commencing with the fiscal year ending April 30, 2024 (the “Annual Report”),
and to provide notices of the occurrence of certain enumerated events with respect to the 2023 Series B Bonds within
ten (10) business days after the occurrence of such events. The Continuing Disclosure Agreement provides that the
Annual Report and any notices of such events will be filed by or on behalf of the District through the Electronic
Municipal Market Access system operated by the Municipal Securities Rulemaking Board. Under the Continuing
Disclosure Agreement, the sole remedy for any Bondholder upon an event of default is a lawsuit for specific
performance in a court of competent jurisdiction. See “Appendix D — Form of Continuing Disclosure Agreement.”
The District is executing and delivering the Continuing Disclosure Agreement in order to assist the Underwriters in
complying with the secondary market disclosure requirements of Rule 15¢2-12 of the Securities and Exchange
Commission.

INDEPENDENT ACCOUNTANTS

The combined financial statements of the District and its subsidiaries and the Association as of April 30, 2023
and 2022 and for each of the two years in the period ended April 30, 2023, included in this Official Statement, have
been audited by PricewaterhouseCoopers LLP, independent accountants, as stated in their report appearing herein.

FINANCIAL ADVISOR

The District has retained PFM Financial Advisors LLC (“PFM”) as its financial advisor. Although PFM has
assisted in the preparation of this Official Statement, PFM is not obligated to undertake, and has not undertaken to
make, an independent verification or to assume responsibility for the accuracy, completeness or fairness of the
information contained in this Official Statement.

OTHER AVAILABLE INFORMATION

SRP prepares audited financial statements with respect to each fiscal year ending April 30, which typically
become available in July of the following fiscal year. SRP’s financial statements are presented on a combined basis
including the financial information of both the District and the Association.

SRP also prepares an annual report which includes information relating to SRP’s staff, legal and financial services
and operations for the fiscal year ending April 30. The annual report typically becomes available in September of the
following fiscal year.

Copies of the annual report and audited financial statements for the year ended April 30, 2023 may be obtained

by writing to Salt River Project Agricultural Improvement and Power District, Corporate Communications, PAB340,
P.O. Box 52025, Phoenix, AZ 85072-2025.
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MISCELLANEOUS

References herein to the Act, the Resolution and certain other statutes, resolutions and contracts are brief
discussions of certain provisions thereof. Such discussions do not purport to be complete, and reference is made to
such documents for full and complete statements of such provisions.

Any statements made in this Official Statement involving matters of opinion or of projections, whether or not so
expressly stated, are set forth as such and not as representations of fact, and no representation is made that any of the
projections will be realized.

The District has authorized the execution and delivery of this Official Statement.

Salt River Project Agricultural
Improvement and Power District

/s/ David Rousseau
President

/s/ Jim Pratt
General Manager and Chief Executive Officer

Dated: November 7, 2023
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APPENDIX A — Report of Independent Auditors and Combined Financial Statements
as of April 30, 2023 and 2022

SALT RIVER PROJECT

COMBINED FINANCIAL STATEMENTS
AS OF APRIL 30, 2023 AND 2022
TOGETHER WITH REPORT OF

INDEPENDENT AUDITORS



e

pwe

Report of Independent Anditors

To Management, the Board of Directors of Salt Fiver Project Azriculiural Improvement and
Power District and the Board of Governors of Salt Biver Valley Water Users' Association

Opinion

We have andited the accompanving combined financial statements of Salt Fiver Project
Agiml'lmzl Improvement and Power District and its subsidiaries and the Salt River Valley Water
Users' Association (the "Company™), which comprise the combined balance sheets as of April 30,
zoz3 and zozz, and the related combined statements of net revenues and of cash flows for the
vears then ended, including the related notes (collectively referred to as the "combined financial
statements").

In our opinion, the accompanyving combined financial statements present fairly, in all material
respects, the inancial position of the Company as of April 30, 2023 and 2022, and the results of
its operations and its cash flows for the vears then ended in accordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted our andit in accordance with anditing standards generally accepted in the United
States of America (US GAAS), Our responsibilities under those standards are further described in
the Anditors’ Responsibilities for the Andit of the Combined Fmancial Statements section of our
report. We are required to be independent of the Company and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our andit, We
believe that the andit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Responsibilities of Management for the Combined Financial Statements

Management is responsible for the preparation and fair presentation of the combined finaneial
statements in accordance with accounting principles generally accepted in the United States of
America, and for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of combined financial statements that are free from material
misstatement, whether due to fraud or error,

In preparing the combined financial statements, management is required to evaluate whether
there are conditions or events, considered in the agzrezate, that raize substantial doubt about the
Company's ability to continue as a going concern for one year after the date the combined
financial statements are available to be issued.

Auditors’ Responsibilities for the Audit of the Combined Financial Statements

Jr objectives are to obtain reasonable assurance about whether the combined financial
statements as a whole are free from material misstatement, whether due to fraud or error, and to
izsue an auditors’ report that includes our opinion. FEeasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an andit conducted
in accordance with US GAAS will always detect a material misstatement when it exists. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from
eITor, as frand may mvolve collusion, forgery, intentional emissions, misTepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial
likelihood that, individually or in the ageregate, thev would influence the judzment made by a
reasonable nser based on the combined financial statements,

PricewaterhouseCoopers LLP, 1850 Worth Central Avenne, Suite 7oo, Phoenix, Arivona B5004-4563
T: (B02) 364 Booo, weww. pwe_com os
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In performing an audit in accordance with US GAAS, we:

»  Exercise professional judgment and maintain professional skepticism throughout the
andit.

# Tdentify and assess the risks of material misstatement of the combined financial
statements, whether due to frand or error, and design and perform audit procedures
responsive to those risks. Such procedures include examining, on a test basis, evidence
regarding the amounts and disclosures in the combined financial statements,

# Obtain an understanding of internal control relevant to the andit in order to design audit
procedures that are appropriate in the circomstances, but not for the purpose of
expressing an opinicn on the effectiveness of the Company's internal contrel.
Accordingly, no such opinion is expregsed.

» Evaluate the appropriateness of accounting policies used and the reasonableness of
siznificant accounting estimates made by management, as well as evaluate the overall
presentation of the combined financial statements.

¢ Conclude whether, in cur judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Company's ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, siznificant audit findings, and certain internal
control-related matters that we identified during the andit.

0

h:,t'u:.uuu'-'t.l:'.w‘a-ﬂf:hfku I'I—-ll—-lﬁ

June 30, 2023
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SALT RIVER PROJECT
COMBINED BALANCE SHEETS
APRIL 30, 2023 AND 2022

(Thousands)
ASSETS
Utility Plant
Plant in Service-
Electric
Irrigation
Common

Total plant in service
Less —accumulated depreciation on plant in service

Plant held for future use
Construction work in progress
Nuclear fuel, net

Other Property and Investments
Non-utility property and other investments
Segregated funds, net of current portion

Current Assets

Cash and cash equivalents

Temporary investments

Current portion, segregated funds

Receivables, net of allowance for doubtful accounts
of $5,847 and $5,494, respectively

Fuel stocks

Materials and supplies

Current commodity derivative assets

Other current assets

Deferred Charges and Other Assets
Regulatory assets
Non-current commodity derivative assets
Other deferred charges and other assets

Total Assets

2023

2022

$ 16,633,057

$ 15,938,260

596,210 575,630
1,342,623 1,340,145
18,621,890 17,854,035
(10,180,268) (9,604,689)
8,441,622 8,249,346
45,270 45,270
770,196 651,204
142,101 128,085
9,399,189 9,073,905
391,218 559,808
1,844,276 1,770,435
2,235,494 2,330,243
295,945 486,702
276,245 221,898
104,746 99,177
315,526 290,017
110,041 90,068
330,204 279,253

. 87,945

45,289 42,303
1,477,996 1,507,363
587,937 678,115
37,016 39,209
196,625 217,705
821,578 935,029

S 13,934,257

$ 13,936,540

The accompanying notes are an integral part of these combined financial statements.
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SALT RIVER PROJECT
COMBINED BALANCE SHEETS
APRIL30, 2023 AND 2022
(Thousands)

CAPITALIZATION AND LIABILITIES

Long-term Debt
Accumulated Net Revenues
Total Capitalization

Current Liabilities
Current portion of long-term debt
Accounts payable
Accrued taxes and tax equivalents
Accrued interest
Customers’ deposits
Current commodity derivative liabilities
Other current liabilities

Deferred Credits and
Other Non-current Liabilities
Accrued post-retirement liability
Asset retirement obligations
Non-current commodity derivative liabilities
Other deferred credits and other non-current liabilities

Commitments and Contingencies
(Notes 9, 10,11, 12, 13, 14, 15 and 16)

Total Capitalization and Liabilities

2023

2022

$ 4,950,900

$ 4,560,487

6,002,590 6,364,120
10,953,490 10,924,607
113,930 108,910
318,553 261,036
121,995 129,214
67,603 62,915
139,589 127,463
98,668 9,049
261,037 288,637
1,121,375 987,224
713,636 848,684
377,324 372,802
9,427 13,292
759,005 789,931
1,859,392 2,024,709

$ 13,934,257

$ 13,936,540

The accompanying notes are an integral part of these combined financial statements.
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SALT RIVER PROJECT

COMBINED STATEMENTS OF NET REVENUES
FOR THE YEARS ENDED APRIL 30, 2023 AND 2022

(Thousands)

Operating Revenues
Retail electric
Other electric
Wholesale
Water
Total operating revenues

Operating Expenses
Power purchased
Fuel used in electric generation
Operations and maintenance
Depreciation and amortization
Taxes and tax equivalents
Total operating expenses
Net operating (expenses) revenues

Other (Expense) Income
Investment income (loss), net
Other income, net
Total other income (expense), net
Net (expenses) revenues before financing costs

Financing Costs
Interest on bonds, net
Capitalized interest
Amortization of bond discount (premium) and issuance expenses
Interest on other obligations
Net financing costs

Net (Expenses) Revenues

2023 2022
$ 3,211,366 2,993,392
86,526 83,165
699,635 462,979
24,019 25,805
4,021,546 3,565,341
704,023 701,451
1,537,262 284,092
1,236,743 1,169,058
670,091 645,895
165,514 177,971
4,313,633 2,978,467
(292,087) 586,874
30,762 (68,631)
31,650 7,002
62,412 (61,629)
(229,675) 525,245
178,369 181,756
(14,402) (12,298)
(46,090) (41,486)
13,978 2,666
131,855 130,638
S (361,530) S 394,607

The accompanying notes are an integral part of these combined financial statements.
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SALT RIVER PROJECT
COMBINED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED APRIL 30, 2023 AND 2022

(Thousands)
2023 2022
Cash Flows from Operating Activities
Net (Expenses) Revenues S (361,530) S 394,607
Adjustments to reconcile net revenues to net cash provided by operating activities:
Depreciation and amortization 670,091 645,895
Amortization of nuclear fuel 39,028 39,166
Amortization of bond discount {premium) and issuance expenses (46,090) (41,486)
Amortization of operating lease right of use assets 9,393 9,382
Change in fair value of derivative instruments, net of collateral 175,892 {188,383)
Change in fair value of investment securities 23,120 124,641
Realized gain on investing activities (15,267) (35,265)
Other (2,920) 3,148
Decrease (increase) in:
Fuel stocks and materials and supplies (70,924) 24,948
Receivables, net of allowance for doubtful accounts (29,825) 8,562
Other current assets (2,986) (2,554)
Deferred charges and other assets 4,620 (20,123)
Increase {decrease) in:
Accounts payable 51,736 31,994
Accrued taxes and tax equivalents (7,219) 5,890
Accrued interest 4,688 (309)
Customers’ deposits and other current liabilities (16,688) 33,279
Deferred credits and other non-current liabilities (62,397) 4,575
Net cash provided by operating activities 362,722 1,037,967
Cash Flows from Investing Activities
Capital expenditures (1,311,014) (1,014,150)
Plant acquisition (34,979) (46,891)
Contributions in aid of construction 313,912 226,794
Proceeds from disposition of assets 11,577 17,132
Purchases of investments (216,908) (478,929)
Sales of investments 70,287 60,575
Maturities of investments 231,896 291,066
Other investing activities - (1,191)
Net cash used for investing activities (935,229) {945,594)
Cash Flows from Financing Activities
Proceeds from issuance of Revenue Bonds, net of debt issuance costs 554,716 653
Contribution to Revenue Bonds refunding - (6,955)
Repayment of Revenue Bonds (108,910) (102,755)
Repayment of Revolving Credit Agreement loan (3,500) -
Net cash provided by {used for) financing activities 442,306 (109,057)
Net (Decrease) Increase in Cash, Cash Equivalents and Restricted Cash (130,201) (16,684)
Balance at Beginning of Year in Cash, Cash Equivalents and Restricted Cash 612,670 629,354
Balance at End of Year in Cash, Cash Equivalents and Restricted Cash S 482,469 S 612,670
Supplemental Information
Cash paid for interest, net of capitalized interest S 173,257 S 172,433

The accompanying notes are an integral part of these combined financial statements.
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SALT RIVER PROJECT
NOTES TO COMBINED FINANCIAL STATEMENTS
APRIL 30, 2023 AND 2022

(1) BASIS OF PRESENTATION:
The Company

The Salt River Project Agricultural Improvement and Power District (the District) is an agricultural improvement
district organized in 1937 under the laws of the State of Arizona. It operates the Salt River Project (the Project), a
federal reclamation project, under contracts with the Salt River Valley Water Users’ Association (the Association),
by which it has assumed the obligations and assets of the Association, including its obligations to the United States
of America for the care, operation and maintenance of the Project. The District owns and operates an electric
system that generates, purchases, transmits and distributes electric power and energy, and provides electric
service to residential, commercial, industrial and agricultural power users in a 2,900-square-mile service territory
in parts of Maricopa, Gila and Pinal counties, plus mine loads in an adjacent 2,400-square-mile area in Gila and
Pinal counties. The Association, incorporated under the laws of the Territory of Arizona in 1903, operates an
irrigation system as the agent of the District. The District and the Association are together referred to as Salt River
Project or SRP.

Principles of Combination

The accompanying Combined Financial Statements reflect the combined accounts of the Association and the
District. The District’s financial statements are consolidated with its wholly owned taxable subsidiaries: SRP
Captive Risk Solutions, Limited (CRS), Papago Park Center, Inc. (PPC), New West Energy Corporation (New West
Energy), and Horizon Acquisitions LLC (Horizon). CRS is a domestic captive insurer, incorporated and domiciled in
Arizona, which is utilized to enhance the District’s property and casualty insurance programs. PPC is a real estate
management company. New West Energy was used to market, at retail, energy available to the District that was
surplus to the needs of its retail customers and energy that might have been rendered surplus in Arizona by retail
competition in the supply of generation but is now largely inactive. Horizon is a land acquisition company. Net
revenues, assets and liabilities related to the District's wholly owned taxable subsidiaries’ operations are not
material to the accompanying Combined Financial Statements. All intercompany transactions and balances have
been eliminated.

Possession and Use of Utility Plant

The United States of America retains a paramount right or claim in the Project that arises from the original
construction and operation of certain of the Project’s electric and water facilities as a federal reclamation project.
Rights to the possession and use of, and to all revenues produced by, these facilities are evidenced by contractual
arrangements with the United States of America. The Department of Interior has the right to perform audits of
certain of the operations of the Project. In addition, the District seeks approval from the Department of Interior
for certain transactions such as payments of in-lieu taxes. The District also gives the Department of Interior the
opportunity to raise any objections it may have regarding the issuance of revenue bonds.

Basis of Accounting

The accompanying Combined Financial Statements are presented in conformity with accounting principles
generally accepted in the United States of America (U.S. GAAP). The preparation of financial statements in
compliance with U.S. GAAP requires management to make estimates and assumptions that affect the reported
amounts in the financial statements and disclosures of contingencies. Actual results could differ from the
estimates.



By virtue of SRP operating a federal reclamation project under contract, with the federal government’s paramount
rights, asset ownership and certain approval rights, SRP is subject to accounting standards as set forth by the
Federal Accounting Standards Advisory Board (FASAB). Entities reporting in accordance with the standards issued
by the Financial Accounting Standards Board (FASB) prior to October 19, 1999 (the date the American Institute of
Certified Public Accountants designated the FASAB as the accounting standard-setting body for entities under the
federal government), are permitted to continue to report in accordance with those standards. As permitted, SRP
has elected to report its financial statements in accordance with FASB standards.

(2) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Utility Plant

Utility plant is stated at the historical cost of construction. Capitalized construction costs include labor, materials,
services purchased under contract, and allocations of indirect charges for engineering, supervision, transportation
and administrative expenses and an allowance for funds used during construction (AFUDC). The cost of property
that is replaced, removed or abandoned, less salvage, is charged to accumulated depreciation. Repairs and
maintenance costs are charged to operations and maintenance expense.

Depreciation expense is computed on a straight-line basis over recovery periods of the various classes of plant
assets. Depreciation expense for utility plant totaled $663.8 million and $637.5 million for the fiscal years ended
April 30, 2023 and 2022, respectively. The following table reflects the District’s average depreciation rates on the
average cost of depreciable assets for the fiscal years ended April 30:

2023 2022
Average electric depreciation rate 3.32% 3.28%
Average irrigation depreciation rate 2.15% 2.25%
Average common depreciation rate 6.33% 6.49%

There was an increase of $5.0 million and $39.2 million in property, plant and equipment purchases within
accounts payable for the fiscal years ended April 30, 2023 and 2022, respectively. Such changes are considered a
non-cash investing activity.

Plant Held for Future Use

Plant held for future use primarily includes the cost of land acquired for future operations, including generation,
transmission and other purposes. Once development starts on the new facility, the costs will be moved to plant
in service.

Allowance for Funds Used During Construction

AFUDC is the estimated cost of funds used to finance plant additions and is recovered in prices through
depreciation expense over the useful life of the related asset. AFUDC is capitalized during certain plant
construction and is included in capitalized interest in the accompanying Combined Statements of Net Revenues.
Composite rates of 3.10% and 3.15% were applied in fiscal years 2023 and 2022, respectively, to calculate interest
on funds used to finance construction work in progress, resulting in $14.4 million and $12.3 million of interest
capitalized, respectively.

Nuclear Fuel

SRP amortizes the cost of nuclear fuel using the units-of-production method. The units-of-production method is
an amortization method based on actual physical usage. The nuclear fuel amortization and accrued expenses for
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both the interim and permanent disposal of spent nuclear fuel are components of fuel expense. Nuclear fuel
amortization was $39.0 million and $39.2 million in fiscal years 2023 and 2022, respectively. The balance of
nuclear fuel includes $114.8 million and $84.6 million of in-process stock, which is not yet being amortized, as of
April 30, 2023 and 2022, respectively.

Software Costs

SRP capitalizes costs incurred to purchase and develop internal-use computer software and implementation costs
incurred in a cloud computing arrangement that is a service contract and amortizes such costs over the recovery
periods of the products. Capitalized software costs are included in utility plant and cloud computing costs are
included in other deferred charges and other assets in the accompanying Combined Balance Sheets. The following
table summarizes the capitalized computer software and capitalized cloud computing arrangement
implementation costs as of April 30 (in thousands):

2023 2022
Cloud Cloud
Software Computing Software Computing
Asset balance S 723,991 S 39,029 S 708,477 S 38,638
Accumulated amortization 571,925 9,043 538,387 4,737

For the fiscal years ended April 30,2023 and 2022, amortization expense for capitalized software costs was
$33.5 million and $36.3 million, respectively. Amortization expense for capitalized cloud computing arrangements
implementation costs was $4.3 million and $3.6 million for the fiscal years ended April 30,2023 and 2022,
respectively.

The following table presents estimated future amortization expense pertaining to capitalized software costs and
capitalized cloud computing arrangement implementation costs in fiscal years ending April 30 (in thousands):

Cloud
Software Computing
2024 S 32,005 S 4,142
2025 31,278 3,771
2026 27,384 3,587
2027 21,614 3,555
2028 18,174 3,524

Asset Retirement Obligations

SRP accounts for its asset retirement obligations in accordance with authoritative guidance, which requires the
recognition and measurement of liabilities for legal obligations associated with the retirement of tangible long-
lived assets. Liabilities for asset retirement obligations are recognized at fair value as incurred and capitalized as
part of the cost of the related tangible long-lived assets. Accretion of the liabilities, due to the passage of time, is
an operating expense and the capitalized cost is depreciated over the estimated useful life of the long-lived asset.
Retirement obligations associated with long-lived assets are those for which a legal obligation exists under
enacted laws, statutes and contracts, including obligations arising under the doctrine of promissory estoppel.

The District has identified retirement obligations for its share of Palo Verde Nuclear Generating Station (PVNGS),
Navajo Generating Station (NGS), Four Corners Generating Station (Four Corners), and certain other assets.
Amounts recorded for asset retirement obligations are subject to various assumptions and determinations, such
as determining whether an obligation exists to remove assets, estimating the fair value of the costs of removal,



estimating when final removal will occur and determining the credit-adjusted, risk-free interest rates to be utilized
in discounting future liabilities. Subsequent to the initial recognition, the liability is adjusted for any revisions to
the estimated future cash flows associated with the asset retirement obligation (with corresponding adjustments
to utility plant), which can occur due to a number of factors, including, but not limited to, cost escalation, changes
in technology applicable to the assets to be retired, changes in federal, state and local regulations and changes to
the estimated decommissioning date of the assets, as well as for the accretion of the liability due to the passage
of time until the obligation is settled.

The following table summarizes the asset retirement obligation activity of the District as of and for the fiscal years
ended April 30 (in thousands):

2023 2022
Beginning balance, May1 § 372,802 S 364,459
Additions - 4,350
Settlements, net (10,641) (10,362)
Revisions to estimates 61 (201)
Accretion expense 15,102 14,556

Ending balance, April 30 S 377,324 S 372,802

Investments in Debt and Equity Securities

SRP invests in various debt and equity securities. Debt securities in which SRP has the intent and ability to hold to
maturity are classified as held-to-maturity securities and reported at amortized cost. Debt securities that are
bought and held with the likelihood of selling them in the near term are classified as trading securities and
reported at fair value, with unrealized gains and losses included in investment income, net. SRP has adopted the
fair value option for all debt and equity securities other than debt securities classified as held-to-maturity. All such
securities are reported at fair value, with unrealized gains and losses included in investment (loss) income, net,
with the exception of the Nuclear Decommissioning Trust (NDT) for which unrealized gains and losses are recorded
in regulatory liabilities (see table in Segregated Funds). SRP does not classify any securities as available-for-sale.

Temporary Investments

Debt and equity securities that are short-term in nature and are expected to be sold or converted to cash in the
next twelve months are classified as temporary investments on the Combined Balance Sheets, unless they meet
the definition of a cash equivalent.



Segregated Funds

The District sets aside funds that are segregated due to management intent and to support various purposes. The
District also has certain segregated funds that are legally restricted. The following amounts are included in
segregated funds in the accompanying Combined Balance Sheets as of April 30 (in thousands):

2023 2022

Segregated funds — legally restricted

Nuclear Decommissioning Trust S 576,441 S 571,676

Debt Reserve Fund 80,598 80,598

Construction Fund 57,322 -

Other 35,851 36,343

Total segregated funds — legally restricted 750,212 688,617
Segregated funds — other

Benefits funds 1,093,253 1,081,218

Debt Service Fund 104,746 99,177

Other 811 600

Total segregated funds — other 1,198,810 1,180,995

Total segregated funds, including current portion S 1,949,022 S 1,869,612

Nuclear Decommissioning

In accordance with regulations of the Nuclear Regulatory Commission, the District maintains a trust for the
decommissioning of PVYNGS. The NDT funds are invested in debt and equity securities. All NDT debt securities are
reported as trading securities. SRP has elected the fair value option for such securities. Changes in fair value
related to the NDT securities are included in the nuclear decommissioning regulatory liability with no impact to
net revenues. The NDT funds are classified as segregated funds in the accompanying Combined Balance Sheets.

Cash and Cash Equivalents

Cash equivalents include money market funds and highly liquid short-term investments with original maturities
of three months or less.

The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within the
Combined Balance Sheets and the Combined Statements of Cash Flows as of April 30 (in thousands):

2023 2022
Cash and cash equivalents s 295,945 S 486,702
Cash and cash equivalents included in non-utility property and other investments 21,928 21,953
Cash and cash equivalents included in segregated funds 104,147 98,799
Restricted cash and cash equivalents included in segregated funds 60,449 5,216
Total cash, cash equivalents and restricted cash S 482,469 S 612,670

Amounts included in restricted cash represent those required to be set aside per terms of contractual agreements,
bond indentures or other legal stipulations.

Allowance for Doubtful Accounts

Allowance for doubtful accounts is provided for electric customer accounts and other non-energy receivables
balances based upon the current expected credit loss, which is measured using a historical experience rate of
write-offs, adjusted for economic factors that include expected recoveries, the current economic environment,



pertinent market studies, and observed customer behavior. The allowance is adjusted periodically for this
experience rate and is maintained until either receipt of payment or the likelihood of collection is considered
remote, at which time the allowance and the corresponding receivable balance are written off.

The following table summarizes SRP’s changes in allowance for doubtful accounts for the fiscal years ended
April 30 (in thousands):

2023 2022
Beginning balance, May 1 S 5494 S 6,013
Provision for doubtful accounts 4,688 8,669
Write-offs (4,335) {9,188)
Ending balance, April 30 S 5847 § 5,494

Fuel Stocks and Materials and Supplies

Fuel stocks and materials and supplies are stated at weighted-average cost and are valued using the average cost
method.

Other Current Liabilities

The accompanying Combined Balance Sheets include the following other current liabilities as of April 30 (in
thousands):

2023 2022
Sick, vacation and holiday accrual S 55,103 S 53,202
Customer prepayments 56,154 75,908
Employee Performance Incentive Compensation (EPIC) 30,697 34,438
Post-retirement benefits 33,382 33,673
Other 85,701 91,416
Total other current liabilities S 261,037 S 288,637

Other Deferred Credits and Non-current Liabilities

The accompanying Combined Balance Sheets include the following other deferred credits and non-current
liabilities as of April 30 (in thousands):

2023 2022
Regulatory liabilities S 461,384 S 486,182
Sick, vacation and holiday accrual 54,952 56,899
Long-term operating lease liabilities 56,602 61,247
Mine reclamation and other environmental obligations 49,083 50,225
Other 136,984 135,378

Total other deferred credits and non-current liabilities S 759,005 S 789,931

Financing Costs

Bond discount, premium and issuance expenses are deferred and amortized using the effective interest method
over the terms of the related bond issues.



Income Taxes

The District, as a political subdivision of the State of Arizona, is exempt from federal and Arizona state income
taxes. The Association, as a private corporation, is not exempt from federal and Arizona state income taxes.
However, the Association is not liable for income taxes on operations relating to its acting as an agent for the
District on the basis of a settlement with the Commissioner of Internal Revenue in 1949, which was approved by
the Secretary of the Treasury. The Association is liable for income taxes on activities where it is not acting as an
agent of the District. Income taxes related to the Association and to the District’s wholly owned taxable
subsidiaries’ operations are not material to the accompanying Combined Financial Statements.

Voluntary Contributions in Lieu of Taxes

As a political subdivision of the State of Arizona, the District is exempt from property taxation. In accordance with
Arizona law, the District makes voluntary contributions each year to the State of Arizona, school districts, cities,
counties, towns and other political subdivisions of the State of Arizona, for which property taxes are levied and
within whose boundaries the District has property included in its electric system. The amount paid is computed
on the same basis as ad valorem taxes paid by a private utility corporation with an allowance for certain water-
related deductions. Such contributions are included in taxes and tax equivalents in the Combined Statements of
Net Revenues.

Sales and Use Taxes

The District is required by various government authorities, including states and municipalities, to collect and remit
taxes on certain retail sales. Such taxes are recorded on a net basis and excluded from revenues and expenses in
the accompanying Combined Financial Statements.

Concentrations of Credit Risk

Financial instruments that potentially subject SRP to credit risk consist of cash and cash equivalents, temporary
and other investments, and segregated funds. Certain balances exceed Federal Deposit Insurance Corporation
(FDIC) insured limits or are invested in money market accounts with investment banks that are not FDIC insured.
SRP’s cash and cash equivalents, temporary and other investments, and segregated funds are placed in
creditworthy financial institutions and certain money market accounts that invest in U.S. Treasury securities or
other obligations issued or guaranteed by the U.S. government or its agencies or instrumentalities.

The use of contractual arrangements to manage the risks associated with changes in energy commodity prices
creates credit risks resulting from the possibility of honperformance by counterparties pursuant to the terms of
their contractual obligations. In addition, volatile energy prices can create significant credit exposure from energy
market receivables and mark-to-market valuations. The District has a credit policy for wholesale counterparties,
continuously monitors credit exposures and routinely assesses the financial strength of its counterparties. The
District minimizes credit risk by dealing primarily with creditworthy counterparties, entering into standardized
agreements that allow netting of exposures to and from a single counterparty, and requiring letters of credit,
parent guarantees or other collateral when it does not consider the financial strength of the counterparty
sufficient.

Subsequent Events

SRP follows authoritative guidance which requires an entity to evaluate subsequent events through the date that
the financial statements are either issued or available to be issued. Subsequent events for SRP have been
evaluated through June 30, 2023, which is the date that the financial statements were issued. See Note [16],
SUBSEQUENT EVENTS for additional discussion of subsequent events.



(3) ACCOUNTING PRONOUNCEMENTS:

In March 2020, the FASB issued ASU 2020-04, Reference Rate Reform, as amended. The amendments in this
update provide optional expedients and exceptions for applying U.S. GAAP to contracts that reference the London
Interbank Offered Rate or another reference rate expected to be discontinued by reference rate reform. In
December 2022, the FASB issued ASU 2022-06, which amended the dates when an entity may elect to apply this
update to any time from March 12, 2020 through December 31, 2024. Once elected, the expedients must be
applied prospectively for all eligible contracts. SRP has not identified any contracts that would be affected by this
update. If any contracts are modified to replace a reference rate, SRP will elect the expedients provided by these
updates.

(4) REGULATORY MATTERS:
The Electric Utility Industry

The District operates in a regulated environment in which it has an obligation to deliver electric service to
customers within its service area. In 1998, Arizona legislature enacted the Arizona Electric Power Competition Act
(the Act), which applies to public power entities like the District. The Act authorized competition in the retail sales
of electric generation, recovery of stranded costs and competition in billing, metering and meter reading. While
retail competition was available to all customers by 2001, only a few customers chose an alternative energy
provider, and those customers have since returned to their incumbent utilities. At this time, there is no active
retail competition within the District’s service territory or, to the knowledge of the District, within the State of
Arizona, and the District’s Direct Access Program is suspended.

The Arizona Corporation Commission (ACC) regulates investor-owned and cooperatively owned utilities, called
public service corporations in Arizona. The Arizona Legislature, in the Act, directed the ACC to adopt rules for
competition similar to what the Arizona Legislature had enacted for public power entities. In 1999, the ACC issued
its rules for retail electric competition. The rules were challenged in the courts and held to be invalid. At various
times since, numerous energy service, meter reading and meter service providers, brokers, large industrial
customers and merchant power plant owners have urged the ACC to reinstate some form of retail competition,
but none have been successful.

In May 2013, the ACC opened an inquiry into retail competition and requested that interested parties provide
comments on a series of ACC-issued questions. The District participated in that inquiry. On September 11, 2013,
the ACC voted to close the inquiry into whether the ACC should consider deregulation of the Arizona electricity
market. The ACC’s action was consistent with the position advocated by the District but there was insufficient
support to modify the rules of competition. However, effective July 1, 2012, the ACC approved a buy-through
program for a major utility allowing a limited number of large industrial customers to purchase generation from
other providers. In December 2020, the ACC approved a similar buy-through program for a second major utility in
the state. The ACC continues to evaluate these programs as part of rate case proceedings.

In August 2021, an entity filed application to provide competitive electric generation services in Arizona under the
1998 law. This action led to discussions which resulted in the ACC requesting a legal opinion from the Arizona
Attorney General. This resulted in an ACC directive stating that all matters be held in abeyance until a finding from
the Attorney General. That opinion was notissued and there was a change in the Attorney General because of the
2022 election. At this time, there is no upcoming matter to modify the rules, but the District is actively monitoring
the issue. In addition, during the 2022 legislative session, House Bill 2101 was enacted and has since become
effective. House Bill 2101 repeals statutes and removes the requirement that a competitive market exist in the
sale of electric generation service in Arizona. As part of the House Bill 2101 stakeholder process, the District
negotiated an agreement that creates its own buy-through program. The terms and conditions of the program are



being established and the program is expected to go before the District Board in September for approval. If the
District Board approves the program’s structure, it will be implemented in January 2024.

Regulation and Pricing Policies

Under Arizona law, the District’s publicly elected Board of Directors (the Board) has the authority to establish
electric prices. The District is required to follow certain public notice and special Board meeting procedures before
implementing any changes in the standard electric price plans. The financial statements reflect the pricing policies
of the Board.

The District’s price plans include a base price component and a Fuel and Purchased Power Adjustment Mechanism
(FPPAM). Base prices recover costs for generation, transmission, distribution, customer services, metering, meter
reading, billing and collections, and system benefits charges that are not otherwise recovered through the FPPAM.
The FPPAM was implemented in May 2002 to adjust for increases and decreases in fuel costs and, as of
May 1, 2019, also includes renewable purchased power agreements. Through a system benefits charge to the
District’s transmission and distribution customers, the District recovers the costs of programs benefiting the
general public, such as discounted rates for low-income customers, energy efficiency and nuclear
decommissioning, including the cost of spent fuel storage.

On September 12, 2022, the Board voted to approve two increases to FPPAM prices: the first overall 4.7% increase
effective November 1, 2022, and the second increase of the same magnitude effective a year later, November 1,
2023. The Board also approved forgoing future collection of $124.0 million of the under-collected FPPAM balance,
using the District’s strong financial position to reduce the need for price increases in the future. On March 28,
2023, the Board voted to approve an additional overall increase through FPPAM rates of 4.9% to the already
approved increase of 4.7% effective November 1, 2023, for a total overall price increase of 9.6% compared to
current price levels.

Regulatory Accounting

SRP accounts for the financial effects of the regulated portion of its operations in accordance with the provisions
of authoritative guidance for regulated enterprises, which requires cost-based, rate-regulated utilities to reflect
the impacts of regulatory decisions in their financial statements. SRP records regulatory assets, which represent
probable future recovery of certain costs from customers through the pricing process, and regulatory liabilities
which represent probable future credits to customers through the pricing process or current collections for future
expected costs. Based on actions of the Board, SRP believes the future collection of costs deferred as regulatory
assets is probable. If events were to occur making recovery of these regulatory assets no longer probable, SRP
would be required to write off the remaining balance of such assets as a one-time charge to net revenues. None
of the regulatory assets earn a return.



The accompanying Combined Balance Sheets include the following regulatory assets and liabilities as of April 30
(in thousands):

2023 2022

Assets

Pension and other post-retirement benefits (Note [12]) S 493032 S 581,530

Bond defeasance 75,826 83,958

Other 19,079 12,627

Total regulatory assets S 587,937 S 678,115
Liabilities

Nuclear decommissioning S 372,096 S 378,040

Depreciation 58,255 72,496

Bond defeasance 31,033 35,646

Total regulatory liabilities S 461,384 S 486,182

The pension and other post-retirement benefits regulatory asset is adjusted as changes in actuarial gains and
losses, prior service costs and transition assets or obligations are recognized as components of net periodic
pension costs each fiscal year and is recovered through prices charged to customers.

Bond defeasance regulatory assets and liabilities are recovered over the remaining original amortization periods
of the reacquired debt ending in various years through fiscal year 2039.

The nuclear decommissioning regulatory liability is any difference between current fiscal year costs and revenues
associated with nuclear decommissioning and earnings (losses) on the NDT. Such amounts are deferred in
accordance with authoritative guidance for regulated enterprises and have no impact to SRP’s earnings.

The depreciation regulatory liability, which results from depreciation that is accelerated in excess of straight-line
depreciation, is being refunded over the estimated remaining lives of the assets.

(5)  REVENUES:

SRP generates revenues primarily from the sale and delivery of electricity to retail customers. Retail revenues,
including unbilled amounts, are generally recognized over time based upon volumes delivered because the
customer consumes the electricity as it is delivered. Retail revenues are typically based on prices subject to
regulatory oversight and are billed and received monthly. Payment is generally due in the month following
delivery. See Note [4], REGULATORY MATTERS, for discussion of SRP’s regulation and pricing policies. The
estimated retail revenue for electricity delivered but not yet billed, recognized in retail electric revenues and
recorded as receivables, net, was $131.5 million and $118.1 million for the fiscal years ended and as of
April 30, 2023 and 2022, respectively.

SRP generates wholesale revenues primarily from excess energy sales, which are recognized over time as the
energy is delivered because the customer consumes the electricity as it is delivered. Payments for wholesale sales
are generally due in the month following delivery.

Some wholesale contracts are accounted for as derivative instruments. Fair value adjustments for these contracts
increased wholesale revenues by $13.8 million and reduced wholesale revenue by $1.3 million in fiscal years 2023
and 2022, respectively. See Note [7], DERIVATIVE INSTRUMENTS.

SRP generates transmission revenues by allowing other entities to use the District’s transmission facilities to
transmit power. Payment for transmission services is generally due monthly and revenues are recognized over



time because the customer consumes the transmission service as it is provided. Transmission revenues are
included in other electric revenues.

SRP generates telecommunications revenues by allowing companies to use the District’s infrastructure to place
antennas that are used to transmit communications signals. Payment for telecommunication services is generally
due up front and revenues are recognized over time as the service is provided. Telecommunication revenues are
included in other electric revenues.

SRP generates water revenues from delivering water to SRP water customers through annual charges,
supplemental water charges and various other fees. Payment of water charges and fees is generally due up front
annually and revenues are recognized over time as water is delivered.

The following table summarizes SRP’s sources of revenues for the fiscal years ended April 30 (in thousands):

2023 2022
Electric
Residential S 1,770474 S 1,646,994
Commercial 1,138,205 1,059,062
Other retail customers 302,687 287,336
Total retail electric revenues 3,211,366 2,993,392
Other electric 86,526 83,165
Wholesale 699,635 462,979
Total electric operating revenues 3,997,527 3,539,536
Water 24,019 25,805
Total operating revenues S 4021546 S 3,565,341

Deferred revenue balances are included in other current liabilities and were $97.8 million and $110.0 million as
of April 30, 2023 and 2022, respectively. The deferred revenues generally represent amounts paid by or receivable
from customers for which the associated performance obligation has not yet been satisfied. Substantially all of
the deferred revenue balances are expected to be recognized within one year. SRP’s other contract assets are not
significant.

Contracts with remaining performance obligations include the supply and delivery of various electric and water
products and services. Contracts with variable volumes and/or variable pricing are excluded from disclosure of
remaining performance obligations because the related consideration under the contracts are variable at
inception. Contract lengths vary from cancelable to multiyear.

SRP does not disclose the value of remaining performance obligations when (1) the performance obligation is part
of a contract that has an original expected duration of one year or less, (2) revenue is recognized from the
satisfaction of the performance obligation in accordance with the “right to invoice” practical expedient, or (3) the
consideration is allocated entirely to a wholly unsatisfied performance obligation or to a wholly unsatisfied
promise to transfer a distinct good or service that forms part of a series of distinct goods or services. After applying
these exemptions, SRP’s contracts with customers have no material remaining performance obligations.

(6) FAIR VALUE OF FINANCIAL INSTRUMENTS:

SRP invests in U.S. government obligations, certificates of deposit and other marketable investments. Such
investments are classified as cash and cash equivalents, temporary investments, other investments and
segregated funds in the accompanying Combined Balance Sheets depending on the purpose and duration of the
investment.



Fair Value Option

SRP adopted authoritative guidance which permits an entity to measure many financial instruments and certain
other items at fair value. SRP has elected the fair value option for all investment securities other than debt
securities classified as held-to-maturity. Election of the fair value option for debt securities requires the security
to be reported as a trading security.

The fair value option was elected because management believes that fair value best represents the nature of the
investments. While the investment securities held in these funds are reported as trading securities, the
investments continue to be managed with a long-term focus. Accordingly, all purchases and sales within these
funds are presented separately in the accompanying Combined Statements of Cash Flows as investing cash flows,
consistent with the nature and purpose for which the securities are acquired.

Realized and unrealized gains and losses on these investments are included in investment income, net, in the
accompanying Combined Statements of Net Revenues.

The following table summarizes line items included in the accompanying Combined Balance Sheets as of April 30
that include amounts recorded at fair value pursuant to the fair value option (in thousands):

Measurement
Attribute 2023 2022

Cash and cash equivalents

Cash* N/A S 10,945 S 12,702

Money market funds Fair value 285,000 474,000

Held-to-maturity commercial paper Amortized cost - -

Total cash and cash equivalents S 295,945 S 486,702
Non-utility property and other investments

Money market funds Fair value S 21,928 S 21,953

Equity investments Fair value 57,938 58,973

Held-to-maturity debt investments Amortized cost 136,880 312,812

Non-utility property* N/A 174,472 166,070

Total non-utility property and other investments S 391,218 § 559,808
Segregated funds, net of current portion

Money market funds Fair value S 59,850 S 4,837

Equity investments Fair value 1,695,124 1,678,522

Trading debt investments Fair value 9,524 9,293

Held-to-maturity debt investments Amortized cost 79,778 77,783

Total segregated funds, net of current portion S 1,844,276 S 1,770,435
Temporary investments

Held-to-maturity debt investments Amortized cost $ 276,245 S 221,898

Total temporary investments S 276,245 S 221,898
Current portion of segregated funds

Money market funds Fair value S 104,746 S 99,177

Total current portion of segregated funds S 104,746 S 99,177

*Asset category not eligible for fair value option

SRP’s investments in debt securities are measured and reported at amortized cost when there is intent and ability
to hold the security to maturity. SRP’s amortized cost and fair value of held-to-maturity debt securities were
$492.9 million and $469.1 million, respectively, as of April 30,2023 and $612.5 million and $591.2 million,



respectively, as of April 30, 2022. As of April 30, 2023, SRP’s investments in debt securities have maturity dates
ranging from May 2023 to February 2036.

As of April 30, 2023, the gross unrecognized holding gains and losses on held-to-maturity debt securities were
approximately $26.1 thousand and $23.2 million, respectively.

SRP’s equity investments and trading debt investments are measured at fair value with unrealized gains and losses
included in investment income, net. Unrealized gains and losses on NDT investments are included in the nuclear
decommissioning regulatory liability.

The following table summarizes unrealized gains (losses) recognized during the fiscal year ending April 30 on
trading securities still held as of April 30 (in thousands):

2023 2022
Non-utility property and other investments S {1,732) S {(7,625)
Segregated funds, net of current portion (36,521) (180,650)
Total S (38,253) S (188,275)

(7) DERIVATIVE INSTRUMENTS:
Energy Risk Management Activities

The District has an energy risk management program to limit exposure to risks inherent in normal energy business
operations. The goal of the energy risk management program is to measure and manage exposure to market risks,
credit risks and operational risks. Specific goals of the energy risk management program include reducing the
impact of market fluctuations on energy commodity prices associated with customer energy requirements,
reducing excess generation and fuel expenses, meeting customer pricing needs and maximizing the value of
physical generating assets. The District employs established policies and procedures to meet the goals of the
energy risk management program using various physical and financial instruments, including forward contracts,
futures, swaps and options.

Certain of these transactions are accounted for as commaodity derivatives and are recorded in the accompanying
Combined Balance Sheets as either an asset or liability measured at their fair value. Derivative instruments and
the related collateral accounts, if applicable, that are subject to master netting agreements are presented as a net
asset or liability in the accompanying Combined Balance Sheets. Changes in the fair value of commodity
derivatives are recognized each period in net operating revenues and included in the accompanying Combined
Statements of Net Revenues and classified as part of operating cash flows in the accompanying Combined
Statements of Cash Flows. Some of the District’s contractual agreements qualify and are designated for the normal
purchases and normal sales exception and are not recorded at fair value in the accompanying Combined Balance
Sheets. This exception applies to physical sales and purchases of power or fuel when it is probable that physical
delivery will occur; the pricing provisions are clearly and closely related to the underlying asset; and the
documentation requirements are met. If a contract qualifies for the normal purchases and normal sales scope
exception, the District accounts for the contract using settlement accounting (costs and revenues are recorded
when physical delivery occurs). SRP has not elected to use hedge accounting for its derivative instruments.

See Note [8], FAIR VALUE MEASUREMENTS, for additional information on derivative valuation.
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Derivative Volumes

The District has the following gross derivative volumes, by type, as of April 30, 2023:

Purchases
Commodity Unit of Measure  Sales Volumes Volumes
Natural gas options, swaps and forward arrangements MMBtu 8,040,000 341,010,000
Electricity options, swaps and forward arrangements MWh 624,475 99,000
Liquefied fuel swaps Gallon - 5,328,200
The District has the following gross derivative volumes, by type, as of April 30, 2022:
Purchases
Commodity Unit of Measure  Sales Volumes Volumes

Natural gas options, swaps and forward arrangements
Electricity options, swaps and forward arrangements

Liquefied fuel swaps

MMBtu
MWh
Gallon

Presentation of Derivative Instruments in the Financial Statements

- 354,580,000
905,525 s
. 6,037,400

The following tables provide information about the gross fair values, netting, and collateral and margin deposits
for derivative hedging instruments in the accompanying Combined Balance Sheets as of April 30 (in thousands):

2023
Current Non-current
Current Non-current Commodity Commodity
Commodity Commodity Derivative Derivative Net Assets
Derivative Assets Derivative Assets Liabilities Liabilities (Liabilities)
Commodities $ 6,465 85,138 $ (111,377) % (37,949) ¢ (57,723)
Netting (6,465) (28,522) 6,465 28,522 -
Collateral and margin deposits - (19,600) 6,244 - (13,356)
Total S -8 37,016 S (98,668) % (9,427) & (71,079)
2022
Current Non-current
Current Non-current Commodity Commodity
Commodity Commodity Derivative Derivative Net Assets
Derivative Assets Derivative Assets Liabilities Liabilities (Liabilities)
Commodities S 302,846 S 103,625 S (15464) $ (25,231) $ 365,776
Netting (6,278) (11,939) 6,278 11,939 -
Collateral and margin deposits (208,623) (52,477) 137 - {260,963)
Total S 87,945 S 39,209 S (9,049) S (13,292) $ 104,813

A-21



The following tables summarize the District’s unrealized gains (losses) associated with derivatives not designated
as hedging instruments in the accompanying Combined Statements of Net Revenues for the fiscal year (in
thousands):

2023
Change in
Operating Fuel Used in Unrealized Gain
Revenues Power Purchased Electric Generation (Loss)
Commodities $ 13,801 % (500) $ (427,100) S (413,799)
2022
Change in
Operating Fuel Used in Unrealized Gain
Revenues Power Purchased Electric Generation {Loss)
Commodities 3 (1,335) $ (1,034) ¢ 456,313 % 453,944

Credit-related Contingent Features

Certain of the District’'s derivative instruments contain provisions that require the District to post additional
collateral upon certain credit events. If the District’s debt were to fall below investment grade, the counterparties
to the derivative instruments could demand immediate and ongoing full overnight collateralization on derivative
instruments in net liability positions.

The aggregate fair value of all derivative liabilities with credit-risk-related contingent features as of April 30, 2023,
was $86.3 million. As of April 30, 2023, the District posted collateral in the amount of $6.2 million as credit support
under energy contracts for which the collateralization threshold was exceeded. If the credit-risk-related
contingent features underlying these agreements were triggered on April 30, 2023, the District could be required
to post up to $80.1 million of additional collateral to its counterparties.

(8) FAIR VALUE MEASUREMENTS:

SRP accounts for fair value in accordance with authoritative guidance, which defines fair value, establishes
methods for measuring fair value by applying one of three observable market techniques (market approach,
income approach or cost approach) and establishes required disclosures about fair value measurements. This
guidance defines fair value as the price that would be received for an asset or paid to transfer a liability, in the
most advantageous market for the asset or liability in an arms-length transaction between willing market
participants at the measurement date. SRP determines fair value of most of its financial instruments based on the
market approach, which is defined as a valuation technique that uses prices and other relevant information
generated by market transactions involving identical or comparable assets or liabilities. Certain derivative
positions are valued using the income approach, which derives fair value from estimated future cash flows, risk-
adjusted discount rates and other inputs.

SRP classifies its financial instruments into the fair value hierarchy based on the inputs used to determine fair
value. The fair value hierarchy gives the highest priority to quoted prices in active markets for identical assets or
liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). The three levels of the fair value
hierarchy are as follows:

Level 1: Financial assets and liabilities whose values are based on unadjusted quoted prices for identical
assets or liabilities in an active market.

Level 2: Financial assets and liabilities whose values are based on quoted prices for similar assets or
liabilities in active markets, quoted prices for identical or similar assets or liabilities in non-active markets,
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pricing models whose inputs are observable for substantially the full term of the assets or liabilities and
pricing models whose inputs are derived principally from or corroborated by observable market data
through correlation or other means.

Level 3: Financial assets and liabilities whose values are based on prices or valuation techniques that
require inputs that are both unobservable and significant to the overall fair value measurement. These
inputs reflect management’s own assumptions about the assumptions a market participant would use in
pricing the asset or liability.

Assets measured at fair value using net asset value (NAV) as a practical expedient are not categorized in the fair
value hierarchy. These assets are listed in the column “Other” in the following tables to permit the reconciliation
to amounts presented in the financial statements.

The following table sets forth, by level within the fair value hierarchy, SRP’s financial assets and liabilities that
were accounted for at fair value on a recurring basis as of April 30, 2023 (in thousands):

Netting and
Level 1 Level 2 Level 3 Other Collateral Total
Assets
Cash and cash equivalents:
Money market funds S - § 285000 S - S -8 - § 285,000
Total cash and cash equivalents - 285,000 - - - 285,000
Non-utility property and other investments:
Money market funds - 21,928 - - - 21,928
Mutual funds 57,938 - - - - 57,938
Total non-utility property and other
investments 57,938 21,928 - - - 79,866
Segregated funds, net of current portion:
Money market funds - 59,850 - - - 59,850
Mutual funds 1,409,072 - - - - 1,409,072
Commingled funds - - - 286,052 - 286,052
Government securities - 9,524 - - - 9,524
Total segregated funds, net of current portion 1,409,072 69,374 - 286,052 - 1,764,498
Current portion of segregated funds:
Money market funds - 104,746 - - - 104,746
Total current portion of segregated funds - 104,746 - - - 104,746
Derivative instruments:
Commodities 180 91,423 - - (54,587) 37,016
Total derivative instruments 180 91,423 - - (54,587) 37,016
Total assets $1,467,190 $ 572,471 S - S 286,052 S (54,587) $2,271,126
Liabilities
Derivative instruments:
Commodities $ (510) $ (130,166) S (18650) $ - S 41,231 $ (108,095)
Total derivative instruments (510) (130,166) (18,650) - 41,231 (108,095)
Total liabilities $ (510) (130,166) S (18,650) $ - $ 41,231 $ (108,095)
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The following table sets forth, by level within the fair value hierarchy, SRP’s financial assets and liabilities that
were accounted for at fair value on a recurring basis as of April 30, 2022 (in thousands):

Netting and
Level 1 Level 2 Level 3 Other Collateral Total
Assets
Cash and cash equivalents:
Money market funds S - § 474000 S -8 -8 - § 474,000
Total cash and cash equivalents - 474,000 - - - 474,000
Non-utility property and other investments:
Money market funds - 21,953 - - - 21,953
Mutual funds 58,973 - - - - 58,973
Total non-utility property and other
investments 58,973 21,953 - - - 80,926
Segregated funds, net of current portion:
Money market funds - 4,837 - - - 4,837
Mutual funds 1,403,839 - - - - 1,403,839
Commingled funds - - - 274,683 - 274,683
Government securities - 9,293 - - - 9,293
Total segregated funds, net of current portion 1,403,839 14,130 - 274,683 - 1,692,652
Current portion of segregated funds:
Money market funds - 99,177 - - - 99,177
Total current portion of segregated funds - 99,177 - - - 99,177
Derivative instruments:
Commodities - 393,285 13,186 - (279,317) 127,154
Total derivative instruments - 393,285 13,186 - (279,317) 127,154
Total assets $1,462,812 51,002,545 $ 13,186 S 274,683 5 (279,317) $2,473,909
Liabilities
Derivative instruments:
Commodities $  (2,531) $ (17,618) $ (20,546) S - S 18354 § (22,341)
Total derivative instruments {2,531) (17,618) (20,546) - 18,354 (22,341)
Total liabilities $  (2,531) (17,618) S (20,546) S -5 18354 S5 (22,341)

Valuation Methodologies

Securities

Money market funds: Investments with maturities of three months or less when purchased, including certain
short-term fixed income securities, are considered cash equivalents. The fair value of shares in money market
funds are priced based on inputs obtained from Bloomberg, a pricing service whose prices are obtained from
direct feeds from exchanges, that are either directly or indirectly cbservable. Even though the NAV of the fund(s)
is kept at 51 per share, and transactions occur at that price, the underlying value of the securities may or may not
be equal to $1 per share; therefore, these funds are classified as Level 2 in the fair value hierarchy.

Mutual funds: The fair values of shares in mutual funds are based on inputs that are quoted prices in active
markets for identical assets and, therefore, have been categorized as Level 1 in the fair value hierarchy. This
category may include exchange-traded funds, which are similar to mutual funds in their structure but trade
actively on exchanges like stocks. Mutual funds are priced using active market exchanges.

Commingled funds: Commingled funds are maintained by investment companies and hold certain investments in
accordance with a stated set of fund objectives, which are consistent with SRP’s overall investment strategy. For
equity and fixed-income commingled funds, the fund administrator values the fund using the NAV per fund share,
derived from the quoted prices in active markets of the underlying securities. Investments in non-publicly traded
companies held in private equity funds are valued based on good-faith estimates of fair value performed by the
fund manager. Commingled funds are measured at fair value using NAV as a practical expedient and are not
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categorized in the fair value hierarchy. These assets are listed as “Other” in the fair value hierarchy to permit the
reconciliation to amounts presented in the financial statements.

Gavernment securities: The fair value of government securities is derived from quoted prices on similar assets in
active or non-active markets, from pricing models whose inputs are observable for the substantially full term of
the asset, or from pricing models whose inputs are derived principally from or corroborated by observable market
data through correlation or other means; therefore, these securities have been categorized as Level 2 in the fair
value hierarchy.

Commadity Derivative Instruments

The fair values of gas swaps and power swaps that are priced based on inputs using quoted prices of similar
exchange-traded items have been categorized as Level 1 in the fair value hierarchy. These include gas and power
swaps traded on exchanges.

The fair values of gas swaps, power swaps, gas options, power options and power deals that are priced based on
inputs obtained through pricing agencies and developed pricing models, using similar observable items in active
and inactive markets, are classified as Level 2 in the fair value hierarchy.

The fair values of derivative assets and liabilities that are valued using pricing models with significant unobservable
market data traded in less active or underdeveloped markets are classified as Level 3 in the fair value hierarchy.
Level 3 items include gas swaps, power swaps, gas options, power options and power deals. These inputs reflect
management’s own assumptions about the assumptions a market participant would use in pricing the asset or
liability.

SRP periodically transacts at locations, market price points or in time blocks that are non-standard or illiquid for
which no prices are available from an independent pricing source. In these cases, SRP applies adjustments based
on historical price curve relationships to a more liquid price point as a proxy for market prices. Such transactions
are classified as Level 3.

SRP estimates the fair value of certain of its options using Black-Scholes option pricing models, which include
inputs such as implied volatility, correlations, interest rates and forward price curves.

All the assumptions above include adjustments for counterparty credit risk, using credit default swap data, bond
yields, when available, or external credit ratings.

SRP’s assessment of the significance of a particular input to the fair value measurements requires judgment and

may affect the valuation of fair value assets and liabilities and their placement within the fair value hierarchy
levels. SRP reviews the assumptions underlying its contracts monthly.
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The following table provides quantitative information regarding significant unobservable inputs in SRP’s Level 3
fair value measurements as of April 30, 2023:

Fair Value (in thousands) Unobservable Inputs
Weighted
Assets Liabilities Range Average*
Forward contracts S - S (1,125)
Market price per MWh $88.40 - $89.75 $89.13
Market price per MMBtu N/A N/A
Option contracts $ -5 (17,525)
Market price per MWh $39.42 - §163.22 86.74
Power volatility 45.62%-138.37% 66.40%
Market price per MMBtu $2.81-57.49 $4.59
Gas volatility 44.80% - 86.30% 58.38%

*Unobservable inputs were weighted by the relative commodity quantity in each contract.

The following table provides quantitative information regarding significant unobservable inputs in SRP’s Level 3
fair value measurements as of April 30, 2022:

Fair Value (in thousands) Unohservable Inputs
Weighted
Assets Liabilities Range Average™
Forward contracts S 4339 S (877)
Market price per MWh $79.70 - $86.15 $82.92
Market price per MMBtu $3.07-54.11 $3.37
Option contracts S 8,847 S {19,669)
Market price per MWh $37.15-5182.26 $82.77
Power volatility 20.5%-80.7% 35.3%
Market price per MMBtu $3.24 - 59.09 $3.49
Gas volatility 31.5% - 105.9% 34.1%

*Unobservable inputs were weighted by the relative commodity quantity in each contract.
See Note [7], DERIVATIVE INSTRUMENTS, for additional detail of derivatives.
Investments Calculated at Net Asset Value

As of April 30, 2023, the fair value measurement of investments calculated at NAV (or its equivalent), as well as
the nature and risks of those investments, is as follows:

Fair Value Unfunded Redemption Redemption
(in thousands) Commitments Frequency Notice Period
Commingled funds:
Fixed income funds S 285,241 None Daily N/A
Private equity fund 811 $4.0 million N/A N/A
Total commingled funds S 286,052
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As of April 30, 2022, the fair value measurement of investments calculated at NAV (or its equivalent), as well as
the nature and risks of those investments, is as follows:

Fair Value Unfunded Redemption Redemption
(in thousands) Commitments Frequency Notice Period
Commingled funds:
Fixed income funds S 274,083 None Daily N/A
Private equity fund 600 $4.4 million N/A N/A
Total commingled funds S 274,683

Fixed income commingled funds: These funds are actively managed funds used by an investment manager to
diversify an overall portfolio of separately managed fixed-income securities. The funds may invest in fixed-income
securities of varying duration, maturity, credit quality and geographic location. The securities may be non-U.S.
securities.

Private equity commingled fund: This fund invests primarily in privately held early stage and emerging growth
technology companies and husinesses primarily based in, or having existing or potential strategic and economic
ties to, the State of Arizona.

Margin and Collateral Deposits

Margin and collateral deposit assets and liabilities include cash deposited with, and received from, counterparties
and brokers as credit support under energy contracts. The amount of margin and collateral deposits varies based
on changes in the fair value of the positions. SRP presents its margin and cash collateral deposits net with its
derivative positions on the accompanying Combined Balance Sheets. Net margin and collateral deposits (liabilities)
were ($13.4 million) and ($261.0 million) as of April 30, 2023 and 2022, respectively. The significant increase in
collateral held by SRP is due to market value changes of SRP’s natural gas and fuel contracts. See Note [7],
DERIVATIVE INSTRUMENTS.

Changes in Level 3 Fair Value Measurements
The tables below include the reconciliation of changes to the balance sheet amounts for the fiscal years ended

April 30 for commodity derivative instruments classified as Level 3 in the fair value hierarchy; this determination
is based upon unobservable inputs to the overall fair value measurement (in thousands):

2023 2022
Beginning balance, May 1 S (7,360) S (61,592)
Transfers out of Level 3 (12,586) 25,792
Net realized and unrealized gain (loss) included in earnings (5,255) 22,860
Net purchases (sales) (103) (780)
Settlements 6,654 6,360
Ending balance, April 30 S (18,650) S (7,360)

Realized and unrealized gains and losses included in earnings identified above are included in wholesale revenues,
power purchased or fuel used in electric generation, as appropriate in the accompanying Combined Statements
of Net Revenues. The transfers out of Level 3 for each fiscal year primarily represent derivative positions for which
the maturity date has moved to within a time frame such that there are published price curves available to use
for performing the valuations.
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Fair Value Disclosures

U.S. GAAP requires disclosure of the estimated fair value of certain financial instruments and the methods and
significant assumptions used to estimate their fair values. Many but not all of the financial instruments are
recorded at fair value on the accompanying Combined Balance Sheets. Financial instruments held by SRP are
discussed below.

Financial instruments for which fair value approximates carrying value: Certain financial instruments that are not
carried at fair value on the accompanying Combined Balance Sheets are carried at amounts that approximate fair
value due to their short-term nature and generally negligible credit risk. The instruments include receivables,
accounts payable, customers’ deposits, other current liabilities, commercial paper and loans against the District’s
revolving line-of-credit agreements.

Financial instruments for which fair value does not approximate carrying vaiue: SRP presents long-term debt at
carrying value on the accompanying Combined Balance Sheets. The collective fair value of the District’s revenue
bonds, including the current portion, was estimated by using industry leading pricing services from independent
sources. As of April 30, 2023 and 2022, the carrying amount of the District’s revenue bonds, including current
portion and accrued interest, was $4.8 billion and $4.4 billion, respectively, and the estimated fair value was
$4.6 billion and $4.3 billion, respectively. These estimated fair values are classified as Level 2 in the fair value
hierarchy. (See Note [9], LONG-TERM DEBT, for further discussion of the District’s revenue bonds.)

(9) LONG-TERM DEBT:

Long-term debt consists of the following as of April 30 (in thousands):

Maturity Interest Rate 2023 2022
Revenue bonds
2010 Series A 2040 - 2041 4.84% S 490,915 S 490,915
2015 Series A 2026 — 2045 3.00%-5.00% 867,285 873,780
2016 Series A 2024 - 2038 4.00%-5.00% 652,960 681,160
2017 Series A 2024 - 2039 5.00% 657,415 684,910
2019 Series A 2024 - 2049 3.00%-5.00% 438,745 446,240
2020 Series A 2025 - 2048 2.38%-5.00% 177,330 190,550
2020 Series B 2048 — 2050 2.57% 100,000 100,000
2021 Series A 2024 - 2029 5.00% 251,395 277,400
2022 Series A 2030 - 2032 5.00% 193,065 193,065
2023 Series A 2029 - 2050 5.00% 500,000 -
Total revenue bonds 4,329,110 3,938,020
Unamortized bond premium {discount}, net 419,979 411,314
Unamortized debt issuance costs (9,259) (8,437)
Total revenue bonds outstanding 4,739,830 4,340,897
Revolving line-of-credit loan - 3,500
Commercial paper 325,000 325,000
Total long-term debt and short-term debt 5,064,830 4,669,397
Less: Current portion of long-term debt {113,930) {108,910)
Total long-term debt S 4,950,900 S 4,560,487
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The annual maturities of revenue bonds as of April 30, 2023, due in fiscal years ending April 30, are as follows (in
thousands):

2024 S 113,930
2025 118,780
2026 126,415
2027 129,205
2028 142,690
Thereafter 3,698,090
Total S 4,329,110

Revenue Bonds

Revenue bonds are secured by a pledge of, and a lien on, the revenues of the electric system, after deducting
operating expenses, as defined in the amended and restated bond resolution, effective in January 2003, as
amended (Bond Resolution). The Bond Resolution requires the District to charge and collect revenues sufficient
to fund the debt reserve account and pay operating expenses, debt service and all other charges and liens payable
out of revenues and income. Under the terms of the Bond Resolution, the District makes debt service deposits to
a non-trusteed segregated fund. Included in segregated funds in the accompanying Combined Balance Sheets are
$185.3 million and $179.8 million of debt-service related funds as of April 30, 2023 and 2022, respectively.
Additionally, the Bond Resolution requires the District to maintain a debt service coverage ratio of 1.1 or greater
on outstanding revenue bonds. To be eligible to issue additional revenue bonds, the District must anticipate
sufficient revenues to maintain that ratio post-issuance. For the fiscal years ended April 30, 2023 and 2022, the
debt service coverage ratio was 3.6 and 3.5, respectively. A substantial portion of the revenue bonds are callable
by the District ten years after issuance.

In October 2010, the District issued $500.0 million of 2010 Series A Electric System Revenue Bonds as federally
taxable, direct payment “Build America Bonds” under the American Recovery and Reinvestment Act of 2009
(ARRA). At the time of issuance, the District expected, in accordance with the ARRA, to receive subsidy payments
from the United States Treasury equal to 35% of the interest paid on the 2010 Series A Bonds over the entire term
of the bonds.

Due to federal budget sequestration, beginning March 2013, the Internal Revenue Service has reduced the subsidy
amounts paid to issuers of Build America Bonds each year. The District’s semi-annual subsidy payments have been
reduced by amounts ranging from 5.7% to 8.7%. Subject to the District’s compliance with certain provisions of the
ARRA and including the effect of reductions for sequestration, the District recorded $7.8 million for subsidy earned
during the fiscal years ending April 30, 2023 and 2022. The subsidy earned is included in the accompanying
Combined Statements of Net Revenues as a reduction to interest on bonds, net. The balance of subsidy payments
receivable was $2.6 million as of April 30, 2023 and 2022.

In September 2021, the District issued $277.4 million of Series A Electric System Revenue Bonds at an average
effective interest rate of 1.0%. The proceeds of the bonds, along with a $4.0 million contribution from the District,
were deposited into an externally trusteed irrevocable account. The escrow account was used to refund all
outstanding 2011 Series A Bonds, which have been removed from SRP’s Combined Balance Sheet. The refunding
is a non-cash activity on the Combined Statements of Cash Flows, except for the $4.0 million contribution which
is a cash outflow for financing activities.

In March 2022, the District issued $193.1 million of Series A Electric System Revenue Bonds at an average effective
interest rate of 2.1%. The proceeds of the bonds, along with a $3.0 million contribution from the District, were
deposited into an externally trusteed irrevocable account. The escrow account was used to refund all outstanding
2012 Series A Bonds, which have been removed from SRP’s Combined Balance Sheet. The refunding is a non-cash
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activity on the Combined Statements of Cash Flows, except for the $3.0 million contribution which is a cash
outflow for financing activities.

In April 2022, the District entered into a forward delivery contract to issue $277.9 million of Series A Electric
System Revenue Bonds in March 2025. The proceeds of the bonds will be used to refund $300.0 million of 2015
Series A Bonds outstanding in March 2025. The transaction will be reflected in the Combined Financial Statements
for the fiscal year ending April 30, 2025.

In February 2023, the District issued $500.0 million of 2023 Series A Electric System Revenue Bonds atan average
effective interest rate of 4.2%. The proceeds of the bonds were used to pay costs of issuance and will fund capital
improvements of the District.

Interest, Build America Bonds subsidy payments, and the amortization of bond discount, premium and issuance
costs on the various issues result in an effective rate of 3.5% over the remaining term of the bonds.

As of April 30, 2023, the District had authorization to issue additional Electric System Revenue Bonds totaling
$1.8 billion in principal amount and Electric System Refunding Revenue Bonds totaling $5.1 billion principal
amount,

(10) COMMERCIAL PAPER AND CREDIT AGREEMENTS:

The District is authorized by the Board to issue up to $800.0 million in commercial paper. The District had
$50.0 million of Series C Commercial Paper outstanding as of April 30, 2023 and 2022, and an additional
$275.0 million of Series D-1 Commercial Paper outstanding as of April 30,2023 and 2022. As of April 30, 2023 and
2022, the Series Cissue had a weighted average interest rate to the District of 3.15% and 0.54%, respectively. As
of April 30, 2023 and 2022, the Series D-1 issue had a weighted average interest rate to the District of 4.94% and
0.58%, respectively. The commercial paper matures not more than 270 days from the date of issuance and is an
unsecured obligation of the District.

As of April 30, 2023, the District has four revolving line-of-credit agreements (in thousands):

Credit Institution Credit Amount Expiration
U.S. Bank National Association S 200,000 June 28, 2024
Bank of America, N.A. 250,000 December 9, 2025
J.P. Morgan Chase Bank, National Association 175,000 June 29, 2026
TD Bank, N.A. 175,000 July 14, 2026

The revolving line-of-credit agreements support the $325.0 million of outstanding commercial paper as of
April 30, 2023. Commercial paper is classified as long-term debt in the accompanying Combined Balance Sheets.

The revolving line-of-credit agreements contain various conditions precedent to borrowings that include, but are
not limited to, compliance with the covenants set forth in the agreements, the continued accuracy of
representations and warranties, no existence of default, and maintenance of certain investment grade ratings on
the District’s revenue bonds. The District was in compliance with the various covenants as of April 30, 2023 and
2022. Alternative sources of funds to support the commercial paper program include existing funds on hand or
the issuance of alternative debt, such as revenue bonds.

The remaining unallocated $475.0 million in credit available under the four lines of credit as of April 30, 2023, may
be used to support the issuance of additional commercial paper or for other general corporate purposes.
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(11) LEASES:

SRP leases land, buildings, equipment and other property to facilitate operations of generating stations through
operating rental agreements with varying terms, provisions and expiration dates. SRP also has certain power
purchase agreements that qualify as lease arrangements (PPA Leases). SRP’s leases have remaining terms that
expire in 2024 through 2045.

Lessee

SRP enters into various agreements to purchase power, electric capacity and other energy products that may be
accounted for as a lease when SRP has the right to determine when and how the generating unit operates or is
designed. SRP may elect to terminate certain leases if the projects are decommissioned or otherwise permanently
removed from service. SRP’s lease agreements do not contain any material residual value guarantees or restrictive
covenants,

SRP recognizes lease assets and liabilities upon lease commencement. The following table provides information
related to the classification of lease balances on the Combined Balance Sheets as of April 30 (in thousands):

2023 2022
Assets
Other deferred charges and other assets
Operating lease right-of-use assets S 89,153 $ 96,163
Total lease assets S 89,153 § 96,163
Liabilities
Other current liabilities
Short-term operating lease liabilities S 7031 S 7,058
Other deferred credits and other non-current liabilities
Long-term operating lease liabilities 56,602 61,247
Total lease liabilities S 63,633 S 68,305

The following table provides information related to SRP’s lease costs for the fiscal year ended April 30, 2023 (in
thousands):

PPA Leases Other Leases Total
Operating lease cost S - S 9,393 § 9,393
Variable lease cost 143,234 - 143,234
Short-term lease cost - 597 597
Total $ 143,234 § 9,990 § 153,224

The following table provides information related to SRP’s lease costs for the fiscal year ended April 30, 2022 (in
thousands):

PPA Leases Other Leases Total
Operating lease cost S - s 9,382 § 9,382
Variable lease cost 137,206 1,951 139,157
Short-term lease cost - 783 783
Total 5 137,206 $ 12,116 S 149,322

Lease costs related to PPA Leases are recorded in power purchased in the Combined Statements of Net Revenues.
Lease costs for other leases are included as a component of operating expenses in the accompanying Combined
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Statements of Net Revenues. Variable lease costs are recognized in the period the costs are incurred and primarily
relate to renewable energy PPA Leases. Payments under most renewable energy PPA Leases are dependent upon
environmental factors, and due to the inherent uncertainty associated with the reliability of the energy source,
the payments are considered variable and are excluded from the measurement of lease liabilities and right-of-use
lease assets.

The following maturity analysis reconciles expected undiscounted cash flows in years ending April 30 to the
operating lease liability as of April 30, 2023 (in thousands):

2024 S 7,058
2025 7,064
2026 7,069
2027 7,075
2028 7,081
Thereafter 34,772
Total lease commitments 70,119
Less: interest (6,486)
Total S 63,623

The following table provides additional information related to operating lease liabilities, as of April 30:

2023 2022
Weighted-average remaining lease term 12 years 13 years
Weighted-average discount rate® 1.83% 1.83%
Cash paid for leasing arrangements (operating cash flow), in millions $7.1 $7.4

*When an implicit rate is not readily determinable, an incremental borrowing rate is utilized, determining the present value
of lease payments. The rate is based on expected term and information available at the commencement date.

Lessor

SRP leases land and other assets to third parties that are classified as operating leases. These leases have varying
terms, provisions, expiration dates and term extension options. Remaining lease terms range from 1 to 92 years.
Lease income is reported in other income in the accompanying Combined Statements of Net Revenues. During
the fiscal years ended April 30, 2023 and 2022, lease income was $8.5 million and $7.4 million, respectively.
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The undiscounted cash flows to be received from lease payments in fiscal years ending April 30 are summarized
below (in thousands):

2024 S 7,909
2025 7,875
2026 7,906
2027 7,942
2028 7,924
Thereafter 863,578
Total S 903,134

(12) EMPLOYEE BENEFIT PLANS AND INCENTIVE PROGRAMS:
Defined Benefit Pension Plan and Other Post-retirement Benefits

SRP’s Employees” Retirement Plan (the Plan) covers substantially all employees. The Plan is funded entirely from
SRP contributions and the income earned on invested Plan assets. SRP contributed $75.0 million in each fiscal year
ended April 30, 2023 and 2022.

SRP provides a non-contributory defined benefit medical plan for retired employees and their eligible dependents
{contributory for employees hired January 1, 2000, or later) and a non-contributory defined benefit life insurance
plan for retired employees. Employees are eligible for coverage if they retire at age 65 or older with at least five
years of vested service under the Plan (ten years for those hired January 1, 2000, or later), or at any time after
attainment of age 55 with a minimum of ten years of vested service under the Plan (twenty years for those hired
January 1, 2000, or later). The funding policy is discretionary.

During fiscal year 2023, the Board approved an ad-hoc Cost-of-Living-Adjustment (COLA) for select participants
receiving benefits from the Plan, effective May 1, 2023. Participants who retired prior to 2013 were provided a
graded increase to their benefits ranging from 2.7% for a 2012 retiree, to 27% for a 1982 or earlier retiree. The
COLA increased the Projected Benefit Obligation (PBO) by approximately $35.0 million and the projected fiscal
year 2024 expense by approximately $4.5 million.

U.S. GAAP requires employers to recognize the overfunded or underfunded positions of defined benefit pension
and other post-retirement plans in their balance sheets. Any actuarial gains and losses, prior service costs and
transition assets or obligations must be recorded on the balance sheet with an offset to accumulated other
comprehensive income until the amounts are amortized as a component of net periodic benefit costs.

The Board has authorized the District to collect future amounts associated with the pension and other post-
retirement plan liabilities as part of the pricing process. The District established a regulatory asset for the amounts
otherwise chargeable to accumulated other comprehensive income that are expected to be recovered through
prices in future periods. The changes in actuarial gains and losses, prior service costs and transition assets or
obligations pertaining to the regulatory asset are recognized as an adjustment to the regulatory asset or liability
accounts, as these amounts are recognized as components of net periodic pension costs each fiscal year. The
District’s amortization amounts for fiscal year 2023 were $2.1 million for prior service cost and $16.0 million for
net actuarial loss. The District’s amortization amounts for fiscal year 2022 were 51.3 million for prior service cost
and $61.4 million for net actuarial loss.
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The following tables outline changes in benefit obligations, plan assets, the funded status of the plans and
amounts included in the accompanying Combined Financial Statements, as of and for the years ended April 30 (in
thousands):

Pension Benefits Post-retirement Benefits
2023 2022 2023 2022

Change in benefit obligation

Benefit obligation at beginning of year S 2,781,007 S 3,214,615 S 755302 §$ 950,365

Service cost 77,316 101,747 19,603 26,8806

Interest cost 122,242 106,893 33,214 31,618

Actuarial gain (240,364) (518,304) (48,750) (218,009)

Benefits paid (129,562) (123,944) (34,337) (35,558)

Plan amendment (COLA) 34,996 - - -

Benefit obligation at end of year 2,645,635 2,781,007 725,032 755,302
Change in plan assets

Fair value of plan assets at beginning of year 2,653,952 2,859,963 - -

Actual return on plan assets 24,259 {157,067) - -

Employer contributions 75,000 75,000 34,337 35,558

Benefits paid (129,562) (123,944) (34,337) (35,558)

Fair value of plan assets at end of year 2,623,649 2,653,952 - -
Funded status at end of year S (21,986) S (127,055) § (725,032) § (755,302)
Amounts recognized in Combined Balance Sheets

Other current liabilities S -5 -8 (33,382) S (33,673)

Accrued post-retirement liability (21,986) {127,055) (691,650) (721,629)

Net liability recognized $ (21,986) S (127,055) $ (725,032) $ (755,302)
Amounts recognized as a regulatory asset

Prior service cost (credit) S 53,086 S 20,158 § 312§ 380

Net actuarial loss (gain) 494,175 566,264 (54,541) (5,272)

Net regulatory asset S 547,261 S 586,422 S (54,229) $ (4,892)

Actuarial gains related to changes in the benefit obligation during the year ended April 30, 2023 were
$240.4 million and $48.8 million for pension benefits and post-retirement benefits, respectively, primarily due to
a change in the discount rate from 4.50% in fiscal year 2022 to 5.13% in fiscal year 2023.

Actuarial gains related to changes in the benefit obligation during the year ended April 30,2022 were
$518.3 million and $218.0 million for pension benefits and post-retirement benefits, respectively, primarily due
to a change in the discount rate from 3.39% in fiscal year 2021 to 4.50% in fiscal year 2022.

The accumulated benefit obligation for pension benefits was $2.4 billion and $2.5 billion as of April 30, 2023 and
2022, respectively.

SRP internally funds its other post-retirement benefits obligation. As of April 30, 2023 and 2022, 51.1 billion of
segregated funds were designated for this purpose.

The weighted-average assumptions used to calculate actuarial present values of benefit obligations as of April 30
were as follows:

Pension Benefits Post-retirement Benefits
2023 2022 2023 2022

Discount rate 5.13% 4.50% 5.13% 4.50%
Rate of compensation increase 4.70% 4,70% N/A N/A
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Weighted-average assumptions used to calculate net periodic benefit costs were as follows:

Pension Benefits Post-retirement Benefits
2023 2022 2023 2022

Discount rate 4.50% 3.39% 4.50% 3.39%
Expected return on Plan assets 7.75% 7.75% N/A N/A
Rate of compensation increase 4.70% 4.70% N/A N/A

A 6.50% annual increase in per capita costs of healthcare benefits was assumed during fiscal year 2023; these
rates were assumed to decrease uniformly until equaling 4.75% in all future years.

The components of net periodic benefit costs for the fiscal years ended April 30 are as follows (in thousands):

Pension Benefits Post-retirement Benefits
2023 2022 2023 2022
Service cost S 77316 § 101,747 S 19,603 S 26,886
Interest cost 122,242 106,893 33,214 31,618
Expected return on Plan assets (207,980) (197,630) - -
Amortization of net actuarial loss 15,446 53,275 519 8,080
Amortization of prior service cost 2,068 2,068 68 (787)
Net periodic benefit cost S 9,092 S 66,353 S 53,404 S 65,797

Plan Assets

The Board has established an investment policy for Plan assets and has delegated oversight of such assets to a
compensation committee (the Committee). The investment policy sets forth the objective of providing for future
pension benefits by targeting returns consistent with a stated tolerance of risk. The investment policy is based on
analysis of the characteristics of the Plan sponsors, actuarial factors, current Plan condition, liquidity needs and
legal requirements. The primary investment strategies are diversification of assets, stated asset allocation targets
and ranges, and external management of Plan assets. The Committee determines the overall target asset
allocation ratio for the Plan and defines the target asset allocation ratio deemed most appropriate for the needs
of the Plan and the risk tolerance of the District.

The market value of investments (reflecting returns, contributions and benefit payments) within the Plan trust
appreciated 0.93% during fiscal year 2023, compared to depreciation of 5.59% during fiscal year 2022. Changes in
the Plan’s funded status affect the assets and liabilities recorded on the Combined Balance Sheets in accordance
with authoritative guidance for regulated enterprises. Due to the District’s regulatory treatment, the recognition
of funded status is offset by regulatory assets or liabilities and is recovered through customer rates. There have
been numerous legislative changes in recent years that have affected funding requirements. The Moving Ahead
for Progress in the 21* Century Act (MAP-21), the Highway and Transportation Funding Act of 2014 (HAFTA), the
Bipartisan Budget Act of 2015 (BBA15), the American Rescue Plan Act of 2021 (ARPA), and the Infrastructure
Investment and Jobs Act (IJA) were signed into law at the end of 2021. All of these acts have decreased the level
of minimum required contributions.
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The Plan’s weighted-average asset allocations as of April 30 are as follows:

Equity securities
Debt securities
Real estate
Total

Target
Allocations 2023 2022
65% 63% 65%
25% 26% 23%
10% 11% 12%
100% 100% 100%

The investment policy, as authorized by the Board, allows management to reallocate Plan assets at any time within
a tolerance range up to plus or minus 5% from the target asset allocation which allows for flexibility in managing
the assets based on prevailing market conditions and does not require automatic rebalancing if the actual
allocation strays from the target allocation.

Fair Value of Plan Assets

Assets measured at fair value using NAV are not categorized in the fair value hierarchy. These assets are listed in
the column “Other” in the following tables to permit reconciliation to amounts presented elsewhere.

The following table sets forth the fair value of Plan assets, by asset category, as of April 30, 2023 (in thousands):

Level 1 Level 2 Other Total
Cash and cash equivalents S 29,680 S - S - S 29,680
Mutual funds 120,179 - - 120,179
Government securities - 103,421 - 103,421
Corporate bonds - 572,458 - 572,458
Common stocks 81,449 - - 81,449
Commingled funds - - 1,427,533 1,427,533
Real estate - - 288,929 288,929
Total assets S 231,308 S 675879 S 1,716462 S 2,623,649

The following table sets forth the fair value of Plan assets, by asset category, as of April 30, 2022 (in thousands):

Level 1 Level 2 Other Total
Cash and cash equivalents S 46,670 S - S - 8 46,670
Mutual funds 154,373 - - 154,373
Government securities - 79,587 - 79,587
Corporate bonds - 526,175 - 526,175
Common stocks 91,776 - - 91,776
Commingled funds - - 1,439,601 1,439,601
Real estate - - 315,770 315,770
Total assets S 292,819 S 605,762 S 1,755,371 S 2,653,952

For a description of the fair value hierarchy, refer to Note [8], FAIR VALUE MEASUREMENTS.

Valuation Methodologies

Corporate bonds: For fixed-income securities, multiple prices and price types are obtained from pricing vendors
whenever possible, which enables cross-provider validations in addition to checks for unusual daily movements.

A primary price source is identified based on asset type, class or issue for each security. SRP has obtained an
understanding of how these prices are derived, including the nature and observability of the inputs used in
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deriving such prices. Additionally, SRP selectively corroborates the fair values of securities by comparison to other
market-based price sources. The fair values of fixed-income securities are based on evaluated prices that reflect
observable market information, such as actual trade information of similar securities, adjusted for observable
differences, and are categorized as Level 2.

Commoan stocks: The fair values of shares in preferred and common corporate stocks are based on inputs that are
quoted prices in active markets for identical assets and, therefore, have been categorized as Level 1 in the fair
value hierarchy. Equity securities held individually are primarily traded on exchanges that contain only actively
traded securities due to the volume trading requirements imposed by these exchanges. Common stocks that are
valued based on quoted prices from less active markets, such as over-the-counter stocks, are categorized as
Level 2 in the fair value hierarchy.

Real estate: Real estate commingled funds are funds with a direct investment in a pool of real estate properties.
These funds are valued by investment managers on a periodic basis using pricing models that use independent
appraisals from sources with professional qualifications. The valuations of the real estate funds are sensitive to

market factors outside the control of the Plan, including interest rate levels and economic activity. The valuations,
although done quarterly by independent qualified appraisers, may vary due to these factors.

For an explanation of the valuation methodologies used to determine fair value of the assets of the Plan that are
not listed above, refer to Note [8], FAIR VALUE MEASUREMENTS.

Long-term Rate of Return

The expected return on Plan assets is based on a review of the Plan asset allocations and consultations with a
third-party investment consultant and the Plan actuary, considering market and economic indicators, historical
market returns, correlations and volatility, and recent professional or academic research.

Employer Contributions

SRP expects to contribute $75.0 million to the Plan over the next fiscal year.

Benefits Payments

SRP expects to pay benefits in the amounts as follows in fiscal years ending April 30 (in thousands):

Post-retirement Benefits

Pension Benefits Before Subsidy™ Net
2024 S 138,161 $ 34,228 S 33,473
2025 142,349 35,361 34,598
2026 146,109 36,445 35,683
2027 149,811 37,608 36,848
2028 153,369 38,688 37,934
2029 through 2033 815,781 209,632 206,083

*Estimated future benefit payments, including prescription drug benefits, prior to federal drug subsidy receipts expected as
a result of the Medicare Prescription Drug, Improvement and Modernization Act of 2003.

Defined Contribution Plan

SRP’s Employees’ 401(k) Plan (the 401(k) Plan) covers substantially all employees. The 401(k) Plan receives
employee pre-tax and post-tax contributions and partial employer matching contributions. Employees who have
one year of service in which they have worked at least 1,000 hours and who are also contributing to the 401(k)
Plan are eligible to receive partial employer matching contributions of $0.90 on every dollar contributed up to the
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first 6% of their base pay that they contribute to the 401(k) Plan. Employer matching contributions to the 401 (k)
Plan were $25.4 million and $24.5 million during fiscal years ended April 30, 2023 and 2022, respectively.

Employee Performance Incentive Compensation Program

The EPIC program, a cash-based incentive program, covers substantially all regular employees and is based on the
achievement of pre-established targets for each fiscal year. The total compensation expense, including payroll
taxes, recognized for the EPIC program for fiscal years ended April 30, 2023 and 2022 was $33.0 million and
$37.4 million, respectively.

Employee Sick Leave Plan

The SRP Employee Sick Leave Plan provides payment to employees for unused sick leave. Employees accumulate
sick days at a rate of one day per month. The accumulation, up to the personal maximum, can be carried forward
year after year. For most employees, the personal maximum is 720 hours. For sick leave hours accumulated in
excess of the personal maximum, a lump sum payment at half pay is made annually in January of each year based
on the hourly rate at time of payment, and the accumulated sick leave is then returned to the personal maximum.
Upon death or retirement, payment is made for any unused sick leave hours. The payments for death or
retirement are based on the hourly rate of pay at death or retirement. SRP has an accrual for unpaid sick leave of
approximately $59.8 million and $61.6 million as of April 30, 2023 and 2022, respectively. The accrual is recorded
in other current liabilities and other deferred credits and noncurrent liabilities on the Combined Balance Sheets.
The accrual is determined actuarially based on various assumptions, including future pay raises, discount rate and
the amount of the accrual that will ultimately be paid out.

(13)  INTERESTS IN JOINTLY OWNED ELECTRIC UTILITY PLANTS AND TRANSMISSION FACILITIES:

The District has entered into various agreements with other electric utilities for the joint ownership of electric
generating and transmission facilities. Each participating owner in these facilities must provide for the cost of its
ownership share. The District’s share of expenses of the jointly owned plants and transmission facilities is included
in operations and maintenance expense in the accompanying Combined Statements of Net Revenues.

The following table reflects the District’s ownership interests in jointly owned facilities at electric utility plants as
of April 30, 2023 (in thousands):

Construction

Ownership Accumulated Workin
Generating Station Share Plant in Service Depreciation Progress
Four Corners (NM) (Units 4 & 5) 10.00% S 286,500 S (203,114) S 4,947
Hayden (CO) (Unit 2) 50.00% 190,185 (167,651) 1,178
Craig (CO) (Units 1 & 2) 29.00% 368,564 (333,391) 1,157
Mesquite Common (AZ) 50.00% 85,840 (14,663) 74
PVNGS (AZ) (Units 1, 2 & 3) 20.13% 1,642,410 (1,158,555) 33,777
Springerville Common (AZ) 17.05%-50.00% 45,444 {9,557) 937
Gila River Common (AZ) 50.00% 67,291 (5,447) 843
Total S 2686234 S (1,892,378) S 42,913

In February 2017, the non-federal owners of NGS decided to discontinue their participation in the plant beyond
the end of the then existing lease with the Navajo Nation for the land on which the plant was constructed. In
December 2019, the lease ended and decommissioning activities, including required monitoring activities, began
and will continue for thirty-four years. The District holds a 23.2% decommissioning participation rate;
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consequently, the District owns 23.2% of the monitoring assets and their infrastructure which will remain at NGS
and will be depreciated over their remaining life.

The following table reflects the District’'s investment in jointly owned transmission facilities as of April 30, 2023
(in thousands):

Construction

Accumulated Workin
Transmission Facility Plant in Service  Depreciation Progress
Mead Phoenix S 54,033 S (23,840) S 82
Southwest Valley 97,457 (26,761) 5,592
Southeast Valley 303,195 (65,511) 1,198
Morgan-Pinnacle Peak 73,008 (16,984) -
Southern Transmission 62,023 (41,007) 795
Mesquite 17,269 (6,499) 393
ANPP 94,285 (35,624) 4,087
Kyrene-Knox 12,443 (2,043) 2
Total S 713,713 S (218,269) S 12,149

The District’s ownership interests in the jointly owned transmission facilities vary by facility and for the various
projects within each facility.

(14)  VARIABLE INTEREST ENTITIES:

SRP follows guidance that defines a variable interest entity (VIE) as a legal entity whose equity owners do not have
sufficient equity at risk or lack certain characteristics of a controlling financial interest in the entity. This guidance
identifies the primary beneficiary as the variable interest holder that has the power to direct the activities that
most significantly affect the VIE’s economic performance (power criterion) and has the obligation to absorb losses
or the right to receive benefits from the VIE {losses/benefits criterion). The primary beneficiary is required to
consolidate the VIE unless specific exceptions or exclusions are met. SRP considers both qualitative and
quantitative factors to form a conclusion whether it, or another interest holder, meets the power criterion and
the losses/benefits criterion. SRP performs ongoing reassessments of its VIEs to determine if the primary
beneficiary changes each reporting period.

Unconsolidated VIEs

While SRP is not required to consolidate any VIE as of April 30, 2023 or 2022, it held variable interests in certain
VIEs as described below,

The District has entered into various long-term power purchase agreements with renewable energy generation
facilities that extend for periods of 20 to 30 years. The District receives the power and renewable energy credits
from these facilities. The capacity of all these facilities combined is approximately 298 MW. The amounts that the
District paid to these projects were $125.1 million and $119.0 million for fiscal years 2023 and 2022, respectively.
With the exception of projects for which the District is obligated to pay operating and maintenance expenses, the
District is obligated to pay only for actual energy delivered and will have no obligation with respect to any facilities
that do not start commercial operations. Some of these agreements include a price adjustment clause that will
affect the future cost. While certain of these agreements provide a minimum production or performance
guarantee, the District considers all production-based payments from renewable fuel source facilities to be
contingent on future production of the facility. Therefore, even though certain of these agreements may be
considered finance leases, SRP has not recorded a finance lease obligation for guaranteed minimum lease
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payments due to the contingent nature of such payments. The District has concluded that it is not the primary
beneficiary of these VIEs since it does not control operations and maintenance, which it believes are the primary
activities that most significantly affect the economic activities of the entity.

The District is a part owner of a limited liability company (LLC) formed during fiscal year 2010 to market long-term
water storage credits. The District did not make capital contributions nor receive capital distributions in fiscal year
2023. In fiscal year 2022, the District received net capital distributions of $3.3 million. The District's investment in
the LLC was $6.1 million and $5.8 million as of April 30, 2023 and 2022, respectively. The District accounts for its
investment in the LLC as an equity method investment within non-utility property and other investments in the
accompanying Combined Balance Sheets. The District has a future maximum exposure up to a $25.0 million
contribution limit. The primary risks associated with this VIE relate to the marketing of the water storage credits.
The District has concluded that it is not the primary beneficiary of this VIE since it does not have power to direct
the activities related to the marketing of the long-term water storage credits, which it believes are the primary
activities that most significantly affect the economic activities of the entity.

(15) COMMITMENTS AND CONTINGENCIES:
Purchased Power and Fuel Supply
The District had various firm, non-cancelable purchase commitments as of April 30, 2023, which are not

recognized in the accompanying Combined Balance Sheets. The following table presents estimated future
payments pertaining to firm purchase commitments with remaining terms greater than one year (in thousands):

Purchased
Power Fuel Supply

Contracts Contracts Total
2024 S 27,771 §$ 287945 S 315,716
2025 27,994 236,678 264,672
2026 28,223 169,220 197,443
2027 28,442 93,552 121,994
2028 28,735 86,974 115,709
Thereafter 244,643 206,811 451,454

In addition to the commitments in the table above, the District has long-term commodity purchase agreements
described below.

Gas Purchase Agreement

In October 2007, the District entered into a 30-year gas purchase agreement with Salt Verde Financial Corporation
(SVFC), an Arizona nonprofit corporation formed for the primary purpose of supplying natural gas to the District.
Under the agreement, the District is committed to purchase 10,420,000 MMBtu each year during fiscal years 2024
through 2028, and 104,200,000 MMBtu over the balance of the term. The District receives a discount from market
prices and is obligated to pay only for gas delivered. Payments, net of the discount, to SVFC under the agreement
were $70.1 million and $29.5 million in fiscal years 2023 and 2022, respectively. The agreement also provides for
payment from SVFC to the District of certain excess cash resulting from a portion of SVFC's investment income,
which effectively reduces the price the District pays for the gas. The excess cash amounts received by the District
from SVFC were $3.0 million and $3.1 million in fiscal years 2023 and 2022, respectively. SVFC is a related party to
the District.
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Commodity Purchase Agreement

In April 2021, the District entered into a commodity purchase agreement with Southeast Energy Authority (SEA),
a Cooperative District and public corporation organized and existing pursuant to the laws of the State of Alabama.
Under the 30-year agreement, SEA will sell and deliver to the District and the District will purchase, specified
quantities of natural gas at a market index price, less a specified discount. The initial gas delivery period (during
which time the District is committed to purchase approximately 5,500,000 MMBtu of natural gas each year) began
in November 2021 and will end in August 2028. That initial delivery period will be followed by one or more reset
periods, during which a recalculated available discount will be applicable. If the available discount during any reset
period is less than the minimum discount specified in the agreement, the District may elect not to take the
contracted quantity of gas, in which event the District will have no rights or obligations to take or purchase any
gas for the duration of that reset period.

After November 2028, the District may choose to switch the commodity being delivered from natural gas to
electricity, in which event electricity will be delivered for the duration of the term.

After the initial discount period, the District’s total potential commitment under this agreement is 126,320,000
MMBtu natural gas or 12,254,393 MWh of electricity.

In June 2022, the District entered into a second commodity purchase agreement with SEA. Under this 30-year
agreement, SEA will sell and deliver to the District and the District will purchase, specified quantities of natural
gas at a market index price, less a specified discount. The initial gas delivery period (during which time the District
is committed to purchase approximately 3,620,000 MMBtu of natural gas each year) began in January 2023 and
will end in June 2028. That initial delivery period will be followed by one or more reset periods, during which a
recalculated available discount will be applicable. If the available discount during any reset period is less than the
minimum discount specified in the agreement, the District may elect not to take the contracted quantity of gas,
in which event the District will have no rights or obligations to take or purchase any gas for the duration of that
reset period.

After June 2028, the District may choose to switch the commodity being delivered from natural gas to electricity,
in which event electricity will be delivered for the duration of the term. After the initial discount period, the
District's total potential commitment under this agreement is 90,020,000 MMBtu of natural gas or 10,851,011
MWh of electricity.

In March 2023, the District entered into a third commodity purchase agreement with SEA. Under this 30-year
agreement, SEA will sell and deliver to the District, and the District will purchase specified quantities of natural
gas at a marketindex price, less a specified discount. The initial gas delivery period (during which time the District
is committed to purchase approximately 2,760,000 MMBtu of natural gas each year) will begin in July 2023 and
will end in May 2029. That initial delivery period will be followed by one or more reset periods, during which a
recalculated available discount will be applicable. If the available discount during any reset period is less than the
minimum discount specified in the agreement, the District may elect to terminate the agreement or not to take
the contracted quantity of gas, in which event the District will have no rights or obligations to take or purchase
any gas for the duration of that reset period.

After July 2029, the District may choose to switch the commodity being delivered from natural gas to electricity,
in which event electricity will be delivered for the duration of the term. After the initial discount period, the
District's total potential commitment under this agreement is 72,010,000 MMBtu of natural gas or 7,018,383
MWh of electricity.

For all three commodity purchase transactions with SEA, the expense for the commodity delivered, net of
discount, is recognized in total operating expenses in the Combined Statement of Net Revenues.
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PVNGS Purchase Contracts

The District entered into certain contracts for the purchase of capacity of PYNGS, which is currently owned by
certain lessors and leased to PNM. In addition, the District will acquire additional transmission capacity from PNM.
The purchase is expected to be completed in fiscal year 2024, subject to regulatory approval, at a remaining cost
of approximately $2.0 million plus the cost of the associated nuclear fuel. The purchase of the additional interest
in PYNGS will increase the District's ownership share of PVNGS to approximately 20%. The District paid
$17.7 million and 546.9 million during fiscal year 2023 and 2022, respectively, for the purchase of capacity of
PVNGS.

Gas Turbine Engine Purchase Contract

The District has entered into a contract for the purchase of eight gas turbine engines. The purchase is expected to
be completed, and delivery is expected, in fiscal year 2024, at a remaining cost of approximately $12.0 million,
plus the cost of transportation services.

Nuclear Matters

Nuclear Insurance: Under existing law, public liability claims arising from a single nuclear incident are limited to
$13.6 billion. PVNGS participants insure for this potential liability through commercial insurance carriers to the
maximum amount available, $450.0 million, with the balance covered by an industrywide retrospective
assessment program as required by the Price-Anderson Act. The maximum assessment per reactor per nuclear
incident under the retrospective program is $137.6 million, including a 5% surcharge applicable in certain
circumstances. Based on the District’s ownership share of PVNGS, the maximum potential assessment would be
$83.1 million, including the 5% surcharge.

PVNGS participants also maintain “all risk,” including nuclear hazards, insurance for property damage to, and
decontamination of, property at PVNGS in the aggregate amount of $2.8 billion. The District also secured
insurance against portions of any increased cost of generation or purchased power and any business interruption
resulting from a sudden and unforeseen accidental outage of any of the three units. The insurance coverage
discussed in this and the previous paragraph is subject to certain policy conditions and exclusions.

Spent Nuclear Fuel: Under the Nuclear Waste Policy Act of 1982, the District was required to pay $0.001 per
kilowatt-hour on its share of net energy generation at PVNGS to the U.S. Department of Energy (DOE) through
April 30, 2015 for the construction of a site for the storage of spent nuclear fuel. However, to date, for various
reasons, the DOE has not constructed a storage site. Accordingly, Arizona Public Service Company, the operating
agent for PVNGS, has constructed an on-site dry cask storage facility to receive and store PVNGS spent fuel. PYNGS
has sufficient capacity at its on-site spent fuel storage installation to store all nuclear spent fuel until December
2027, the end of its first operating license period, and a portion of the future spent fuel during the period of
extended operation, ending in December 2047. As a result of the DOE not constructing a storage site for the spent
nuclear fuel, the DOE has made payments to nuclear facilities to reimburse a portion of the costs that have been
incurred for fuel storage to date. SRP received $2.5 million for fiscal year 2023 and $2.1 million for fiscal year 2022,
Effective May 15, 2014, the per-kilowatt-hour charge on energy generation at PVNGS was reduced to zero. A
similar charge could be reinstated in the future.

The District’s share of on-site interim storage at PVNGS is recovered through the District’s base prices as a
component of the system benefits charge. As of April 30, 2023 and 2022, the District’s accrued spent fuel storage
cost was $24.6 million and $20.7 million, respectively, and is included in deferred credits and other non-current
liabilities on the accompanying Combined Balance Sheets.
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Environmental Matters

SRP is subject to numerous legislative, administrative and regulatory requirements at the federal, state and local
levels, as well as lawsuits relative to air quality, water quality, hazardous waste disposal and other environmental
matters. Contingent losses and environmental liabilities are recorded when it is probable a loss has occurred and
the amount of the loss can be reasonably estimated. When a range of the probable loss exists and no amount
within the range is a better estimate than any other amount, SRP records a loss contingency at the minimum
amount in the range, which is included in deferred credits and other non-current liabilities on the accompanying
Combined Balance Sheets. As of April 30, 2023 and 2022, SRP had accrued liabilities of $29.0 million and
$30.2 million, respectively, for environmental matters. The following topics highlight some of the major
environmental compliance issues affecting the District.

Superfund: The United States and the State of Arizona have superfund programs to govern cleanup of
groundwater contamination. Nineteen state superfund sites and six federal superfund sites targeting
contamination are active within the Greater Phoenix metropolitan area. SRP has wells that are threatened or
impacted by groundwater contamination located in sixteen of the nineteen state superfund sites and in two of
the six federal superfund sites. The Association has agreed with other responsible parties to clean up one federal
superfund site, and one District facility has been identified as a possible source of contamination for another
federal superfund site. While SRP is unable at this time to predict the outcome of these superfund matters, it has
recorded estimated liabilities to cover expected liabilities related to these issues.

Air quality: Compliance with air quality regulations designed to reduce emissions from fossil fuel power plants
will increase the cost of, and add to the difficulty of, siting, constructing and operating electric generating units
(EGUs). As aresult of legislative and regulatory initiatives, the District has reduced emissions of mercury and other
pollutants at its coal-fired power plants. The District continually assesses the risk of policy initiatives on its
generation assets and develops contingency plans as hecessary to comply with future laws and regulations relating
to renewable energy and restricting greenhouse gas emissions.

EPA Carbon Regulations for Electric Generating Units — On July 8, 2019, the Environmental Protection Agency (EPA)
published in the Federal Register the “Affordable Clean Energy” (ACE) rule that repeals and replaces the Clean
Power Plan (CPP). Unlike the CPP, the ACE rule does not set state and tribal targets for carbon emission reductions.
Instead, the rule requires states to set carbon emissions performance standards for existing coal-fired EGUs based
on a revised determination that the “best system of emission reduction” (BSER) is application of heat rate
improvement technologies. This rule is applicable to all coal-fired plants in which the District has an interest.
Numerous states and cities and environmental groups challenged the ACE rule, and on January 19, 2021, the D.C.
Circuit Court vacated and remanded the ACE rule to the EPA finding that ACE, as well as the repeal of the CPP,
“hinged on a fundamental misconstruction of” Section 111(d). At the EPA’s request, the court ordered that it
would withhold the issuance of the mandate with respect to the vacatur of the CPP repeal until the EPA responds
to the court’s remand by promulgating a new Section 111(d) rule to regulate greenhouse gas emissions from EGUs.
Multiple petitions for certiorari were filed with the U.S. Supreme Court asking the court to consider the extent of
the EPA’s authority to regulate greenhouse gases at existing power plants. The Supreme Court granted certiorari
and heard oral argument on February 28, 2022. In July 2022, the Supreme Court ruled that the EPA lacks the
authority to regulate power plants by mandating the shifting of generation technology across generation fleets as
required by the CPP.

On May 11, 2023, EPA issued a proposed new rule to: (i) revise the new source performance standards (NSPS)
under Section 111(b) for GHG emissions from new fossil fuel-fired stationary combustion turbine EGUs; (ii) revise
the NSPS for GHG emissions from fossil fuel-fired steam generating units that undertake a large modification; {iii)
establish emission guidelines pursuant to Section 111(d) for GHG emissions from existing fossil fuel-fired steam
generating EGUs, including coal-fired and oil/gas-fired steam generating EGUs; (iv) establish emission guidelines
pursuant to Section 111(d) for GHG emissions from the largest, most frequently operated stationary combustion
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turbines; and (v) repeal the ACE Rule. Public comments to the EPA’s proposed rule are due by July 24, 2023. The
District cannot predict the effects of this matter on its financial condition, net revenues, and cash flows at this
time.

Mercury and Air Toxics Standards — In February 2012, EPA published the Mercury and Air Toxics Standards (MATS)
rule, which established new emissions standards for trace metals, acid gases, mercury and organic compounds
from existing and new coal- and oil-fired power plants under the Clean Air Act (CAA). The District complied with
the MATS rule prior to the April 2016 deadline for compliance with the MATS mercury limit.

On May 22, 2020, EPA published in the Federal Register a final rule entitled “National Emission Standards for
Hazardous Air Pollutants: Coal- and Oil-Fired Electric Utility Steam Generating Units — Reconsideration of
Supplemental Finding and Residual Risk and Technology Review.” The rule rescinded the legal basis for the MATS
rule and finalized a Risk and Technology Review (RTR) concluding that no further restrictions on EGU hazardous
air pollutants (HAP) emissions were necessary. On June 19, 2020, numerous environmental, public health, and
civil rights groups sued EPA challenging EPA’s decision to rescind the agency’s appropriate and necessary finding.
On July 21, 2020, environmental groups filed a petition for review of EPA’s final RTR. The groups challenge various
aspects of the RTR as unlawful and/or arbitrary, including (i) EPA’s decision to not set numeric emission limits for
organic HAP; (ii) EPA’s refusal to eliminate the “extended” startup period; (iii) the “new rationale” for excluding
startup, shutdown, and malfunction (SSM) emissions from the risk analysis; and {iv} the multipath risk analysis.
EPA filed a motion requesting the court hold the cases in abeyance pending EPA’s review of the rule, and the court
granted the motion on February 16, 2021. The District is monitoring the litigation.

On January 31, 2022, EPA proposed to reaffirm that it remains appropriate and necessary to regulate HAP
emissions, including mercury, from power plants after considering cost. As part of the proposal, EPA stated the
agency is also reviewing the 2020 RTR. Accordingly, the EPA solicited comment on the performance and cost of
new or improved technologies that control HAP emissions, improved methods of operation, and risk-related
information to further inform the agency’s review of the MATS RTR. On February 15, 2023, EPA issued its rule
restoring the agency’s finding that it is “appropriate and necessary” to regulate power plants’ air toxics. On April
24, 2023, EPA proposed to determine that the 2020 RTR was flawed and that the updated technology review
requires certain changes to the MATS. For coal-fired EGUs, EPA is proposing to lower the emission limit for
filterable particulate matter (fPM,) which serves as a surrogate for non-mercury HAP metals, from the current
0.030 Ibs/MMBtu to 0.010 Ibs/MMBtu, and possibly as low as 0.006 Ibs/MMBtu. EPA also is proposing to require
continuous emissions monitoring systems (CEMS) to demonstrate compliance with the fPM standard and
eliminating the option to demonstrate compliance by conducting periodic stack testing or fPM continuous
parameter monitoring systems. Affected EGUs would have to comply with the revised standards within three
years of the effective date of the final rule. The District cannot predict the effects of this matter on its financial
condition, net revenues, and cash flows at this time.

Regional Haze — Provisions of the EPA’s Regional Haze Rule require emissions controls known as Best Available
Retrofit Technology (BART) for coal-fired power plants and other industrial facilities that emit air pollutants that
reduce visibility in Class | areas, such as national parks. The District has financial interests in several coal-fired
power plants that underwent BART analysis during the first planning period of the Regional Haze Rule. The Arizona
Department of Environmental Quality (ADEQ) conducted an initial analysis of Coronado Generating Station and
Springerville Unit 4 as part of the State Implementation Plan (SIP) development process. The ADEQ has issued
preliminary determinations that additional controls are not warranted for either facility. On August 15, 2022, the
ADEQ submitted its SIP revision to EPA. EPA is currently reviewing the SIP revision to determine whether it meets
the criteria for approval. The District is monitoring this activity and cannot predict the effects on its financial
condition, net revenues and cash flows at this time.

Coronado Generating Station (CGS) — CGS is subject to source-specific terms as an alternative to BART under the
Arizona Regional Haze SIP. The CGS SIP Revision consists of an interim operating strategy that is in effect from
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December 5, 2017, to December 31, 2025, and a final operating strategy that would take effect on January 1, 2026.
The interim operating strategy requires CGS to curtail Unit 1 for various time periods during certain winter months.
The District is proceeding with a final operating strategy to install a Selective Catalytic Reduction (SCR) system on
Unit 1. The District will couple the SCR operation on both units with continued seasonal curtailments of CGS’
operation. Both units will retire no later than 2032.

Ozone National Ambient Air Quality Standards — Pursuant to the Clean Air Act (CAA), the EPA is required to review
and, if appropriate and necessary, revise each of the established National Ambient Air Quality Standards (NAAQS)
at five-year intervals. The 2008 ozone standard was set at 75 parts per billion {ppb) based on an eight-hour
average.

On October 1, 2015, the EPA finalized revisions to the NAAQS and lowered both the primary and secondary ozone
standard from the 2008 limit of 75 ppb down to 70 ppb (the 2015 ozone standard). On December 23, 2020, the
EPA finalized the rule retaining the 70 ppb primary and secondary standards. In October 2021, the EPA indicated
that it will reconsider its decision to retain the 2015 ozone standards. The District anticipates that the SIPs outlining
controls to achieve the 2015 70 ppb standard will be in place in 2023. The District cannot predict the impact of
the 2015 ozone standard and implementing controls on its operations, financial condition, net revenues and cash
flows at this time.

PM; s National Ambient Air Quality Standards — On January 6, 2023, EPA announced a proposed decision to revise
the primary annual PM, s standard from its current level of 12.0 ug/m3 to within the range of 9.0 to 10.0 ug/m3.
EPA is not proposing to change the secondary annual PM, s standard, the primary and secondary 24-hour PM,
standards, or primary and secondary PM standards. A change to the primary annual PM2.5 standard could result
in additional areas within Arizona being designated as nonattainment with NAAQs. The District cannot predict the
impact of a revised PM, s standard at this time.

The full significance of air quality standards and emissions reduction initiatives to the District in terms of costs and
operational problems is difficult to predict. In addition, the cost of fossil fuel purchased by the District may
increase and permit fees may increase significantly, resulting in potentially material increased costs to the District
as well as reduced generation. The District cannot predict whether additional legislation or rules will be enacted
that will affect the District’s operations, the impact of any initiatives on the District and, if such laws or rules are
enacted, what the costs to the District might be in the future because of such action.

Solid and Hazardous Waste Management: The District disposes of coal combustion residuals (CCRs,) such as fly
ash, bottom ash and flue gas desulfurization sludge at CGS in a dry landfill and a wet surface impoundment. At
NGS, disposal of CCRs was limited to a dry ash landfill; the District will close this facility as part of the NGS
decommissioning process. The District also owns interests in joint participation plants, such as Four Corners, Craig
Generating Station, Hayden Generating Station and Springerville Generating Station (Springerville), which dispose
of CCRs in dry storage areas and in wet surface impoundments.

On October 19, 2015, federal criteria for management of CCRs as solid non-hazardous waste (CCR rule) became
effective. The CCRrule is self-implementing and generally requires CCR disposal units to meet certain performance
criteria. Units that do not meet the criteria must stop receiving CCRs and either retrofit to attain compliance or
close. Costs to comply with this rule include costs for new groundwater monitoring wells, compliance monitoring
and the eventual closure of residual ponds and storage areas.

On August 21, 2018, the United States Court of Appeals for the District of Columbia issued its ruling addressing
challenges to the 2015 CCR rule promulgated by the EPA in Utility Solid Waste Activities Group v. EPA (USWAG
decision). The decision vacated, as arbitrary and capricious, that portion of the CCR regulations that allowed
existing unlined surface impoundments to continue operating unless and until the impoundments were shown to
impact groundwater as determined by the groundwater protection standards.
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The EPA significantly amended the CCR rule in 2020 to address the court’s vacatur of the 2015 provisions. On
August 28, 2020, the EPA published in the Federal Register, a final rule entitled “Hazardous and Solid Waste
Management System: Disposal of Coal Combustion Residuals from Electric Utilities: A Holistic Approach to Closure
Part A: Deadline to initiate Closure” (Part A rule). The Part A rule requires regulated entities to cease placing
material in unlined surface impoundments on or before April 11, 2021.

On November 12, 2020, the EPA finalized a second rule entitled “Hazardous and Solid Waste Management System:
Disposal of Coal Combustion Residuals from Electric Utilities: A Holistic Approach to Closure Part B: Alternate
Demonstrations for Unlined Surface Impoundments (Part B rule).” The Part B rule establishes procedures to allow
a limited number of facilities to continue using alternate liners at existing CCR surface impoundments. A facility
seeking to make an alternate liner demonstration had to submit an application announcing its intent to submit an
alternate liner demonstration with supporting documentation on or before November 30, 2020.

On November 25, 2020, the District submitted an application under the provisions of the Part B rule to make an
alternate liner demonstration for the CGS wet surface impoundment. The District submitted its alternate liner
demonstration on November 30, 2021. On January 11, 2022, the EPA notified the District that its application had
been deemed complete. Under the Part B rule, the submission of a complete application tolls the April 11, 2021,
cease receipt of waste deadline. On February 8, 2023, EPA published a proposed decision to deny the District’s
Part B application. The proposed decision states that, if EPA denies the District’s application, the District must
either: (1) submit an application to build a new facility in accordance with 40 C.F.R. § 257.103(f) no later than four
months after EPA issues a final decision; or (2) cease using the CGS wet surface impoundment within 135 days of
the date EPA issues the order, or such later date as EPA determines is necessary to address grid reliability.

The District believes EPA’s proposed decision is wrong, arbitrary and capricious. Notably, EPA failed to consider
the results of the District’s extensive site characterization and hydrogeologic investigation conducted in 2021 and
submitted to EPA over a year before EPA proposed to deny the District’s Part B application. On April 10, 2023, the
District submitted to the docket a comprehensive response supporting the District’s Part B application. While the
District believes it has submitted a robust application and alternate liner demonstration that meets the
requirements of the Part B rule, the District cannot predict the outcome of this matter.

Endangered Species: Several species listed as threatened or endangered under the Endangered Species Act (ESA)
have been discovered in and around reservoirs on the Salt and Verde rivers, as well as C.C. Cragin Reservoir, which
is operated by the District. Potential ESA issues also exist along the Little Colorado River in the vicinity of CGS and
Springerville. The District obtained Incidental Take Permits (ITPs) from the U.S. Fish and Wildlife Service (USFWS),
which allow full operation of Roosevelt Dam on the Salt River and Horseshoe and Bartlett Dams on the Verde
River. The ITPs and associated Habitat Conservation Plans (HCPs) identify the obligations, such as mitigation and
wildlife monitoring, the District must undertake to comply with the ESA. The District has established trust funds
to pay mitigation and monitoring expenses related to the implementation of both the Roosevelt HCP and
Horseshoe-Bartlett HCP and believes it has recorded adequate reserves to cover its related obligations.

The USFWS finalized the listing of northern Mexican and narrow-headed garter snakes as threatened. On April 28,
2021, the USFWS designed 217 stream miles as critical habitat for the northern Mexican garter snake. On October
20, 2021, USFWS designated 447 stream miles in the Southwest as critical habitat for the narrow-headed garter
shake. The District continues to assess the potential ESA liabilities regarding the northern Mexican and narrow-
headed garter snakes. The District has initiated a process to amend the HCP and ITPs addressing operation of the
Roosevelt Dam to address the northern Mexican garter snake. These species are included in the HCP and ITPs for
operation of the Horseshoe and Bartlett dams.

Per- and Poly Fluoroalkyl Substances (PFAS): When necessary, the District supplements surface water from its
Salt River and Verde River reservoirs with groundwater pumped from its extensive network of 270 groundwater
wells. In cooperation with municipal and other partners, the District also operates and maintains two underground
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storage facilities and one groundwater savings facility. Effluent from municipal water treatment plants is
recharged into underlying aquifers through the District’s underground storage facilities.

PFAS are a group of environmentally persistent, widespread man-made chemicals used in industrial applications
and commercial household products that have received attention as emerging contaminants of concern in the
environment. On June 15, 2022, EPA issued interim updated drinking water health advisories for
perfluorooctanoic acid (PFOA) and perfluorooctane sulfonic acid (PFOS). The updated health advisories indicate
that some negative health effects may occur with concentrations in drinking water above 0.004 parts per trillion
(ppt) for PFOA and 0.02 ppt for PFOS. EPA’s health advisories are non-enforceable and non-regulatory.

On August 26, 2022, EPA proposed to designate PFOA and PFAS, as hazardous substances under the
Comprehensive Environmental Response, Compensation and Liability Act (CERCLA). EPA is expected to issue a
final rule in August 2023. EPA is also evaluating whether to list PFOA, PFOS, perfluorobutane sulfonate and similar
chemicals as hazardous constituents under the Resource Conversation and Recovery Act.

On March 14, 2023, EPA announced the Proposed National Primary Drinking Water Regulation (NPDWR)
(Proposed Rule) under the Safe Drinking Water Act (SDWA) for six per- and polyfluoroalkyl substances. The
Proposed Rule would establish legally enforceable maximum contaminant levels (MCLs) for PFOA, PFOS,
perfluorononanoic acid (PFNA), hexafluoropropylene oxide dimer acid (GenX Chemicals), perfluoroheaxane
sulfonic acid (PFHxS) and perflouorobutane sulfonic acid (PFBS). EPA is proposing MCLs of 4.0 parts per trillion
(ppt) for PFOA and PFOS and is proposing a Hazard Index (“HI”) of 1.0 for PFHxS, HFPO-DA and its ammonium salt,
PFNA, and PFBS and any mixture containing these substances. EPA explained that it is using the HIl approach for
these four PFAS compounds because it assesses health risks from simultaneous exposure to mixtures of related
chemicals. Although EPA previously issued interim drinking water lifetime health advisories of 0.004 ppt for PFOA
and 0.02 ppt for PFOS, EPA determined that an MCL of 4.0 ppt represents the lowest concentration that can be
reliably and precisely quantified in “routine laboratory operating conditions.”

The proposed limits would require public water systems to monitor for these chemicals and subsequently notify
the public and reduce the levels of these PFAS compounds if levels exceed the proposed regulatory standards. In
addition, these standards are likely to be taken into account in establishing cleanup levels at contaminated sites
and may be incorporated into applicable state water quality standards. The deadline to submit comments on the
proposed rule was May 30, 2023, and multiple industry groups, of which the District is a member, filed comments
to the proposed rule on behalf of their respective members.

There are no state regulatory limits for PFAS in Arizona. The District is monitoring the regulatory developments
regarding PFAS and may incur increased capital expenditures and maintenance costs as a result thereof. The
District cannot predict the impact of these regulatory developments at this time.

Legal Matters

Water Rights: The District and the Association are parties to a state water-rights adjudication proceeding initiated
in 1974 that encompasses the entire Gila River System. This proceeding is pending in the Superior Court for the
State of Arizona, Maricopa County, and will eventually result in the determination of all conflicting rights to water
from the Gila River and its tributaries, including the Salt and Verde rivers. The District and the Association are
unable to predict the ultimate outcome of this proceeding.

In 1978, a water-rights adjudication was initiated in the Apache County Superior Court for the State of Arizona
with regard to the Little Colorado River System and will eventually result in the determination of all conflicting
rights to water from the Little Colorado River and its tributaries, including East Clear Creek, the location of C.C.
Cragin Dam and Reservoir. The District is unable to predict the ultimate outcome of this proceeding but believes
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an adequate water supply for CGS will remain available and that the rights to C.C. Cragin Dam and Reservoir will
be confirmed.

2015 Price Process Litigation: On February 26, 2015, the Board concluded a public process by approving changes
and adjustments to its retail electric price plans, including an overall average annual price increase of 3.9%, to be
phased in beginning with the April 2015 billing cycle. This overall increase was composed of a 4.4% base increase
and a 0.5% decrease to the Environmental Programs Cost Adjustment Factor.

In addition to other approved changes and adjustments, the Board approved a new price plan for residential
customers who, after December 8, 2014, add solar or other technologies to generate some of their energy
requirements (the E-27 Customer Generation Price Plan). The price plan includes a demand charge to better
recover fixed costs related to the distributed generation customers’ service facilities and their use of the grid, but
also reduces the price such customers pay per kilowatt-hour for energy.

On February 22, 2019, four District customers who enrolled in the E-27 Customer Generation Price Plan filed a
complaint in United States District Court for the District of Arizona, seeking class action status for all E-27
customers (the “Ellis Complaint”). The plaintiffs filed a First Amended Complaint on April 22, 2019. The Ellis
Complaint alleges, among other things, that the District, by its adoption of the Customer Generation Price Plan,
acted unlawfully by treating solar customers differently than non-solar customers. The suit asserts claims for
unspecified damages and injunctive relief pursuant to federal and Arizona antitrust laws, price discrimination
claims, equal protection claims, and an Arizona consumer fraud claim. The District moved to dismiss the First
Amended Complaint on May 7, 2019. The court granted the District’s motion to dismiss the lawsuit on various
grounds, including dismissal of the claims for antitrust damages pursuant to the Local Government Antitrust Act.
On February 20, 2020, plaintiffs filed a notice of appeal with the Ninth Circuit. The matter was briefed and oral
argument was held on February 2, 2021. The Ninth Circuit issued an opinion on January 31, 2022, affirming the
dismissal of six of nine claims and remanding the federal antitrust and equal protection claims to the Arizona
District Court for further proceedings. The District filed a Renewed Motion to Dismiss as to the attempted
monopolization and equal protection claims. On August 18, 2022, the Court granted the District's Renewed
Motion to Dismiss and dismissed the equal protection and attempted monopolization claims, leaving only one
claim remaining for injunctive relief with respect to the federal antitrust monopolization claim. This matter was
amicably resolved by the parties and the case was dismissed on February 2, 2023.

Coolidge Expansion Project: On September 13, 2021, the Board of Directors for the District approved the
construction of sixteen new gas-fired combustion turbines, known as the Coolidge Expansion Project (CEP). The
CEP was intended to address a significant forecasted increase in electricity demand caused by Arizona’s expanding
commercial, residential and industrial sectors, while the District at the same time integrates an increasing amount
of renewable—but intermittent—power sources like wind and solar. The District filed a siting application with the
Arizona Corporation Commission (ACC) on December 13, 2021. In accordance with applicable statutory procedure,
the District’s application was first considered by the Arizona Power Plant and Transmission Line Siting Committee
(Siting Committee) and then by the five Commissioners that comprise the ACC. The Siting Committee approved
the CEP on February 15, 2022, following an eight-day evidentiary hearing. Thereafter, two intervenors, including
the Randolph parties, sought review. On April 12,2022, the ACC overturned the Siting Committee’s decision and
denied the application. The District requested reconsideration and rehearing of the ACC's decision, and, on June
6,2022, the ACC denied the request for rehearing. On July 6, 2022, the District timely appealed the ACC’s decision
and filed a complaint in Maricopa County Superior Court (Superior Court). A two-day trial was held on January 4-
5,2023. On January 20, 2023, the Superior Court upheld the ACC's decision with respect to the CEP. On February
17, 2023, the District filed a timely Notice of Appeal with the Superior Court providing notice that the District is
appealing the Superior Court’s decision to the Arizona Court of Appeals. Refer to Note [16], SUBSEQUENT EVENTS,
for additional information.
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Other Litigation: In the normal course of business, SRP is exposed to various litigations or is a defendant in various
litigation matters. In management’s opinion, except as otherwise noted herein, the ultimate resolution of these
matters will not have a material adverse effect on SRP’s financial position or results of operations.

Other Matters

Self-insurance: SRP maintains various self-insurance retentions for certain casualty and property exposures. In
addition, SRP has insurance coverage for amounts in excess of its self-insurance retention levels. SRP provides
reserves based on management’s best estimate of claims, including incurred but not reported claims. In
management’s opinion, the reserves established for these claims are adequate and any changes will not have a
material adverse effect on SRP’s financial position or results of operations. SRP records the reserves in deferred
credits and other non-current liabilities on the accompanying Combined Balance Sheets.

(16) SUBSEQUENT EVENTS:

On May 16, 2023, the District timely filed its brief with the Arizona Court of Appeals. On June 14, 2023, the District
and the Randolph parties, one of the intervenors, reached a settlement with respect to those parties withdrawing
their opposition to the District’s application for the CEP and therefore, also on June 14, 2023, the District filed a
Motion with the ACC to rescind the earlier decision denying a Certificate of Environmental Compatibility (CEC) for
the CEP and to request approval of an amended CEC for the CEP. On June 21, 2023, the ACC voted to approve the
amended CEC for the CEP. In the meantime, the District has also requested that the Arizona Court of Appeals stay
the appeal, which granted that request. While the ACC’s approval of the amended CEC represents an important
milestone for the CEP, it is possible that one or more parties may request a rehearing of the ACC’s decision or file
an appeal with respect to the ACC's decision.

The terms of the settlement between the District and the Randolph parties include a commitment by the District
to fund certain Randolph community programs and improvements contingent upon the commencement of
construction of the CEP. The cost of the programs and improvements is estimated to be approximately
$23.8 million.
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APPENDIX B — Summary of the Resolution
SUMMARY OF THE RESOLUTION

The following is a summary of certain provisions of the Amended and Restated Bond Resolution. Such summary
does not purport to be complete, and reference is made to the Resolution for full and complete statements of such
provisions.

Certain Definitions

The following are definitions in summary form of certain terms contained in the Resolution and used herein and
in the Official Statement:

Accounting Practice: Generally accepted accounting principles appropriate to the electric utility industry.

Aggregate Debt Service: For any fiscal year, and as of any date of calculation, the sum of the amounts of Debt
Service for such year with respect to all Series.

Cost of Construction: The District’s cost of physical construction, costs of acquisition by or for the District of a
Project for the Electric System, and costs of the District incidental to such construction or acquisition, the cost of any
indemnity and surety bonds and premiums on insurance during construction, engineering expenses, legal fees and
expenses, cost of financing, audits, fees and expenses of the Fiduciaries, amounts, if any, required by the Resolution
or any Series Resolution to be paid into the Debt Service Fund upon the issuance of any Series of Revenue Bonds,
payments when due (whether at the maturity of principal or the due date of interest or upon redemption) on any
indebtedness of the District (other than the Revenue Bonds) incurred for a Project for the Electric System, costs of
machinery, equipment and supplies and initial working capital and reserves required by the District for the
commencement of operation of a Project for the Electric System, and any other costs properly attributable to such
construction or acquisition, as determined by Accounting Practice, and shall include reimbursement to the District for
any such items of Cost of Construction theretofore paid by the District. Any Series Resolution may provide for
additional items to be included in the aforesaid Cost of Construction.

Debt Reserve Account Credit Facility: A letter of credit, revolving credit agreement, surety bond, insurance policy
or similar obligation, arrangement or instrument issued by a bank, insurance company or other financial institution,
having a rating in the highest rating category from a nationally recognized rating agency, which shall be deposited in
the Debt Reserve Account and which provides for the payment of all or a portion of the Debt Reserve Requirement.

Debt Reserve Requirement: As of any date of calculation, an amount equal to one-half of the average annual
interest cost for all Outstanding Revenue Bonds, which may be satisfied by the deposit of cash or securities in the
Debt Reserve Account or by the deposit of a Debt Reserve Account Credit Facility in the Debt Reserve Account in
lieu of or in partial substitution for cash or securities on deposit therein. For purposes of determining the average
annual interest cost for any Outstanding Bonds which bear interest at a variable rate, the District shall assume the same
average interest cost applicable to such Outstanding Bonds for the previous Fiscal Year.

Debt Service: For any period, as of any date of calculation and with respect to any Series, an amount equal to the
sum of (i) interest accruing during such period on Revenue Bonds of such Series (except to the extent that such interest
is to be paid from deposits in the Debt Service Account in the Debt Service Fund made from Revenue Bond proceeds,
as described in the Resolution), and (ii) that portion of each Principal Installment for such Series which would accrue
during such period if such Principal Installment were deemed to accrue daily in equal amounts from the next preceding
Principal Installment due date for such Series (or, if there be no such preceding Principal Installment due date, from a
date one year preceding the due date of such Principal Installment). Such interest and Principal Installments for such
Series shall be calculated on the assumption that no Revenue Bonds of such Series Outstanding at the date of
calculation will cease to be Outstanding except by reason of the payment of each Principal Installment on the due date
thereof.

Defeasance Securities: Any of the following securities, if and to the extent the same are at the time legal for
investment of District funds:

(1) Any security which is (a) a direct obligation of or unconditionally guaranteed by, the United States of
America or the State of Arizona or (b) an obligation of an agency or instrumentality of the United States of America
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the payment of which is unconditionally guaranteed as a full faith and credit obligation by the United States of
America, which is not callable or redeemable at the option of the issuer thereof;

(i1) Any depositary receipt issued by a bank as custodian with respect to any Defeasance Securities which are
specified in clause (i) above and held by such bank for the account of the holder of such depository receipt, or with
respect to any specific payment of principal or interest on any such Defeasance Securities which are so specified
and held, by such bank for the account of the holder of such depositary receipt, or with respect to any specific
payment of principal of or interest on any such Defeasance Securities which are so specified and held, provided
that (except as required by law) such custodian is not authorized to make any deduction from the amount payable
to the holder of such depositary receipt from any amount received by the custodian in respect of the Defeasance
Securities or the specific payment of principal or interest evidenced by such depositary receipt;

(iii) Certificates of deposit, whether negotiable or non-negotiable, and banker’s acceptances whose maturity
value shall not be greater than 1/25 of the capital and surplus of the accepting bank or commercial paper issued by
the parent holding company of any such bank which at the time of investment has an outstanding unsecured,
uninsured and unguaranteed debt issue rated in the highest short-term rating category by a nationally recognized
rating agency;

(iv) Any obligation of any state or political subdivision of a state or of any agency or instrumentality of any
state or political subdivision (“Municipal Bond””) which Municipal Bond is fully secured as to principal and interest
by an irrevocable pledge of moneys or direct and general obligations of, or obligations guaranteed by, the United
States of America, which moneys or obligations are segregated in trust and pledged for the benefit of the holder
of the Municipal Bond, and which Municipal Bond is rated in the highest rating category by at least two nationally
recognized rating agencies, and provided, however, that such Municipal Bond is accompanied by (1) a Counsel’s
Opinion to the effect that such Municipal Bond will be required for the purposes of the investment being made
therein and (2) a report of a nationally recognized independent certified account verifying that the moneys and
obligations so segregated are sufficient to pay the principal of, premium, if any, and interest on the Municipal
Bond; and

(v) Any other security designated in a Series Resolution as Defeasance Securities for purposes of defeasing the
Bonds authorized by such Series Resolution.

Electric System: Properties and assets to which legal title is vested in the District and was so vested on the date of
adoption of the Resolution and all properties and assets acquired by the District as renewals and replacements,
additions and expansion, and improvements thereto, as recorded in the books of the District pursuant to Accounting
Practices, but shall not include properties and assets that may be hereafter purchased, constructed or otherwise
acquired by the District as a separate system or facility, the revenue of which may be pledged to the payment of bonds
or other forms of indebtedness issued to purchase, construct or otherwise acquire such separate system or facility and
shall not include properties or assets charged to Irrigation Plant or any Separately Financed Project.

Federal Subsidy: Any subsidy, reimbursement or other payment from the federal government of the United
States of America under the American Recovery and Reinvestment Act of 2009 (or any similar legislation or
regulation of the federal government of the United States of America or any other governmental entity or any
extension of any of such legislation or regulation).

Fiscal Year: The period commencing May 1 and ending April 30 for each twelve-month period or any other
consecutive twelve month period designated by the District from time to time.

Investment Securities: Any securities if and to the extent the same are at the time legal for investment of District
funds.

Irrigation Plant: All land and land rights, structure, facilities and equipment used or usable by the District or the
Salt River Valley Water Users’ Association solely for the development, storage, transportation, distribution and
delivery of water to the owners or occupants of the lands within the Salt River Project having rights thereto or to
anyone acting on behalf thereof pursuant to contracts with the Salt River Valley Water Users’ Association or the
District.

Operating Expenses: The District’s expenses of operating the Electric System, including, without limiting the
generality of the foregoing, all costs of purchased power, operation, maintenance, generation, production,
transmission, distribution, repairs, replacements, engineering and transportation required for the operation of the
Electric System (including any payments made pursuant to a “take-or-pay” electric supply or energy contract that
obligates the District to pay for fuel, energy or power, so long as fuel or energy is delivered or made available for



delivery), administrative and general, audit, legal, financial, pension, retirement, health, hospitalization, insurance,
taxes and any other expenses actually paid or accrued, without limitation, expenses of the District applicable to the
Electric System, as recorded on its books pursuant to Accounting Practice and any other expenses of the District
applicable to the Electric System, as recorded on its books pursuant to Accounting Practice, and any other expenses
incurred or payments by the District under the provisions of the Resolution or in discharge of obligations required to
be paid by local, state or federal laws, all to the extent properly allocable to the Electric System under Accounting
Practice, including those expenses the payment of which is not immediately required, such as those expenses related
to the funding of a reserve in the Operating Fund. Operating Expenses shall not include any costs or expenses for new
construction, falling water used in hydroelectric operations of the District, charges for depreciation, voluntary
payments in lieu of taxes and operation, maintenance, repairs, replacement and construction of the Irrigation Plant.

Principal Installment: As of any date of calculation, and with respect to any Series of Revenue Bonds, (i) the
principal amount of Revenue Bonds of such Series due on a certain future date for which no Sinking Fund Installments
have been established, or (ii) the unsatisfied balance of any Sinking Fund Installments due on a certain future date for
bonds of such Series, plus the amount of sinking fund redemption premiums, if any, which would be applicable upon
redemption of such Revenue Bonds in a principal amount equal to said unsatisfied balance of such Sinking Fund
Installments or (iii) if such future dates coincide as to different Revenue Bonds of such Series, the sum of such
principal amount of Revenue Bonds and of such unsatisfied balance of Sinking Fund Installments due on such future
date plus such applicable redemption premiums, if any.

Project: The purchase, replacement, construction, leasing or acquisition of any real or personal property or interest
therein, works or facilities which the District is authorized by law to purchase, replace, construct, lease or otherwise
acquire, or the improvement, reconstruction, extension or addition to any real or personal property, works or facilities
owned or operated by the District, or any program of development involving real or personal property, works or
facilities which the District is authorized by law to purchase, replace, construct, lease or otherwise acquire or the
improvement, reconstruction, extension or addition to such program.

Put Bonds: Bonds which, by their terms, may be tendered by and at the option of the owner thereof, or are subject
to a mandatory tender, for payment or purchase prior to the stated maturity or redemption date thereof.

Rate Stabilization Fund: The Salt River Project Electric System Rate Stabilization Fund established in the
Resolution.

Revenues: (i) All revenues, income, rents and receipts derived by the District from the ownership and operation
of the Electric System and the proceeds of any insurance covering business interruption loss relating to the Electric
System and (ii) interest received on any moneys or securities (other than in the Construction Fund) held pursuant to
the Resolution and paid into the Revenue Fund, but not including any such income or receipts attributable directly or
indirectly to the ownership or operation of any Separately Financed Project and not including any federal or state grant
monies the receipt of which is conditioned upon their expenditure for a particular purpose.

Revenues Available for Debt Service: For any fiscal year or period of 12 calendar months shall mean all Revenues
less Operating Expenses for such Fiscal Year or period.

Trustee: The Trustee is currently U.S. Bank Trust Company, National Association.

(Resolution, Section 1.01).

Pledge of Revenues and Funds

The payment of the principal and redemption price of, and interest on, the Revenue Bonds is secured by (i) the
proceeds of sale of the Bonds, (ii) the Revenues, and (iii) all Funds (except the Rate Stabilization Fund) established
by the Resolution, including the investments, if any, thereof.

(Resolution, Section 5.01).

Additional Bonds

The District may from time to time issue Bonds pursuant to a Series Resolution which will rank on a parity with
and be secured by an equal charge and lien on the Revenues, upon satisfaction of the conditions to the issuance of
Bonds contained in Section 2.02 of the Resolution, only if, (a) Revenues Available For Debt Service, adjusted as
provided in this caption, of any 12 consecutive calendar months out of the 24 calendar months next preceding the
issuance of such proposed additional Bonds, are not less than one and ten hundredths (1 10/100) times the maximum



total Debt Service for any succeeding year on all Bonds which will be outstanding immediately prior to the issuance
of the proposed additional Bonds, and (b) the estimated Revenues Available For Debt Service, adjusted as provided
in this caption, for each of the five (5) Fiscal Years immediately following the issuance of such proposed additional
Bonds are not less than one and ten hundredths (1 10/100) times the total, for each such respective Fiscal Year, of the
Debt Service on all Bonds which will be outstanding immediately subsequent to the issuance of the proposed
additional Bonds.

Prior to the issuance of any additional Bonds evidencing additional indebtedness, the payment of principal, interest
and Redemption Price of which additional Bonds will be a lien on the Revenues on a parity with previously issued
Series of Bonds, the District shall obtain a certificate of an Authorized Officer of the District evidencing full
compliance with the provisions of this caption.

In determining the amount of Revenues Available For Debt Service for the purposes of this caption, the Authorized
Officer of the District may adjust the Revenues Available For Debt Service by adding thereto the following:

(i) in the event the District shall have acquired an operating utility or facility subsequent to the beginning of
the 12 month period selected pursuant to this caption, an estimate made by an Authorized Officer of the District
of such additional Revenues Available For Debt Service for such 12 month period which would have resulted had
such operating utility or facility been acquired at the beginning of such 12 month period;

(i) in the event any adjustment of rates with respect to the Electric System shall have become effective
subsequent to the beginning of the 12 month period selected pursuant to this caption, an estimate made by an
Authorized Officer of the District of such additional Revenues Available For Debt Service for such 12 month
period which would have resulted had such rate adjustment been in effect for the entire period; and

(iii) an estimate made by an Authorized Officer of the District of the amounts from the Rate Stabilization Fund
which have been transferred to pay Debt Service for the 12 month period selected pursuant to this caption.

In determining the amount of estimated Revenues Available For Debt Service for the purpose of this caption, the
Authorized Officer of the District may adjust the estimated Revenues Available For Debt Service by adding thereto
any estimated increase in revenue resulting from any increase in electric rates or any amount on deposit in the Rate
Stabilization Fund which is expected to be transferred by the District to pay Debt Service or to offset any increase in
electric rates, which, in the opinion of the Authorized Officer of the District, are economically feasible, and reasonably
considered necessary based on projected operations for such 5 year period.

For purposes of the calculations specified in this section: (1) any calculation of Debt Service on Outstanding
Bonds for any period of time shall be reduced by the amount of any Federal Subsidy that the District receives, or
expects to receive, during such period of time relating to or in connection with such Outstanding Bonds; and (2)
to the extent the calculation of Debt Service on Outstanding Bonds is reduced by the Federal Subsidy as provided
in clause (1) of this paragraph, any calculation of Revenues for any period of time shall be reduced by the amount
of any Federal Subsidy received or expected to be received by the District with respect to or in connection with such
Outstanding Bonds during such period of time.

The certificate required by this caption shall be conclusive evidence and the only evidence required to show
compliance with the provisions and requirements of this caption.

(Resolution, Section 2.04).
Refunding Bonds

One or more Series of Refunding Bonds may be issued at any time to refund any part or all of the Bonds of any
one or more Series then Outstanding. Refunding Bonds shall be issued in a principal amount sufficient, together with
other moneys available therefor, to accomplish such refunding and to make the deposits in the Debt Service Fund
required by this caption or by the provisions of the Series Resolution authorizing such Bonds.

Refunding Bonds of each Series issued to refund any part or all of the Bonds of any one or more Series then
Outstanding may be delivered by the District upon receipt by the Trustee of:

(a) Irrevocable instructions to the Trustee, satisfactory to it, to give due notice of redemption of all the Bonds
to be refunded on a redemption date specified in such instructions;

(b) If the Bonds to be refunded are not by their terms subject to redemption within the next succeeding 60 days,
irrevocable instructions to the Trustee, satisfactory to it, to make due publication of the notice provided for under
the caption entitled “Defeasance” to the Holders of the Bonds being refunded;
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(c) Either (i) moneys in an amount sufficient to effect payment at the applicable Redemption Price of the Bonds
to be refunded, together with accrued interest on such Bonds to the redemption date, which moneys shall be held
by the Trustee or any one or more of the Paying Agents in a separate account irrevocably in trust for the benefit of
such Refunding Bonds until such time as such amount shall be assigned to the respective Holders of the Bonds to
be refunded for payment of the Redemption Price of the Bonds to be refunded, together with accrued interest, on
the redemption date, or (ii) Defeasance Securities in such principal amounts, of such maturities, bearing such
interest, and otherwise having such terms and qualifications, as shall be necessary to comply with the provisions
under the caption entitled “Defeasance” and any moneys required pursuant to said caption, which Defeasance
Securities and moneys shall be held in trust and used only as provided in subsection (c)(i) of this caption; and

(d) Either (i) a certificate of an Authorized Officer of the District as required by the caption entitled “Additional
Bonds” or (ii) a certificate of an Authorized Officer of the District setting forth (1) the Aggregate Debt Service for
the then current and each future Fiscal Year to and including the Fiscal Year next preceding the date of the latest
maturity of any Bonds of any Series then Outstanding (A) with respect to the Bonds of all Series Outstanding
immediately prior to the date of delivery of such Refunding Bonds, and (B) with respect to the Bonds of all Series
to be Outstanding immediately thereafter, and (2) that the Aggregate Debt Service set forth for each Fiscal Year
pursuant to (B) above is no greater than that set forth for such Fiscal Year pursuant to (A) above.

The proceeds, including accrued interest, of the Refunding Bonds of each such Series shall be applied
simultaneously with the delivery of such Bonds in the manner provided in the Series Resolution authorizing such
Bonds.

Any balance of the proceeds of Refunding Bonds not needed for the purposes provided in this caption or in the
Series Resolution authorizing such Bonds may be used by the District, to the extent necessary, to pay any expenses
incurred in connection with the issuance of such Refunding Bonds and, thereafter, any remaining balance not so
needed by the District shall be deposited in the Revenue Fund.

(Resolution, Section 2.05).

Separately Financed Projects

Nothing in this Resolution shall prevent the District from authorizing and issuing bonds, notes or other obligations
or evidences of indebtedness, other than Bonds, for any project authorized by the Act, or from financing any such
project from other available funds (such project being referred to herein as a “Separately Financed Project”), if the
debt service on such bonds, notes, or other obligations or evidences of indebtedness, if any, and the District’s share of
any operating expenses related to such Separately Financed Project, are payable solely from the revenues or other
income derived from the ownership or operation of such Separately Financed Project.

(Resolution, Section 2.06).

Subordinated Indebtedness

The District may, at any time, or from time to time, issue evidences of indebtedness payable out of Revenues and
which may be secured by a pledge of Revenues; provided, however, that such pledge shall be and shall be expressed
to be, subordinate in all respects to the pledge of the Revenues, moneys, securities and funds created by the Resolution.

(Resolution, Section 5.09).

Establishment of Funds and Application Thereof
The Resolution creates and establishes the following Funds and Accounts:

(1) Salt River Project Electric System Construction Fund, to be held by the District,
(2) Salt River Project Electric System Revenue Fund, to be held by the District,
(3) Salt River Project Electric System Debt Service Account, to be held by the Trustee,
(4) Salt River Project Electric System Debt Reserve Account, to be held by the Trustee,
(5) Salt River Project Electric System Rate Stabilization Fund, to be held by the District, and
(6) Salt River Project Electric System Redemption Fund, to be held by the Trustee.
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Construction Fund: There shall be paid into the Construction Fund the amounts required to be so paid by the
provisions of the Resolution, and there may be paid into the Construction Fund, at the option of the District, any
moneys received for or in connection with the Electric System by the District from any other source, unless required
to be otherwise applied as provided by the Resolution.

The proceeds of insurance maintained pursuant to the Resolution against physical loss of or damage to a Project,
or of contractors’ performance bonds with respect thereto, pertaining to the period of construction thereof, shall be
paid into the Construction Fund.

Unless otherwise provided herein, amounts in the Construction Fund shall be applied to the purpose or purposes
specified in the Series Resolution authorizing the Bonds.

Notwithstanding any of the other provisions of this subheading, to the extent that other moneys are not available
therefor, amounts in the Construction Fund shall be applied to the payment of principal of and interest on Bonds when
due.

Amounts in the Construction Fund shall be invested by the District to the fullest extent practicable in Investment
Securities maturing in such amounts and at such times as may be necessary to provide funds when needed to pay the
Cost of Construction or such other purpose to which such moneys are applicable. The District may, and to the extent
required for payments from the Construction Fund shall, sell any such Investment Securities at any time, and the
proceeds of such sale, and of all payments at maturity and upon redemption of such investments, shall be held in the
Construction Fund. Interest received on moneys or securities in the Construction Fund shall be deposited in the
Construction Fund.

Revenues and Revenue Fund: The Resolution establishes a Revenue Fund and provides that there shall be
promptly deposited by the District to the credit of the Revenue Fund all Revenues.

Payment of Operating Expenses: The District (a) shall out of the moneys in the Revenue Fund, pay, free and
clear of any lien or pledge created by the Resolution, all amounts required for reasonable and necessary Operating
Expenses, and (b) may at all times retain in the Revenue Fund amounts deemed by the District to be reasonable and
necessary for working capital and reserves for Operating Expenses including expenses which do not recur annually;
provided that the total amount of such reserves set aside during any year shall not exceed 20% of the amount of
Operating Expenses for such year.

Payments Into Certain Funds: The District shall out of the moneys in the Revenue Fund not retained therein
pursuant to this subheading, on or before each date for the payment of Debt Service, transfer and apply such amount
to the Debt Service Fund (i) for credit to the Debt Service Account, to the extent required so that the balance in said
Account shall equal the Aggregate Debt Service; provided that, for the purposes of computing the amount to be
allocated to said Account, there shall be excluded the amount, if any, set aside in said Account which was deposited
therein from the Rate Stabilization Fund or from the proceeds of Bonds less an amount equal to the interest accrued
and unpaid and to accrue on Bonds (or any Refunding Bonds issued to refund Bonds) to the last day of the then current
calendar month; and (ii) for credit to the Debt Reserve Account, an amount equal to one-twelfth of twenty percent (
1/12 of 20%) of the amount necessary to make the total amount of moneys on deposit therein equal to the Debt Reserve
Requirement; provided, however, that no deposits shall be required if the District shall deposit a Debt Reserve Account
Credit Facility in the Debt Reserve Account in satisfaction of the Debt Reserve Requirement.

The District may out of the moneys in the Revenue Fund not retained therein pursuant to this subheading or applied
pursuant to this subheading, upon a determination by an Authorized Officer of the District at any time prior to the next
Debt Service payment date that sufficient funds are or will be available in the Debt Service Account to pay Debt
Service on the next Debt Service payment date and that sufficient moneys, securities or a Debt Reserve Account Credit
Facility equal to the Debt Reserve Requirement are or will be on deposit in the Debt Reserve Account to satisfy the
Debt Reserve Requirement, transfer such amount as follows and in the following order:

(1) To the Rate Stabilization Fund, an amount deemed necessary by the District which may be used by the
District for any lawful purpose; and

(2) To the General Fund, any such remaining balance in the Revenue Fund. Any amount so transferred to the
General Fund of the District may be used by the District for any lawful purpose.

Provided, however, that so long as there shall be held in the Debt Service Fund an amount sufficient to fully pay
all Outstanding Bonds in accordance with their terms (including principal or applicable sinking fund Redemption
Price and interest thereon), no deposits shall be required to be made into the Debt Service Fund.
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Debt Service Fund: Debt Service Account: The Trustee shall pay out of the Debt Service Account to the
respective Paying Agents (i) on or before each interest payment date for any of the Bonds, the amount required for the
interest payable on such date; (ii) on or before each Principal Installment due date, the amount required for the
Principal Installment payable on such due date; and (iii) on or before the day preceding any redemption date for the
Bonds, the amount required for the payment of interest on the Bonds then to be redeemed. Such amounts shall be
applied by the Paying Agents on and after the due dates thereof. The Trustee shall also pay out of the Debt Service
Account the accrued interest included in the purchase price of the Bonds purchased for retirement.

Amounts accumulated in the Debt Service Account with respect to any Sinking Fund Installment (together with
amounts accumulated therein with respect to interest on the Bonds for which such Sinking Fund Installment was
established) may and, if so directed by the District, shall be applied by the Trustee, on or prior to the 60th day preceding
the due date of such Sinking Fund Installment, to (i) the purchase of Bonds of the Series for which such Sinking Fund
Installment was established, or (ii) the redemption at the applicable sinking fund Redemption Prices pursuant to Article
IV of the Resolution, of such Bonds, if then redeemable by their terms. After the 60th day but on or prior to the 40th
day preceding the due date of such Sinking Fund Installment, any amounts then on deposit in the Debt Service Account
(exclusive of amounts, if any, set aside in said Account which were deposited therein from the proceeds of additional
Bonds) may and, if so directed by the District, shall be applied by the Trustee to the purchase of Bonds of the Series
for which such Sinking Fund Installment was established in an amount not exceeding that necessary to complete the
retirement of the unsatisfied balance of such Sinking Fund Installment. All purchases of any Bonds pursuant to this
subheading shall be made at prices not exceeding the applicable sinking fund Redemption Price of such Bonds plus
accrued interest, and such purchases shall be made in such manner as the Trustee shall determine. The applicable
sinking fund Redemption Price (or principal amount of maturing Bonds) of any Bonds so purchased or redeemed shall
be deemed to constitute part of the Debt Service Account until such Sinking Fund Installment date, for the purpose of
calculating the amount of such Account. As soon as practicable after the 40th day preceding the due date of any such
Sinking Fund Installment, the Trustee shall proceed to call for redemption, by giving notice as provided in Section
4.05 of the Resolution, on such due date Bonds of the Series for which such Sinking Fund Installment was established
(except in the case of Bonds maturing on a Sinking Fund Installment date) in such amount as shall be necessary to
complete the retirement of the unsatisfied balance of such Sinking Fund Installment. The Trustee shall pay out of the
Debt Service Account to the appropriate Paying Agents, on or before the day preceding such redemption date (or
maturity date), the amount required for the redemption of the Bonds so called for redemption (or for the payment of
such Bonds then maturing), and such amount shall be applied by such Paying Agents to such redemption (or payment).
All expenses in connection with the purchase or redemption of Bonds shall be paid by the District from the Revenue
Fund as an Operating Expense.

The amount, if any, deposited in the Debt Service Account from the proceeds of each Series of Bonds shall be set
aside in such Account and applied to the payment of interest on the Bonds of such Series (or Refunding Bonds issued
to refund such Bonds) as the same becomes due and payable.

Debt Reserve Account: If on the first working day of any month the amount on deposit in the Debt Reserve
Account shall be less than the Debt Reserve Requirement, the Trustee shall apply amounts from the Debt Service
Fund to the extent necessary to make good the deficiency. In the event that there is on deposit in the Debt Reserve
Account moneys and a Debt Reserve Account Credit Facility, the Trustee shall withdraw moneys prior to making a
draw or claim, as the case may be, on a Debt Reserve Account Credit Facility.

Whenever the amount on deposit in the Debt Reserve Account shall exceed the Debt Reserve Requirement, such
excess shall be allocated and applied by the District in the same manner as Revenues pursuant to the subheading
entitled “Payments Into Certain Funds” under the caption entitled “Establishment of Funds and Application Thereof”.

Whenever the amount in the Debt Reserve Account, together with the amount in the Debt Service Account, is
sufficient to fully pay all Outstanding Bonds in accordance with their terms (including principal or applicable sinking
fund Redemption Price and interest thereon), the funds on deposit in the Debt Reserve Account shall be transferred to
the Debt Service Account.

The District may cause to be delivered to the Trustee for deposit into the Debt Service Account, and the Trustee
shall upon its receipt so deposit, a Debt Reserve Account Credit Facility for the benefit of the Bondholders, which
Debt Reserve Account Credit Facility shall be payable or available to be drawn upon, as the case may be (upon the
giving of notice as required thereunder), on any date on which a deficiency in the Debt Service Fund exists which
cannot be cured by moneys in any other fund or account held hereunder and available for such purpose; provided,
however, (i) if a disbursement is made under the Debt Reserve Account Credit Facility, the District shall either
reinstate the maximum limits of such Debt Reserve Account Credit Facility within twelve (12) months following such
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disbursement equal to the Debt Reserve Requirement or deposit into the Debt Reserve Account moneys in the amount
of the disbursement made under such Debt Reserve Account Credit Facility, or a combination of such alternatives as
shall equal the Debt Reserve Requirement; (ii) if any such Debt Reserve Account Credit Facility for deposit in the
Debt Service Reserve Fund is obtained and if six (6) months prior to the expiration thereof, the Debt Reserve Account
is less than the Debt Reserve Requirement, the District shall cause the reinstatement of the maximum limits of such
existing Debt Reserve Account Credit Facility, or shall obtain a substitute to the extent necessary to fund the Debt
Reserve Account at the Debt Reserve Requirement; and (v) if a nationally recognized rating agency shall downgrade
the rating of the Bonds, if any, as a result of such deposit of any such Debt Reserve Account Credit Facility or the
rating of the provider thereof drops below the highest rating category for a nationally recognized rating agency, then
the District shall deliver to the Trustee for deposit in the Debt Reserve Account a replacement of such Debt Reserve
Account Credit Facility, in like amount and form acceptable to the Trustee and such that the nationally recognized
rating agency will not reduce or withdraw their ratings, if any, on the Bonds, or deposit moneys in an amount sufficient
to fund the Debt Reserve Account in an amount equal to the Debt Reserve Requirement within twelve (12) months
following such downgrade.

Rate Stabilization Fund: There may be deposited in the Rate Stabilization Fund any amounts deemed necessary
by the District to be used for any lawful purpose of the District, including but not limited to making any deposits
required by the Resolution to any Fund, as determined by the District; provided, however, that no such deposit to any
such Fund shall be required; provided further, however, that if at any time the amounts in the Operating Fund or Debt
Service Fund shall be less than the current requirements thereof, the District shall withdraw from the Rate Stabilization
Fund and deposit in such other Funds the amount necessary (or all the moneys in the Rate Stabilization Fund, if less
than the amounts necessary, applying available amounts in the order of priority and otherwise as specified under the
subheading entitled “Payments Into Certain Funds” under the caption entitled “Establishment of Funds and
Application Thereof”) to make up such deficiency. Amounts on deposit in the Rate Stabilization Fund may be invested
by the District to the fullest extent practicable in Investment Securities. The District may sell any such Investment
Securities at any time, and the proceeds of such sale, and of all payments at maturity and upon redemption of such
investments, shall be held in the Rate Stabilization Fund. Interest received on moneys or securities in the Rate
Stabilization Fund shall be deposited in the Rate Stabilization Fund. Amounts in the Rate Stabilization Fund which
the District may determine to be in excess of the amount required to be maintained therein shall be transferred to the
Revenue Fund. Amounts on deposit in the Rate Stabilization Fund are not subject to the lien or pledge created by the
Resolution.

Redemption Fund: There shall be deposited in the Redemption Fund amounts required to be deposited therein
pursuant to the subheading entitled “Creation of Liens: Sale and Lease of Properties” under the caption entitled
“Certain Other Covenants” and the caption entitled “Reconstruction; Application of Insurance Proceeds”. Amounts in
the Redemption Fund shall be used by the District for the purchase or redemption of any Bonds, and expenses in
connection with the purchase or redemption of any Bonds.

(Resolution, Sections 5.02-5.08; 5.10).
Operation and Maintenance of Electric System

The District shall at all times operate or cause to be operated the Electric System properly and in an efficient and
economical manner, consistent with good business and utility operating practices, and shall maintain, preserve,
reconstruct and keep the same or cause the same to be so maintained, preserved, reconstructed and kept, with the
appurtenances and every part and parcel thereof, in good repair, working order and condition, and shall from time to
time make, or cause to be made, all necessary and proper repairs, replacements and renewals so that at all times the
operation of the Electric System may be properly and advantageously conducted; provided, however, that nothing
contained herein shall prevent the District from exercising its powers under the subheading entitled “Creation of Liens:
Sale and Lease of Properties” under the caption entitled “Certain Other Covenants”; provided further, however, that
any sale-leaseback or lease-leaseback of any part of the Electric System or other similar contractual arrangements, the
effect of which is that the District continues to retain the Revenues therefrom, shall not constitute a lease or disposition
of such part of the Electric System for purposes described under the subheading entitled “Creation of Liens: Sale and
Lease of Properties” under the caption entitled “Certain Other Covenants” and any proceeds therefrom shall be treated
as Revenues.

(Resolution, Section 7.10).
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Reconstruction; Application of Insurance Proceeds

If any useful portion of the Electric System shall be damaged or destroyed, the District shall, as expeditiously as
possible, continuously and diligently prosecute the reconstruction or replacement thereof, unless the District
determines that such reconstruction and replacement is not in the interest of the District and the Bondholders. The
proceeds of any insurance shall be paid on account of such damage or destruction, other than business interruption
loss insurance, shall be held by the District in the Construction Fund and made available for, and to the extent necessary
be applied to, the cost of such reconstruction or replacement, or shall be applied to the construction or acquisition of
any properties or assets of the Electric System. Pending such application, such proceeds may be invested by the District
in Investment Securities which mature not later than such times as shall be necessary to provide moneys when needed
to pay such cost of reconstruction or replacement or acquisition. Interest earned on such investments shall be deposited
in the Construction Fund. The proceeds of any such insurance not applied by the District to constructing or replacing
damaged or destroyed property or in acquiring property or assets of the Electric System shall be paid to the Trustee
for deposit in the Redemption Fund.

The proceeds of business interruption loss insurance, if any, shall be paid into the Revenue Fund.

(Resolution, Section 7.13).

Transfer from General Fund

In the event there is a deficiency in the Debt Service Account and if such a deficiency is not paid from other
sources, the District shall transfer money in the General Fund to the Debt Service Account an amount sufficient to
make up such deficiency.

(Resolution, Section 7.17).

Electric System Rate Covenant

The District shall charge and collect rates, fees and other charges for the sale of electric power and energy and
other services, facilities and commodities of the Electric System as shall be required to provide revenues and income
(including investment income) at least sufficient in each Fiscal Year for the payment of the sum of:

(a) Operating Expenses during such Fiscal Year, including reserves, if any, therefor provided for in the Annual
Budget for such year;

(b) An amount equal to the Aggregate Debt Service for such Fiscal Year;

(c) The amount, if any, to be paid during such Fiscal Year into the Debt Reserve Account in the Debt Service
Fund; and

(d) All other charges or liens whatsoever payable out of revenues and income during such Fiscal Year and, to
the extent not otherwise provided for, all amounts payable on Subordinated Indebtedness.

If, in any Fiscal Year, the revenues and income collected shall not have been sufficient to provide all of the
payments and meet all other requirements as specified in the preceding paragraphs in this caption, the District shall as
promptly as permitted by law establish and place in effect a schedule of rates, fees and charges which will cause
sufficient revenues and income to be collected. For purposes of this caption, at any time, revenues and income
collected shall include any amounts withdrawn or expected to be withdrawn thereafter in any Fiscal Year from the
Rate Stabilization Fund which were on deposit therein prior to such Fiscal Year.

The failure in any Fiscal Year to comply with the Electric System Rate Covenant shall not constitute an Event of
Default under the Resolution, if the District shall comply with the requirements of the immediately preceding
paragraph.

For purposes of the calculations specified in this section: (1) any calculation of Debt Service on Outstanding
Bonds for any period of time shall be reduced by the amount of any Federal Subsidy that the District receives or
expects to receive during such period of time relating to or in connection with such Outstanding Bonds; and (2) to
the extent the calculation of Debt Service on Outstanding Bonds is reduced by the Federal Subsidy as provided in
clause (1) of this paragraph, any calculation of Revenues for any period of time shall be reduced by the amount of
any Federal Subsidy received or expected to be received by the District with respect to or in connection with such
Outstanding Bonds during such period of time.

(Resolution, Section 7.11).
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Certain Other Covenants

No Free Service: The District will not furnish or supply power or energy free of charge to any person, firm or
corporation, public or private, and the District shall promptly enforce the payment of any and all accounts owing to
the District by reason of the ownership and operation of the Electric System, to the extent dictated by sound business
practice.

(Resolution, Section 7.11-3).

Power to Operate Electric System and Collect Rates and Fees: The District has good right and lawful power to
construct, reconstruct, improve, maintain, operate and repair the Electric System, and to fix and collect rates, fees,
rents and other charges in connection therewith.

(Resolution, Section 7.06).

Creation of Liens; Sale and Lease of Property: The District shall not hereafter issue any bonds or other evidences
of indebtedness payable out of or secured by a pledge of any revenues or income of the Electric System, except as in
this Resolution provided.

The District shall not issue any bonds or other evidences of indebtedness other than the Bonds, payable out of or
secured by a pledge of any revenues or income of the Electric System or of the moneys, securities or funds held or set
aside by the District or by the Fiduciaries under the Resolution and shall not create or cause to be created any lien or
charge on any revenues or income of the Electric System, or such moneys, securities or funds; provided, however,
that nothing contained in the Resolution shall prevent the District from issuing Subordinated Indebtedness as provided
in the caption entitled “Subordinated Indebtedness”, and provided further that the District may, for its authorized
purposes, make or assume loans with the United States of America, which loans may be secured by lien on revenues
and income of the Electric System prior to the lien of the Bonds issued hereunder.

The District may sell or exchange at any time and from time to time any property constituting part of the Electric
System and may lease or make contracts or grant licenses for the operation of, or grant easements or other rights with
respect to, any part of the Electric System if (i) in the sole judgment of the District it is advisable to take such action,
(i1) such action shall not impair the ability of the District to make Debt Service payments, and (iii) such action does
not materially impede or unduly restrict the operation by the District of the Electric System. Except as provided under
the caption entitled “Operation and Maintenance of Electric System”, any proceeds of any such sale, exchange, lease,
contract or license shall at the discretion of the District be deposited in the Redemption Fund for application to the
purchase or redemption of Bonds or be applied for any lawful purpose.

(Resolution, Section 7.07).

Insurance: The District shall provide protection for the Electric System in accordance with sound electric utility
practice which may consist of insurance, self-insurance and indemnities. Any insurance shall be in the form of policies
or contracts for insurance with insurers of good standing, shall be payable to the District as its interest may appear,
and may provide for such deductibles, exclusions, limitations, restrictions and restrictive endorsements customary in
policies for similar coverage issued to entities operating properties similar to the properties of the Electric System.
Any self-insurance shall be in the amounts, manner and of the types provided by entities operating properties similar
to the properties of the Electric System.

(Resolution, Section 7.12).

Accounts and Reports: The District shall keep, in accordance with Accounting Practice, proper books of record
and account of its transactions relating to the Electric System and the Funds and Accounts established by the
Resolution, together with all contracts for the sale of power and energy and all other books and papers of the District,
including insurance policies, relating to the Electric System and such Funds and accounts.

The Trustee shall advise the District promptly after the end of each month of its transactions during such month
relating to the funds and accounts held by it under the Resolution.

The District shall annually, within 180 days after the close of each fiscal year, file with the Trustee, and otherwise
as provided by law, a copy of the annual report of the District for such year, accompanied by an Accountant’s Report.
In addition, the District will file with the Trustee a statement, or statements, accompanied by an Accountant’s Report
of each fund and account established under the Resolution, summarizing the receipts therein and disbursements



therefrom during such year and the amounts held therein at the end of each year. Such Accountant’s Report on the
statement summarizing the transactions in the funds established under the Resolution shall state whether or not, to the
knowledge of the signer, the District is in default with respect to any of the covenants, agreements or conditions as set
forth under the subheading entitled “Events of Default” under the caption entitled “Events of Default and Remedies”,
insofar as they pertain to accounting matters and, if so, the nature of such default; provided, however, that to the extent
such statement would be contrary to the then current recommendations of the American Institute of Certified Public
Accountants or other governing or regulatory entities that provide similar guidance, the District may file a certificate
with the Trustee executed by an Authorized Officer of the District certifying to those matters not otherwise stated in
the Accountant’s Report, which District certification, together with the Accountant’s Report so filed, shall be deemed
to have satisfied the requirements of this paragraph.

The reports, statements and other documents required to be furnished to the Trustee pursuant to this caption shall
be available for the inspection of the Revenue Bondholders at the office of the Trustee and shall be mailed to each
Revenue Bondholder who shall file a written request therefore with the District.

(Resolution, Section 7.14).

Defeasance

If the District shall pay or cause to be paid or there shall otherwise be paid, to the Holders of any Bonds the
principal or Redemption Price, if applicable, and interest due or to become due thereon, at the times and in the manner
stipulated therein and in the Resolution, then the pledge of any Revenues, and other moneys and securities pledged
under the Resolution and all covenants, agreements and other obligations of the District to the Bondholders, shall
thereupon cease, terminate and become void and be discharged and satisfied. In such event, the Trustee shall cause an
accounting for such period or periods as shall be requested by the District to be prepared and filed with the District
and, upon the request of the District, shall execute and deliver to the District all such instruments as may be desirable
to evidence such discharge and satisfaction, and the Fiduciaries shall pay over or deliver to the District all moneys or
securities held by them pursuant to the Resolution which are not required for the payment of principal or Redemption
Price, if applicable, on Bonds or payment of interest. If the District shall pay or cause to be paid, or there shall
otherwise be paid, to the Holders of all Outstanding Bonds of a particular Series the principal or Redemption Price, if
applicable, and interest due or to become due thereon, at the times and in the manner stipulated therein and in the
Resolution, such Bonds shall cease to be entitled to any lien, benefit or security under the Resolution, and all
covenants, agreements and obligations of the District to the Holders of such Bonds shall thereupon cease, terminate
and become void and be discharged and satisfied.

Bonds or the principal or interest installments or Redemption Price for the payment or redemption of which moneys
shall have been set aside and shall be held in trust by the Paying Agents (through deposit by the District of funds for
such payment or redemption or otherwise) at the maturity or redemption date thereof shall be deemed to have been
paid within the meaning and with the effect expressed in the preceding paragraph. Any Outstanding Bonds of any
Series shall prior to the maturity or redemption date thereof be deemed to have been paid within the meaning and with
the effect expressed in the preceding paragraph if (a) in case any of said Bonds are to be redeemed on any date prior
to their maturity, the District shall have given to the Trustee in form satisfactory to it irrevocable instructions to publish
as provided in Article IV of the Resolution notice of redemption of such Bonds on said date, (b) there shall have been
deposited with the Trustee either moneys in an amount which shall be sufficient, or Defeasance Securities the principal
of and the interest on which when due will provide moneys which, together with the moneys, if any, deposited with
the Trustee at the same time, shall be sufficient, to pay when due the principal or Redemption Price, if applicable, and
interest due and to become due on said Bonds on and prior to the redemption date or maturity date thereof, as the case
may be, and (c) in the event said Bonds are not by their terms subject to redemption within the next succeeding 60
days, the District shall have given the Trustee in form satisfactory to it irrevocable instructions to publish, as soon as
practicable, at least twice, at an interval of not less than seven days between publications, in the Authorized
Newspapers a notice to the owners of such Bonds that the deposit required by (b) above has been made with the
Trustee and that said Bonds are deemed to have been paid in accordance with this caption and stating such maturity
or redemption date upon which moneys are available for the payment of the principal or Redemption Price, if
applicable, on said Bonds. Neither Defeasance Securities nor moneys deposited with the Trustee pursuant to this
caption nor principal or interest payments on any such Defeasance Securities shall be withdrawn or used for any
purpose other than, and shall be held in trust for, the payment of the principal or Redemption Price, if applicable, and
interest on said Bonds; provided that any cash received from such principal or interest payments on such Defeasance
Securities deposited with the Trustee, if not then needed for such purpose, shall, to the extent practicable, be reinvested
in Defeasance Securities maturing at times and in amounts sufficient to pay when due the principal or Redemption
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Price, if applicable, and interest to become due on said Bonds on and prior to such redemption date or maturity date
thereof, as the case may be, and interest earned from such reinvestments shall be paid over to the District, as received
by the Trustee, free and clear of any trust, lien or pledge.

Anything in the Resolution to the contrary notwithstanding, any moneys held by a Fiduciary in trust for the
payment and discharge of any of the Bonds which remain unclaimed for five years after the date when such Bonds
have become due and payable, either at their stated maturity dates or by call for earlier redemption, if such moneys
were held by the Fiduciary at such date, or for five years after the date of deposit of such moneys if deposited with the
Fiduciary after the said date when such Bonds became due and payable, shall, at the written request of the District, be
repaid by the Fiduciary to the District, as its absolute property and free from trust, and the Fiduciary shall thereupon
be released and discharged with respect thereto and the Bondholders shall look only to the District for the payment of
such Bonds; provided, however, that before being required to make any such payment to the District, the Fiduciary
shall, at the expense of the District, cause to be published at least twice, at an interval of not less than seven days
between publications, in the Authorized Newspapers, a notice that said moneys remain unclaimed and that, after a
date named in said notice, which date shall be not less than 30 days after the date of the first publication of such notice,
the balance of such moneys then unclaimed will be returned to the District.

(Resolution, Section 12.01).

Events of Default and Remedies

Events of Default: 1f one or more of the following events (in the Resolution called “Events of Default”) shall
happen, that is to say:

(i) if default shall be made in the due and punctual payment of the principal or Redemption Price of any Bond
when and as the same shall become due and payable, whether at maturity or by call for redemption, or otherwise,

(i1) if default shall be made in the due and punctual payment of any installment of interest on any Bond or the
unsatisfied balance of any Sinking Fund Installment therefor (except when such Installment is due on the maturity
date of such Bond), when and as such interest installment or Sinking Fund Installment shall become due and
payable, and such default shall continue for a period of 30 days,

(iii) if default shall be made by the District in the performance or observance of the covenants, agreements and
conditions on its part as provided under the caption entitled “Electric System Rate Covenant”,

(iv) if default shall be made by the District in the performance or observance of any other of the covenants,
agreements or conditions on its part in the Resolution or in the Bonds contained, and such default shall continue
for a period of 60 days after written notice thereof to the District by the Trustee or to the District and to the Trustee
by the Holders of not less than a majority in principal amount of the Bonds Outstanding, provided that if such
default shall be such that it cannot be corrected within such sixty day period, it shall not constitute an Event of
Default if corrective action is instituted within such period and diligently pursued until the failure is corrected, or

(v) if (1) a decree or order for relief is entered by a court having jurisdiction of the District adjudging the
District a bankrupt or insolvent or approving as properly filed a petition seeking reorganization, arrangement,
adjustment or composition in respect of the District in any involuntary case under the Federal bankruptcy laws, or
under any other applicable law or statute of the United States of America or of the State of Arizona; (2) a receiver,
liquidator, assignee, custodian, trustee, sequester or other similar official of the District or of any substantial
portion of its property is appointed; or (3) the winding up or liquidation of its affairs is ordered and the continuance
of any such decree or order unstayed and in effect for a period of sixty (60) consecutive days, then, and in each
and every such case, so long as such Event of Default shall not have been remedied, unless the principal of all the
Bonds shall have already become due and payable, either the Trustee (by notice in writing to the District), or the
Holders of not less than 25% in principal amount of the Bonds Outstanding (by notice in writing to the District
and the Trustee), may declare the principal of all the Bonds then Outstanding and the interest accrued thereon, to
be due and payable immediately, and upon any such declaration the same shall become and be immediately due
and payable, anything in the Resolution or in any of the Bonds contained to the contrary notwithstanding. The
right of the Trustee or of the Holders of not less than 25% in principal amount of the Bonds to make any such
declaration as aforesaid, however, is subject to the condition that if, at any time after such declaration, but before
the Bonds shall have matured by their terms, all overdue installments of interest upon the Bonds, together with
interest on such overdue installments of interest to the extent permitted by law, and the reasonable and proper
charges, expenses and liabilities of the Trustee, and all other sums then payable by the District under the Resolution
(except the principal of, and interest accrued since the next preceding interest date on, the Bonds due and payable



solely by virtue of such declaration) shall either be paid by or for the account of the District or provision satisfactory
to the Trustee shall be made for such payment, and all defaults under the Bonds or under the Resolution (other
than the payment of principal and interest due and payable solely by reason of such declaration) shall be made
good or be secured to the satisfaction of the Trustee or provision deemed by the Trustee to be adequate shall be
made therefor, then and in every such case the Holders of a majority in principal amount of the Bonds Outstanding,
by written notice to the District and to the Trustee, may rescind such declaration and annul such default in its
entirety, or, if the Trustee shall have acted itself, and if there shall not have been theretofore delivered to the Trustee
written direction to the contrary by the Holders of a majority in principal amount of the Bonds then Outstanding,
then any such declaration shall ipso facto be deemed to be rescinded and any such default and its consequences
shall ipso facto be deemed to be annulled, but no such rescission and annulment shall extend to or affect any
subsequent default or impair or exhaust any right or power consequent thereon.

Accounting and Examination of Records After Default: The District covenants that if an Event of Default shall
have happened and shall not have been remedied, the books of record and account of the District and all other records
relating to the Electric System shall at all times be subject to the inspection and use of the Trustee and of its agents
and attorneys, including the engineer or firm of engineers appointed pursuant to the subheading entitled “Application
of Revenues and other Moneys After Default” under this caption.

The District covenants that if an Event of Default shall happen and shall not have been remedied, the District, upon
demand of the Trustee, will account, as if it were the trustee of an express trust, for all Revenues and other moneys,
securities and funds pledged or held under the Resolution for such period as shall be stated in such demand.

Application of Revenues and other Moneys After Default: The District covenants that if an Event of Default
shall happen and shall not have been remedied, the District, upon demand of the Trustee, shall pay over to the Trustee
(1) forthwith, all moneys, securities and funds then held by the District in any Fund or Account under the Resolution,
and (ii) all Revenues as promptly as practicable after receipt thereof.

During the continuance of an Event of Default, the Trustee shall apply such moneys, securities, funds and
Revenues and the income therefrom as follows and in the following order:

(i) to the payment of the amounts required for reasonable and necessary Operating Expenses, and for reasonable
renewals, repairs and replacements of the Electric System necessary to prevent loss of Revenues, as certified to
the Trustee by an independent engineer or firm of engineers of recognized standing (who may be an engineer or
firm of engineers retained by the District for other purposes) selected by the Trustee. For this purpose the books
of record and accounts of the District relating to the Electric System shall at all times be subject to the inspection
of such engineer or firm of engineers during the continuance of such Event of Default;

(ii) to the payment of the reasonable and proper charges, expenses and liabilities of the Trustee and of any
engineer or firm of engineers selected by the Trustee pursuant to Article VIII of the Resolution;

(iii) to the payment of the interest and principal or Redemption Price then due on the Bonds, subject to the
provisions of Section 7.02 of the Resolution, as follows:

(a) unless the principal of all of the Bonds shall have become or have been declared due and payable,

First: To the payment to the persons entitled thereto of all installments of interest then due in the order of the
maturity of such installments, and, if the amount available shall not be sufficient to pay in full any installment or
installments maturing on the same date, then to the payment thereof ratably, according to the amounts due thereon,
to the persons entitled thereto, without any discrimination or preference; and

Second: To the payment to the persons entitled thereto of the unpaid principal or Redemption Price of any
Bonds which shall have become due, whether at maturity or by call for redemption, in the order of their due dates,
and if the amount available shall not be sufficient to pay in full all the Bonds due on any date, then to the payment
thereof ratably, according to the amounts of principal or Redemption Price due on such date, to the persons entitled
thereto, without any discrimination or preference.

(b) if the principal of all of the Bonds shall have become or have been declared due and payable, to the payment
of the principal and interest then due and unpaid upon the Bonds without preference or priority of principal over
interest or of interest over principal, or of any installment of interest over any other installment of interest, or of
any Bonds over any other Bond, ratably, according to the amounts due respectively for principal and interest, to
the persons entitled thereto without any discrimination or preference.



If and whenever all overdue installments of interest on all Bonds, together with the reasonable and proper charges,
expenses and liabilities of the Trustee, and all other sums payable by the District under the Resolution, including the
principal and Redemption Price of and accrued unpaid interest on all Bonds which shall then be payable by declaration
or otherwise, shall either be paid by or for the account of the District, or provision satisfactory to the Trustee shall be
made for such payment, and all defaults under the Resolution or the Bonds shall be made good or secured to the
satisfaction of the Trustee or provision deemed by the Trustee to be adequate shall be made therefor, the Trustee shall
pay over to the District all moneys, securities, funds and Revenues then remaining unexpended in the hands of the
Trustee (except moneys, securities, funds or Revenues deposited or pledged, or required by the terms of the Resolution
to be deposited or pledged, with the Trustee), and thereupon the District and the Trustee shall be restored, respectively,
to their former positions and rights under the Resolution, and all Revenues shall thereafter be applied as provided in
Article V of the Resolution. No such payment over to the District by the Trustee or resumption of the application of
Revenues as provided in Article V of the Resolution shall extend to or affect any subsequent default under the
Resolution or impair any right consequent thereon.

Proceedings Brought by Trustee: 1f an Event of Default shall happen and shall not have been remedied, then and
in every such case, the Trustee, by its agents and attorneys, may proceed, and upon written request of the Holders of
not less than [a majority] in principal amount of the Bonds Outstanding shall proceed, to protect and enforce its right
and the rights of the Holders of the Bonds under the Resolution forthwith by a suit or suits in equity or at law, whether
for the specific performance of any covenant herein contained, or in aid of the execution of any power herein granted,
or for an accounting against the District as if the District were the trustee of an express trust, or in the enforcement of
any other legal or equitable right as the Trustee, being advised by counsel, shall deem most effectual to enforce any
of its rights or to perform any of its duties under the Resolution.

All rights of action under the Resolution may be enforced by the Trustee without the possession of any of the
Bonds or the production thereof on the trial or other proceedings, and any such suit or proceedings instituted by the
Trustee shall be brought in its name.

The Holders of not less than a majority in principal amount of the Bonds at the time Outstanding may direct the
time, method and place of conducting any proceeding for any remedy available to the Trustee, or exercising any trust
or power conferred upon the Trustee, provided that the Trustee shall have the right to decline to follow any such
direction if the Trustee shall be advised by counsel that the action or proceeding so directed may not lawfully be taken,
or if the Trustee in good faith shall determine that the action or proceeding so directed would involve the Trustee in
personal liability or be unjustly prejudicial to the Bondholders not parties to such direction.

Upon commencing a suit in equity or upon other commencement of judicial proceedings by the Trustee to enforce
any right under the Resolution, the Trustee shall be entitled to exercise any and all rights and powers conferred in the
Resolution and provided to be exercised by the Trustee upon the occurrence of an Event of Default.

Regardless of the happening of an Event of Default, the Trustee shall have power to, but unless requested in writing
by the Holders of a majority in principal amount of the Bonds then Outstanding, and furnished with reasonable security
and indemnity, shall be under no obligation to, institute and maintain such suits and proceedings as it may be advised
shall be necessary or expedient to prevent any impairment of the security under the Resolution by any acts which may
be unlawful or in violation of the Resolution, and such suits and proceedings as the Trustee may be advised shall be
necessary or expedient to preserve or protect its interest and the interest of the Bondholders.

Restriction on Bondholder’s Action: No Holder of any Bond shall have any right to institute any suit, action or
proceeding at law or in equity for the enforcement of any provision of the Resolution or the execution of any trust
under the Resolution or for any remedy under the Resolution, unless such Holder shall have previously given to the
Trustee written notice of the happening of an Event of Default, as provided in Article VIII of the Resolution, and the
Holders of [not less than a majority] in principal amount of the Bonds then Outstanding shall have filed a written
request with the Trustee, and shall have offered it reasonable opportunity, either to exercise the powers granted in the
Resolution or by the Act or by the laws of Arizona or to institute such action, suit or proceeding in its own name, and
unless such Holders shall have offered to the Trustee adequate security and indemnity against the costs, expenses and
liabilities to be incurred therein or thereby, and the Trustee shall have refused to comply with such request for a period
of 60 days after receipt by it of such notice, request and offer of indemnity, it being understood and intended that no
one or more Holders of Bonds shall have any right in any manner whatever by his or their action to affect, disturb or
prejudice the pledge created by the Resolution, or to enforce any right under the Resolution, except in the manner
therein provided; and that all proceedings at law or in equity to enforce any provision of the Resolution shall be
instituted, had and maintained in the manner provided in the Resolution and for the equal benefit of all Holders of the
Outstanding Bonds, subject only to the provisions of Section 7.02 of the Resolution.



Nothing in the Resolution or in the Bonds contained shall affect or impair the obligation of the District, which is
absolute and unconditional, to pay at the respective dates of maturity and places therein expressed the principal of and
interest on the Bonds to the respective Holders thereof, or affect or impair the right of action, which is also absolute
and unconditional, of any Holder to enforce such payment of his Bond.

Remedies Not Exclusive: No remedy by the terms of the Resolution conferred upon or reserved to the Trustee or
the Bondholders is intended to be exclusive of any other remedy, but each and every such remedy shall be cumulative
and shall be in addition to every other remedy given under the Resolution or existing at law or equity or by statute on
or after the date of adoption of this Resolution.

Effect of Waiver and Other Circumstances: No delay or omission of the Trustee or of any Bondholder to exercise
any right or power arising upon the happening of an Event of Default shall impair any right or power or shall be
construed to be a waiver of any such default or be an acquiescence therein; and every power and remedy given by
Article VIII of the Resolution to the Trustee or to the Bondholders may be exercised from time to time and as often
as may be deemed expedient by the Trustee or by the Bondholders.

Prior to the declaration of maturity of the Bonds as provided under the subheading entitled “Events of Default”
under this caption, the Holders of not less than 25% in principal amount of the Bonds at the time Outstanding, or their
attorneys-in-fact duly authorized, may, on behalf of the Holders of all of the Bonds waive any past default under the
Resolution and its consequences, except a default in the payment of interest on or principal of or premium (if any) on
any of the Bonds. No such waiver shall extend to any subsequent or other default or impair any right consequent
thereon.

Notice of Default: The Trustee shall promptly mail to registered Holders of Bonds, and to all Bondholders who
shall have filed their names and addresses with the Trustee for such purpose written notice of the occurrence of any
Event of Default. If for any Fiscal Year the Revenues shall be insufficient to comply with the provisions under the
caption entitled “Electric System Rate Covenant”, the Trustee, on or before the 30th day after receipt of the annual
audit, shall mail to such registered Holders and such Bondholders written notice of such failure.

Responsibilities of Fiduciaries: The recitals of fact herein and in the Bonds contained shall be taken as the
statements of the District and no Fiduciary assumes any responsibility for the correctness of the same. No Fiduciary
makes any representations as to the validity or sufficiency of the Resolution or of any Bonds issued thereunder or as
to the security afforded by the Resolution, and no Fiduciary shall incur any liability in respect thereof. No Fiduciary
shall be under any responsibility or duty with respect to the application of any moneys paid to the District or to any
other Fiduciary. No Fiduciary shall be under any obligation or duty to perform any act, which would involve it in
expense or liability, or to institute or defend any suit in respect hereof, or to advance any of its own moneys, unless
properly indemnified. Subject to the provisions of the following paragraph, no Fiduciary shall be liable in connection
with the performance of its duties hereunder except for its own negligence, misconduct or default.

The Trustee, prior to the occurrence of an Event of Default and after the curing of all Events of Default which may
have occurred, undertakes to perform such duties and only such duties as are specifically set forth in the Resolution.
In case an Event of Default has occurred (which has not been cured) the Trustee shall exercise such of the rights and
powers vested in it by the Resolution, and use the same degree of care and skill in their exercise, as a prudent man
would exercise or use under the circumstances in the conduct of his own affairs. Any provision of the Resolution
relating to action taken or to be taken by the Trustee or to evidence upon which the Trustee may rely shall be subject
to the provisions of this subheading.

(Resolution, Sections 8.01-8.08, 9.03).

Supplemental Resolutions

For any one or more of the following purposes and at any time or from time to time, a Supplemental Resolution
of the District may be adopted, which, upon the filing with the Trustee of a copy thereof certified by an Authorized
Officer of the District, shall be fully effective in accordance with its terms:

(1) To close the Resolution against, or provide limitations and restrictions in addition to the limitations and
restrictions contained in the Resolution on, the delivery of Bonds or the issuance of other evidences of
indebtedness;

(2) To add to the covenants and agreements of the District in the Resolution, other covenants and agreements
to be observed by the District which are not contrary to or inconsistent with the Resolution as theretofore in effect;



(3) To add to the limitations and restrictions in the Resolution, other limitations and restrictions to be observed
by the District which are not contrary to or inconsistent with the Resolution as theretofore in effect;

(4) To authorize Bonds of a Series and, in connection therewith, specify and determine the matters and things
referred to in Section 2.02 of the Resolution, and also any other matters and things relative to such Bonds which
are not contrary to or inconsistent with the Resolution as theretofore in effect, or to amend, modify or rescind any
such authorization, specification or determination at any time prior to the first delivery of such Bonds;

(5) To confirm, as further assurance, any pledge under, and the subjection to any lien or pledge created or to
be created by, the Resolution, of the Revenues or of any other moneys, securities or funds;

(6) To modify any of the provisions of the Resolution in any respect whatever, provided that (i) such
modification shall be, and be expressed to be, effective only after all Bonds of any Series Outstanding at the date
of the adoption of such Supplemental Resolution shall cease to be Outstanding, and (ii) such Supplemental
Resolution shall be specifically referred to in the text of all Bonds of any Series delivered after the date of the
adoption of such Supplemental Resolution and of Bonds issued in exchange therefor or in place thereof;

(7) To modify any of the provisions of the Resolution to permit compliance with any amendment to the Internal
Revenue Code of 1986, as amended, or any successor thereto, as the same may be in effect from time to time, if,
in the Opinion of Bond Counsel, failure to so modify the Resolution either would adversely affect the ability of
the District to issue Bonds the interest on which is excludable from gross income for purposes of federal income
taxation, or is necessary or advisable to preserve such exclusion with respect to any Outstanding Bonds;

(8) To comply with such regulations and procedures as are from time to time in effect relating to establishing
and maintaining a book-entry-only system;

(9) To provide for the issuance of Bonds in coupon form payable to bearer;

(10) To comply with the requirements of any nationally recognized rating agency in order to maintain or improve
a rating on the Bonds by such rating agency;

(11) To cure any ambiguity, supply any omission, or cure or correct any defect or inconsistent provision in the
Resolution; or

(12) To insert such provisions clarifying matters or questions arising under the Resolution as are necessary or
desirable and are not contrary to or inconsistent with the Resolution as theretofore in effect.

Supplemental Resolutions Effective With Consent of Trustee: At any time or from time to time, a Supplemental
Resolution may be adopted subject to consent by Bondholders in accordance with and subject to the provisions of
Article XI of the Resolution, which Supplemental Resolution, upon the filing with the Trustee of a copy thereof
certified by an Authorized Officer of the District and upon compliance with the provisions of said Article XI, shall
become fully effective in accordance with its terms as provided in said Article XI.

General Provisions: The Resolution shall not be modified or amended in any respect except as provided in and
in accordance with and subject to the provisions of Article X and Article XI of the Resolution. Nothing in Article X
or Article XI of the Resolution contained shall affect or limit the right or obligation of the District to adopt, make, do,
execute, acknowledge or deliver any resolution, act or other instrument pursuant to the provisions of Section 7.04 of
the Resolution or the right or obligation of the District to execute and deliver to any Fiduciary any instrument which
elsewhere in the Resolution it is provided shall be delivered to said Fiduciary.

Any Supplemental Resolution referred to and permitted or authorized by this caption may be adopted by the
District without the consent of any of the Bondholders, but shall become effective only on the conditions, to the extent
and at the time provided in said Sections, respectively. The copy of every Supplemental Resolution when filed with
the Trustee shall be accompanied by a Counsel’s Opinion stating that such Supplemental Resolution has been duly
and lawfully adopted in accordance with the provisions of the Resolution, is authorized or permitted by the Resolution,
and is valid and binding upon the District and enforceable in accordance with its terms.

The Trustee is authorized to accept the delivery of a certified copy of any Supplemental Resolution referred to and
permitted or authorized by this caption and subheading and to make all further agreements and stipulations which may
be therein contained, and the Trustee, in taking such action, shall be fully protected in relying on an opinion of counsel
(which may be a Counsel’s Opinion) that such Supplemental Resolution is authorized or permitted by the provisions
of the Resolution.



No Supplemental Resolution shall change or modify any of the rights or obligations of any Fiduciary without its
written assent thereto.

(Resolution, Section 10.01-10.03).

Amendment with Consent of Bondholders

Any modification or amendment of the Resolution and of the rights and obligations of the District and of the
Holders of the Bonds thereunder, in any particular, may be made by a Supplemental Resolution, with the written
consent given as provided in the following paragraph of the Holders of at least two-thirds in principal amount of the
Bonds Outstanding at the time such consent is given, and (ii) in case less than all of the several Series of Bonds then
Outstanding or less than all the Bonds of a Series then Outstanding are affected by the modification or amendment, of
the Holders of at least two-thirds in principal amount of the Bonds so affected and Outstanding at the time such consent
is given, and (iii) in case the modification or amendment changes the terms of any Sinking Fund Installment, of
Holders of at least two-thirds in principal amount of the Bonds entitled to such Sinking Fund Installment and
Outstanding at the time such consent is given; provided, however, that if such modification or amendment will, by its
terms, not take effect so long as any Bonds of any specified like Series and maturity remain Outstanding, the consent
of the Holders of such Bonds shall not be required and such Bonds shall not be deemed to be Outstanding for the
purpose of any calculation of Outstanding Bonds under this paragraph. No such modification or amendment shall
permit a change in the terms of redemption or maturity of the principal of any Outstanding Bond or of any installment
of interest thereon or a reduction in the principal amount or the Redemption Price thereof or in the rate of interest
thereon without the consent of the Holder of such Bond, or shall reduce the percentages or otherwise affect the classes
of Bonds the consent of the Holders of which is required to effect any such modification or amendment, or shall
change or modify any of the rights or obligations of any Fiduciary without its written assent thereto. For the purpose
of this paragraph, a Series shall be deemed to be affected by a modification or amendment of the Resolution if the
same adversely affects or diminishes the rights of the Holders of Bonds of such Series.

The District may at any time adopt a Supplemental Resolution making a modification or amendment permitted by
the preceding paragraph, to take effect when and as provided in this paragraph. A copy of such Supplemental
Resolution (or brief summary thereof or reference thereto in form approved by Trustee, together with a request to
Bondholders for their consent thereto in form satisfactory to the Trustee), shall be mailed by the District to
Bondholders and shall be published in the Authorized Newspapers at least once a week for two successive weeks (but
failure to mail such copy and request shall not affect the validity of the Supplemental Resolution when consented to
as provided in this paragraph). Such Supplemental Resolution shall not be effective unless and until (i) there shall
have been filed with the Trustee (a) the written consents of Holders of the percentages of Outstanding Bonds specified
in the preceding paragraph and (b) a Counsel’s Opinion stating that such Supplemental Resolution has been duly and
lawfully adopted and filed by the District in accordance with the provisions of the Resolution, is authorized or
permitted by the Resolution, and is valid and binding upon the District and enforceable in accordance with its terms,
and (ii) a notice shall have been published as provided in this paragraph. Each such consent shall be effective only if
accompanied by proof of the holding, at the date of such consent, of the Bonds with respect to which such consent is
given, which proof shall be such as is permitted by Section 12.02 of the Resolution. A certificate or certificates by the
Trustee filed with the Trustee that it has examined such proof and such proof is sufficient in accordance with Section
12.02 of the Resolution shall be conclusive that the consents have been given by the Holders of the Bonds described
in such certificate or certificates of the Trustee. Any such consent shall be binding upon the Holder of the Bonds
giving such consent and, anything in Section 12.02 of the Resolution to the contrary notwithstanding, upon any
subsequent Holder of such Bonds and of any Bonds issued in exchange therefor (whether or not such subsequent
Holder thereof has notice thereof) unless such consent is revoked in writing by the Holder of such Bonds giving such
consent or a subsequent Holder thereof by filing with the Trustee, prior to the time when the written statement of the
Trustee provided for in this paragraph is filed, such revocation and, if such Bonds are transferable by delivery, proof
that such Bonds are held by the signer of such revocation in the manner permitted by Section 12.02 of the Resolution.
The fact that a consent has not been revoked may likewise be proved by a certificate of the Trustee filed with the
Trustee to the effect that no revocation thereof is on file with the Trustee. At any time after the Holders of the required
percentages of Bonds shall have filed their consents to the Supplemental Resolution, the Trustee shall make and file
with the District and the Trustee a written statement that the Holders of such required percentages of Bonds have filed
such consents. Such written statement shall be conclusive that such consents have been so filed. At any time thereafter
notice, stating in substance that the Supplemental Resolution (which may be referred to as Supplemental Resolution
adopted by the District on a stated date, a copy of which is on file with the Trustee) has been consented to by the
Holders of the required percentages of Bonds and will be effective as provided in this paragraph, may be given to



Bondholders by the District by mailing such notice to Bondholders (but failure to mail such notice shall not prevent
such Supplemental Resolution from becoming effective and binding as provided in this paragraph) and by publishing
the same in the Authorized Newspapers at least once not more than 90 days after the Holders of the required
percentages of Bonds shall have filed their consents to the Supplemental Resolution and the written statement of the
Trustee hereinabove provided for is filed. The District shall file with the Trustee proof of the publication of such notice
and, if the same shall have been mailed to Bondholders, of the mailing thereof. A record, consisting of the papers
required or permitted by this paragraph to be filed with the Trustee, shall be proof of the matters therein stated. Such
Supplemental Resolution making such amendment or modification shall be deemed conclusively binding upon the
District, the Fiduciaries and the Holders of all Bonds at the expiration of 40 days after the filing with the Trustee of
the proof of the first publication of such last mentioned notice, except in the event of a final decree of a court of
competent jurisdiction setting aside such Supplemental Resolution in a legal action or equitable proceeding for such
purpose commenced within such 40 day period; provided, however, that any Fiduciary and the District during such
40 day period and any such further period during which any such action or proceeding may be pending shall be entitled
in their absolute discretion to take such action, or to refrain from taking such action, with respect to such Supplemental
Resolution as they may deem expedient.

(Resolution, Sections 11.02 and 11.03).
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APPENDIX C — FORMS OF BOND OPINIONS AND SPECIAL TAX COUNSEL OPINIONS

[UPON DELIVERY OF THE 2023 SERIES B BONDS, CHIESA SHAHINIAN & GIANTOMASI PC, BOND
COUNSEL, IS EXPECTED TO RENDER ITS APPROVING LEGAL OPINION IN SUBSTANTIALLY THE
FOLLOWING FORM]

[CLOSING DATE]

Board of Directors

Salt River Project Agricultural
Improvement and Power District
Tempe, Arizona 85281

Ladies and Gentlemen:

We have examined the Constitution and statutes of the State of Arizona, certified copies of the proceedings of the
Board of Directors of the Salt River Project Agricultural Improvement and Power District (the “District”) and other
proofs submitted to us relative to the issuance and sale by the District, a body politic and corporate and political
subdivision of the State of Arizona, of $650,000,000 Salt River Project Electric System Revenue Bonds, 2023 Series
B (the “2023 Series B Bonds”).

The 2023 Series B Bonds consist of bonds bearing interest at fixed rates. The 2023 Series B Bonds are dated the
date hereof and mature and bear interest at the times and rates shown on the inside front cover of the Official Statement
dated, November 7, 2023 relating to the 2023 Series B Bonds, and in the manner and upon the terms provided therein
and in the Resolutions (as hereinafter defined). The 2023 Series B Bonds are subject to redemption prior to maturity
as provided in the Resolutions.

We have also examined the form of said 2023 Series B Bonds.

We are of the opinion that such proceedings and proofs show lawful authority for the issuance and sale of the 2023
Series B Bonds pursuant to the Constitution and statutes of the State of Arizona, including particularly Title 48,
Chapter 17, Article 7, Arizona Revised Statutes, and other applicable provisions of law, and pursuant and subject to
the provisions, terms and conditions of a resolution, dated as of September 10, 2001, which became effective January
11, 2003, entitled “Supplemental Resolution Authorizing an Amended and Restated Resolution Concerning Revenue
Bonds” as amended and supplemented, and a resolution dated as of October 30, 2023 entitled “Resolution Authorizing
The Issuance and Sale of Not Exceeding $650,000,000 in Par Value Salt River Project Electric System Revenue
Bonds, 2023 Series B of the Salt River Project Agricultural Improvement and Power District, and Providing for the
Form, Details and Terms Thereof” and an Officer’s Certificate dated as of the sale date of the 2023 Series B Bonds
(collectively, the “Resolutions”), all duly adopted or executed by the District, as applicable, and that the 2023 Series
B Bonds are valid and legally binding special obligations of the District.

We are further of the opinion that the District, in the Resolutions, has lawfully covenanted and is legally obligated
to charge and collect, and revise from time to time whenever necessary, such fees and other charges for the sale of
electric power and energy which will be sufficient in each year to pay the necessary expenses of operating and
maintaining the District’s electric system, the principal of and interest on the 2023 Series B Bonds and all other
indebtedness maturing and becoming due in such year, and all reserve or other payments required by the Resolutions
in such year, subject to restrictions, if any, imposed by or on behalf of the United States of America, all in the manner
provided in the Resolutions.

We are further of the opinion that the 2023 Series B Bonds, and the outstanding Electric System Revenue Bonds
heretofore issued pursuant to the Resolutions, as to principal or redemption price thereof and interest thereon are
payable on a parity from and secured by a valid and equal pledge of the revenues of the District’s electric system and
other funds held or set aside under the Resolutions. Such pledge is subject and subordinate to the pledges and liens
created by United States of America loan agreements hereafter entered into by the District, all in the manner provided
in the Resolutions.
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We are further of the opinion that the District may, within the terms, limitations and conditions contained in the
Resolutions, issue pari passu additional Electric System Revenue Bonds payable from the revenues derived from the
District’s electric system, ranking equally as to lien on and source and security for payment from the revenues derived
from the District’s electric system, with the 2023 Series B Bonds and any pari passu additional Electric System
Revenue Bonds heretofore or hereafter issued, all in the manner provided in the Resolutions.

We are further of the opinion that the District has validly entered into further covenants and agreements with the
holders of the 2023 Series B Bonds for the exact terms of which reference is made to the Resolutions.

The foregoing opinions are subject to the effect of bankruptcy, reorganization, moratorium and other similar laws,
judicial decisions and principles of equity relating to or affecting the enforcement of creditors’ rights or contractual
obligations generally and judicial discretion.

This opinion letter is issued as of the date hereof and is subject to the assumptions and qualifications set forth
herein, and we assume no obligation to update, revise or supplement this opinion to reflect any facts or circumstances
that may hereafter come to our attention, or any changes in law, or in interpretations thereof, that may hereafter occur,
or for any other reason whatsoever.

In rendering the foregoing opinions we have made a review of those laws and regulations and legal proceedings
that, in our experience, are normally deemed necessary to approve the legality of the 2023 Series B Bonds. In rendering
the foregoing opinions we have not been requested to examine any document or financial or other information
concerning the District or the projects to be financed with the 2023 Series B Bonds other than the record of proceedings
referred to above, and we express no opinion as to the accuracy, adequacy or sufficiency of any financial or other
information which has been or will be supplied to purchasers of the 2023 Series B Bonds.

Very truly yours,



[UPON DELIVERY OF THE 2023 SERIES B BONDS, NIXON PEABODY LLP SPECIAL TAX COUNSEL, IS
EXPECTED TO RENDER ITS LEGAL OPINION IN SUBSTANTIALLY THE FOLLOWING FORM]

[CLOSING DATE]

Board of Directors

Salt River Project Agricultural
Improvement and Power District
Tempe, Arizona 85281

Ladies and Gentlemen:

We have acted as Special Tax Counsel to the Salt River Project Agricultural Improvement and Power District (the
“District”) in connection with the issuance by the District on the date hereof of $650,000,000 Salt River Project
Electric System Revenue Bonds, 2023 Series B (the “2023 Series B Bonds™).

In connection with such representation, in our capacity as Special Tax Counsel to the District, we have examined
copies of (i) a resolution, dated as of September 10, 2001, which became effective January 11, 2003, entitled
“Supplemental Resolution Authorizing an Amended and Restated Resolution Concerning Revenue Bonds” as
amended and supplemented, (ii) a resolution dated as of October 30, 2023 entitled “Resolution Authorizing The
Issuance and Sale of Not Exceeding $650,000,000 in Par Value Salt River Project Electric System Revenue Bonds,
2023 Series B of the Salt River Project Agricultural Improvement and Power District, and Providing for the Form,
Details and Terms Thereof” (collectively, the “Resolutions”), (iii) the opinions of Chiesa Shahinian & Giantomasi
PC, bond counsel to the District (“Bond Counsel”) and opinions of counsel to the District, of even date herewith, (iv)
the Tax Certificate as to Arbitrage and The Provisions of Sections 141-150 of the Internal Revenue Code of 1986 (the
“Tax Certificate”) and (v) originals, executed counterparts or copies of such other agreements, legal opinions,
documents, proceedings, records, instruments, certificates and certificates of public authorities and have reviewed
such matters of law as we have deemed necessary for the purpose of providing this opinion (collectively, the
“Reviewed Materials”). In rendering the opinions set forth below, we have relied upon the approving opinions of Bond
Counsel delivered on even date herewith, relating among other things to the validity of the 2023 Series B Bonds.

The Internal Revenue Code of 1986, as amended (the “Code”) sets forth certain requirements which must be met
subsequent to the issuance and delivery of the 2023 Series B Bonds for interest thereon to be and remain excluded
from gross income for federal income tax purposes. Noncompliance with such requirements could cause the interest
on the 2023 Series B Bonds to be included in gross income for federal income tax purposes retroactive to the date of
issuance of the 2023 Series B Bonds. Pursuant to the Resolutions, the District has covenanted to comply with the
provisions of the Code applicable to the 2023 Series B Bonds, and has covenanted not to take any action or permit
any action that would cause the interest on the 2023 Series B Bonds to be included in gross income under Section 103
of the Code. In addition, the District has made certain certifications and representations in the Tax Certificate. We
have not independently verified the accuracy of those certifications and representations.

Based upon our review of the Reviewed Materials and the assumption that the execution, delivery and performance,
as applicable, of the Reviewed Materials by each of the parties thereto are within such party’s powers and have been
duly authorized by all necessary action, we are of the opinion that, under existing law and assuming compliance with
the tax covenants described herein, and the accuracy of the aforementioned certifications and representations:

1. Interest on the 2023 Series B Bonds (including any original issue discount properly allocable thereto) is
excluded from gross income of the owners thereof for federal income tax purposes under Section 103 of the Code.

2. Interest on the 2023 Series B Bonds is not treated as a preference item in calculating the alternative minimum
tax imposed under the Code; for taxable years beginning after December 31, 2022, interest on the 2023 Series B Bonds
will be taken into account in computing the alternative minimum tax imposed on certain corporations under the Code

to the extent that such interest is included in the “adjusted financial statement income” of such corporations; and

3. Interest on the Bonds is exempt from income taxes imposed by the State of Arizona.
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Except as stated above, we express no opinion as to any other federal or state tax consequences of the ownership or
disposition of the Bonds. Furthermore, we express no opinion as to any federal, state or local tax law consequences
with respect to the Bonds, or the interest thereon, if any action is taken with respect to the Bonds or the proceeds
thereof upon the advice or approval of other counsel.

Very truly yours,
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APPENDIX D — Form of Continuing Disclosure Agreement

CONTINUING DISCLOSURE AGREEMENT
Between

SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT AND
POWER DISTRICT

and
U.S. BANK TRUST COMPANY, NATIONAL ASSOCIATION
as trustee

$650,000,000

Salt River Project Electric System Revenue Bonds
2023 Series B
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THIS CONTINUING DISCLOSURE AGREEMENT (this “Agreement”), dated as of November 21,
2023, by and between the Salt River Project Agricultural Improvement and Power District (the “District”), an
agricultural improvement district duly organized and existing under Title 48, Chapter 17 of the laws of the State of
Arizona, A.R.S. sections 48-2301, et seq. (the “Act”) and U.S. Bank Trust Company, National Association, Phoenix,
Arizona, as trustee (the “Trustee”) for the $650,000,000 Salt River Project Electric System Revenue Bonds, 2023
Series B (the “Bonds”) to be issued by the District;

WITNESSETH:

WHEREAS, the District intends to issue the Bonds under and pursuant to (i) the Act and (ii) the District’s
Supplemental Resolution, dated as of September 10, 2001 Authorizing an Amended and Restated Resolution
Concerning Revenue Bonds, which became effective January 11, 2003, as amended and supplemented (the
“Resolution”);

WHEREAS, on June 28, 1989, the Securities and Exchange Commission adopted Rule 15¢2-12 (“Rule
15¢2-12”), as has been, and may be amended, from time to time;

WHEREAS, Rule 15¢2-12 requires that prior to acting as a broker, dealer or municipal securities dealer (the
“Participating Underwriter””) for the Bonds, a Participating Underwriter must comply with the provisions of Rule
15¢2-12;

WHEREAS, Rule 15¢2-12 further provides, among other things, that a Participating Underwriter shall not
purchase or sell the District’s Bonds unless the Participating Underwriter has reasonably determined that the District
and any “obligated person” (within the meaning of Rule 15¢2-12, as amended) have undertaken, either individually
or in combination with others, in a written agreement for the benefit of Bondholders, to provide certain information
relating to the District, any “obligated person” and the Bonds, to EMMA described herein below;

WHEREAS, this Agreement is being executed and delivered by the District and the Trustee for the benefit
of the Bondholders, the Beneficial Owners of the Bonds and the Trustee in order to comply with Rule 15¢2-12;

WHEREAS, the District hereby agrees to provide the information described herein below with respect to
itself;,

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein contained, the
District and the Trustee agree as follows:

Section 1. Definitions

“Association” shall mean the Salt River Valley Water Users’ Association, predecessor to the District, duly
incorporated February 9, 1903 under the laws of the Territory of Arizona.

“Annual Financial Information” shall mean the information specified in Section 3 hereof.

“Audited Financial Statements” shall mean the annual financial statements specified in Section 4 hereof.

“Beneficial Owner” shall mean any person which (a) has the power, directly or indirectly, to vote or consent
with respect to, or to dispose of ownership of, any of the Bonds (including persons holding Bonds through nominees,

depositories or other intermediaries), or (b) is treated as the owner of any Bonds for federal income tax purposes.

“Bondholder” or “Holder” shall mean any registered owner of Bonds and any Beneficial Owner of Bonds
who provides evidence satisfactory to the Trustee of such status.

“EMMA” shall mean the Electronic Municipal Market Access system operated by the MSRB for municipal
securities disclosures.
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“Financial Obligation” shall mean a (i) debt obligation, (ii) derivative instrument entered into in connection
with, or pledged as security or a source of payment for, an existing or planned debt obligation, or (iii) guarantee of (i)
or (ii), but shall not include any municipal securities (as defined in the Securities and Exchange Act of 1934, as
amended) as to which a final official statement (as defined in Rule 15¢2-12) has been provided to the MSRB consistent
with Rule 15¢2-12.

“Independent Accountant” shall mean, with respect to the District, any firm of certified public accountants
appointed by the District.

“MSRB” shall mean the Municipal Securities Rulemaking Board.

“Official Statement” shall mean the final official statement of the District relating to the Bonds, dated
November 7, 2023, as may be amended or supplemented.

“Rule 15¢2-12” shall mean Rule 15¢2-12(b)(5) adopted by the Securities Exchange Commission under the
Securities Exchange Act of 1934, as may be amended from time to time, as amended through the date of this
Agreement.

“State” shall mean the State of Arizona.

Capitalized terms not otherwise defined herein shall have the meaning ascribed thereto in the Resolution.
Section 2.  Obligation to Provide Continuing Disclosure

The District hereby undertakes for the benefit of the Holders of the Bonds to provide:

A. to EMMA in an electronic format, accompanied by identifying information, in accordance with the rules and
procedures set forth from time to time by the MSRB, no later than 180 days after the end of each fiscal year
of the District, commencing with the fiscal year ending April 30, 2024:

1. the Annual Financial Information relating to such fiscal year together with the Audited Financial
Statements for such fiscal year if audited financial statements are then available; provided, however,
that if Audited Financial Statements are not then available, the unaudited financial statements, which
may be combined with the financial information of the Association, shall be submitted with the Annual
Financial Information, and the Audited Financial Statements shall be delivered to EMMA in
accordance with the rules and procedures set forth from time to time by the MSRB, when they become
available (but in no event later than 350 days after the end of such fiscal year); or

2. notice to EMMA in accordance with the rules and procedures set forth from time to time by the MSRB,
of'the District’s failure, if any, to provide any of the information described in Section A.1. hereinabove;

B. to EMMA in an electronic format, accompanied by identifying information, in accordance with the rules and
procedures set forth from time to time by the MSRB, within ten (10) business days after the occurrence of
any of the following events, notice of any of the following events with respect to the Bonds:

1. principal and interest payment delinquencies;

2. non-payment related default, if material,

3. unscheduled draws on debt service reserves reflecting financial difficulties;
4. unscheduled draws on credit enhancements reflecting financial difficulties;

5. substitution of credit or liquidity providers or their failure to perform;
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6. adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final determinations
of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material notices or
determinations with respect to the tax status of the Bonds or other material events affecting the tax
status of the Bonds;

7. modifications to the rights of Bondholders, if material;

8. Bond calls, if material, and tender offers;

9. defeasances;

10. release, substitution, or sale of property securing repayment of the Bonds, if material;
11. rating changes;

12. bankruptcy, insolvency, receivership or similar event of the District”;

13. the consummation of a merger, consolidation or acquisition involving the District or the sale of all or
substantially all of the assets of the District, other than in the ordinary course of business, the entry
into a definitive agreement to undertake such an action or the termination of a definitive agreement
relating to any such actions, other than pursuant to its terms, if material;

14. appointment of a successor or additional trustee or the change of name of a trustee for the Bonds, if
material;

15. incurrence of a Financial Obligation of the District, if material, or agreement to covenants, events of
default, remedies, priority rights, or other similar terms of a Financial Obligation of the District, any
of which effect Bondholders, if material; and

16. default, event of acceleration, termination event, modification of terms, or other similar events under
the terms of a Financial Obligation of the District, any of which reflect financial difficulties.

The District shall notify the Trustee upon the occurrence of any of the sixteen events listed in this Section
2.B. promptly upon becoming aware of the occurrence of any such event. The Trustee shall not be deemed to have
become aware of the occurrence of any such event unless an officer in its corporate trust department actually becomes
aware of the occurrence of any such event. The District shall notify the Trustee upon the transmittal of any such
information.

Nothing in this Agreement shall prevent the District from disseminating any information in addition to that
required hereunder. If the District disseminates any such additional information, nothing herein shall obligate the
District to update such information or include it in any future materials disseminated.

* For the purposes of the event identified in clause (12), the event is considered to occur when any of the following
occur: the appointment of a receiver, fiscal agent or similar officer for the District in a proceeding under the U.S.
Bankruptcy Code or in any other proceeding under state or federal law in which a court or governmental authority has
assumed jurisdiction over substantially all of the assets or business of the District, or if such jurisdiction has been
assumed by leaving the existing governmental body and officials or officers in possession but subject to the
supervision and orders of a court or governmental authority, or the entry of an order confirming a plan of
reorganization, arrangement or liquidation by a court or governmental authority having supervision or jurisdiction
over substantially all of the assets or business of the District.
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Section 3. Annual Financial Information

Annual Financial Information shall include updated financial and operating information, in each case updated
through the last day of the District’s prior fiscal year unless otherwise noted, relating to the following information
contained in the Official Statement:

(1) information as to any changes in the District’s projected peak loads and resources in substantially the
same level of detail as found in Table 2 under the heading “THE ELECTRIC SYSTEM - Projected
Peak Loads and Resources”;

(i1) an update of the information listing District power sources and participation interests in power
generating facilities in substantially the same level of detail found in Table 3 and Table 4 under the
heading “THE ELECTRIC SYSTEM - Existing and Future Resources”;

(iii) information as to any changes or proposed changes in the electric prices charged by the District in
substantially the same level of detail as found under the heading “ELECTRIC PRICES”;

(iv) an update of the information relating to customer base and classification, electric power sales, and
the District’s revenues and expenses in substantially the same level of detail found in Table 7 and
Table 8 under the heading “SELECTED OPERATIONAL AND FINANCIAL DATA - Customers,
Sales, Revenues and Expenses”;

(v) (a) information as to the authorization or issuance by the District of any notes, other obligations, or
parity indebtedness in substantially the same level of detail as found under the heading “SELECTED
OPERATIONAL AND FINANCIAL DATA - Additional Financial Matters” and (b) a statement of
any default under such notes, other obligations or parity indebtedness;

(vi) (a) information as to the outstanding balances and required debt service on any United States
Government Loans and (b) a statement of any default with respect to such loans;

(vii) (a) an update, if any, summarizing the District’s discussions of operations in substantially the same
level of detail as found under the heading “SELECTED OPERATIONAL AND FINANCIAL
DATA - Additional Financial Matters,” or (b) an annual report;

(viii) (a) an update of the balance in the Debt Reserve Account and (b) an update of all information
relating to actual debt service requirements and coverages for outstanding revenue bonds and other
prior and parity debt obligations in substantially the same level of detail as found in Tables 11 and
12 under the heading “SELECTED OPERATIONAL AND FINANCIAL DATA — Additional
Financial Matters - Outstanding Revenue Bond Long-Term Indebtedness”; and

(ix) such narrative explanation as may be necessary to avoid misunderstanding and to assist the reader in
understanding the presentation of financial information and operating data concerning, and in
judging the financial condition of, the District.

Any or all of the items listed above may be incorporated by reference from other documents, including
official statements pertaining to debt issued by the District, which have been submitted to EMMA in accordance with
the rules and procedures set forth from time to time by the MSRB. If the document incorporated by reference is a final
official statement (within the meaning of Rule 15¢2-12), it must also be available from the MSRB. The District shall
clearly identify each such other document so incorporated by reference. It is sufficient for the purposes of Rule 15¢2-
12 and this Agreement that the Annual Financial Information to be provided pursuant to Section 2.A. and Section 3
hereof be submitted to EMMA in accordance with the rules and procedures set forth from time to time by the MSRB
no more than once annually.

The requirements contained in this Section 3 are intended to set forth a general description of the type of
financial information and operating data to be provided; such descriptions are not intended to state more than general
categories of financial information and operating data; and where the provisions of this Section 3 call for information
that no longer can be generated or is no longer relevant because the operations to which it related have been materially
changed or discontinued, a statement to that effect shall be provided.

Section 4. Financial Statements
The District’s annual financial statements for each fiscal year shall be prepared in accordance with generally

accepted accounting principles in effect from time to time. Such financial statements shall be audited by an
Independent Accountant. The annual financial statements are presented on a combined basis including the financial
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information of both the District and the Association. All or any portion of audited or unaudited financial statements
may be incorporated by specific reference to any other documents which have been filed with EMMA in accordance
with the rules and procedures set forth from time to time by the MSRB; provided, however, that if the document is an
official statement, it shall have been filed with the MSRB and need not have been filed elsewhere.

Section 5. Remedies

If the District shall fail to comply with any provision of this Agreement, then the Trustee or any Holder may,
but shall not be obligated to, enforce, for the equal benefit and protection of all Holders similarly situated, by
mandamus or other suit or proceeding at law or in equity, this Agreement against the District and any of the officers,
agents and employees of the District, and may compel the District or any such officers, agents or employees to perform
and carry out their duties under this Agreement; provided, however, that the sole remedy hereunder shall be limited
to an action to compel specific performance of the obligations of the District hereunder and no person or entity shall
be entitled to recover monetary damages hereunder under any circumstances; provided, further, that any challenge
to the adequacy of any information provided pursuant to Section 2 shall be brought only by the Trustee or the Holders
of 25% of the aggregate principal amount of the Bonds then outstanding which are affected thereby. Failure to comply
with any provision of this Agreement shall not constitute an Event of Default under the Resolution.

Section 6. Parties in Interest

This Agreement is executed and delivered for the sole benefit of the Holders, the Beneficial Owners and the
Trustee. No other person shall have any right to enforce the provisions hereof or any other rights hereunder.

Section 7. Termination

This Agreement shall remain in full force and effect until such time as all principal, redemption premiums,
if any, and interest on the Bonds shall have been paid in full or legally defeased pursuant to the Resolution (a “Legal
Defeasance”); provided, however, that if Rule 15¢2-12 (or successor provision) shall be amended, modified or
changed so that all or any part of the information currently required to be provided thereunder shall no longer be
required to be provided thereunder, then this Agreement shall be amended to provide that such information shall no
longer be required to be provided hereunder; and provided, further, that if and to the extent Rule 15¢2-12 (or
successor provision), or any provision thereof, shall be declared by a court of competent and final jurisdiction to be,
in whole or in part, invalid, unconstitutional, null and void or otherwise inapplicable to the Bonds, then the information
required to be provided hereunder, insofar as it was required to be provided by a provision of Rule 15¢2-12 so declared,
shall no longer be required to be provided hereunder. Upon any Legal Defeasance, the District shall provide notice of
such defeasance to EMMA in accordance with the rules and procedures set forth from time to time by the MSRB.
Such notice shall state whether the Bonds have been defeased to maturity or to redemption and the timing of such
maturity or redemption. Upon any other termination pursuant to this Section 7, the District shall provide notice of
such termination to EMMA in accordance with the rules and procedures set forth from time to time by the MSRB.

Section 8. Amendment; Change; Modification
Without the consent of any Holders (except to the extent expressly provided below), the District and the
Trustee at any time and from time to time may enter into any amendments or changes to this Agreement for any of
the following purposes:
(1) to comply with or conform to Rule 15¢2-12 or any amendments thereto or authoritative interpretations
thereof by the Securities Exchange Commission or its staff (whether required or optional) which are

applicable to this Agreement;

(ii) to add a dissemination agent for the information required to be provided hereby and to make any necessary
or desirable provisions with respect thereto;

(iii) to evidence the succession of another person to the District and the assumption by any such successor of the
covenants of the District hereunder;
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(iv) to add to the covenants of the District for the benefit of the Holders, or to surrender any right or power herein
conferred upon the District; or

(v) forany other purpose as a result of a change in circumstances that arises from a change in legal requirements,
change in law, or change in the identity, nature, or status of the District, or type of business conducted;
provided that (1) this Agreement, as amended, would have complied with the requirements of Rule 15¢2-
12 at the time of the offering of the Bonds, after taking into account any amendments or authoritative
interpretations of Rule 15¢2-12, as well as any change in circumstances, (2) the amendment or change either
(a) does not materially impair the interest of Holders, as determined by bond counsel, or the interest of the
Trustee or (b) is approved by the vote or consent of Holders of a majority in outstanding principal amount
of the Bonds affected thereby at or prior to the time of such amendment or change and (3) the Trustee
receives an opinion of bond counsel that such amendment is authorized or permitted by this Agreement.

The Annual Financial Information for any fiscal year containing any amendment to the operating data or
financial information for such fiscal year shall explain, in narrative form, the reasons for such amendment and the
impact of the change on the type of operating data or financial information in the Annual Financial Information being
provided for such fiscal year. If a change in accounting principles is included in any such amendment, such Annual
Financial Information, respectively, shall present a comparison between the financial statements or information
prepared on the basis of the amended accounting principles. Such comparison shall include a qualitative discussion of
the differences in the accounting principles and the impact of the change in the accounting principles on the
presentation of the financial information. To the extent reasonably feasible such comparison shall also be quantitative.
A notice of any such change in accounting principles shall be sent to EMMA in accordance with the rules and
procedures set forth from time to time by the MSRB.

Section 9. Duties of the Trustee

A. The duties of the Trustee under this Agreement shall be limited to those expressly assigned to it hereunder.
The District agrees to indemnify and save harmless the Trustee and its officers, directors, employees and
agents, for, from and against any loss, expense and liabilities that it may incur arising out of or in the exercise
or performance of its powers and duties hereunder, including the costs and expenses (including reasonable
attorneys’ fees and expenses) of defending against any claim of liability, but excluding liabilities due to the
Trustee’s gross negligence or willful misconduct. The obligations of the District under this Section 9 shall
survive resignation or removal of the Trustee, payment of the Bonds or termination of this Agreement.

B. No earlier than one day, nor later than 30 days, following the end of each fiscal year of the District (ending
April 30, unless the District notifies the Trustee otherwise), the Trustee will notify the District of its obligation
to provide the Annual Financial Information in the time and manner described herein; provided, however,
that any failure by the Trustee to notify the District under this Section 9.B shall not affect the District’s
obligation hereunder, and the Trustee shall not be responsible in any way for such failure.

C. The Trustee shall be under no obligation to report any information to EMMA or any Holder. If an officer of
the Trustee obtains actual knowledge of the occurrence of an event described in Section 2.B.1. through
2.B.16. hereunder, whether or not such event is material, the Trustee will notify the District of such
occurrence; provided, however, that any failure by the Trustee to notify the District under this Section 9
shall not affect the District’s obligation hereunder, and the Trustee shall not be responsible in any way for
such failure.

Section 10. Governing Law

THIS AGREEMENT SHALL BE GOVERNED BY THE LAWS OF THE STATE DETERMINED
WITHOUT REGARD TO PRINCIPLES OF CONFLICT OF LAW, AND THE LAWS OF THE UNITED STATES
OF AMERICA, AS APPLICABLE. Any action for enforcement of this Agreement shall be taken in a state or federal
court, as appropriate, located in Maricopa County, Arizona. To the fullest extent permitted by law, the District and the
Trustee each hereby irrevocably waives any and all rights to a trial by jury, and covenants and agrees that it will not
request a trial by jury, with respect to any legal proceeding arising out of or relating to this Agreement.
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Section 11.  Counterparts

This Agreement may be executed in several counterparts, each of which shall be an original and all of which
shall constitute but one and the same instrument.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by their duly
authorized officers as of the date first above written.

SALT RIVER PROJECT AGRICULTURAL
IMPROVEMENT AND POWER DISTRICT

By:

Brian J. Koch
Senior Director of Financial
Services and Corporate Treasurer

U.S. BANK TURST COMPANY, NATIONAL ASSOCIATION
as Trustee

By:

Keith Henselen
Vice President

[SIGNATURE PAGE TO CONTINUING DISCLOSURE AGREEMENT]
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APPENDIX E — Book-Entry-Only System

The Depository Trust Company (“DTC”), New York, New York, will act as securities depository for the 2023
Series B Bonds. Reference to the 2023 Series B Bonds hereunder shall mean all 2023 Series B Bonds held through
DTC. The 2023 Series B Bonds will be issued as fully-registered bonds registered in the name of Cede & Co. (DTC’s
partnership nominee) or such other name as may be requested by an authorized representative of DTC. One fully-
registered Bond certificate will be issued for each maturity of the 2023 Series B Bonds, each in the aggregate principal
amount of such maturity.

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the Federal
Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code and a
“clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC
holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity, corporate and municipal
debt issues, and money market instruments (from over 100 countries) that DTC’s participants (“Direct Participants™)
deposit with DTC. DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities
transactions in deposited securities through electronic computerized book-entry transfers and pledges between Direct
Participants’ accounts. This eliminates the need for physical movement of securities certificates. Direct Participants
include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations and
certain other organizations. DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation
(“DTCC”). DTCC is the holding company for DTC National Securities Clearing Corporation and Fixed Income
Clearing Corporation, all of which are registered clearing agencies. DTCC is owned by the users of its regulated
subsidiaries. Access to the DTC system is also available to both U.S. and non-U.S. securities brokers and dealers,
bank trust companies and clearing corporations that clear through or maintain a custodial relationship with a Direct
Participant, either directly or indirectly (“Indirect Participants”). DTC has a Standard & Poor’s rating: of AA+. The
DTC Rules applicable to its Participants are on file with the Securities and Exchange Commission. More information
about DTC can be found at www.dtcc.com.

Purchases of the 2023 Series B Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the 2023 Series B Bonds on DTC’s records. The ownership interest of each actual
purchaser of each 2023 Series B Bond (a “Beneficial Owner”) is in turn to be recorded on the Direct and Indirect
Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their purchase. Beneficial
Owners are, however, expected to receive written confirmations providing details of the transaction, as well as periodic
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into
the transaction. Transfers of ownership interests in the 2023 Series B Bonds are to be accomplished by entries made
on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial Owners will not
receive certificates representing their ownership interests in the 2023 Series B Bonds, except in the event that use of
the book-entry system for the 2023 Series B Bonds is discontinued.

To facilitate subsequent transfers, all 2023 Series B Bonds deposited by Direct Participants with DTC are
registered in the name of DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an
authorized representative of DTC. The deposit of 2023 Series B Bonds with DTC and their registration in the name
of Cede & Co. or such other DTC nominee do not affect any change in beneficial ownership. DTC has no knowledge
of the actual Beneficial Owners of the 2023 Series B Bonds; DTC’s records reflect only the identity of the Direct
Participants to whose accounts such 2023 Series B Bonds are credited, which may or may not be the Beneficial
Owners. The Direct Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect
Participants and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to DTC. If less than all of the 2023 Series B Bonds are being redeemed, DTC’s

practice is to determine by lot the amount of the interest of each Direct Participant in such Offered Bond to be
redeemed.
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Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the 2023 Series B
Bonds unless authorized by a Direct Participant in accordance with DTC's MMI Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to the District as soon as possible after the record date. The Omnibus Proxy
assigns Cede & Co.’s consenting or voting rights to those Direct Participants to whose accounts the 2023 Series B
Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Redemption proceeds and principal and interest payments on the 2023 Series B Bonds will be made to Cede &
Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit
Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the District on
the payment date in accordance with their respective holdings shown on DTC’s records. Payments by Participants to
Beneficial Owners will be governed by standing instructions and customary practices, as is the case with securities
held for the accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such
Participant and not of DTC, the Trustee or the District, subject to any statutory or regulatory requirements as may be
in effect from time to time. Payment of redemption proceeds and principal and interest payments to Cede & Co. (or
such other nominee as may be requested by an authorized representative of DTC) is the responsibility of the District
or the Trustee, disbursement of such payments to Direct Participants shall be the responsibility of DTC, and
disbursement of such payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the 2023 Series B Bonds at any time by
giving reasonable notice to the District. Under such circumstances, in the event that a successor depository is not
obtained, Offered Bond certificates are required to be printed and delivered.

The District may decide to discontinue use of the system of book-entry-only transfers through DTC (or a successor
securities depository). In that event, Offered Bond certificates will be printed and delivered to DTC.

The information in Appendix E concerning DTC and DTC’s book-entry system has been obtained from sources
that the District believes to be reliable, but the District takes no responsibility for the accuracy thereof.

No assurance can be given by the District that DTC will make prompt transfer of payments to the Participants or
that Participants will make prompt transfer of payments to Beneficial Owners. The District is not responsible or liable
for payment by DTC or Participants or for sending transaction statements or for maintaining, supervising or reviewing
records maintained by DTC or Participants.

For every transfer and exchange of the 2023 Series B Bonds, the Beneficial Owners may be charged a sum
sufficient to cover any tax, fee or other charge that may be imposed in relation thereto.

Unless otherwise noted, certain of the information contained in this Appendix E has been extracted from

information furnished by DTC. The District does not make any representation as to the completeness or the accuracy
of such information or as to the absence of material adverse changes in such information subsequent to the date hereof.
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APPENDIX F — 2035 Sustainability Goals

SRP is a community-based not-for-profit water and power company, and we’re committed to building a sustainable
future in the Valley. SRP’s 2035 Sustainability Goals are about making decisions through the eyes of future
generations, balancing costs and impacts while providing reliable, sustainable water and power for today and
tomorrow. Please find below links to SRP Sustainability Overview, FY22 Progress Update, and 2035 Sustainability
Goals FY21 — FY25 Action Plan.

Links:
e  SRP Sustainability overview | SRP (srpnet.com)
e FY22 Progress update | SRP (srpnet.com)
e 2035 Sustainability Goals FY21 - FY25 Action Plan | SRP (srpnet.com)

F-1



(This page intentionally left blank)



APPENDIX G — Customer and Community Programs

Links:
Energy efficiency and customer incentives:
e Residential rebates | SRP (savewithsrp.com)
e Savings rebates and tools for businesses | SRP (savewithsrpbiz.com)
e  SRP marketplace | SRP (srpmarketplace.com)
Community support/education:
e  Grants and corporate contributions | SRP (srpnet.com)
e  Offering support for teachers | SRP (srpnet.com)
Customer resources:
e SRP financial assistance | SRP (srpnet.com
e Limited-income assistance programs | SRP (srpnet.com)
Safety:
e Power outages and storm safety | SRP (srpnet.com)
Water and pool safety tools, tips and resources | SRP (srpnet.com)
Electrical safety tips for home and work | SRP (srpnet.com)
Overhead and underground power line safety | SRP (srpnet.com)
Contact SRP to trim trees near power lines | SRP (srpnet.com)
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