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SRP Fiscal Year 2010 As of  Oct .  31	 Thousands — Unaudi ted

A s s e t s 	 FY10	 FY09

Utility plant, at original cost	 $ 		12,088,331			  	$ 11,287,496 
Less – Accumulated depreciation			   5,141,432  				  4,838,387  

			   6,946,899			 	 6,449,109 

Other property and investments			   1,175,413  				  1,039,430  

Current Assets

Cash and cash equivalents			   466,005  				  151,054
Temporary investments			   114,070  				  224,837 
Current portion of segregated funds			   268,282  				  187,118 
Receivables, net			   329,960  				  301,409 
Fuel stocks			   62,020  				  31,227 
Materials and supplies			   135,962  				  126,912  
Other			   38,803  				  59,776 

			   1,415,102  				  1,082,333  

Deferred charges			   860,401  				  686,919 

TOTAL ASSETS 	 $ 	 10,397,815			  $	 9,257,791

  

S R P   C o m b i n e d  B a l a n c e  S h e e t s

As of  Oct .  31	 Thousands — Unaudi ted

C a p i t a l i z a t i o n   
a n d  L i a b i l i t i e s 		  FY10			   FY09

Capitalization

Accumulated net revenues, 
  beginning of year	 $	 3,591,813 	 $	3,838,835 
 
Year-to-date net revenues			   550,959	  	     (16,395)

Accumulated net revenues	  	 4,142,772 		  3,822,440  

Long-term debt		  4,154,431 		  3,202,552 

		  8,297,203 		  7,024,992  

Current Liabilities

Current portion of long-term debt			   132,645 			   170,697
Commercial paper			   50,000 			   475,000
Accounts payable			   156,903 			   148,835
Accrued taxes and tax equivalents			   48,625			   56,910
Accrued interest			   66,613			       58,976
Customers’ deposits			   82,517			   79,360
Other			   342,469			    237,601

			   879,772		  1,227,379

Deferred credits		  1,220,840			  1,005,420

TOTAL CAPITALIZATION & LIABILITIES	 $	10,397,815    	$  9,257,791

These unaudited financial statements should be read in conjunction with the Notes to Combined 
Financial Statements appearing in the SRP 2009 Annual Report. For comparative purposes, certain 
prior-year amounts have been reclassified to conform with the current-year presentation.
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Total Sales — second Quarter FY10
(Percent  by kWh)

Electric operating revenues — second Quarter FY10
(Percent  by service c lass)

Residential 42%

Commercial/
Small Industrial 31%

Wholesale 19%

Large Industrial/
Mines/Other 8%

Residential 51%

Commercial/
Small Industrial 33%     

Wholesale 7%
Large Industrial/
Mines/Other 9%

S a l t  R i v e r  P r o j e c t  C o m b i n e d  

S t a t e m e n t s  o f  N e t  R e v e n u e s
	 Three months ended 	 Six months ended
Thousands — Unaudi ted	 Oct.  31		  Oct.  31 	

	 FY10	 FY09	 FY10	 FY09

Operating Revenues
Retail electric			    $ 805,838	  $	 786,578 	 $ 1,536,908 		 $ 1,488,258 
Water	  	 2,811 	  	 2,261 		   5,802 	  	 5,636 
Other	  	 81,776 	  	108,531 		   139,396 	  	 241,105 
Total operating revenues*	   	 890,425 	  	897,370 		  1,682,106 	  	1,734,999  

Operating expenses					   
Fuel	  	 133,834 	  	294,200 		   265,439 	  	 591,208 
Purchased power	  	 121,106 	  	151,146 		   244,987 	  	 368,910 
Operations*	  	 131,111 	  	123,555 		   261,132	  	  250,660 
Maintenance	  	 65,456 		   62,697 		   130,323 	  	 121,839 
Depreciation	  	 99,514 	  	 95,904 		   196,915 	  	 190,850 
Taxes and tax equivalents	  	 25,707 	  	 26,709 		   51,782 	  	 53,439 
Total operating expenses		   576,728 	  	754,211 		  1,150,578 	  	1,576,906    

Net operating revenues		  313,697 	  	143,159 		   531,528 	  	 158,093   

Other Income
Investment income (loss), net			  56,465 	  	 (99,976)	  	 83,303 	  	 (107,001)
Other income (deductions), net	            	(41)	 		  560 		   357 	  	 248
Total other income		  56,424	 (99,416)		  83,660			  (106,753)
Financing costs				  30,709 		  33,265		  64,229			  67,735

NET REVENUES		 $ 339,412	 	$ 	10,478	 	 $     550,959  $ 	 (16,395)

*Intercompany transactions eliminated
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M e ss  a g e  f r o m  t h e  P r e s i d e n t  a n d  t h e  G e n e r a l  M a n a g e r

While the national recession may be over, Arizona’s economic 
measures remained on a downward trend during the quarter. 
Evidence continues to grow that the state will lag behind the  
rest of the country in the aftermath of the recession. 

Population growth in the state has slowed substantially and  
SRP’s electric-customer numbers remain flat. Electric sales and 
revenues reflect the current environment of troubled housing and 
commercial markets. 

All of the elements of the recession combine to make forecasting 
a greater challenge than in times of growth. As a public power utility, 
there is a delicate balance between planning for the needs of our  
electric customers and water shareholders, the resources required  
to meet those needs, and the costs associated with those resources. 

During the quarter, SRP postponed a proposed base-price increase 
to avoid adding to the economic pressures our customers are 
experiencing. At that time, we also reduced the Fuel and Purchased 
Power Adjustment Mechanism to reflect lower anticipated fuel 
and purchased-power costs, and initiated a new Environmental 
Program Cost Adjustment Factor to fund increasing investments in 
renewable-generating resources, energy-efficiency programs and 
smart meters. The net effect of these two changes had zero impact 
on customers’ bills. Management expects to bring a revised pricing 
proposal to the SRP Board of Directors in the third quarter of the fiscal 
year. Retail revenues must be maintained at a level sufficient to 
keep pace with increasing capital costs, despite slower growth.

There was much activity involving generation resources during 
the quarter. The $1 billion, 400-megawatt (MW) Unit 4 at 
Springerville Generating Station generated power to the grid for  
the first time as preparations are made for commercial operation  
by December 2009. Meanwhile, SRP continues to engage the  
U.S. Environmental Protection Agency regarding an EPA proposal, 
intended to improve visibility in national parks, that would require 
owners of Navajo Generating Station (NGS) to install additional 
and extremely costly emissions controls on the plant. NGS owners — 
including SRP, which manages the plant — maintain that a 
multimillion-dollar voluntary emissions-control retrofitting project 
currently under way at the plant is sufficient to address concerns.

Meanwhile, SRP is involved in a $539 million project to install 
additional technology to further reduce emissions at Coronado 
Generating Station. The upgrades will significantly improve air 
quality and continue to meet federal requirements. This project  
will be complete in 2014.

In SRP’s renewable-resources program, the system began receiving 
power from the Dry Lake Wind Power Project in northern Arizona, 
the state’s first commercial-scale wind farm. SRP is purchasing all 
of the project’s output — about 63 MW, enough to power some 
15,000 homes. The wind farm was developed and is operated 
by Iberdrola Renewables. SRP and Iberdrola also announced a 
planned second renewable-energy project — this time a 20-MW 
solar photovoltaic power facility envisioned as a ground-based 
energy farm delivering energy directly to SRP customers. Details 
of this project are expected to be finalized in early 2010. And 
a third project — the 1.5-MW Maricopa Solar Plant — was 
unveiled during the quarter as a partnership between SRP and 
Tessera Solar. The solar-thermal plant is under construction; it will be 
operated by Tessera, and SRP will purchase the energy produced.

SRP was among some 100 utilities, private companies, manufacturers, 
cities and other partners selected by the U.S. Department of Energy 
to receive grants under the American Recovery and Reinvestment 
Act’s smart-grid investment initiative, the largest single energy-grid  
modernization investment in the nation’s history. SRP was 
awarded $56.9 million to accelerate deployment of smart meters 
and a meter data-management system. The funds would speed 
up the process of bringing smart meters to virtually every home in 
SRP’s service area. Smart meters help improve power reliability 
and customers’ energy-efficiency efforts. 

In water operations, precipitation was sparse on the Salt and Verde 
river watersheds, which supply the bulk of the greater Phoenix 
metropolitan area’s surface-water supply. But last winter’s healthy 
runoff, which resulted in nearly full reservoirs, bolstered the fairly 
dry summer results and the system remains in good shape heading  
into the next winter season.

SRP recently sold $296.4 million in long-term electric-revenue 
bonds to refund most of the organization’s commercial-paper 
program. For the first time in more than 20 years, SRP sold the 
bonds competitively. The bonds carried a credit rating of Aa1 from 
Moody’s Investor Service and AA from Standard & Poor’s, and 
they have several maturity dates, the latest of which is 2020.

During the quarter, electric-customer growth slowed to less than 
0.5% over the same quarter the previous year. This is a dramatic 
change from the 3% to 4% annual growth range for most of 
the past decade. We expect slower growth to continue until  
the economy in Arizona begins to recover. 

F i n a n c i a l  H i g h l i g h t sW ATE   R  H i g h l i g h t s
Debt Service

Coverage
Debt Ratio Total Sales

(thousand kWh)

12-month average

ended Oct. 31

Three months

ended Oct. 31

Three months

ended Oct. 31

2.53
2.6 48.6%

50.1%

9,995,619

10,260,019

Water Deliveries
(acre-feet)

Water in Storage
(capacity)

Three months

ended Oct. 31

As of

Oct. 31

74%
83%530,517

572,701

Despite the slowdown, retail electric revenues for the quarter 
were up 2% from the same period last year, primarily driven by 
higher retail prices. Total operating revenues for the second quarter, 
however, were down 1% compared with the same period last 
year. The reduced overall revenues were largely the result of 
greatly reduced opportunities in the wholesale electric market 
caused by low region-wide loads. The decreased demand reduced 
the price of energy that SRP was able to sell on the wholesale market. 
This resulted in a 29% drop in wholesale revenues compared with 
the second quarter of last year.

SRP continues to reduce costs to help offset the impact of reduced 
revenues. Total operating expenses for the quarter were down 
24% compared with the same period last year. These reductions 
resulted from decreased fuel prices as well as operational cost-cutting 
measures. Fuel and purchased-power expenses were down 55%  
and 20%, respectively, compared with the same period last 
year. Approximately $153 million of the decreased fuel and 
purchased-power expenses was the result of changes in the fair 
value of fuel and purchased-power contracts. Without the effects  
of these changes, fuel and purchased-power expenses were  
down 17% and 1%, respectively.

Second quarter investment income was substantially better than 
the same period last year, as the market for investments continued 
to recover from the lows reached during FY09. SRP recorded a 
$56 million gain in this category, compared with a $100 million 
loss for the same quarter last year. Approximately $137 million  
of the upward swing in investment earnings resulted from changes 
in the fair values of certain investments.

The effects of the previously mentioned activities resulted in net 
revenues for the quarter of about $339 million, compared with net 
revenues of $10 million for the same quarter last year. Without 
the change in fair value of fuel and purchased-power contracts 
and certain investments, net revenues for the quarter would have 
been $222 million, compared with net revenues of $184 million 
for the same quarter last year.

We will continue to keep you informed as the year progresses.

Richard H. Silverman
General Manager

John M. Williams Jr.
President

S R P :  P o w e r  a n d  w a t e r  s u pp  l i e r  t o  t h e  V a l l e y

SRP provides electricity in a 2,900-square-
mile area in the metropolitan Phoenix area 
known as the “Valley.”

Founded in 1903, SRP is an integrated 
electric utility, providing generation, 
transmission and distribution services. 
It also is the third-largest public power  
utility in the United States.

SRP also is the Valley’s largest raw-water 
supplier, delivering about 1 million acre-feet 
annually in a service area that spans  
375 square miles. SRP manages the  
13,000-square-mile watershed that supplies 
the majority of the Valley’s surface water.
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1521 N. Project Drive | Tempe, Ariz.
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