SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT AND POWER
DISTRICT COUNCIL MEETING NOTICE AND AGENDA

SPECIAL DISTRICT COUNCIL
Thursday, June 18, 2026, 9:30 AM

SRP Administration Building
1500 N. Mill Avenue, Tempe, AZ 85288

Call to Order
Roll Call

1. 2026 Series Revenue Bond Sal€.......coovveeeiiniiiieeeeeeeeeeeeen JON HUBBARD;
MIKE MACE, PFM FINANCIAL ADVISORS;
and TRICIA GASPARINE, CHIESA SHAHINIAN AND GIANTOMASI PC

Request for approval of the RESOLUTION OF THE COUNCIL APPROVING
THE PRIVATE SALE BY THE SALT RIVER PROJECT AGRICULTURAL
IMPROVEMENT AND POWER DISTRICT AND RATIFYING AND
CONFIRMING TERMS AND CONDITIONS OF NOT EXCEEDING
$1,622,000,000 IN PAR VALUE SALT RIVER PROJECT ELECTRIC
SYSTEM REVENUE BONDS, 2026 SERIES.

2. Report on Current Events by the General Manager and Chief Executive
OffiCer OF DESIANEES .. .o JIM PRATT

The Council may vote during the meeting to go into Executive Session, pursuant to
A.R.S. §38-431.03(A)(3), for the purpose of discussion or consultation for legal advice
with legal counsel to the Council on any of the matters listed on the agenda.

The Council may go into Closed Session, pursuant to A.R.S. §30-805(B), for discussion
of records and proceedings relating to competitive activity, including trade secrets or
privileged or confidential commercial or financial information.

Visitors: The public has the option to attend in-person or observe via Zoom and may receive

teleconference information by contacting the Corporate Secretary’s Office at (602) 236-4398.

If attending in-person, all property in your possession, including purses, briefcases, packages,
or containers, will be subject to inspection.

AR\ 28" THE NEXT COUNCIL MEETING IS SCHEDULED FOR

SR TUESDAY, AUGUST 4, 2026
06/11/2026







2026 Series Bond Sale

June 18, 2026 | SRP Special Board & Council Meeting
Brian Koch | Associate General Manager & Chief Financial Executive
Jon Hubbard | Treasurer & Senior Director, Financial Operations & Compliance




Agenda

* Historical Perspective on Bond Issuances and Rate Changes

* Need to Address FY27 Cash Shortfall

* Opportunity to Refinance Existing Tax-Exempt Revenue Bonds

* Green Bond Designation

* Use of Proceeds from Proposed Tax-Exempt Revenue Bond Sale

* Updates and Request for Approval

Bond Sale Team
Parameters

Calendar

6/18/2026 Special Board & Council Meeting: 2026 Series Bond Sale, B. Koch and J. Hubbard



Historical Perspective on

Bond Issuances and
Rate Changes




Historical Perspective & FP27 Outlook

Effective Rate on Bond Portfolio = 3.97% | Total Long-Term Debt $6.6 Billion

New Money - $5.8B
Refinancing - $11.2B

*Cumulative Rate Increase of 21.8%
**Cumulative Inflation CPI-U of 56.3%

**Cumulative Inflation CPI-E of 50% *Does not include temporary rate reductions

**Source: Federal Reserve Economic Data (FRED)
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Need to Address FY27

Cash Shortfall




FY27 Cash Inflows & Outflows

Capital Funding Source

$6.0 $6.08 $6.0B Borrowing __ Operations
Address |« Cash Shortfall Dg?{tpﬁ\i!gs::;r:(s:
s | 5. B | oo
[
$4.0 Cash
c Inflows O&M, Taxes,
2 $3.0 Financing
E Renewables:
$2.0 Majority of renewables fall
) / under Purchased Power
Purchased
$1.0 Power FPPAM:
Straight pass through to
Fuel customers
$0.0

Inflows Outflows
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FY27 Forecasted Monthly Liquidity
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Opportunity to Refinance
Existing Tax-Exempt

Revenue Bonds




Refinancing Opportunity by Fiscal Year
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Green Bond Designation




Green Bond Designation

6/18/2026

$919M Total Bond Issuance

Green Bond
Designation

Special Board & Council Meeting: 2026 Series Bond Sale, B. Koch and J. Hubbard

Designate up to $100 million of the bond
sale as green bonds

Utilize a second party verifier

Allocate from capital projects approved by
second party verifier (Examples: Pumped
Hydro, Palo Verde, New Meters, Grid
Modernization, Distribution projects, or
infrastructure in support of solar and battery
assets at Marigold Energy Center)

11



Use of Proceeds from
Proposed Tax-Exempt

Revenue Bond Sale




Eligible Capital Projects for IRS Tax-Exempt Allocations

Projects Listed Are Approved by SRP Board in FY27 Budget

$ Millions
Distribution m

$393M

Distribution Stations Additions/Upgrades
Distribution Transformers

Underground Cable Replacement
Residential & Commercial Services
Distribution Lines - System Plan
Distribution Station Capital Maintenance
Residential New Business

Distribution - System Replacements

Wood Pole Asset Management Project
Commercial New Business

Distribution - Customer Improvements
Distribution Station Relaying

PAC Digital Transformation Project
Advanced Distribution Management System
Supervisory Control & Data Acquisition (SCADA)
Cap. Controller Lifecycle Replacement
Electric System Upgrades to Standards
Dist. Stations Power Quality Monitors

High Security Operations Center (Hsoc)
Paging System Replacement

6/18/2026

$66.8
54.9
53.2
35.9
30.5
30.2
29.7
21.4
18.3
16.4
10.8
9.2
4.7
4.4
3.6
1.4
0.7
0.5
0.5
0.2

Transmission m

Transmission Additions & Expansion

Palo Verde-Pinal Central Betterments

Palo Verde Transmission Sys Improvements
Transmission Substation Maintenance
Transmission Pole Asset Management

Rudd System Improvements

Transmission Station Relaying

Mead-Phoenix Improvements

Energy Management System Upgrades
Supervisory Control & Data Acquisition (scaDA)
Substation Communication Network Upgrade
Rogers System Improvements

Substation Multiplex-JMUX Project

Special Board & Council Meeting: 2026 Series Bond Sale, B. Koch and J. Hubbard

$148.0
26.6
17.1
16.9
10.5
5.8
4.4
2.8
2.1
1.1
1.0
0.8
0.4

$241M Generation m

$385M

SRP Pumped Storage $178.1
Future Resources (Marigold Energy Center) 123.5
Palo Verde Capital Projects 83.7
Corporate Infrastructure $275M
Customer Modernization IT Upgrade $107.6
New Meters 57.1
IT Hardware & Software 49.2
Transportation Services: Fleet Transportation 27.4
Crosscut Modernization 25.3
Security Equipment 6.0
POB Modernization 2.2
13



Updates




Bond Sale Team

Banking Team:

Underwriter’'s Counsel:

Financial Advisor:

Bond Counsel:

Tax Counsel:

* Arizona Counsel:

BofA Securities, Inc.

J.P. Morgan Securities LLC
Goldman Sachs & Co. LLC
Morgan Stanley & Co. LLC
RBC Capital Markets LLC

James Normile, Katten Muchin Rosenman LLP
Michael Mace, PFM Financial Advisors LLC

Tricia Gasparine, Chiesa Shahinian & Giantomasi PC
Mitch Rapaport, Nixon Peabody

Bill Clarke/Raj Gangadean, Spencer Fane

6/18/2026 Special Board & Council Meeting: 2026 Series Bond Sale, B. Koch and J. Hubbard
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Proposed Parameters for Transaction

SRP requests approval of parameters from Board & Council for each bond sale

True Interest . . . Underwriter’s Pricing

* New money not
to exceed $919M
in par value

* Up to $100M of
new money to be
designated as
“Green Bonds”
(only if not
disadvantageous)

* Refinancing not
to exceed $703M
in par value

* Refinancing
includes refunding
up to $531M of
2016 A bonds and
up to $172M of
2015 A bonds

6/18/2026

* New money not
to exceed 6.0%

* Refinancing not
to exceed 5.0%
for Bonds issued
to refund 2016 A
Bonds and 3.0%
for Bonds issued
to refund 2015 A
Bonds

* Refinancing
requires NPV
savings to execute

* No greater than
40 years

* Refinancing
maturities: No
maturities later
than 1/1/2039

* No greater than
1.2x duration of
bonds refinanced

Special Board & Council Meeting: 2026 Series Bond Sale, B. Koch and J. Hubbard

* Redemption Price
of 100%

* SRP has the
option to
refinance (i.e.,
call the bonds)
within 10.5 years
of issuance

* Not to exceed
$2.00 per $1,000
of bonds issued

» Compensation to
Underwriters for
services rendered

* Execute final
pricing before
12/31/2026

16



Participating in SRP Bond Sale

* SRP’s bond sale will prioritize “retail” orders from individual investors identified by zip
code; up to a maximum order of $1,000,000 per account; presenting an opportunity to
participate

* Retalil Participation Requirement: An individual investor will have to have a brokerage
account with one of the underwriters or with one of the firms that has a distribution
agreement with one of the underwriters:

BofA Securities, Inc.

Merrill Lynch, Pierce, Fenner & Smith Incorporated (MLPF&S)
J.P. Morgan Securities LLC (JPMS)

Charles Schwab & Co., Inc. (CS&Co.)

LPL Financial LLC (LPL)

Morgan Stanley & Co. LLC

Morgan Stanley Smith Barney LLC

Goldman Sachs Asset Management (GSAM)

RBC Capital Markets

6/18/2026 Special Board & Council Meeting: 2026 Series Bond Sale, B. Koch and J. Hubbard 17



Proposed Board & Council Calendar

June 18th Board & Council Approval Request
Finalize investor materials following year-end audit, conduct
July/August : : 7
outreach to investors, obtain credit ratings
Taraet Execution Target execution of Bond Sale/Sign Bond Purchase
g Agreement no later than 12/31/2026

Board & Council Meetings after Sale Review Bond Sale Results

6/18/2026 Special Board & Council Meeting: 2026 Series Bond Sale, B. Koch and J. Hubbard

18



Mike Mace

Senior Director | PFM Financial Advisors




SRP 2026 Bonds — Recent Long-Term Interest Rate (%) Trends
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Special Board & Council Meeting: 2026 Series Bond Sale, M. Mace

® Functional market at higher rates

* 30 Yr UST rates of 5%+ are the
highest in 19 years

* Muni rates still deliver mid 4%
financing to strong credits

« Large public power financings
keep coming to market

* Most have been well received

» Except during a couple of rough
weeks, or for CA transmission
financing (TANC, SCPPA)

20



SRP 2026 Bonds — The Energy Wave Continues

2026 Large Muni Utility Bond Sales

Several recent utility bond pricings with strong investor
demand

* Investor “books” ranging from 3X to 56X+ amount of
bonds available

« Some CA utility bond sales still meet investor resistance,
but CA retail investors help

Timing, structure and sizing flexibility has been critical to
achieving best execution

PFM encourages borrowers to develop Plan B and Plan
C to prepare for volatile markets

* Plan A can usually get done, but sometimes at higher
rates

6/18/2026 Special Board & Council Meeting: 2026 Series Bond Sale, M. Mace

Issue Par
Bond Issuer State (SMM) Sale Date
Cal Prepay CA 1,245 01/16/26
San Antonio CPS TX 672 01/21/26
Lansing, Ml Ml 124 02/19/26
DC Water & Sewer DC 674 02/12/26
Santee Cooper SC 460 02/19/26
Cal Prepay CA 929 03/09/26
Cal Prepay CA 687 03/10/26
Minn Prepay MN 803 03/26/26
Texas Prepay X 1,159 04/14/26
NPPD NE 825 04/21/26
TANC CA 128 04/28/26
Energy Northwest WA 1,131 04/30/26
IMPA IN 393 05/19/26
SCPPA CA 589 05/07/26
OPPD NE Upcoming
Lincoln Elec NE Upcoming
NC Power NC Upcoming
Bonneville Power OR Upcoming
JEA FL Upcoming
LIPA NY Upcoming
Santee Cooper SC Upcoming
FMPA FL Upcoming

21



SRP 2026 Bonds — New Money & Refunding Could Exceed $1 Bn

There is typically strong demand for the best structures and credits
SRP’s 2026 sale will offer a variety of bond maturities
There is no better public power credit at Aa1 and AA+ ratings

Strong demand for recent SRP bond offerings

« 2025 C $727mm bonds $3,841mm orders
« 2025 B $635mm bonds $1,306mm orders
« 2024 B $115mm bonds $ 792mm orders
« 2024 A $5655mm bonds $2,100mm orders
« 2023 B $650mm bonds $3,435mm orders
« 2023 A $500mm bonds $ 859mm orders

Excess demand allows interest rate reductions on bond pricing day

6/18/2026 Special Board & Council Meeting: 2026 Series Bond Sale, M. Mace



SRP 2026 Bonds — The “SRP Advantage” Benefits Customers
SRP pays among the lowest interest rates and lowest issuance costs
of any public power utility in the US

» AA+ rates are often 0.20% below even those of strong A rated borrowers
Translating to over $300 million in interest savings on an $8 Bn debt program

 SRP ~0.175% up-front underwriting fees are less than )z the muni average

SRP rates and fees are much lower than those of IOUs
3600,000,000 MAR OF 2026 APS BOND SALE
SRP 10 yr bond interest

>
2 aps
rate would have been

Arizona Public Service Company under 3.0%
5.10% Notes due 2036
Underwriting fee of 0.65%

6/18/2026 Special Board & Council Meeting: 2026 Series Bond Sale, M. Mace
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Tricia Gasparine

Chair, Public Finance | Chiesa Shahinian & Giantomasi PC (CSG Law)




6/18/2026

Board Resolution

Authorizes issuance of not exceeding $1,622,000,000 in par value of 2026 Series Bonds, in one or
more series or sub-series, to

(i) finance capital improvements to the District’s Electric System pursuant to the District’s
Capital Improvement Program (“New Money Bonds”);

(i) refund all or a portion of the District’s outstanding 2015 Series A Bonds and/or 2016 Series
A Bonds (“Refunding Bonds”); and

(iii) pay certain costs of issuance of the 2026 Series Bonds.

Authorizes private sale of 2026 Series Bonds to the group of Purchasers listed below, subject to a
Purchase Contract, and approves the form of the Purchase Contract

- BofA Securities, Inc. (as Representative)
- Goldman, Sachs & Co., LLC

- J.P. Morgan Securities LLC,

- Morgan Stanley & Co. LLC

- RBC Capital Markets, LLC

Special Board & Council Meeting: 2026 Series Bond Sale, T. Gasparine
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6/18/2026

Board Resolution (Continued)

Delegates to an Authorized Officer of the District the power to determine the final terms of the 2026 Series
Bonds, subject to the following parameters:

- par value of the New Money Bonds shall not exceed $919,000,000

- final maturity of the New Money Bonds shall not exceed 40 years from the date of issuance

- true interest cost of the New Money Bonds shall not exceed 6.00% per annum

- up to $100,000,000 of New Money Bonds can be designated as “green bonds”

- par value of the Refunding Bonds shall not exceed $703,000,000

- final maturity of the Refunding Bonds shall not exceed January 1, 2039

- true interest cost of the Refunding Bonds issued to refund the 2015 Series A Bonds shall not exceed 3.00%
per annum

- true interest cost of the Refunding Bonds issued to refund the 2016 Series A Bonds shall not exceed 5.00%
per annum

- 2026 Series Bonds shall be subject to optional redemption no later than 10 % years from the date of
issuance at a redemption price of 100%

- Underwriters’ compensation shall not exceed $2.00 per $1,000 of 2026 Series Bonds issued

- the 2026 Series Bonds shall be sold not later than December 31, 2026

Special Board & Council Meeting: 2026 Series Bond Sale, T. Gasparine
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Board Resolution (Continued)

Approves the forms of the Continuing Disclosure Agreement, the Escrow Deposit
Agreement and the Preliminary Official Statement and authorizes the preparation and
delivery of the Preliminary Official Statement and a final Official Statement

Delegates to an Authorized Officer of the District the power to execute and deliver the
final forms of the Purchase Contract, the Escrow Agreement and the Continuing
Disclosure Agreement

Appoints U.S. Bank Trust Company, National Association, the District’s existing Bond
Trustee, as Paying Agent and Escrow Agent

Authorizes other matters in connection with the foregoing

6/18/2026 Special Board & Council Meeting: 2026 Series Bond Sale, T. Gasparine 27



2026 Series Bond Sale
Recommendation

6/18/2026

Management requests Board approval of the:

RESOLUTION AUTHORIZING THE ISSUANCE AND SALE OF NOT
EXCEEDING $1,622,000,000 IN PAR VALUE OF SALT RIVER PROJECT
ELECTRIC SYSTEM REVENUE BONDS, 2026 SERIES OF THE SALT RIVER
PROJECT AGRICULTURAL IMPROVEMENT AND POWER DISTRICT, AND
PROVIDING FOR THE FORM, DETAILS AND TERMS THEREOF

Special Board & Council Meeting: 2026 Series Bond Sale, T. Gasparine
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6/18/2026

Council Resolution

Ratifies, confirms and approves the terms and conditions of the 2026 Series Bonds, as contained in
the Board Resolution

Ratifies, confirms and approves the private sale of the 2026 Series Bonds to the Purchasers pursuant
to the terms and conditions of the Board Resolution and the terms and conditions of the Purchase

Contract

Special Board & Council Meeting: 2026 Series Bond Sale, T. Gasparine
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2026 Series Bond Sale
Recommendation

Management requests Council approval of the:

RESOLUTION OF THE COUNCIL APPROVING THE PRIVATE SALE BY THE
SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT AND POWER
DISTRICT AND RATIFYING AND CONFIRMING TERMS AND CONDITIONS
OF NOT EXCEEDING $1,622,000,000 IN PAR VALUE OF SALT RIVER
PROJECT ELECTRIC SYSTEM REVENUE BONDS, 2026 SERIES

6/18/2026 Special Board & Council Meeting: 2026 Series Bond Sale, T. Gasparine
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thank you!







DRAFT

RESOLUTION OF THE COUNCIL APPROVING THE PRIVATE SALE BY
THE SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT AND
POWER DISTRICT AND RATIFYING AND CONFIRMING TERMS AND
CONDITIONS OF NOT EXCEEDING $1,622,000,000 IN PAR VALUE
SALT RIVER PROJECT ELECTRIC SYSTEM REVENUE BONDS, 2026
SERIES

WHEREAS, The Board of Directors (the “Board”) of the Salt River Project
Agricultural Improvement and Power District (the “District”), by resolution entitled
“‘Supplemental Resolution Dated September 10, 2001 Authorizing an Amended and
Restated Resolution Concerning Revenue Bonds,” which became effective January 11,
2003, as amended and supplemented, has created and established an issue of Salt River
Project Electric System Revenue Bonds (the “Bonds”), which Bonds may be authorized
from time to time pursuant to Series Resolutions; and

WHEREAS, on June 18, 2026, the Board adopted its “RESOLUTION
AUTHORIZING THE ISSUANCE AND SALE OF NOT EXCEEDING $1,622,000,000 IN
PAR VALUE SALT RIVER PROJECT ELECTRIC SYSTEM REVENUE BONDS, 2026
SERIES OF THE SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT AND
POWER DISTRICT, AND PROVIDING FOR THE FORM, DETAILS AND TERMS
THEREOF” (the “2026 Bond Resolution”; capitalized terms used but not defined herein
shall have the meanings given them in the 2026 Bond Resolution) (the form of which is
attached hereto as Exhibit A), that, among other things, fixes the form, terms and
conditions of the 2026 Series Bonds, authorizes the issuance of the 2026 Series Bonds
and the private sale of the 2026 Series Bonds to a group of purchasers represented by
and including BofA Securities, Inc., Goldman Sachs & Co., LLC, J.P. Morgan Securities
LLC, Morgan Stanley & Co. LLC and RBC Capital Markets, LLC (hereinafter collectively
referred to as the “2026 Purchasers”) pursuant to the terms and conditions of a Purchase
Contract, to be dated the date of sale of the 2026 Series Bonds, by and among the District
and the 2026 Purchasers (the “2026 Purchase Contract”) (the form of which is attached
hereto as Exhibit B); and

WHEREAS, pursuant to the 2026 Bond Resolution, (i) (a) the par amount of the
New Money Bonds shall not exceed $919,000,000 and (b) the par amount of the
Refunding Bonds shall not exceed $703,000,000, (ii) (a) the final maturity of any New
Money Bonds shall not be later than forty (40) years from the date of issuance of such
New Money Bonds and (b) the final maturity of any Refunding Bonds shall not be later
than January 1, 2039, (iii) (a) the true interest cost of the New Money Bonds shall not
exceed six percent (6.00%) per annum, (b) the true interest cost of the Refunding Bonds
issued to refund the 2015 Series A Bonds shall not exceed three percent (3.00%) per
annum and (c) the true interest cost of the Refunding Bonds issued to refund the 2016
Series A Bonds shall not exceed five percent (5.00%) per annum, (iv) the 2026 Series
Bonds shall be subject to optional redemption no later than ten and one-half (10 %) years
from the date of issuance of such 2026 Series Bonds, (v) the Redemption Price for any
2026 Series Bond shall not exceed one hundred percent (100%) of the principal amount
of such 2026 Series Bond, (vi) the compensation paid to the 2026 Purchasers shall not

4924-6203-8959.v5



exceed $2.00 per $1,000 of 2026 Series Bonds to be issued and (vii) the 2026 Series
Bonds shall be sold not later than December 31, 2026.

WHEREAS, pursuant to the requirements of Title 48, Chapter 17, Article 7, of the
Arizona Revised Statutes, no bonds may be issued by the District unless the Council, by
resolution adopted by an affirmative vote of a majority of its members, ratifies and
confirms the amount of the bonds authorized to be issued by the Board and, if the Board
determines to sell bonds at private sale, such sale shall be subject to prior approval by a
majority of the members of the Council;

NOW, THEREFORE, BE IT RESOLVED, by the members of the Council of the
Salt River Project Agricultural Improvement and Power District as follows:

(i) The final maturity, redemption provisions and other terms and conditions of
the 2026 Series Bonds, as contained in the 2026 Bond Resolution, are
hereby ratified, confirmed and approved.

(i) The private sale of not exceeding $1,622,000,000 2026 Series Bonds to the
2026 Purchasers, pursuant to the 2026 Bond Resolution and the 2026
Purchase Contract is hereby ratified, confirmed and approved.

(i) This resolution shall take effect immediately.

4924-6203-8959.v5






B
MEMORANDUM Siri-

Delivering water and power®

June 11, 2026

TO: SRP Board of Directors & SRP Council
FROM: Jon Hubbard, Treasurer & Senior Director, Financial Operations & Compliance

SUBJECT: SRP 2026 Series Bond Sale

Enclosed you will find material in support of the upcoming 2026 Series Bond Sale.
Management will be seeking approval of bond sale parameters for the 2026 Series Bond Sale at
the Special Board & Council meeting on June 18™.

In response to questions asked in Board and Council meetings, we have broken out separately
the various exhibits that are all part of the Board Resolution.

The Board material includes the following items:

o Board Resolution authorizing the issuance and sale of the bonds, with exhibits;
o Exhibit A: Opinions & Orders of the Arizona Corporation Commission

» Exhibit A(1): ACC Opinion and Order 78770

» Exhibit A(2): ACC Opinion and Order 79545
Exhibit B: Depository Trust Corporation (DTC) Blanket Letter of Representations
Exhibit C: Form of 2026 Series Bond
Exhibit D: Form of Bond Purchase Contract
Exhibit E: Preliminary Official Statement Draft (POS)(to be finalized after year-end audit)
Exhibit F: Form of Continuing Disclosure Agreement (CDA)
Exhibit G: Letter of Instruction and Escrow Deposit Agreement

O O O O O O

The Council material includes the following items:

e Council Resolution approving the sale of the bonds, with exhibits;
o Exhibit A: Board Resolution authorizing the issuance and sale of the bonds
o Exhibit B: Form of Bond Purchase Contract

Management is grateful for the opportunity to provide these materials and to pursue
the parameters resolution in support of SRP’s corporate objectives.

Thank you,

Jon Hubbard






RESOLUTION AUTHORIZING THE ISSUANCE AND SALE OF NOT
EXCEEDING $1,622,000,000 IN PAR VALUE SALT RIVER PROJECT
ELECTRIC SYSTEM REVENUE BONDS, 2026 SERIES OF THE SALT
RIVER PROJECT AGRICULTURAL IMPROVEMENT AND POWER
DISTRICT, AND PROVIDING FOR THE FORM, DETAILS AND TERMS
THEREOF

WHEREAS, the members of the Board of Directors (the “Board of Directors”) of
the Salt River Project Agricultural Improvement and Power District (the “District”), by
resolution entitled “Supplemental Resolution Dated September 10, 2001 Authorizing an
Amended and Restated Resolution Concerning Revenue Bonds,” which became
effective January 11, 2003, as amended and supplemented (the “Resolution”), have
created and established an issue of Salt River Project Electric System Revenue Bonds
(the “Bonds”), which may be authorized from time to time pursuant to Series
Resolutions; and

WHEREAS, the District's Financial Consultant, PFM Financial Advisors LLC
(hereafter referred to as the “Financial Consultant”), has advised the District that
substantial financial benefits will accrue to the District upon the refunding of the Bonds
To Be Refunded (as defined in Section 2 hereof); and

WHEREAS, the District, upon the refunding of the Bonds To Be Refunded, will
realize a net present value savings; and

WHEREAS, the Arizona Corporation Commission (the “Commission”) has
approved by its Opinions and Orders described in Exhibit A hereto the issuance of the
Bonds to (i) pay the costs of various improvements and additions to the District's
Electric System, (ii) refund all or a portion of the Bonds To Be Refunded and (iii) pay
certain costs of issuance of the 2026 Series Bonds; and

WHEREAS, the Board of Directors has determined to use the authorization
applicable to the Commission’s Opinions and Orders described in Exhibit A hereto to
issue the 2026 Series Bonds to (i) finance the costs of acquisition and construction of
various capital improvements and additions to the District’'s Electric System, (ii) refund
the Bonds To Be Refunded and (iii) pay certain costs of issuance of the 2026 Series
Bonds; and

WHEREAS, upon the issuance and delivery of the Refunding Bonds and the
deposit of moneys with the Escrow Agent pursuant to the terms of the Escrow Deposit
Agreement, the Bonds To Be Refunded will not be considered Outstanding as that term
is defined in the Resolution; and

WHEREAS, due to volatile interest rate conditions and in order to achieve the
most advantageous pricing for the 2026 Series Bonds, the Board of Directors desires to
authorize the sale of the 2026 Series Bonds, within certain explicit parameters set forth
herein, to a group of purchasers represented by and including BofA Securities, Inc.,
Goldman Sachs & Co., LLC, J.P. Morgan Securities LLC, Morgan Stanley & Co. LLC
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and RBC Capital Markets, LLC (hereinafter collectively referred to as the “Purchasers”);
and

WHEREAS, the Board of Directors desires the District to sell the 2026 Series
Bonds to the Purchasers pursuant to the terms and conditions set forth herein to
provide moneys to carry out the aforesaid purposes of the District; and

WHEREAS, Title 48, Chapter 17, Article 7, of the Arizona Revised Statutes
requires that the private sale of Bonds be subject to prior approval by a majority of the
members of the Council of the District and that no Bonds be issued unless the Council,
by resolution adopted by an affirmative vote of a majority of its members, ratifies and
confirms the amount of the Bonds authorized to be issued by the Board of Directors
(together the “Council Approval and Ratification Requirement”); and

WHEREAS, the Board of Directors desires to approve the preparation and
distribution of a Preliminary Official Statement and approve the preparation, execution
and delivery of an Official Statement for the 2026 Series Bonds; and

WHEREAS, the Board of Directors desires to authorize the proper officers and
employees of the District to take all necessary steps to complete the sale, issuance and
delivery as aforesaid and as provided herein of not exceeding $1,622,000,000 in par
value 2026 Series Bonds; and

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF DIRECTORS OF
THE SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT AND POWER
DISTRICT AS FOLLOWS:

SECTION 1. Series Resolution. This Series Resolution (hereinafter
referred to as “Resolution Authorizing the Issuance and Sale of Not Exceeding
$1,622,000,000 in Par Value 2026 Series Bonds” or as “2026 Series Resolution”) is
adopted in accordance with the provisions of the Resolution and pursuant to the
authority contained in Title 48, Chapter 17 of the Arizona Revised Statutes, as
amended.

SECTION 2. Definitions. This 2026 Series Resolution and the
Resolution are herein collectively referred to as the “Resolutions.” All terms which are
defined in the Resolution shall have the same meanings, respectively, in this 2026
Series Resolution, as such terms are given in the Resolution. In this 2026 Series
Resolution:

“Authorized Officer of the District” shall mean the General Manager and Chief
Executive Officer, Associate General Manager and Chief Financial Executive or Senior
Director of Financial Operations and Compliance and Corporate Treasurer of the
District.

‘Bonds To Be Refunded” shall mean the Outstanding Electric System Revenue
Bonds, 2015 Series A of the District (the “2015 Series A Bonds”) and/or the Outstanding
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Electric System Refunding Revenue Bonds, 2016 Series A of the District (the “2016
Series A Bonds”), as described in the Officer’s Certificate.

“Code” shall mean the Internal Revenue Code of 1986, as amended, and the
applicable regulations promulgated thereunder or applicable thereto.

“‘DTC” shall mean The Depository Trust Company or any successor thereto.

“Escrow Deposit Agreement” shall mean the Letter of Instructions and Escrow
Deposit Agreement As To Payment Of Refunded Bonds authorized by Section 15
hereof, relating to the Bonds To Be Refunded.

“Interest Payment Date” shall mean, with respect to the 2026 Series Bonds, each
interest payment date as shall be set forth in the Officer’s Certificate.

“Officer’s Certificate” shall mean the certificate to be executed by an Authorized
Officer of the District pursuant to Section 12 of this 2026 Series Resolution.

“‘New Money Bonds” shall mean the 2026 Series Bonds the proceeds of which
are applied, in whole or in part, to finance the costs of acquisition and construction of
various capital improvements and additions to the District’s Electric System, as set forth
in the Officer’s Certificate.

“‘Refunding Bonds” shall mean the 2026 Series Bonds the proceeds of which are
applied, in whole or in part, to refund the Bonds to be Refunded, as set forth in the
Officer’'s Certificate.

‘Representation Letter” shall mean the DTC Blanket Issuer Letter of the
Representation dated October 23, 2019, a copy of which is attached as Exhibit B
hereto.

“Securities Depositories” shall mean The Depository Trust Company or such
other registered securities depository or depositories holding substantial amounts of
obligations of types similar to the 2026 Series Bonds.

“Trustee” shall mean U.S. Bank Trust Company, National Association, as
successor in interest to U.S. Bank National Association, Phoenix, Arizona, appointed
pursuant to Article IX of the Resolution, and its successor or successors and any other
corporation which may at any time be substituted in its place pursuant to the Resolution.

“2026 Series Bonds” shall mean the Bonds authorized by Section 3 hereof.

SECTION 3. Principal Amount, Designation, True Interest Cost,
Final Maturity, Series and Allocations. (a) Pursuant to the provisions of the
Resolutions, the District is hereby authorized to sell and issue one or more Series of
Bonds in the aggregate principal amount not exceeding $1,622,000,000. Such Bonds
shall be designated as “Salt River Project Electric System Revenue Bonds, 2026
Series” and shall be further distinguished by the letter of the Series, as may be
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determined by an Authorized Officer of the District in the Officer's Certificate, with the
first such Series of 2026 Bonds being designated “2026 Series A”. The 2026 Series
Bonds may also be issued and sold in one or more sub-Series as may be provided in
the Officer’s Certificate. The aggregate principal amount of New Money Bonds that may
be issued shall not exceed $919,000,000. The aggregate principal amount of Refunding
Bonds that may be issued shall not exceed $703,000,000.

(b) (1) The respective principal amounts, interest rate or rates, dated
date, date of sale, redemption provisions and maturity provisions with respect to the
New Money Bonds shall be as determined by the Authorized Officers of the District, in
accordance with Section 12 of this 2026 Series Resolution, by an Officer's Certificate
executed by any Authorized Officer of the District; provided, however, that (i) the final
maturity of any New Money Bonds shall not be later than forty (40) years from the date
of issuance of such New Money Bonds; (ii) the true interest cost of the New Money
Bonds shall not exceed six percent (6.00%) per annum; (iii) the New Money Bonds shall
be subject to optional redemption no later than ten and one-half (10 2) years from the
date of issuance of such New Money Bonds; (iv) the Redemption Price for any New
Money Bond shall not exceed one hundred percent (100%) of the principal amount of
such New Money Bond; and (v) the New Money Bonds shall be sold not later than
December 31, 2026.

(2) The respective principal amounts, interest rate or rates,
dated date, date of sale, redemption provisions and maturity provisions with respect to
the Refunding Bonds shall be as determined by the Authorized Officers of the District, in
accordance with Section 12 of this 2026 Series Resolution, by an Officer’s Certificate
executed by any Authorized Officer of the District; provided, however, that (i) the final
maturity of any Refunding Bonds shall not be later than January 1, 2039; (ii) the true
interest cost of the Refunding Bonds issued to refund the 2015 Series A Bonds shall not
exceed three percent (3.00%) per annum and the true interest cost of the Refunding
Bonds issued to refund the 2016 Series A Bonds shall not exceed five percent (5.00%)
per annum; (iii) the Refunding Bonds shall be subject to optional redemption no later
than ten and one-half (10 '2) years from the date of issuance of such Refunding Bonds;
(iv) the Redemption Price for any Refunding Bond shall not exceed one hundred
percent (100%) of the principal amount of such Refunding Bond; and (v) the Refunding
Bonds shall be sold not later than December 31, 2026.

(c) In order to comply with the Opinions and Orders of the
Commission, the District reserves the right, and shall, if necessary to comply with such
Opinions and Orders, change the allocations to such Opinions and Orders as set forth
in Exhibit A hereto.

SECTION 4. Purpose. The purposes for which the 2026 Series Bonds
are issued are: (1) to provide moneys required for the payment of the principal of,
Redemption Price of and the interest on all or a portion of the Bonds To Be Refunded,
as provided in the Officer's Certificate, for the purpose of realizing present value debt
service savings, (2) to provide moneys for the payment of the costs of acquisition and
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construction of various capital improvements and additions to the District’'s Electric
System and (3) to pay certain costs of issuance of the 2026 Series Bonds.

SECTION 5. Authorization of Private Sale; Appointment of Parties;
Approval of Purchase Contract; Selection of Representative and Underwriters.

(@)  The District hereby determines to sell the 2026 Series Bonds pursuant to a
private sale and hereby approves the selection of BofA Securities, Inc. as representative
(the “Representative”) on behalf of itself and Goldman Sachs & Co., LLC, J.P. Morgan
Securities LLC, Morgan Stanley & Co. LLC and RBC Capital Markets, LLC (collectively,
the “Purchasers” or the “Underwriters”) for the 2026 Series Bonds.

(b)  The purchase of the 2026 Series Bonds by the Underwriters and the sale of
the 2026 Series Bonds by the District to the Underwriters shall be subject to the execution
by the District and the Representative, as representative of the Underwriters, of a
Purchase Contract relating to the 2026 Series Bonds (the “Purchase Contract”) which is
hereby approved in substantially the form presented to this meeting as Exhibit D,
provided that an Authorized Officer of the District is hereby authorized, with the advice of
legal counsel, to make such changes, insertions and deletions to and omissions from such
form as may be necessary or appropriate. The Authorized Officers of the District are each
hereby authorized and directed, in consultation with legal counsel, to negotiate the terms
of the Purchase Contract. The Authorized Officers of the District are, and each such
Authorized Officer of the District is, hereby authorized and directed on behalf of the District
to approve the terms of the Purchase Contract relating to the sale of the 2026 Series
Bonds and to execute and deliver such Purchase Contract to the Representative, as
representative of the Underwriters, provided that the provisions of such Purchase Contract
are acceptable to legal counsel to the District and (i) the amount of the compensation to be
paid to the Underwriters does not exceed $2.00 per $1,000 of 2026 Series Bonds issued
and (ii) the aggregate principal amount, true interest cost, interest rate, date of sale, final
maturity date, optional redemption date and Redemption Price of the 2026 Series Bonds
shall not exceed the limitations set forth in Section 3 of this 2026 Series Resolution.

SECTION 6. Denominations, Numbers and Letters. The 2026 Series
Bonds shall be issued only as fully registered bonds without coupons, subject to the
provisions regarding a book-entry only system as described in Section 7 hereof, and the
2026 Series Bonds shall be issued in the denomination of $5,000, or any integral
multiple thereof, in all cases not exceeding the aggregate principal amount of 2026
Series Bonds maturing on the maturity date of the bond for which the denomination is to
be specified.

SECTION 7. Book-Entry 2026 Series Bonds. (a) Beneficial ownership
interests in the 2026 Series Bonds will be available in book-entry form only. Purchasers
of beneficial ownership interests in the 2026 Series Bonds will not receive certificates
representing their interests in the 2026 Series Bonds and will not be Bondholders or
owners of the Bonds under the Resolution. DTC, an automated clearinghouse for
securities transactions, will act as the Securities Depository for the 2026 Series Bonds.
The 2026 Series Bonds will be issued as fully registered securities registered in the
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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 (or, if applicable, each interest rate within a maturity) of
the 2026 Series Bonds, in the aggregate principal amount of such maturity (or, if
applicable, such interest rate within a maturity), and will be deposited with DTC.

DTC holds securities that its participants (“Participants”) deposit with DTC. Direct
Participants include securities brokers and dealers, banks, trust companies, clearing
corporations and certain other organizations (“Direct Participants”). Access to the DTC
system is also available to others, such as securities brokers and dealers, banks, and
trust companies that clear through or maintain a custodial relationship with a Direct
Participant, either directly or indirectly (“Indirect Participants”).

Purchases of the 2026 Series Bonds under the DTC system must be made by or
through Direct Participants, which will receive a credit for the 2026 Series Bonds on
DTC’s records. The ownership interest of each actual purchaser of each 2026 Series
Bond (“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, but Beneficial Owners are expected to receive written confirmation
providing details of the transactions, 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 2026 Series Bonds are to be
accomplished by entries made on the books of Participants acting on behalf of
Beneficial Owners. Beneficial Owners will not receive certificates representing their
ownership interests in the 2026 Series Bonds, except in the event that use of the book-
entry system for the 2026 Series Bonds is discontinued.

To facilitate subsequent transfers, all 2026 Series Bonds deposited by
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 2026 Series Bonds with DTC and their registration in the name of
Cede & Co. or such other nominee do not effect any change in beneficial ownership.
DTC has no knowledge of the actual Beneficial Owners of the 2026 Series Bonds;
DTC'’s records reflect only the identity of the Direct Participants to whose accounts such
2026 Series Bonds are credited, which may or may not be the Beneficial Owners. The
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 2026 Series
Bonds are being redeemed, DTC’s practice is to determine by lot the amount of the
interest of each Direct Participant in such 2026 Series Bonds to be redeemed.
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Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote
with respect to the 2026 Series Bonds. 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 2026 Series Bonds are credited on the record date (identified in a
listing attached to the Omnibus Proxy).

Principal and interest payments on the 2026 Series 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 or the Trustee, on each
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 principal and
interest to 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 securities depository with respect
to the 2026 Series Bonds at any time by giving reasonable notice to the District. Under
such circumstances, in the event that a successor securities depository is not obtained,
the 2026 Series Bond certificates are required to be printed and delivered. The District
may decide to discontinue use of the system of book-entry transfers through DTC (or a
successor securities depository). In that event, the 2026 Series Bond certificates will be
printed and delivered.

Beneficial Owners will not be recognized by the Trustee as registered owners for
purposes of this 2026 Series Resolution, and Beneficial Owners will be permitted to
exercise the rights of registered owners only indirectly through DTC and the Direct and
Indirect Participants.

(b) In the event definitive 2026 Series Bonds are issued, the provision
of the Resolution, including but not limited to Sections 3.04 and 3.05 of the Resolution,
shall apply to, among other things, the transfer and exchange of such definitive 2026
Series Bonds and the method of payment of principal of and interest on such definitive
2026 Series Bonds. Whenever DTC requests the District and the Trustee to do so, the
Trustee and the District will cooperate with DTC in taking appropriate action after
reasonable notice (i) to make available one or more separate definitive 2026 Series
Bonds evidencing the Bonds to any DTC Participant having 2026 Series Bonds credited
to its DTC account or (ii) to arrange for another securities depository to maintain
custody of definitive 2026 Series Bonds.
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(c) Notwithstanding any other provision of the Resolution to the
contrary, so long as any 2026 Series Bond is registered in the name of Cede & Co., as
nominee of DTC, all payments with respect to the principal of and interest on such 2026
Series Bond and all notices with respect to such 2026 Series Bond shall be made and
given to Cede & Co., as nominee of DTC, as provided in the Representation Letter.

(d) In connection with any notice or other communication to be
provided to Bondholders pursuant to the Resolutions by the District or the Trustee with
respect to any consent or other action to be taken by Bondholders, the District or the
Trustee, as the case may be, shall, to the extent possible, establish a record date for
such consent or other action and give DTC notice of such record date not less than 15
calendar days in advance of such record date.

SECTION 8. Paying Agent and Escrow Agent. Subject to the
provisions of Section 7 hereof, the principal of the 2026 Series Bonds shall be payable
at the designated corporate trust office of the Trustee under the Resolutions (or at the
principal office of any successor Trustee appointed pursuant to the Resolutions) or at
any other place which may be provided for such payment by the appointment of any
other Paying Agent or Paying Agents as authorized by the Resolutions. The Trustee is
hereby appointed the Paying Agent for the 2026 Series Bonds and as Escrow Agent for
the Bonds To Be Refunded. The interest on the 2026 Series Bonds will be payable by
wired transfer or by check mailed by the Trustee on each Interest Payment Date.

SECTION 9. Redemption Terms. The 2026 Series Bonds shall be
subject to redemption prior to maturity on such terms and conditions as may be set forth
in the Officer's Certificate, provided that, as set forth in Section 3 of this 2026 Series
Resolution, the 2026 Series Bonds shall be subject to optional redemption no later than
ten and one-half (10 '2) years from the date of issuance of such 2026 Series Bonds,
and the Redemption Price for any 2026 Series Bond shall not exceed one hundred
percent (100%) of the principal amount of such 2026 Series Bond.

SECTION 10. Application of the Proceeds of 2026 Series Bonds.
The proceeds of the 2026 Series Bonds shall be applied simultaneously with the
delivery of the 2026 Series Bonds for the purposes set forth in Section 4 of this 2026
Series Resolution as provided in the Officer’s Certificate.

SECTION 11. Form of 2026 Series Bonds. Subject to the provisions
of the Resolutions, the 2026 Series Bonds and the Certificate of Authentication shall be
in substantially the form of Exhibit C hereto.

SECTION 12. Additional Proceedings.

As additional proceedings of the District in connection with the issuance, sale
and delivery of the 2026 Series Bonds, there is hereby delegated to the Authorized
Officers of the District the power to take the following actions and make the following
determinations by Officer’s Certificate executed by any Authorized Officer of the District:
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(a) To determine, subject to the provisions of this 2026 Series Resolution, the
respective principal amounts, interest rate or rates, dated date, date of sale, maturity
dates, Interest Payment Dates, Redemption Prices and other redemption provisions of
the New Money Bonds and the Refunding Bonds and any other provisions necessary to
comply with the Resolutions or deemed necessary or advisable by such Authorized
Officer of the District which are not in conflict with or in substitution for the provisions of
the Resolutions, provided, however, that the aggregate principal amount, true interest
cost, date of sale, final maturity date, optional redemption date and Redemption Prices
of the 2026 Series Bonds shall not exceed the applicable limitations set forth in Section
3 of this 2026 Series Resolution;

(b) To determine the application of the proceeds of the 2026 Series Bonds for
the purposes stated in Section 4 of this 2026 Series Resolution;

(c) To negotiate, execute, deliver and perform the Purchase Contract in
connection with the private sale of the 2026 Series Bonds;

(d) In order to provide accurate accounting records and reports, to determine the
amount of the issuance costs resulting from the issuance of the 2026 Series Bonds to
be amortized monthly over the life of the 2026 Series Bonds;

(e) To determine which of the 2015 Series A Bonds and/or 2016 Series A Bonds
of the District shall constitute the Bonds To Be Refunded for purposes of this 2026
Series Resolution;

(f) To designate up to $100,000,000 in par value of the New Money Bonds as
‘green bonds” and to execute and deliver any documents required in connection with
such designation, provided that the Authorized Officer of the District determines that
designating any or all of the New Money Bonds is not disadvantageous to the District;
and

(g) To make such other determinations, to execute such other documents,
instruments and papers and to do such acts and things as may be necessary or
advisable in connection with the issuance, sale and delivery of, and security for, the
2026 Series Bonds and which are not inconsistent with the provisions of the
Resolutions, including this 2026 Series Resolution.

Any and all actions heretofore taken by the Authorized Officers of the District in
connection with the transactions authorized and contemplated by this 2026 Series
Resolution are hereby ratified.

All matters determined by an Authorized Officer of the District under the authority
of this 2026 Series Resolution shall constitute and be deemed matters incorporated into
this 2026 Series Resolution and approved by the District, and, whenever an Authorized
Officer of the District is authorized or directed to take any action pursuant to this 2026
Series Resolution with or upon the advice, consent or consultation with or by any other
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person, agency, office or official, a certificate of such Authorized Officer of the District
may be relied upon as being determinative that such advice, consultation or consent
has in fact occurred and that such actions of the Authorized Officer of the District are
valid and binding.

The Officer's Certificate executed by an Authorized Officer of the District
pursuant to this Section 12 shall constitute a supplement to, and be deemed to
supplement, the Resolutions and all matters determined by an Authorized Officer of the
District in such Officer’s Certificate shall be deemed matters incorporated into and a part
of the Resolutions.

SECTION 13. Execution, Delivery and Authentication. The 2026
Series Bonds shall be executed by imprinting thereon the manual or facsimile signature
of the President or Vice President of the District and by affixing thereto the corporate
seal of the District or facsimile thereof and said signature and seal shall be attested by
the manual or facsimile signature of the Corporate Secretary or an Assistant Secretary
of the District. The President or the Senior Director of Financial Operations and
Compliance and Corporate Treasurer of the District or their designees are hereby
authorized and directed to deliver the 2026 Series Bonds executed in the foregoing
manner to the Purchasers upon payment of the purchase price pursuant to the terms
and conditions of the Purchase Contract. There is hereby authorized to be printed or
otherwise reproduced on the back of, or attached to, each of the 2026 Series Bonds,
the opinion of Chiesa Shahinian & Giantomasi PC, Bond Counsel, the opinion of Nixon
Peabody, LLP, Special Tax Counsel, and a certification executed by the manual or
facsimile signature of the Corporate Secretary or an Assistant Secretary of the District
with respect to the form and delivery of said opinion. All Officers of the District and
employees designated by Officers are authorized to sign and execute all certificates and
documents required for the sale and delivery of the 2026 Series Bonds.

The Trustee (or its duly designated agent) as Authenticating Agent is hereby
authorized and directed to manually execute the Certificate of Authentication appearing
on the 2026 Series Bonds. No 2026 Series Bond shall be issued and delivered
hereunder without the manual signature of an authorized representative of the Trustee
or its Authenticating Agent appearing on such Certificate of Authentication.

SECTION 14. Approval of the Preliminary Official Statement. A
Preliminary Official Statement (the “Preliminary Official Statement”) relating to the sale
of the 2026 Series Bonds, in substantially the form presented to this meeting as Exhibit
E, is hereby approved, provided that an Authorized Officer of the District is hereby
authorized, with the advice of legal counsel, to make such changes, insertions or
deletions to and omissions from the form of the Preliminary Official Statement, as may
be necessary or appropriate. An Authorized Officer of the District is hereby authorized,
with the advice of legal counsel, to execute and deliver a certificate, or to include a
provision in the Bond Purchase Contract, that “deems final” the Preliminary Official
Statement relating to the 2026 Series Bonds pursuant to the provisions of Rule 15¢2-12,
and such certificate or provision relating thereto shall be in a form acceptable to legal
counsel.
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SECTION 15. Approval of Final Official Statement, Continuing
Disclosure Agreement and Escrow Deposit Agreement. The Authorized Officers of
the District and staff of the District are authorized to prepare and deliver to the
Purchasers an Official Statement, relating to the 2026 Series Bonds and dated the sale
date of the 2026 Series Bonds, substantially in the form of the Preliminary Official
Statement, with such changes, amendments, modifications, insertions, omissions or
additions, as may be approved by an Authorized Officer of the District in consultation
with legal counsel.

The form of the Continuing Disclosure Agreement attached hereto as
Exhibit F is hereby approved, provided that an Authorized Officer of the District is
hereby authorized, with the advice of legal counsel, to make such changes, insertions
or deletions to and omissions from the form of the Continuing Disclosure Agreement,
as may be necessary or appropriate. The form of the Escrow Deposit Agreement
attached hereto as Exhibit G is hereby approved, provided that an Authorized Officer
of the District is hereby authorized, with the advice of legal counsel, to make such
changes, insertions or deletions to and omissions from the form of the Escrow Deposit
Agreement, as may be necessary or appropriate. The President, or the Vice President,
or the General Manager and Chief Executive Officer, or the Associate General
Manager and Chief Financial Executive or the Senior Director of Financial Operations
and Compliance and Corporate Treasurer or any Assistant Treasurer of the District are
hereby each authorized and directed to execute and deliver the Official Statement, for
and on behalf of the District, to the Purchasers, the Continuing Disclosure Agreement
to the Trustee and the Escrow Deposit Agreement to the Escrow Agent. The Secretary
or an Assistant Secretary of the District are each hereby authorized to attest
signatures, if required.

SECTION 16. Reserved.

SECTION 17. Arbitrage Covenant. The District covenants and agrees
that it shall not direct or permit any action which would cause any 2026 Series Bond to
be an “arbitrage bond” within the meaning of Section 148 of the Code or direct or
permit any action inconsistent with the applicable regulations thereunder as amended
from time to time and as applicable to the 2026 Series Bonds. The provisions of this
Section 17 shall survive any defeasance of the 2026 Series Bonds pursuant to the
Resolution.

SECTION 18. Tax Exemption. In order to maintain the exclusion from
Federal gross income of interest on the 2026 Series Bonds, the District shall comply
with the provisions of the Code applicable to the 2026 Series Bonds, including without
limitation the provisions of the Code relating to the computation of the yield on
investments of the gross proceeds of the 2026 Series Bonds, reporting of earnings on
the gross proceeds of the 2026 Series Bonds, and rebate of excess earnings to the
Department of the Treasury of the United States of America and shall not take any
action or permit any action that would cause the interest on the 2026 Series Bonds to
be included in gross income under Section 103 of the Code or cause interest on the
2026 Series Bonds to be an item of tax preference under Section 57 of the Code. In

-11 -
4905-6335-8121.v5



furtherance of the foregoing, the District shall comply with the Tax Certificate as to
Arbitrage and the Provisions of Sections 141-150 of the Code, to be executed by an
Authorized Officer of the District at the time the 2026 Series Bonds are issued, as such
Tax Certificate may be amended from time to time, as a source of guidance for
achieving compliance with the Code, and such officers are hereby authorized and
directed to execute and deliver such Tax Certificate for and on behalf of the District.
The provisions of this Section 18 shall survive any defeasance of the 2026 Series
Bonds pursuant to the Resolution.

SECTION 19. Severability. If any one or more of the covenants or
agreements provided in this 2026 Series Resolution on the part of the District or any
Fiduciary to be performed should be contrary to law, then such covenant or covenants
or agreement or agreements shall be deemed severable from the remaining covenants
and agreements, and shall in no way affect the validity of the other provisions of this
2026 Series Resolution, so long as this 2026 Series Resolution as so modified
continues to express, without material change, the original intentions of the District or
any Fiduciary as to the subject matter of this 2026 Series Resolution and the deletion
of such portion of this 2026 Series Resolution will not substantially impair the
respective benefits or expectations of the District or any Fiduciary.

SECTION 20. Effective Date. This 2026 Series Resolution shall take
effect immediately upon adoption.
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EXHIBIT A

Opinions & Orders of the Arizona Corporation Commission

Order Order Date
78770 November 21, 2022
79545 September 13, 2024
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EXHIBIT B

DTC Blanket Letter of Representation
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EXHIBIT C

Form of 2026 Series Bond
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EXHIBIT D

Form of Purchase Contract
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EXHIBIT E

Form of Preliminary Official Statement
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EXHIBIT F

Form of Continuing Disclosure Agreement
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EXHIBIT G

Form of Escrow Deposit Agreement
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Commissioner W] |
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Commissioner E-02217A-24-0106

IN THE MATTER OF THE APPLICATION ) DOCKET NO.
OF SALT RIVER PROJECT - 70646
AGRICULTURAL IMPROVEMENT AND } DECISIONNO. _T95%%
POWER DISTRICT FOR AN ORDER ; ORDER

AUTHORIZING ITS ISSUANCE OF

REVENUE BONDS AND REFUNDING i

REVENUE BONDS. %

Open Meeting
September 5, 2024
Phoenix, Arizona

BY THE COMMISSION:
FINDINGS OF FACT
BACKGROUND
1. Salt River Project Agricultural Improvement and Power District (“SRP” or

“District”™) is a political subdivision of the State of Arizona organized in 1937. SRP is principally
engaged in the purchase and sale of electricity to over one million residential, commercial and
wholesale customers in Maricopa, Pinal, and Gila Counties in Arizona. SRP generates electricity in
Arizona, New Mexico, and Colorado, primarily for sale in Arizona.

2. On May 10, 2024, SRP filed an application with the Arizona Corporation
Commission (“"ACC” or “Commission™) requesting an order authorizing the District’s issuance of
Revenue Bond and Refunding Revenue Bonds (“Application™). SRP seeks Commission

authorization to issue Revenue Bonds in an amount not to exceed $6,400,000,000, and issue
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Refunding Revenue Bonds in an amount not to exceed $7.000,000,000.
Revenue Bonds

3. SRP states that the purpose of the proposed Revenue Bonds is “...to pay or reimburse
SRP for the construction costs of improvements, replacements, additions, extensions and
betterments of SRP’s electric system....” SRP further states the proposed capital investments are
necessary as “SRP service area is experiencing unprecedented growth in the commercial and
industrial sectors, including high-energy users such as semiconductor manufacturing, data centers
and other high-tech industries.” The District further reports that aside from the projected customer
growth, it “... is in the process of transforming its generation fleet and its transmission and
distribution system to support a low carbon energy future. SRP's steadfast commitment to
sustainability is exemplified by its goal to reduce carbon intensity by 82 percent from 2005 levels
by 2035 and achieve net-zero carbon emissions by 2050.” SRP believes that the authorization to
issue Revenue Bonds “... will help finance the addition of needed generation capacity, and the
transmission and distribution improvements necessary to meet SRP's 2035 sustainability
commitment.”

4. SRP indicates that it plans to issue the proposed Revenue Bonds in several series,
depending on the construction needs, market conditions and its bond rating at the time of the
transaction. The Revenue Bonds will be issued in varied amounts, with each maturity not to exceed
50 years, and at prevailing interest rates at the time of issuance. SRP reports that its current bond
ratings are AA+ by Standard and Poor’s (“S&P”) and Aal by Moody's Investors Service
(*Moody’s™).

5. SRP requests that “Because the Revenue Bonds are typically callable at a minimum
of ten years from the date of issuance and. therefore, may only be subject to refunding after this ten-
year period has elapsed..., that the Commission authorize that there *...not contain an expiration

date with respect to the issuance of the Refunding Bonds.™

1 Company Application, page 1.
2 Company Application, page 10.
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Refunding Revenue Bonds

6. SRP proposes Refunding Revenue Bonds in an amount not to exceed
$7.000,000.000, that *...will be used to refinance existing debt, if financially advantageous to do
s0.”3. SRP states that the Refunding Revenue Bonds will have the same characteristics as the
Revenue Bonds, wi-th varied maturities and interest rates, depending on market conditions. The
proceeds of the proposed Refunding Revenue Bonds will be utilized to repay existing debt, and
refinance existing debt at lower interest rates, for the benefit of its ratepayers.
Public Notice

7. On June 18, 2024, SRP docketed a Notice of Affidavit of Publication, confirming
that the notice of this financing Application was published in the Arizona Republic on June 2, 2024,
and in the Arizona Business Gazette on May 30, 2024, newspapers of general circulation.
STAFF ANALYSIS AND RECOMMENDATIONS
Engineering Analysis

8. ACC Utilities Division Staff (*Staff”) Engineering has reviewed SRP’s projected
capital investments for fiscal years 2025 through 2030. Staff has determined that the projects and
related costs are reasonable and in the public interest. Details of Staff’s Engineering analysis and
recommendations are in Attachment A to the Staff Memorandum.
Financial Analysis

9. Staff’s financial analysis is based on SRP’s audited financial statements for the fiscal
year ended April 30, 2023. as shown on Schedule LKH-1. Column A presents the actual results of
selected financial information. Column B presents proforma financial information to reflect the
effect of the $6.400.000,000 of additional Revenue Bonds. Column B does not reflect SRP’s
proposed issuance of $7,000,000,000 of Refunding Revenue Bond since the proceeds will be utilized

to repay and/or refinance existing debt and those terms are not known at this time.

3 Company Application, page 1.
Decision No. 79545
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10. Staff’s analysis assumes an annual interest rate of five percent and an average
maturity of 30 years for the Revenue Bonds, based on SRP’s representation to Staff. Staff also
assumes the District’s issuance of $6.400.000,000 of new Revenue Bond in this analysis.

11. Staff notes that SRP’s capital structure as of April 30, 2023, is comprised of 1.0
percent short-term debt, 44.7 percent long-term debt, and 54.2 percent equity (Schedule LKH-1,
Column A attached to the Staff Memorandum). As shown on Schedule LKH-1. Column B attached
to the Staff Memorandum, Staff has determined that SRP’s issuance of $6.400,000,000 of additional
Revenue Bonds would result in a capital structure that is comprised of 0.9 percent short-term debt,
52.5 percent long-term debt and 46.6 percent equity.

12. Using the Staff-calculated debt service amounts, Staff has determined that upon
issuance of the District’s proposed $6,400,000,000 of Revenue Bonds, SRP will have a Debt Service
Coverage (“DSC™) of 1.85. The DSC represents the number of times cash flow from operations
(i.e., operating income plus income tax, depreciation, and amortization expenses) covers required
principal and interest payments on debt. A DSC greater than 1.0 means cash flow from operations
is sufficient to cover debt obligations. A DSC less than 1.0 means that debt service obligations
cannot be met by cash generated from operations. As a result, Staff has determined that SRP has
adequate cash flow from its operation to service its existing debt as well as the proposed Revenue
Bonds.

CONCLUSIONS

13. Based on these findings, Staff concludes that SRP’s issuance of additional Revenue
Bonds not to exceed $6,400,000,000 and issuance of Refunding Revenue Bonds not to exceed
$7.000,000,000, would not impair the District’s financial viability or its ability to continue to serve
its ratepayers. Staff also determined that this financing Application is within SRP’s organizational
powers, compatible with the public interest, and consistent with sound financial practices.

14. Staff concludes that the District’s projected capital investments for 2025-2030 are
reasonable and necessary for the provision of service.

15.  Staff further concludes it is in the public interest for the Commission to authorize

SRP to issue its requested additional Revenue Bonds, in an amount not to exceed $6,400,000,000;

Decision No. 79545
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and Refunding Revenue Bonds, in an amount not to exceed $7.000.000,000, for a term not to exceed
50 years for each issuance, and at the prevailing interest rate.
RECOMMENDATIONS

Staff recommends:

. That the Commission authorize SRP’s request to issue Revenue Bonds in an amount
not to exceed $6.400,000.,000, for a term not to exceed 50 years for each issuance, and at the
prevailing interest rates, for the purposes described in the Application. Staff further recommends
that Commission approval granted herein shall not contain an expiration date with respect to the
issuance of the Revenue Bonds in this proceeding.

o That the Commission authorize SRP’s request to issue Refunding Revenue Bonds in
an amount not to exceed $7,000,000,000 to refund and refinance its existing revenue bonds. Staff
further recommends that Commission approval granted herein shall not contain an expiration date
with respect to the issuance of the Refunding Revenue Bonds in this proceeding.

. That the Commission authorize SRP to engage in any transaction and to execute any
documents necessary to effectuate the authorizations granted.

° That the Commission order SRP to file with Docket Control, as a compliance item in
this docket, within 60 days of the execution of any financing transaction authorized herein; a copy
of all notes and other documents memorializing the transaction and a written summary providing an
overview of the transaction that includes, but is not limited to, the business rationale for the
transaction, the terms and conditions of the transaction, and a demonstration that the rates and terms
were consistent with those generally available to comparable entities at the time; and for any
refunding transaction that it is economically beneficial.

CONCLUSIONS OF LAW

1. Salt River Project Agricultural Improvement and Power District is a political
subdivision of the State of Arizona pursuant to Article 13, Section 7 of the Arizona Constitution and
an agricultural improvement district duly organized under and existing under Title 48, Chapter 17

of the laws of the State of Arizona (A.R.S. § 48-2301, et seq.).
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2, The Commission has jurisdiction over Salt River Project Agricultural Improvement
and Power District regarding the subject matter of the application pursuant to A.R.S. §§ 40-302 and
48-2465(B).

3. Approval of the financing is consistent with the Commission’s authority under the
Arizona Constitution, Arizona ratemaking statutes, and applicable case law.

4. Salt River Project Agricultural Improvement and Power District proposed issuance
of Revenue Bonds and the Refunding Revenue Bonds as requested in the application are within its
powers as an agricultural improvement district pursuant to A.R.S. §§ 48-2465 and 48-2471(B) and
are compatible with the public interest.

5. The requested Revenue Bonds and Refunding Revenue Bonds authority approved
herein is for the purposes stated in this application, and is reasonably necessary for those purposes,
and such purposes are not, wholly or in part, reasonably chargeable to operating expenses or to
income.

6. It is in the public interest to approve Salt River Project Agricultural Improvement and
Power District’s requested authority for issuance of Revenue Bonds and Refunding Revenue Bonds,
as discussed herein.

7 Notice of this application was given in accordance with the law.

ORDER

IT IS THEREFORE ORDERED that Salt River Project Agricultural Improvement and
Power District is hereby authorized to issue Revenue Bonds in an amount not to exceed
$6.400.000,000, with maturity not to exceed 50 years for each issuance.

IT IS FURTHER ORDERED that Salt River Project Agricultural Improvement and Power
District is hereby authorized to issue Refunding Revenue Bonds in an amount not to exceed
$7.000,000,000. with maturity not to exéeed 50 years for each issuance.

IT IS FURTHER ORDERED that Salt River Project Agricultural Improvement and Power
District is hereby authorized to engage in any transaction and to execute any documents necessary

to effectuate the authorizations herein.

Decision No. 79545
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IT IS FURTHER ORDERED that Salt River Project Agricultural Improvement and Power
District shall file with Docket Control, as a compliance item in this Docket, within 60 days of the
execution of any financing transaction authorized herein; a copy of all notes and other documents
memorializing the transaction and a written summary providing an overview of the transaction that
includes, but is not limited to, the business rationale for the transaction, the terms and conditions of
the transaction, and a demonstration that the rates and terms were consistent with those generally
available to comparable entities at the time: and for any refunding transaction that it is economically

beneficial.

Decision No. 79545
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IT IS FURTHER ORDERED that the authorizations granted herein are expressly
conditioned upon Salt River Project Agricultural Improvement and Power District’s use of the

proceeds derived thereby for purposes set forth in the application.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

S F o Ao Ty LA

CHAIRMAN O’CONNOR COMMISSIONER MARQUEZ PETERSON

rna, Iovar_ LA Wy

COMMISSIONER TOVAR  COMMISSIONER THOMPSON ~ COMMISSIONER MYERS

IN WITNESS WHEREOF, I, DOUGLAS R. CLARK,
Executive Director of the Arizona Corporation Commission,
have hereunto, set my hand and caused the official seal of this
Commission to be affixed at the Capitol, in the City of
Phoenix, this }jy’r}iay of ¢ }0‘} ¥ )/}’JM 2024.

Ayl #LLA

DOUGLAS R. CLARK
EXECUTIVE DIRECTOR

DISSENT:

DISSENT:

RSP BAB:LKH:kj/SAE
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Schedule LKH-1

Application For Fi g
FINANCIAL ANALYSIS
[A] [8]
4/30/2023 Pro Forma
Without Bond With $6.4 Billion Bond
1 Operating Income (5292,087) ($292,087)
2 Depreciation & Amort. 670,091,000 670,091,000
3 Income Tax Expense 0 0
4
5 Interest Expense $131,855,000 $221,251,894
[ Repayment of Principal 113,930,000 140,486,574
7
8
11 psc
12 [1+2+3] + [5+6] 273 1.85
13
14
15
16
17
18 Short-term Debt $113,930,000 1.0% $113,930,000 0.9%
19
20 Long-term Debt 54,950,900,000 44.7% $6,750,900,000 52.5%
21
22 Common Equity $6,002,590,000 54.2% $6,002,590,000 46.6%
23
24 Total Capital $11,067,420,000 100.0% $12,867,420,000 100.0%
25
26 [A]; Based on audited financial statements for the fiscal year ended Apnl 30, 2023,
27 [B]: Column [A] inclusive of $6.4 bilion debt amortized for 30 years at 5%,
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________ - E-02217A-24-0106
TO: Lori Harris
Public Utilities Manager
FROM: Chaunce De Roos
Utilities Engineer — Electric
DATE: August 8, 2024
RE: IN THE MATTER OF THE APPLICATION OF SALT RIVER PROJECT

AGRICULTURAL IMPROVEMENT AND POWER DISTRICT FOR AN
ORDER AUTHORIZING ITS ISSUANCE OF REVENUE BONDS AND
REFUNDING REVENUE BONDS. (DOCKET NO. E-02217A-24-0106)

INTRODUCTION

Salt River Project Agricultural Improvement and Power District (“SRP” or the “District™)
filed an application for an authorization of issuance of revenue bonds and refunding revenue bonds
(“Application”) on May 10, 2024, to the Arizona Corporation Commission (“ACC” or
*“Commission.

SRP’s Application requests that the Commission authorize the issuance of an amount of
revenue bonds not exceeding $6.400,000,000 and an amount of refunding revenue bonds not
exceeding $7.000,000.000. A.R.S. § 48-2465(B) provides that the District may not issue revenue
bonds until it first secures an order from the Commission authorizing the issuance of such bonds
in accordance with those provisions of A.R.S. § 40-302 pertaining to the issuance of bonds.

SRP is a political subdivision of the State of Arizona pursuant to Article 13, Section 7 of
the Arizona Constitution, and an agricultural improvement district duly organized and existing
under A.R.S. § 48-2301. The District is principally engaged in the purchase and sale of electricity
in the counties of Maricopa, Pinal, and Gila, Arizona, and the generation of electricity in Arizona,
New Mexico, and Colorado, primarily for sale in Arizona. SRP serves over one million electric
residential, municipal, large commercial, industrial, and small business customers.

ENGINEERING REVIEW

Commission Utilities Division Staff (“Staff”) performed an engineering review of the
Application, SRP’s historical and current system characteristics, estimated future capital
expenditures, and responses to Data Requests (“DR™) that were issued by Staff. Staff considered

the following in its review:

. The District’s electric system characteristics and system reliability.

Decision No. 79545
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s Whether the capital expenditures adequately address the needs of the customers and
the load growth. '
» Whether the proposed budgets related to infrastructure upgrades and new additions

appear to be reasonable and appropriate.
Electric System Characteristics

SRP provided Staff with historical and projected system peak demand, system load, and
annual system losses. This information is delineated in Tables 1 and 2.

Table 1: Historical System Characteristics
Percent

Percent

Peak Change System Svstem Change Svstem  System

Demand in Peak  Peak Load in System Losses Losses

(MW) Demand Month (MWh) Load (MWh) Percent

2020 | 7.305 | August | 29.925.286 | 1,395,182 | 4.455%
2021 | 7,677 5.092% | July | 32,076,563 7.189% [ 1.497.581 | 4.461%
2022 | 7.635 -0.547% | June |31.431,628 2.011% | 1,477,040 4.488%
2023 | 7,672 0.485% | July | 32.754.067 4.207% | 1,531,976 | 4.468%
2024 | 8.224 7.195% | July | 33,656,744 2.756% | 1.555.026 | 4.416%

MW — megawatts
MWh — megawatt hours

Table 2: Projected System Characteristics

Peak Demand System Load Svstem Losses

The average annual historic system losses as a percent of total load. are 4.458 percent for
this five-year period. Staff’s review concludes that SRP has an acceptable level of system losses

Year (MW) (MWh) (MWh)
2025 8.256 36,035,252 1.492.479
| 2026 8.690 38.783.024 1.605.868 |
2027 9,171 41,939,525 1.736.792
208 | 9591 44802456 | 1855351
2029 0.976 47.391.294 1,962,786

in the historic period from 2019 — 2023.

losses. and projected data.

system peak demand for the time period of 2019 through 2023.

Figure 1 presents the Company’s electric system load,
Figure 2 displays the Company’s historical customer growth and
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Figure 1: SRP System Load and Losses
SRP Customers & Peak Demand
1 == Customers A0
1 =@==Peak Demand (MW) - 8,200
; - 8,000 2
4 7,800 €
=
7600 2
c E
&
- 7,400 =
£
-]
- 7,200 &
= 7,000
- 6,800
2020 2021 2022 2023 2024
Year

Figure 2: SRP Customers & Peak Demand
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SRP’s peak demand growth increased by 12.5 percent and their customer growth increased
by 8.07 percent from 2020 — 2024. Staff’s analysis concludes that SRP has an acceptable level of
system losses in the historic period from 2020 — 2024. Additionally. Staff’s analysis concludes
that SRP’s customer growth correlates with the District’s peak demand growth.

Electric System Reliability

Interruptions are the metric for the quality of service to customers and can be classified
into four categories: Power Supplier, Planned, Major Events, and All Other. Categorizing
interruptions provides information on their causes, from weather-related to equipment failures.

The three most common indices for interruptions are the System Average Interruption
Duration Index (“SAIDI™), the System Average Interruption Frequency Index (“SAIFI”), and the
Customer Average Interruption Duration Index (“CAIDI™). Each index measures the following:

. SAIDI measures the total duration of an interruption to the average customer on an
annual basis.

% SAIFI measures the number of times the average customer experiences a power
interruption.
. CAIDI measures the average time to restore service.

These indices are defined in the Institute of Electrical and Electronics Engineer (“IEEE™)
Guide for the Electrical Power Distribution Reality, IEEE 1366-2022. Table 3 presents SRP’s
SAIDI, SAIFI, and CAIDI indices from 2019-2023.

Table 3: SRP Reliabilii Averaies Year-Over-Year

2019 49 0.78 63
2020 47 0.75 63
2021 85 1.01 84
2022 81 1.09 75
2023 70 1.01 69

SRP’s five-year SAIDI data for system interruptions without major events ranged between
47 — 85 minutes. Staff utilized the IEEE Power and Energy Society (“PES™) Distribution
Reliability Working Group’s yearly benchmark results', to compare and analyze SRP’s system
reliability performance to industry performance. Staff utilized the Median Quartile without major
events for a large sized utility” from the yearly benchmark results from 2019 through 2022. Table

' Benchmarking — IEEE PES Distribution Reliability Working Group
* IEEE PES Distribution Reliability Working group defines a large size utility as greater than 1,000,000 customers.
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4 presents SRP’s SAIDI and SAIFI measurements with respect to IEEE PES’s benchmark results
from 2019 through 2023.

Table 4: Ten-Year SAIDI & SAIFI Large Utility (Minutes
SAIDI IEEE Company SAIDI SAIFI IEEE Company SAIFI

2019 107 49 1.01 0.78
2020 103 47 1.06 0.75
2021 139 85 1.09 1.01
2022 115 81 1.02 1.09
2023 | Not Available’ 70 Not Available 1.01

Figure 3 presents SRP’s SAIDI 5-year trend in comparison with [EEE’s benchmark results
from the last five years. A lower SAIDI value equates to better reliability performance.

SRP SAIDI vs. IEEE SAIDI =®=!FLESADI
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Figure 3: SRP SAIDI vs. IEEE SAIDI

Figure 4 presents SRP’s SAIFI 5-year trend in comparison with I[EEE’s benchmark results
from the last five years. A lower SAIFI value equates to better reliability performance.

"1EEE Distribution Working Group Benchmark Results for 2023 are not available yet.
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Figure 4: SRP SAIFI vs. IEEE SAIDI

In SRP’s DR response, the District stated that 12 percent to 28 percent of SAIDI values
were due to underground cable failures. Additionally, SRP states the underground cable failure
has contributed to annual SAIDI value over the past 10 years. In the District’s DR response, an
underground cable replacement program has been put in place and will help identify and replace
underground cables each year.

Staff’s review of SRP’s electric system reliability concludes that SRP’s record of service
interruptions in the historic period from 2019 through 2023 reflects that SRP is performing better
than the IEEE benchmark results.

Capital Expenditures
In a DR response, SRP provided Staff with their growth, aging infrastructure, and

regulatory/compliance investments. SRP projects spending $11.5 billion in the next six years. The
percentage breakdown of this spending is as follows:

» 74 percent in growth investments
e 25 percent in aging infrastructure
e 1 percent in regulatory and compliance

SRP states in a DR that a majority of its growth investments capital spending will be
focused on long-term generation capacity and new business distribution. This will include
investments in generation capacity and to address improvements to their existing generation fleet,

Decision No. 79545



Salt River Project Agricultural Improvement and Power District
Docket No. E-02217A-24-0106
Page 7

transmission, distribution substations and lines. Table 5 delineates SRP investments from their
previous projected capital spending to present.

With regard to aging infrastructure, SRP states that their investments will address existing
generation fleet betterment, underground cable replacement, and distribution system betterments.
As stated in Staff’s Electric System Reliability section, SRP attributes 12 percent to 28 percent
SAIDI values due to underground cable failure.

In SRP’s application from Docket No. E-02217B-22-0208, the District provided estimated
capital expenditures for fiscal years 2023 —2038. Table 5 delineates SRP capital expenditures for
Generation, Transmission. Distribution. Customer Systems. and Operational Support for 2023 —
2038.

Table 5: SRP Estimated Capital Expenditures from 2023 — 2028 (millions)*

2023 2024 2025 2026 2027 2028
Generation $448 | $607 | $274 $153 $247 $216
Transmission 370 151 a7 57 90 115
Distribution 317 306 307 291 291 287
Customer Systems 48 52 59 66 60 63
Operational Support 153 97 99 109 100 103

SRP’s primary focus in their 2023 — 2028 estimated capital expenditures is in the
Generation and Distribution categories.

In SRP’s current Application, the District provided their estimated capital expenditures for
2025 — 2030 in their Application. Table 6 delineates SRP projected capital expenditures for
Generation, Transmission, Distribution, Customer Systems, and Operational Support for 2025 —
2030.

Table 6: SRP Estimated Capital Expenditures for 2025 — 2030 (millions)

2025 2026 2027 2028 2029 2030
Generation $561 $590 | $752 | $1,055| $1344 | $1.172
Transmission 198 151 93 147 122 49
Distribution | 504 439 417 398 | 396 402
Customer Systems | 46 65 66 69 | 70 73
Operational Support | 214 205 177 125 | 113 93

* Staff utilized the Estimate Capital Expenditures for Fiscal Years 2023 — 2028 in SRP’s last application in Docket
No. E-02217B-22-0208.
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SRP’s primary focus in their 2025 — 2030 estimated capital expenditures is in the
Generation and Distribution categories. SRP’s estimated capital expenditures for 2023 — 2028 and
their current estimated capital expenditures are consistent with each other.

SRP’s 2023 Integrated System Plan® (“ISP”) projects a 40 percent growth in energy
demand by 2035. SRP’s Balanced System Plan in the ISP plans on adding the following resources
by 2035:

s 7.000 MW of new renewables

1.000 MW of new long-duration pumped hydro energy storage

1,500 MW of new battery storage

2.000 MW of new firm natural gas

SRP will also be adding 65 new distribution substation bays to respond to the growing
customer growth in its service territory.

Staff also reviewed SRP’s 2023 annual report® that includes historical five-year operational
and statistical review and financial summary. Staff observed that SRP’s five-year and statistical
financial data demonstrates that the majority of SRP’s expenditures are on their gross utility plant.

Staff concludes that SRP’s capital spending appears to adequately address the needs for
current and projected customer and load growth in its service area with their investment priority
being long-term generation capacity and new business distribution.

Compliance

Staff performed a compliance check for SRP. Compliance records reflect that SRP is in
compliance with all requirements. Staff concludes that SRP is in compliance with the ACC.

CONCLUSIONS

Based on the review of SRP’s Application, electric system reliability, characteristics, and
their capital budgets as well as its responses to Staff-issued data request, Staff conclusions are as
follows:

L SRP has an acceptable level of system losses in the historic period from 2020 —
2024. Additionally, SRP’s customer growth correlates with their peak demand
growth.

> https://www.srpnet.com/ grid-water-management/future-planning/integrated-system-plan
® https://www.srpnet.com/assets/srpnet/pdf/about/2023-annual-report.pdf
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1

SRP’s record of service interruptions in the historic period from 2019 through 2023
reflects that SRP is performing better than the IEEE benchmark results.

3. SRP’s projected capital spending over the next six years appears to adequately
address the needs for current and projected customer and load growth in its service
area with the capital spending’s priority being long-term generation capacity and
new business distribution.

4., SRP is in compliance with the ACC.

8 SRP’s Application appears reasonable and necessary for the continued provision of
service.

CVTDKj
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DOCKET NO. E-02217B-22-0208
DECISION NO. 78770
ORDER

IN THE MATTER OF THE APPLICATION
OF SALT RIVER PROJECT
AGRICULTURAL IMPROVEMENT AND
POWER DISTRICT FOR AN ORDER
AUTHORIZING ITS ISSUANCE OF
REVENUE BONDS AND REFUNDING
REVENUE BONDS.

e e e e e e e e

Open Meeting

November 9, and November 10. 2022
Phoenix. Arizona

BY THE COMMISSION:

FINDINGS OF FACT

Background

1. Salt River Project Agricultural Improvement and Power District (“SRP™ or
“District”) is a political subdivision of the State of Arizona organized in 1937. SRP is principally
engaged in the purchase and sale of electricity to over one million residential, commercial and
wholesale customers in Maricopa, Pinal. and Gila Counties in Arizona. SRP generates electricity in
the States of Arizona. New Mexico and Colorado, primarily for sale in Arizona.

2. On July 20, 2022, SRP filed an application with the Arizona Corporation
Commission (“Commission™) requesting an order authorizing the District’s issuance of Revenue
Bond and Refunding Revenue Bonds. SRP seeks Commission authorization to issue Revenue Bonds
in an amount not to exceed $1.800,000,000, and issue Refunding Revenue Bonds in an amount not

to exceed $3.000.000,000, an aggregate amount not to exceed $4.800.000.000.
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Revenue Bonds

3. SRP states that the purpose of the proposed Revenue Bonds is to “...to pay or
reimburse SRP for the construction costs of improvements, replacements, additions, extensions and
betterments of SRP's electric system....” SRP further states the proposed capital investments are
necessary and in anticipation of significant population growth in Maricopa County, that will require
“...35 percent growth in peak electricity demand by 2030, which is the equivalent to serve nearly
600.000 average size Arizona home.”' The District further reports that aside from the projected
customer growth, it ... is in the process of transforming its generation fleet and its transmission and
distribution system to support a low carbon energy future. SRP's steadfast commitment to
sustainability is exemplified by its pledge to reduce carbon intensity by more than 65 percent by
2035 and 90 percent by 2050.”> SRP believes that “The authorization to issue Revenue Bonds will
help finance the addition of needed generation capacity, and the transmission and distribution
improvements necessary to meet SRP's 2035 sustainability commitment.™

4. SRP indicates that it plans to issue the proposed Revenue Bonds in several series,
depending on the construction needs, market conditions and its bond rating at the time of the
transaction. The Revenue Bonds will be issued in varied amounts, with each maturity not to exceed
50 years, and at prevailing interest rates at the time of issuance. SRP reports that its current bond
ratings are AA+ by Standard and Poor's ("S&P") and Aal by Moody's Investors Service
("Moody's").
Refunding Revenue Bonds

5. SRP proposes Refunding Revenue Bond in an amount not to exceed $3.000,000,000.,
*_..will be used to refinance existing debt, if financially advantageous to do so™ SRP states that
the Refunding Revenue Bonds will have the same characteristics as the Revenue Bonds, with varied
maturities and interest rates, depending on market conditions. The proceeds of the proposed

Refunding Revenue Bonds will be utilized to repay existing debt, and refinance existing debt at

' Company application page |, paragraph 2.
2 Company application page 1. paragraph 2.
3 Company application page 1. paragraph 2.
* Company application, page 1, paragraph 1.
o 78770
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lower interest rates, for the benefit of its ratepayers.
Public Notice

6. On September 16. 2022, SRP docketed a Notice of Affidavit of Publication,
confirming that the notice of this financing application was published in the Arizona Republic on
August 16, 2022, and Arizona Business Gazette on August 18, 2022, newspapers of general
circulations.

Staff Analysis and Recommendations
Engineering Analysis

7. Staff Engineering has reviewed SRP's projected capital investments for fiscal years
2023 through 2028. Staff has determined that the projects and related costs are reasonable and in
the public interest. Details of Staff Engineering analysis and recommendations are in
Attachment A.

Financial Analysis

8. Staff's financial analysis is based on SRP's financial statements for the fiscal year
ended April 30, 2022, as shown on Schedule TDP-1. Column A presents the actual results of
selected financial information. Column B presents proforma financial information that modifies
Column A to reflect the effect of the $1.800.000.000 of additional Revenue Bonds. Column B does
not reflect SRP’s proposed issuance of $3,000,000.000 of Refunding Revenue Bond since the
proceeds will be utilized to repay and/or refinance existing debt.

9. As shown on Schedule TDP-1, Staff’s analysis assumes 5 percent annual interest rate
and an average maturity of 30 years for the Revenue Bonds, based on SRP’s representation to Staft.
Staff also assumes the District’s issuance of $1.800,000.00 of new Revenue Bond in this analysis.

10. Staff notes that SRP’s capital structure as of April 30, 2022, is comprised of 1.0
percent short-term debt, 41.3 percent long-term debt, and 57.7 percent equity (Schedule TDP-1.
Column A). As shown on Schedule TDP-1, Column B, Staff has determined that SRP’s issuance of
$1.800.,000,000 of additional Revenue Bonds would result in a capital structure that is comprised of
0.8 percent short-term debt, 49.6 percent long-term debt and 49.6 percent equity.

11: Using the debt service amounts calculated on TDP-2, Staff has determined that upon

. 78770
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issuance of the District’s proposed $1.800.000.000 of Revenue Bonds. SRP will have a Debt Service
Coverage(“DSC™) 0of 3.47. The DSC represents the number of times cash flow from operations (i.e.,
operating income plus income tax, depreciation and amortization expenses) covers required
principal and interest payments on debt. A DSC greater than 1.0 means cash flow from operations
is sufficient to cover debt obligations. A DSC less than 1.0 means that debt service obligations
cannot be met by cash generated from operations. As a result, Staff has determined that SRP has
adequate cash flow from its operation to service its existing debt as well as the proposed Revenue
Bonds.
Conclusion

12. Based on these findings, Staff concludes that SRP's issuance of additional Revenue
Bonds not to exceed $1.800.000,000 and issuance of Refunding Revenue Bonds not to exceed
$3.000,000,000, would not impair the District’s financial viability or its ability to continue to serve
its ratepayers. Staff also determined that this financing application is within SRP's organizational
powers, compatible with the public interest, and consistent with sound financial practices.

13: Staff concludes that the District’s projected capital investments for 2023-2028 are
reasonable and necessary for provision of service.

14. Staff further concludes it is in the public interest for the Commission to authorize
SRP to issue its requested additional Revenue Bonds, in an amount not to exceed $1,800,000,000;
and Refunding Revenue Bonds. in an amount not to exceed $3,000,000.000, for a term not to exceed
50 years for each issuance, and at the prevailing interest rate.
Recommendations

15.  Staff recommends that the Commission authorize SRP's request to issue Revenue
Bonds in an amount not to exceed $1.800.000,000, for a term not to exceed 50 years for each
issuance, and at the prevailing interest rates, for the purposes described in the application, on/or
before January 1, 2031. Staff further recommends that the Commission approval granted herein
shall expire on January 1. 2031, for any unissued balance of the $1.800.000.000 of Revenue Bond
authorized in this proceeding.

16.  Staff further recommends that the Commission authorize SRP's request to issue

Decision No. 78770
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Refunding Revenue Bonds in an amount not to exceed $3.000.000,000 to refund and refinance its
existing revenue bonds, on/or before January 1, 2031. Staft further recommends that the
Commission approval granted herein shall expire on January 1, 2031, for any unissued balance of
the $3,000,000,000 of Refunding Revenue Bond authorized in this proceeding.

17 Staff further recommends authorizing SRP to engage in any transaction and to
execute any documents necessary to effectuate the authorizations granted.

18. Staff further recommends that the Commission order the District to file with Docket
Control, as a compliance item in this docket, within 60 days of the execution of any financing
transaction authorized herein: a copy of all notes and other documents memorializing the transaction
and a written summary providing an overview of the transaction that includes, but is not limited to,
the business rationale for the transaction, the terms and conditions of the transaction, and a
demonstration that the rates and terms were consistent with those generally available to comparable
entities at the time; and for any refunding transaction that it is economically beneficial.

CONCLUSIONS OF LAW

1. Salt River Project Agricultural Improvement and Power District is a political
subdivision of the State of Arizona pursuant to Article 13, Section 7 of the Arizona Constitution,
and an agricultural improvement district duly organized under and existing under Title 48. Chapter
17 of the laws of the State of Arizona (A.R.S. § 48-2301 et seq.).

2 The Commission has jurisdiction over Salt River Project Agricultural Improvement
and Power District regarding the subject matter of the application pursuant to A.R.S. §§ 40-302 and
48-2465(B).

3. Approval of the financing is consistent with the Commission's authority under the
Arizona Constitution, Arizona Revised Statutes, and applicable case law.

4. Salt River Project Agricultural Improvement and Power District proposed issuance
of Revenue Bonds and the Refunding Revenue Bonds as requested in the application are within its
powers as an agricultural improvement district pursuant to A.R.S. §§ 48-2465 and 48-2471(B) and
are compatible with the public interest.

A The requested Revenue Bonds and Refunding Revenue Bonds authority approved

Decision No. 78770
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herein is for the purposes stated in this application, and is reasonably necessary for those purposes,
and such purposes are not, wholly or in part, reasonably chargeable to operating expenses or to
income.

6. It is in the public interest to approve the Salt River Project Agricultural Improvement
and Power District 's requested authority for issuance of Revenue Bonds and Refunding Revenue
Bonds, as discussed herein.

7 Notice of this application was given in accordance with the law.

ORDER

IT IS THEREFORE ORDERED that the Salt River Project Agricultural Improvement and
Power District is hereby authorized to issue Revenue Bonds in an amount not to exceed
$1.800.000,000, with maturity not to exceed 50 years for each issuance, at the prevailing market
rates, on/or before January 1, 2031.

IT IS FURTHER ORDERED that the Salt River Project Agricultural Improvement and
Power District authorized to issue Refunding Revenue Bonds in an amount not to exceed
$3.000,000,000, with maturity not to exceed 50 years for each issuance, at the prevailing market
rates, on/or before January 1, 2031.

IT IS FURTHER ORDERED that Commission authority granted herein shall expire on
January 1, 2031, if the Salt River Project Agricultural Improvement and Power District does not
issue any portion of its requested $1,800,000.000 of Revenue Bond and $3.000,000.000 of
Refunding Revenue Bonds.

IT IS FURTHER ORDERED that Salt River Project Agricultural Improvement and Power
District is hereby authorized to engage in any transaction and to execute any documents necessary
to effectuate the authorizations herein.

IT IS FURTHER ORDERED that the Salt River Project Agricultural Improvement and
Power District shall file with Docket Control, as a compliance item in this docket, within 60 days of
the execution of any financing transaction authorized herein; a copy of all notes and other documents
memorializing the transaction and a written summary providing an overview of the transaction that

includes, but is not limited to. the business rationale for the transaction. the terms and conditions of

.. 78770
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the transaction, and a demonstration that the rates and terms were consistent with those generally
available to comparable entities at the time: and for any refunding transaction that it is economically
beneficial.

IT IS FURTHER ORDERED that the authorizations granted herein are expressly
conditioned upon Salt River Project Agricultural Improvement and Power District's use of the
proceeds derived thereby for purposes set forth in the application.

IT IS FURTHER ORDERED that Salt River Project Agricultural Improvement and Power
District shall file as a compliance item on this docket, information as to any bill increases associated
with the $1,800,000,000 of Revenue Bonds over the next 8 years of spend.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION

coles, Tt Lt frot il -

“CHAIRWOMANMARQUEZ PETERSON COMMISSIONER KENNEDY._ )

PP nna, Inan_ Sl 5

Al

(COMMISSIONER OLsopJ COMMISSIONER TOVAR  COMMISSIONER O’CONNOR

IN WITNESS WHEREOF, I, MATTHEW J. NEUBERT,
Executive Director of the Arizona Corporation Commission.
have hereunto, set my hand and caused the official seal of this

Commission t affixed at the Capitol, fn the City of
Phoenix, this day of G veM b — 2022

W | —
MATTHEW § NEUBERT
EXECUTIVE DIRECTOR

DISSENT:

DISSENT:

EOA:TDP:jn/SJE

. 78770
Decision No.




(]

Page 8 Docket No. E-02217B-22-0208

Salt River Project Agricultural Improvement and Power District
Docket No. E-02217B-22-0208

Lenin Arthanari

Salt River Project Agricultural Improvement And Power District
Post Office Box 52025

PAB381

Phoenix, Arizona 85072-2025

Lenin. Arthanari(@srpnet.com

Consented to Service by Email

Robin Mitchell

Director/Chief Counsel, Legal Division
Arizona Corporation Commission

1200 West Washington Street

Phoenix, Arizona 85007
legaldivi@azcc.gov
utildivservicebyemail@azcc.gov

Consented to Service by Email
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The Depository Trust Company

A subsidiary of the Depository Trust & Clearing Corporation

BLANKET ISSUER LETTER OF REPRESENTATIONS

(To be completed by Issuer and Co-Issuer(s), if applicable)

Salt River Project Agricultural Improvement and Power District
(Name of Issuer and Co-Issuer(s), if applicable)

October, 23 2019

(Date)

The Depository Trust Company
18301 Bermuda Green Drive
Tampa, FL 33647

Attention: Underwriting Department

Ladies and Gentlemen;

This letter sets forth our understanding with respect to all issues (the “Securities”) that
Issuer shall request to be made eligible for deposit by The Depository Trust Company (“DTC”).

Issuer is: (Note: Issuer shall represent one and cross ouf the other,)

[ formed under the laws of] The State of Arizona

To induce DTC to accept the Securities as eligible for deposit at D TC, and to act in
accordance with DTC’s Rules with respect to the Securities, Issuer represents to DTC that issuer
will comply with the requirements stated in DTC’s Operational Arrangements, as they may be
amended from time to time.

Very truly yours,
Note:
Schedule A contains statements that DTC
believes accurately describe DTC, the method

of effecting book-entry transfers of securities

distributed through DTC, and certain related - Z /;/9

matters. 7

(Authouzed Officer’s Signature)

Brian Koch

(Print Name)

1500 N. Mill Avenue

(Street Address)
Tempe, AZ USA 85281
(City) (State) (Country) (Zip Code)

(602) 236-2993

(Phone Number)

ch Brian.Ko(g:mi@srpnet.com

Address)

Salt River Project Agricultural Improvement and Power District

)_

BLOR 06-2013




SCHEDULE A
(To Blanket Issuer Letter of Representations)

SAMPLE OFFERING DOCUMENT LANGUAGE
DESCRIBING BOOK-ENTRY-ONLY ISSUANCE

(Prepared by DTC--bracketed material may be applicable only to certain issues)

1. The Depository Trust Company (“DTC”), New York, NY, will act as securities depository for the
securities (the “Securities™). The Securities will be issued as fully-registered securities 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 Security certificate will be issued for [each issue of] the Securities, [each] in the
aggregate principal amount of such issue, and will be deposited with DTC. [If, however, the aggregate principal
amount of [any] issue exceeds $500 million, one certificate will be issued with respect to each $500 million of
principal amount, and an additional certificate will be issued with respect to any remaining principal amount of such
issue.]

2. 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 issues, 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 others such as both U.S. and non-U.S. securities brokers and dealers, banks, 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 wwyw.dtec.com.

3. Purchases of Securities under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Securities on DTC ’s records. The ownership interest of each actual purchaser of
each Security (“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 Securities 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 Securities, except in the event that use of the book-entry system
for the Securities is discontinued.

4. To facilitate subsequent transfers, all Securities 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 Securities with DTC and their registration in the name of Cede &
Co. or such other DTC nominee do not effect any change in beneficial ownership. DTC has no knowledge of the
actual Beneficial Owners of the Securities; DTC’s records reflect only the identity of the Direct Participants to
whose accounts such Securities are credited, which may or may not be the Beneficial Owners. The Direct and
Indirect Participants will remain responsible for keeping account of their holdings on behalf of their customers.

BLOR 06-2013



SCHEDULE A
(To Blanket Issuer Letter of Representations)

3. Conveyance ofnotices 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. [Beneficial Owners of Securities may wish to take certain steps to augment the transmission to them of
notices of significant events with respect to the Securities, such as redemptions, tenders, defaults, and proposed
amendments to the Security documents. For example, Beneficial Owners of Securities m ay wish to ascertain that
the nominee holding the Securities for their benefit has agreed to obtain and transmit notices to Beneficial Owners.
In the alternative, Beneficial Owners may wish to provide their names and addresses to the registrar and request that
copies of notices be provided directly to them.]

[6. Redemption notices shall be sent to DTC. If less than all of the Securities within an issue are being
redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such issue to

be redeemed.]

7. Neither DTC nor Cede & Co. {nor any other DTC nominee) will consent or vote with respect to
Securities unless authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual
procedures, DTC mails an Omnibus Proxy to Issuer 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 Securities are
credited on the record date (identified in a listing attached to the Omnibus Proxy).

8. Redemption proceeds, distributions, and dividend payments on the Securities 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 Issuer
or Agent, on payable date in accordance with their respective holdings shown on DT C’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, Agent, or Issuer, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment of redemption proceeds, distributions, and dividend
payments to Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is
the responsibility of Issuer or Agent, disbursement of such payments to Direct Participants will be the
responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of
Direct and Indirect Participants.

[9. A Beneficial Owner shall give notice to elect to have its Securities purchased or tendered, through its
Participant, to [Ten der/Remarketing] Agent, and shall effect delivery of such Securities by causing the Direct
Participant to transfer the Participant’s interest in the Securities, on DTC’s records, to [Tender/Remarketing] Agent.
The requirement for physical delivery of Securities in connection with an optional tender or a mandatory purchase
will be deemed satisfied when the ownership rights in the Securities are transferred by Direct Participants on DTC’s
records and followed by a book-entry credit of tendered Securities to [Tender/Remarketing] Agent’s DTC account. |

10. DTC may discontinue providing its services as depository with respect to the Securities at any time
by giving reasonable notice to Issuer or Agent. Under such circumstances, in the event that a successor depository is
not obtained, Security certificates are required to be printed and delivered.

11.  Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC (or a
successor securities depository). In that event, Security certificates will be printed and delivered to DTC.

12. The information in this section concerning DTC and DTC’s book-entry system has been obtained
from sources that Issuer believes to be reliable, but Issuer takes no responsibility for the accuracy thereof.
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Unless this certificate is presented by an authorized representative of The Depository Trust
Company, a New York corporation (“DTC”), to the issuer or its agent for registration of transfer,
exchange or payment, and any certificate issued is registered in the name of Cede & Co. or such
other name as requested by an authorized representative of DTC (and any payment is made to
Cede & Co. or to such other entity as is requested by an authorized representative of DTC), ANY
TRANSFER, PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY
OR TO ANY PERSON IS WRONGFUL INASMUCH AS THE REGISTERED OWNER
HEREOF, CEDE & CO., HAS AN INTEREST HEREIN.

As provided in the Resolutions referred to herein, until the termination of the system of book-
entry-only transfers through DTC and notwithstanding any other provision of the Resolutions to
the contrary, a portion of the principal amount of this bond may be paid or redeemed without
surrender hereof to the Paying Agent. DTC or a nominee, transferee or assignee of DTC of this
bond may not rely upon the principal amount indicated hereon as the principal amount hereof
outstanding and unpaid. The principal amount hereof outstanding and unpaid shall for all
purposes be the amount determined in the manner provided in the Resolutions.

R-«NO» $«PA»

UNITED STATES OF AMERICA
STATE OF ARIZONA COUNTY OF MARICOPA
SALT RIVER PROJECT AGRICULTURAL
IMPROVEMENT AND POWER DISTRICT
SALT RIVER PROJECT ELECTRIC SYSTEM
REVENUE BOND, 2026 SERIES _

Interest Rate Maturity Date Dated Date CUSIP
«IR»% January 1, «MD» _,2026 «CUSIP»
Registered Owner: CEDE & CO.
Principal Sum: $«PA» («kWA» DOLLARS)

SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT AND POWER
DISTRICT, Maricopa County, Arizona (herein called the “District”), a political subdivision and
body politic and corporate organized and existing under the Constitution and laws of the State of
Arizona, acknowledges itself indebted to, and for value received hereby promises to pay, solely
from the revenues and special funds of the District pledged therefor as hereinafter provided, to
the registered owner identified above or registered assigns, on the maturity date set forth above,
upon presentation and surrender of this 2026 Series =~ Bond (as hereinafter defined) at the
designated corporate trust office of U.S. Bank Trust Company, National Association (such bank
and any successor thereto being herein called the “Paying Agent”), the principal sum set forth
above in any coin or currency of the United States of America which at the time of payment is
legal tender for payment of public and private debts, and to pay solely from such revenues and

4900-1112-3119.v2



special funds pledged therefor to the registered owner hereof interest on such principal sum from
the dated date set forth above or from the most recent interest payment date to which interest has
been paid or duly provided for, at the interest rate shown above per annum, payable by check
mailed by the Trustee (hereinafter defined), on the first days of January and July (beginning
January 1, 2027) in each year to the person in whose name this 2026 Series Bond is registered
as of the close of business on the immediately preceding December 15 or June 15 until the
District’s obligation with respect to the payment of such principal sum shall be discharged.

This Bond is one of a duly authorized series of Bonds of the District in the aggregate
principal amount of $ designated as its “Salt River Project Electric System Revenue
Bonds, 2026 Series ” (herein called the “2026 Series Bonds”), issued to finance the costs of
acquisition and construction of various capital improvements and additions to the District’s
Electric System pursuant to the Constitution and laws of the State of Arizona, including Article
7, Chapter 17, Title 48 of the Arizona Revised Statutes (herein called the “Act”), and under and
pursuant to a resolution of the Board of Directors of the District, entitled “Supplemental
Resolution Dated September 10, 2001 Authorizing an Amended and Restated Resolution
Concerning Revenue Bonds,” which became effective January 11, 2003 as amended and
supplemented (the “Resolution Concerning Revenue Bonds”), including by a resolution of the
Board of Directors of the District, adopted on June 18, 2026 entitled “Resolution Authorizing the
Issuance and Sale of Not Exceeding $1,622,000,000 in Par Value Salt River Project Electric
System Revenue Bonds, 2026 Series of the Salt River Project Agricultural Improvement and
Power District, and Providing for the Form, Details and Terms Thereof” (the “2026 Bond
Resolution”) and a certificate executed by an Authorized Officer of the District dated as of

_, 2026 (the “Officer’s Certificate” and, together with the Resolution Concerning
Revenue Bonds and the 2026 Bond Resolution, the “Resolutions”). Each capitalized term not
defined herein shall have the meaning set forth in the Resolutions. As provided in the
Resolutions, the 2026 Series _ Bonds, and the outstanding Electric System Revenue Bonds
heretofore issued pursuant to the Resolution Concerning Revenue Bonds, as to principal and
interest thereon are payable from and secured by a pledge of the revenues of the District’s
Electric System referred to in the Resolutions and other funds held or set aside under the
Resolutions. Such pledge is subject and subordinate in all respects to the payment of operating
expenses and to the prior pledge of such revenues to the repayment of certain federal loan
agreements heretofore or hereafter entered into by the District. Copies of the Resolutions are on
file at the office of the District and at the designated corporate trust office of U.S. Bank Trust
Company, National Association, Phoenix, Arizona, as Trustee under the Resolutions, or its
successor as Trustee (herein called the “Trustee”), and reference to the Resolutions and any and
all supplements thereto and modifications and amendments thereof and to the Act is made for a
description of the pledge and covenants securing the Bonds, the nature, extent and manner of
enforcement of such pledge, the rights and remedies of the registered owners of the Bonds with
respect thereto and the terms and conditions upon which the Bonds are issued and may be issued
thereunder.

The 2026 Series  Bonds are being issued by means of a book-entry system, with no
physical distribution of bond certificates to be made except as provided in the Resolutions. One
bond certificate for each maturity (or, if applicable, each interest rate within a maturity),
registered in the name of the Securities Depository nominee, Cede & Co., is being issued for
deposit with the Securities Depository and immobilized in its custody. The book-entry system



will evidence positions held in the 2026 Series @ Bonds by the Securities Depository’s
participants; beneficial ownership of the 2026 Series Bonds, in the principal amount of $5,000
or any integral multiple thereof, shall be evidenced in the records of such participants. Transfers
of ownership shall be effected on the records of the Securities Depository and its participants
pursuant to rules and procedures established by the Securities Depository and its participants.
The District and the Trustee will recognize the Securities Depository nominee, while the
registered owner of this 2026 Series ~ Bond, as the owner of this 2026 Series = Bond for all
purposes, including payments of principal of and interest on, this 2026 Series _ Bond, notices
and voting. Transfers of principal and interest payments to participants of the Securities
Depository will be the responsibility of the Securities Depository, and transfers of principal and
interest payments to beneficial owners of the 2026 Series @ Bonds by participants of the
Securities Depository will be the responsibility of such participants and other nominees of such
beneficial owners. The District will not be responsible or liable for such transfers of payments or
for maintaining, supervising or reviewing the records maintained by the Securities Depository,
the Securities Depository nominee, its participants or persons acting through such participants.
While the Securities Depository nominee is the owner of this 2026 Series ~ Bond,
notwithstanding any provisions herein contained to the contrary, payments of principal of and
interest on this 2026 Series _ Bond shall be made in accordance with existing arrangements
among the Trustee, the District and the Securities Depository.

This 2026 Series = Bond is transferable as provided in the Resolutions; provided,
however, that such transfer may be made only upon books kept for that purpose at the above
mentioned office of the Trustee and at the office of any Paying Agent then acting as agent of the
Trustee for such purpose, by the registered owner hereof in person, or by his duly authorized
attorney, upon surrender of this 2026 Series Bond together with a written instrument of transfer
satisfactory to the Trustee duly executed by the registered owner or his duly authorized attorney,
and thereupon a new registered Bond or Bonds, in authorized denominations and for the same
aggregate principal amounts, shall be issued to the transferee in exchange therefor as provided in
the Resolutions, and upon payment of the charges therein prescribed. The District and the
Trustee may deem and treat the person in whose name this 2026 Series  Bond is registered as
the absolute owner hereof for the purpose of receiving payment of, or on account of, the
principal hereof and interest due hereon and for all other purposes.

The 2026 Series @ Bonds are issuable in the form of registered Bonds in the
denomination of $5,000 or any integral multiple of $5,000. The 2026 Series _ Bonds, upon
surrender thereof at the designated corporate trust office of the Trustee or at the office of any
Paying Agent then acting as agent for the Trustee for such purpose at the option of the registered
owner thereof, may be exchanged for an equal aggregate principal amount of 2026 Series
Bonds of any other authorized denomination, of the same stated maturity, in the same manner,
subject to the conditions, and upon the payment of the charges, if any, provided in the
Resolutions.

As provided in the Resolutions, Bonds of the District may be issued from time to time
pursuant to supplemental resolutions in one or more series, in various principal amounts, may
mature at different times, may bear interest at different rates and may otherwise vary. The
aggregate principal amount of Bonds which may be issued under the Resolution Concerning
Revenue Bonds is not limited except as provided in the Resolution Concerning Revenue Bonds,



and all Bonds heretofore issued and to be issued under the Resolution Concerning Revenue
Bonds are and will be equally secured by the pledge and covenants made therein.

The 2026 Series Bonds are subject to redemption at the option of the District prior to
maturity, at any time on or after January 1, 203 , 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 2026 Series _ 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 2026
Series _ Bonds, if less than all of the 2026 Series = Bonds of a particular maturity (and, if
applicable, interest rate within a maturity) is to be redeemed, the particular Beneficial Owner(s)
to receive payment of the redemption price with respect to beneficial ownership interests in such
2026 Series _ Bonds shall be selected by DTC and the Direct Participants and/or the Indirect
Participants.

The 2026 Series = Bonds maturing on January 1, 20 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
Resolutions, on and after January 1, 20 at 100% of the principal amount of such 2026 Series _
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 2026 Series _ Bonds on
the dates and in the principal amounts shown below.

Sinking Fund Payment Date Principal
(January 1) Amount
20 $

20

20

20 °

“Final Maturity.

The 2026 Series = Bonds maturing on January 1, 20  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
Resolutions, on and after January 1, 20 at 100% of the principal amount of such 2026 Series _
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 2026 Series Bonds on
the dates and in the principal amounts shown below.



Sinking Fund Payment Date Principal
(January 1) Amount
20 $

20

20

20

20 °

“Final Maturity.

The Sinking Fund Installments may be satisfied by the District delivering to the Trustee,
no later than 45 days in advance of the date of such Sinking Fund Installment, 2026 Series
Bonds of such maturities theretofore purchased or redeemed by the District otherwise than by
operation of the sinking fund redemption provided for herein.

Notice of redemption shall be mailed to the registered owners of the 2026 Series Bonds
not less than 25 days nor more than 50 days prior to the redemption date, all in the manner and
upon the terms and conditions set forth in the Resolutions. If notice of redemption shall have
been mailed as aforesaid, the 2026 Series ~ Bonds or portions thereof specified in said notice
shall become due and payable on the redemption date therein fixed, and if, on the redemption
date, moneys for the redemption of all the 2026 Series = Bonds or portions thereof to be
redeemed, together with interest to the redemption date, shall be available for such payment on
said date, then from and after the redemption date interest on such Bonds or portions thereof so
called for redemption shall cease to accrue and be payable.

This 2026 Series  Bond shall not be entitled to any benefit under the Resolutions or be
valid or become obligatory for any purpose until this 2026 Series = Bond shall have been

authenticated by the manual signature of a duly authorized signatory of the Trustee or its duly
authorized agent on the Certificate of Authentication.

It is hereby certified and recited that all conditions, acts and things required by law and
the Resolutions to exist, to have happened and to have been performed precedent to and in the
issuance of this 2026 Series  Bond, exist, have happened and have been performed and that the
2026 Series _ Bonds, together with all other indebtedness of the District, are within every debt
and other limit prescribed by the laws of the State of Arizona.



IN  WITNESS WHEREOF, SALT RIVER PROJECT AGRICULTURAL
IMPROVEMENT AND POWER DISTRICT, by authority of the Act, has caused this 2026
Series  Bond to be executed by the manual or facsimile signature of its President hereunto duly
authorized and the corporate seal of said District or facsimile thereof to be hereunto affixed and
attested by the manual or facsimile signature of its Secretary, all as of _,2026.

(SEAL) SALT RIVER PROJECT AGRICULTURAL
IMPROVEMENT AND POWER DISTRICT

Attest:
By:

Christopher J. Dobson
President

By:

John M. Felty
Secretary



CERTIFICATE OF AUTHENTICATION

This is one of the 2026 Series ~ Bonds delivered pursuant to the Resolutions mentioned
within.
U.S. Bank Trust Company, National
Association, as Trustee

By:
Authorized Signatory

DATED: _,2026



The undersigned Secretary of the Salt River Project Agricultural Improvement and Power
District hereby certifies that the following are full, true and correct copies of the original legal
opinions of Chiesa Shahinian & Giantomasi PC, as to the validity and security of the Series of
Bonds of which the within 2026 Series _Bond is one, and of Nixon Peabody, LLP as to certain
tax matters with respect to the 2026 Series Bonds, each dated as of the date of delivery of said
2026 Series Bonds and delivered as of said date.

Secretary



FOR VALUE RECEIVED the undersigned hereby sells, assigns and transfers unto

PLEASE PRINT OR TYPEWRITE NAME AND ADDRESS OF TRANSFEREE, ADDRESS
AND SOCIAL SECURITY NUMBER OR OTHER FEDERAL TAX IDENTIFICATION
NUMBER OF TRANSFEREE

the within Bond and all rights thereunder, and hereby irrevocably
constitutes and appoints Attorney to
transfer the within Bond on the books kept for registration thereof,
with full power of substitution in the premises.

Dated:

Signature Guaranteed by:

Signature guarantee should be made by
guarantor institution participating in the
Securities Transfer Agents Medallion
Program or in such other guarantee program
acceptable to the Trustee.

NOTICE: The signature(s) on this
assignment must correspond with the
name(s) as written on face of the within bond
in every particular, without alteration or
enlargement or any change whatsoever.






SALT RIVER PROJECT AGRICULTURAL
IMPROVEMENT AND POWER DISTRICT, ARIZONA

$

Salt River Project Electric System Revenue Bonds,
2026 Series

PURCHASE CONTRACT

,2026

Salt River Project Agricultural
Improvement and Power District

PAB 236

Post Office Box 52025

Phoenix, Arizona 85072-2025

Ladies and Gentlemen:

BofA Securities, Inc., as representative (the “Representative™) of itself and the dealers
listed in Annex A attached hereto, as said list may from time to time be changed by the
Representative at or prior to the Closing (herein collectively called the “Purchasers” and each
individually as a “Purchaser”), offers to enter into this Purchase Contract (this “Purchase
Contract”) with Salt River Project Agricultural Improvement and Power District (herein
sometimes called the “District”), which, upon the District’s acceptance of this offer, will be
binding upon the District and upon the Purchasers. The Representative need not advise the
District of any change in such list but in no event shall any of the Purchasers be eliminated from
such list. The offer made hereby is subject to the District’s acceptance thereof by execution of
this Purchase Contract and its delivery to the Representative at or prior to 5:00 P.M., Phoenix
time, on the date first above written. Terms not otherwise defined in this Purchase Contract shall
have the same meanings set forth in the Resolution (defined below) and the Official Statement
relating to the Bonds (defined below), dated of even date herewith (as the same may be hereafter
amended, the “Official Statement”).

1. (a) Upon the terms and conditions and upon the basis of the representations
hereinafter set forth, the Purchasers, jointly and severally, hereby agree to purchase from the
District, and the District hereby agrees to sell to the Purchasers, all (but not less than all) of the
District’s Salt River Project Electric System Revenue Bonds, 2026 Series _ (the “Bonds”), at an
aggregate price of $ , which reflects [a net] [an] original issue [premium][discount]
of $ and an underwriters’ discount of $ . The purchase price for the
Bonds to be paid by the Purchasers at the Closing shall be reduced by $ , the
amount of the Deposit (defined below) made by the Representative on behalf of the Purchasers
pursuant to Section 3 hereof, producing a net amount due of $ . The Bonds shall be
dated their date of delivery, shall bear interest payable January 1, 2027, and thereafter semi-
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annually on each January 1 and July 1, at the rate or rates and shall mature on the dates and in the
principal amounts set forth in Schedule I attached hereto.

(b) The Bonds shall be as described in, and shall be issued pursuant to, the
Supplemental Resolution dated as of September 10, 2001, Authorizing an Amended and Restated
Resolution Concerning Revenue Bonds adopted by the Board of Directors of the District, which
became effective January 11, 2003, as amended and supplemented (the “Amended and Restated
Resolution Concerning Revenue Bonds™), including by the Resolution Authorizing the Issuance
and Sale of Not Exceeding $1,622,000,000 In Par Value Salt River Project Electric System
Revenue Bonds, 2026 Series of the Salt River Project Agricultural Improvement and Power
District, and Providing for the Form, Details and Terms Thereof adopted by the Board of
Directors of the District on June 18, 2026 (the “Supplemental Resolution”), and a certificate
executed by an Authorized Officer of the District dated as of the date hereof (the “Officer’s
Certificate” and, together with the Amended and Restated Resolution Concerning Revenue
Bonds and the Supplemental Resolution, the “Resolution). The Bonds are subject to redemption
at the times, in the manner and upon the terms provided in the Resolution. Pursuant to the
Resolution, U.S. Bank Trust Company, National Association, as successor in interest to U.S.
Bank National Association (herein called the “Trustee”), has been appointed trustee.

2. The Purchasers agree to make an initial public offering of all of the Bonds at not
in excess of an initial public offering price or prices (or yields less than the offering yields) set
forth on the cover of the Official Statement.

(a) The Representative, on behalf of the Purchasers, agrees to assist the District in
establishing the issue price of the Bonds and shall execute and deliver to the District at Closing
an “issue price” or similar certificate, together with the supporting pricing wires or equivalent
communications, substantially in the form attached hereto as Annex B, with such modifications
as may be appropriate or necessary, in the reasonable judgment of the Representative, the
District and Nixon Peabody LLP, as special tax counsel (“Special Tax Counsel”), to accurately
reflect, as applicable, the sales price or prices or the initial offering price or prices to the public
of the Bonds.

(b) [Except as otherwise set forth in Schedule 1 attached hereto,] the District will
treat the first price at which 10% of each maturity of the Bonds (the “10% test”) is sold to the
public as the issue price of that maturity. At or promptly after the execution of this Purchase
Contract, the Representative shall report to the District the price or prices at which the
Purchasers have sold to the public each maturity of Bonds. For purposes of this Section, if
Bonds mature on the same date but have different interest rates, each separate CUSIP number
within that maturity will be treated as a separate maturity of the Bonds.

[(c)] [The Representative confirms that the Purchasers have offered the Bonds to the
public on or before the date of this Purchase Contract at the offering price or prices (the “initial
offering price”), or at the corresponding yield or yields, set forth in Schedule I attached hereto,
except as otherwise set forth therein. Schedule I also sets forth, as of the date of this Purchase
Contract, the maturities, if any, of the Bonds for which the 10% test has not been satisfied and
for which the District and the Representative, on behalf of the Purchasers, agree that the
restrictions set forth in the next sentence shall apply, which will allow the District to treat the



initial offering price to the public of each such maturity as of the sale date as the issue price of
that maturity (the “hold-the-offering-price rule”). So long as the hold-the-offering-price rule
remains applicable to any maturity of the Bonds, the Purchasers will neither offer nor sell unsold
Bonds of that maturity to any person at a price that is higher than the initial offering price to the
public during the period starting on the sale date and ending on the earlier of the following:

(1) the close of the fifth (5th) business day after the sale date; or

(11) the date on which the Purchasers have sold at least 10% of that maturity of the
Bonds to the public at a price that is no higher than the initial offering price to the public.

The Representative will advise the District promptly after the close of the fifth (5th)
business day after the sale date whether it has sold 10% of that maturity of the Bonds to the
public at a price that is no higher than the initial offering price to the public.]

[O(D)] The Representative confirms that:

(1) any agreement among underwriters, any selling group agreement and each
third-party distribution agreement (to which the Representative is a party) relating to the
initial sale of the Bonds to the public, together with the related pricing wires, contains or
will contain language obligating each Purchaser, each dealer who is a member of the
selling group and each broker-dealer that is a party to such third-party distribution
agreement, as applicable:

(A)(1) to report the prices at which it sells to the public the unsold Bonds
of each maturity allocated to it, whether or not the date of the Closing has
occurred, until either all Bonds of that maturity allocated to it have been sold or it
is notified by the Representative that the 10% test has been satisfied as to the
Bonds of that maturity, provided that, the reporting obligation after the date of the
Closing may be at reasonable periodic intervals or otherwise upon request of the
Representative, and (ii) to comply with the hold-the-offering-price rule, if
applicable, if and for so long as directed by the Representative and as set forth in
the related pricing wires,

(B)  to promptly notify the Representative of any sales of Bonds that, to
its knowledge, are made to a purchaser who is a related party to an underwriter
participating in the initial sale of the Bonds to the public (each such term being
used as defined below), and

(C)  to acknowledge that, unless otherwise advised by the Purchaser,
dealer or broker-dealer, the Representative shall assume that each order submitted
by the Purchaser, dealer or broker-dealer is a sale to the public.

(11) any agreement among underwriters or selling group agreement relating to
the initial sale of the Bonds to the public, together with the related pricing wires, contains
or will contain language obligating each Purchaser or dealer that is a party to a third-party
distribution agreement to be employed in connection with the initial sale of the Bonds to
the public to require each broker-dealer that is a party to such third-party distribution
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agreement to (A) report the prices at which it sells to the public the unsold Bonds of each
maturity allocated to it, whether or not the date of the Closing has occurred, until either
all Bonds of that maturity allocated to it have been sold or it is notified by the
Representative or such Purchaser or dealer that the 10% test has been satisfied as to the
Bonds of that maturity, provided that, the reporting obligation after the date of the
Closing may be at reasonable periodic intervals or otherwise upon request of the
Representative or such Purchaser or dealer, and (B) comply with the hold-the-offering-
price rule, if applicable, if and for so long as directed by the Representative or the
Purchaser or the dealer and as set forth in the related pricing wires.

[(d)][(e)] The District acknowledges that, in making the representations set forth in
this section, the Representative will rely on (i) the agreement of each Purchaser to comply with
the requirements for establishing issue price of the Bonds, including, but not limited to, its
agreement to comply with the hold-the-offering-price rule, if applicable to the Bonds, as set forth
in an agreement among underwriters and the related pricing wires, (ii) in the event a selling
group has been created in connection with the initial sale of the Bonds to the public, the
agreement of each dealer who is a member of the selling group to comply with the requirements
for establishing issue price of the Bonds, including, but not limited to, its agreement to comply
with the hold-the-offering-price rule, if applicable to the Bonds, as set forth in a selling group
agreement and the related pricing wires, and (iii) in the event that a Purchaser or dealer who is a
member of the selling group is a party to a third-party distribution agreement that was employed
in connection with the initial sale of the Bonds to the public, the agreement of each broker-dealer
that is a party to such agreement to comply with the requirements for establishing issue price of
the Bonds, including, but not limited to, its agreement to comply with the hold-the-offering-price
rule, if applicable to the Bonds, as set forth in the third-party distribution agreement and the
related pricing wires. The District further acknowledges that each Purchaser shall be solely
liable for its failure to comply with its agreement regarding the requirements for establishing
issue price of the Bonds, including, but not limited to, its agreement to comply with the hold-the-
offering-price rule, if applicable to the Bonds, and that no Purchaser shall be liable for the failure
of any other Purchaser, or of any dealer who is a member of a selling group, or of any broker-
dealer that is a party to a third-party distribution agreement, to comply with its corresponding
agreement to comply with the requirements for establishing issue price of the Bonds, including,
but not limited to, its agreement to comply with the hold-the-offering-price rule, if applicable to
the Bonds.

[(e)][(D] The Purchasers acknowledge that sales of any Bonds to any person that is
a related party to an underwriter (each such term being used as defined below) shall not
constitute sales to the public for purposes of this Section. Further, for purposes of this Section:

(1) “public” means any person other than an underwriter or a related party;

(i1) “underwriter” means (A) any person that agrees pursuant to a written
contract with the District (or with the lead underwriter to form an underwriting syndicate)
to participate in the initial sale of the Bonds to the public and (B) any person that agrees
pursuant to a written contract directly or indirectly with a person described in clause (A)
to participate in the initial sale of the Bonds to the public (including a member of a



selling group or a party to a third-party distribution agreement participating in the initial
sale of the Bonds to the public);

(ii1))  a purchaser of any of the Bonds is a “related party” to an underwriter if the
underwriter and the purchaser are subject, directly or indirectly, to (A) more than 50%
common ownership of the voting power or the total value of their stock, if both entities
are corporations (including direct ownership by one corporation of another), (B) more
than 50% common ownership of their capital interests or profits interests, if both entities
are partnerships (including direct ownership by one partnership of another), or (C) more
than 50% common ownership of the value of the outstanding stock of the corporation or
the capital interests or profit interests of the partnership, as applicable, if one entity is a
corporation and the other entity is a partnership (including direct ownership of the
applicable stock or interests by one entity of the other); and

(iv)  “sale date” means the date of execution of this Purchase Contract by all

parties.
3. On or prior to the date hereof, the Representative, on behalf of the Purchasers, has
transferred $ (the “Deposit”) to the District via wire transfer. The District agrees to

hold the Deposit in a segregated escrow account as security for the performance by the
Purchasers of their obligation to accept and pay for the Bonds at the Closing (as such term is
defined in Section 6(b) hereof).

(a) In the event that the Bonds are delivered by the District and accepted and paid for
by the Purchasers as contemplated by this Purchase Contract, the District shall apply the Deposit
as a credit against the purchase price of the Bonds due from the Representative as described in
Section 1(a) hereof.

(b) In the event of the District’s failure to deliver the Bonds at the Closing, or if the
District shall be unable, at or prior to the date of the Closing, to satisfy the conditions to the
obligations of the Purchasers contained herein, or if the obligations of the Purchasers shall be
terminated for any reason permitted by this Purchase Contract, the District shall immediately
transfer the Deposit back to the Representative. The return of the Deposit shall constitute a full
release and discharge of all claims and damages against the District for such failure to deliver the
Bonds at the Closing.

(c) If the Purchasers fail (other than for a reason permitted hereunder) to accept and
pay for the Bonds upon tender thereof by the District at the Closing as herein provided, the
Deposit shall be retained by the District as and for full liquidated damages for such failure and
for any and all defaults on the part of the Purchasers, and the retention of such moneys shall
constitute a full release and discharge of all claims and damages for such failure and for any and
all such defaults for the Bonds.

4. (a) The District has previously delivered to the Purchasers the Preliminary
Official Statement dated _, 2026, which, including the cover page and all appendices
thereto, is herein referred to as the “Preliminary Official Statement.” By execution of this



Purchase Contract, the District, within the meaning of Rule 15¢2-12 promulgated under the
provisions of the Securities Exchange Act of 1934, as amended (the “Rule”), “deems final” the
Preliminary Official Statement, except for certain omissions permitted thereunder and except for
changes permitted by other applicable law. The District hereby ratifies, confirms and approves
the use of the Preliminary Official Statement and the Official Statement, in printed or electronic
form, for distribution to prospective purchasers and investors.

(b) As soon as practicable after its preparation, but in no event later than seven
business days after the District’s acceptance of this Purchase Contract and in order to comply
with the Rule and other applicable securities laws, rules or regulations, the District shall deliver
to the Representative: (i) an executed copy of the Official Statement which is a “final official
statement” for purposes of the Rule, in “designated electronic format™ (as defined in MSRB Rule
G-32), which copy of the Official Statement is executed on behalf of the District by its President
or Vice President and its General Manager and Chief Executive Officer or Associate General
Manager and Chief Financial Executive, or its Senior Director of Financial Operations &
Compliance and Corporate Treasurer or any Assistant Treasurer, and includes as an Appendix
thereto the combined financial statements of the District and the Association as of and for the
fiscal years ended April 30, 2026 and 2025, together with the report of PricewaterhouseCoopers
LLP, dated June , 2026, signed and delivered by that firm with respect to the fiscal years
ended April 30, 2026 and 2025; (ii) a sufficient quantity of conformed copies of the Official
Statement to enable the Purchasers to comply with the rules of the Securities and Exchange
Commission and the Municipal Securities Rulemaking Board.

(©) At the time of the District’s acceptance hereof, the District shall deliver to the
Representative four certified copies (one copy at the time of such acceptance and three copies as
soon as practicable thereafter) of the Resolution in the form referred to in Section 1(b) hereof.

(d) The District hereby authorizes any and all of this material (including specifically
copies of the Preliminary Official Statement, the Official Statement, the Resolution and the
information therein contained) to be used in connection with the public offering and sale of the
Bonds.

5. (a) The District represents and warrants to each of the Purchasers that (i) at its
date and as of the date hereof, the statements and information contained in the Preliminary
Official Statement were true and correct and such Preliminary Official Statement did not contain
any untrue statement of a material fact or omit any statement or information required to be
included therein or necessary to make the statements and information contained therein, in the
light of the circumstances under which they were made, not misleading; (ii) both at its date and
at the time of the Closing, the statements and information contained in the Official Statement (as
the same may be supplemented or amended with our approval) will be true and correct and such
Official Statement will not contain an untrue statement of a material fact or omit any statement
or information required to be included therein or necessary to make the statements and
information contained therein, in the light of the circumstances under which they were made, not
misleading; and (iii) except as disclosed in the Preliminary Official Statement and the Official
Statement, the District has not failed during the previous five years to comply in all material
respects with any previous undertakings in a written continuing disclosure contract or agreement
under the Rule.



(b) For a twenty-five day period after the date of the Closing, if any event shall occur
that would cause the Official Statement, as then supplemented or amended, to contain any untrue
statement of a material fact or to omit to state a material fact required to be stated therein or
necessary to make the statements therein, in light of the circumstances under which they were
made, not misleading, and if in the Purchasers’ opinion or that of the District such event requires
the preparation and publication of a supplement or amendment to the Official Statement, the
District will cause the Official Statement to be amended or supplemented in a form approved by
the Purchasers. The Purchasers shall pay the cost of any such supplement or amendment.

6. (a) At 11:00 A.M., New York time, on _, 2026, or at such other time as
shall have been mutually agreed upon by the District and the Representative, the District will
deliver, or cause to be delivered, the Bonds, to the Representative, on behalf of the Purchasers,
through The Depository Trust Company (“DTC”), in definitive form, bearing proper CUSIP
numbers, duly executed on the District’s behalf, together with the other documents hereinafter
mentioned as delivered to the Representative, and the Representative, on behalf of the
Purchasers, will accept such delivery and pay the purchase price of the Bonds as set forth in
Section 1(a) hereof by delivering to the District a wire transfer, or at the discretion of the
District, a certified or official bank check or checks, for such purchase price payable in federal
funds to the order of the District. The District shall apply the funds referred to in this Section
6(a) for the purpose stated in the Official Statement.

(b) Payment for the delivery of the Bonds as aforesaid shall be made at such place as
agreed to by the District and the Purchasers. Such payment and delivery is herein called the
“Closing.” The Bonds shall be prepared in fully registered, book-entry-only form and delivered
to DTC in denominations of one Bond for each stated maturity in the aggregate principal amount
thereof as set forth on the inside front cover of the Official Statement, and shall be made
available to the Representative, at least one (1) business day prior to the Closing for purposes of
inspection.

7. The obligations of the Purchasers hereunder shall be subject to the performance
by the District of its obligations to be performed hereunder at and prior to the Closing, to the
accuracy of the representations and warranties of the District herein as of the date hereof and the
date of the Official Statement and as of the time of the Closing, and, in the discretion of the
Representative, to the following conditions:

(a) At the Closing, the Resolution shall be in full force and effect and shall not have
been changed from the forms theretofore delivered to the Representative except as may have
been agreed to in writing by the Representative, and the District shall have adopted and there
shall be in full force and effect such additional resolutions as shall, in the opinion of Chiesa
Shahinian & Giantomasi PC, as Bond Counsel, be necessary in connection with the transactions
contemplated hereby.

(b) The Purchasers shall have the right to terminate their obligations under this
Purchase Contract to purchase, to accept delivery of and to pay for the Bonds by notifying the
District of their election to do so if, after the execution hereof and prior to the Closing:



(1) the marketability of the Bonds or the market price thereof, in the opinion of
the Representative, has been materially adversely affected by (A) an amendment to the
Constitution of the United States; (B) any legislation (1) enacted by the United States, (2)
recommended to the Congress or otherwise endorsed for passage, by press release, other
form of notice or otherwise, by the President of the United States, the Treasury
Department of the United States, the Internal Revenue Service or the Chairman or
ranking minority member of the Committee on Finance of the United States Senate or the
Committee on Ways and Means of the United States House of Representatives, or (3)
presented as an option for consideration by either such Committee, by the staff of such
Committee or by the staff of the Joint Committee on Taxation of the United States
Congress, or favorably reported for passage to either House of the Congress by any
Committee of such House or by a Conference Committee of both Houses to which such
legislation has been referred for consideration; or (C) any decision of any court of the
United States or by any ruling or regulation (final, temporary or proposed) on behalf of
the Treasury Department of the United States, the Internal Revenue Service or any other
authority of the United States or any comparable legislative, judicial or administrative
development affecting the federal tax status of the District, its property or income, or the
interest on its bonds (including the Bonds);

(i1) there shall occur any outbreak of hostilities or any national or international
calamity, crisis or emergency or other calamity or crisis, or an escalation of any thereof,
the effect of which on the financial markets of the United States is, in the reasonable
judgment of the Representative, after consultation with the District, to materially
adversely affect the market for the Bonds;

(ii1)) a general banking moratorium shall have been declared by federal, New
York or Arizona authorities or a major financial crisis or a material disruption in
commercial banking or securities settlement or clearances services shall have occurred
which, in the reasonable judgment of the Representative, would make the marketing of
municipal revenue bonds generally impractical;

(iv) there shall have been any downgrading, suspension or withdrawal, or any
official statement as to a possible downgrading (such as being placed on “credit watch”
or “negative outlook™ or any similar qualification), suspension or withdrawal of any
rating by Moody’s Ratings (“Moody’s”) or S&P Global Ratings, a business of Standard
& Poor’s Financial Services, LLC (“S&P”), of any securities issued by the District,
including the Bonds;

(v) any event or circumstance shall exist that either makes untrue or incorrect in
any material respect any statement or information in the Official Statement (other than
any statement provided by the Purchasers) or is not reflected in the Official Statement but
is required to be included therein or is necessary to make the statements therein, in the
light of the circumstances under which they were made, not misleading in any material
respect and, in either such event, the Official Statement is not supplemented to supply
such statement or information, or the effect of the Official Statement as so supplemented
is to materially adversely affect the market price or marketability of the Bonds or the
ability of the Purchasers to enforce contracts for the sale of the Bonds; or



(vi) there shall be in force a general suspension of trading, minimum or
maximum prices for trading shall have been fixed and be in force or maximum ranges for
prices for securities shall have been required and be in force on the New York Stock
Exchange or other national stock exchange.

(©) At the Closing, the Representative shall receive the opinions of Chiesa Shahinian
& Giantomasi PC, as Bond Counsel to the District, and Nixon Peabody LLP, as Special Tax
Counsel, addressed to the Representative and dated the day of the Closing, in substantially the
same form attached as Appendix C to the Official Statement and, if not otherwise directly
addressed to the Representative, a reliance letter with respect thereto addressed to the
Representative.

(d) At the Closing, the Representative shall receive the unqualified opinion of Chiesa
Shahinian & Giantomasi PC, as Bond Counsel to the District, dated the date of Closing, to the
effect that:

(1) the District has duly performed all obligations to be performed by it necessary
for the issuance of the Bonds on or prior to the date of the Closing pursuant to the
Resolution;

(i1) the terms and provisions of the Bonds and the Resolution conform as to form
and tenor with the summary in the Official Statement;

(ii1) this Purchase Contract and the Continuing Disclosure Agreement have been
duly authorized, executed and delivered by the District and constitute valid and legally
binding agreements upon the part of the District, in accordance with their terms;

(iv) the Bonds are exempted securities within the meaning of Section 3(a)(2) of
the Securities Act of 1933, as amended, and Section 304(a)(4) of the Trust Indenture Act
of 1939, as amended, to the extent provided in such Acts, respectively; and it is not
necessary in connection with the sale of the Bonds to the public to register the Bonds
under the Securities Act of 1933, as amended, or to qualify the Resolution under the
Trust Indenture Act of 1939, as amended; and

(v) on the basis of the documents which have been reviewed, to the best of their
knowledge, information contained in the Preliminary Official Statement and the Official
Statement under the captions “INTRODUCTION,” “PLAN OF FINANCE,” “THE 2026
SERIES =~ BONDS” (as contained in the Preliminary Official Statement), “SECURITY
FOR 2026 SERIES = BONDS” (as contained in the Preliminary Official Statement),
“THE 2026 SERIES = BONDS” (as contained in the Official Statement), “SECURITY
FOR 2026 SERIES = BONDS” (as contained in the Official Statement), “LEGALITY
OF REVENUE BONDS FOR INVESTMENT” and the first paragraph under the caption
“CONTINUING DISCLOSURE”, and “Appendix B — Summary of the Resolution,” with
respect to legal matters relating to the District and its powers, and the statutes referred to
therein, and legal and governmental proceedings, contracts and other documents, did not,
as of the respective dates thereof and, in the case of the Preliminary Official Statement, as
of the date of this Purchase Contract and, in the case of the Official Statement, does not,



on the date of the Closing, contain any untrue statement of material fact, is not materially
misleading and does not omit any statement required to be included or referred to therein
or necessary in order to make the statements made therein, in light of the circumstances
under which they are made, not misleading.

In rendering the foregoing opinions, it is understood that such counsel need express no
opinion as to engineering, financial, technical or statistical information contained in the
Preliminary Official Statement and the Official Statement, including the Appendices thereto.

(e) At the Closing, the Representative shall receive the unqualified opinion of
Michael O’Connor, Associate General Manager and Chief Legal Executive, dated the day of the
Closing, to the effect that:

(1) the District has duly performed all obligations to be performed by it necessary
for the issuance of the Bonds on or prior to the day of the Closing pursuant to the
Resolution;

(i1) neither the execution or delivery by the District of this Purchase Contract, the
Resolution or the Continuing Disclosure Agreement, nor the compliance by the District
with the terms and conditions thereof, conflicts with or results in a breach of, or will
conflict with or result in a breach of, any of the terms or provisions of any Arizona or
federal law particularly applicable to the authority or powers of the District with respect
thereto (but not including any provisions of Arizona law applicable to tax or securities
matters or federal law applicable to tax or securities matters), in force on the date of such
opinion, or (so far as is known to such counsel after inquiry with respect thereto) any
regulation, order, writ, injunction or decree applicable to the District of any Arizona or
federal court or governmental instrumentality, or results or will result in a breach of any
of the terms or provisions of the petition for creation, as amended, of the District or any
agreement or instrument to which the District is a party or by which the District is bound,
or in any such case constitutes or will constitute a default thereunder, or results or will
result in the creation or imposition of any mortgage, charge, pledge or other lien or
encumbrance upon any of the properties or assets of the District other than the pledge
contemplated by the Resolution;

(i11) all consents, approvals or other actions by or filings with any Arizona or
federal governmental authority required for the execution and delivery by the District of
this Purchase Contract, the Resolution and the Continuing Disclosure Agreement, and for
the performance by the District of the transactions required thereby, have been duly
obtained or made and are in full force and effect; and

(iv) on the basis of the documents which have been reviewed, to the best of his
knowledge, the information in the Preliminary Official Statement and the Official
Statement with respect to statutes, regulations (but not including any provisions of
Arizona law applicable to tax or securities matters or federal law applicable to tax or
securities matters), legal and governmental proceedings and contracts, did not, as of the
respective dates thereof and, in the case of the Preliminary Official Statement, as of the
date of this Purchase Contract and, in the case of the Official Statement, does not, on the
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date of the Closing, contain any untrue statement of a material fact or omit to state any
material fact necessary to make the statements therein, in light of the circumstances under
which they are made, not misleading.

In rendering the foregoing opinions, it is understood that such counsel need express no
opinion as to engineering, financial, technical or statistical information contained in the
Preliminary Official Statement and the Official Statement, including the Appendices thereto.

® At the Closing, the Representative shall receive the opinion of Spencer Fane LLP
legal advisors to the District, dated the day of the Closing, to the same effect as the certificate
described in Section 7(i) hereof and to the effect that:

(1) to their knowledge, the District owns and operates the Electric System (as
defined in the Resolution and as existing on the date of Closing) and has good title to, or
other valid property rights necessary for the operation of the Electric System, subject only
to certain rights of the United States and certain other rights, none of which substantially
impair the operation of the Electric System by the District or the security for the Bonds;

(i1)) each of the Resolution and the Resolution of the Council of the District
adopted on June 18, 2026 relating to the Bonds (the “Council Resolution”) has been duly
adopted and is in full force and effect. The Resolution is valid and binding upon the
District and is enforceable against the District in accordance with its term; and

(i11) no legislation has been enacted by the Arizona legislature adversely affecting
in any manner the power and authority of the District to authorize, issue, execute and
deliver the Bonds, the Continuing Disclosure Agreement or this Purchase Contract.

(2) At the time of the execution of this Purchase Contract and at the Closing, the
Representative  shall receive a letter, dated the date of delivery thereof, of
PricewaterhouseCoopers LLP, in a form satisfactory to the Representative and
PricewaterhouseCoopers LLP.

(h) At the Closing, the Representative shall receive a letter, dated within five business
days of the Closing, of PricewaterhouseCoopers LLP, stating that they agree to the use of their
report dated June _, 2026 for inclusion in Appendix A of the Preliminary Official Statement and
the Official Statement.

(1) At the Closing, the Representative shall receive a certificate, dated the date of the
Closing, signed by the President or the Vice President and the General Manager and Chief
Executive Officer or the Associate General Manager and Chief Financial Executive to the effect
that, except as disclosed in the Official Statement, no litigation or other proceedings are pending
or, to the knowledge of any of the signers of such certificate, threatened in any court or other
tribunal of competent jurisdiction, State or Federal, in any way (i) restraining or enjoining the
issuance, sale or delivery of any of the Bonds, or (ii) questioning or affecting the validity of this
Purchase Contract, the Bonds, the Continuing Disclosure Agreement, the Resolution or the
pledge by the District to the Trustee of any moneys or security provided under the Resolution, or
(ii1) questioning or affecting the validity of the proceedings for the authorization, sale, execution,
registration or delivery of the Bonds, or (iv) questioning or affecting the organization of the
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Board of Directors of the District in office at any time on or prior to the date of the Closing or
the legal or corporate existence of the District, or the title to office of the directors or officers
thereof, or materially adversely affecting any powers of the District under the statutes of the
State of Arizona, including, without limitation, the power of the District to construct and operate
its Electric System and to fix and collect rates, fees and other charges in connection therewith.

) At the Closing, the Representative shall receive a certificate, dated the date of the
Closing, signed by the President or the Vice President and the General Manager and Chief
Executive Officer or the Associate General Manager and Chief Financial Executive, to the effect
that the statements and information contained in the Official Statement are true and correct in all
material respects and the Official Statement does not omit any statement or information required
to be included therein or necessary to make the statements and information contained therein, in
the light of the circumstances under which they were made, not misleading.

(k) Subsequent to the respective dates as of which information is given in the Official
Statement and except as contemplated by the Official Statement, there shall not have been any
change in the long-term debt of the District, or any decreases in the net current assets or
accumulated net revenues of the District, or any decreases in the operating revenues or net
revenues of the District, or any other change in the financial position or results of operations of
the District, which, in the opinion of the Representative, materially affects the market for the
Bonds or the sale, at the contemplated offering price, by the Purchasers of the Bonds to be
purchased by them.

) At or prior to the Closing, the Representative shall have received evidence that the
Bonds have received credit ratings of “[Aal]” and “[AA+]” from Moody’s and S&P,
respectively.

(m) At the Closing, the Representative shall receive the opinion, dated the date of the
Closing, of Katten Muchin Rosenman LLP, counsel for the Purchasers, with respect to the
Bonds, the Preliminary Official Statement, the Official Statement and other related matters as the
Representative may reasonably require. In rendering such opinion, Katten Muchin Rosenman
LLP may rely as to all matters governed by Arizona law, including the creation and powers of
the District, upon the opinion of Bond Counsel.

(n) At the Closing, the Representative, on behalf of the Purchasers, shall deliver an
issue price certificate relating to the Bonds, dated the date of Closing, in form and substance
satisfactory to Nixon Peabody LLP, Special Tax Counsel.

(o) At the Closing, the Representative shall receive a certificate, dated the date of the
Closing, signed by an Authorized Officer (as defined in the Resolution) of the District,
evidencing full compliance with the provisions of clauses (a) and (b) of subsection 1 of Section
2.04 of the Amended and Restated Resolution Concerning Revenue Bonds.

(p) At the Closing, the Representative shall receive duly executed copies of the
Officer’s Certificate and Continuing Disclosure Agreement.

(q) At the Closing, the Representative shall receive such additional certificates and
other evidence as the Representative may deem necessary to evidence the truth and accuracy as
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of the time of the Closing of the representations and warranties of the District herein contained
and the due performance and satisfaction by the District at or prior to such time of all agreements
then to be performed and all conditions then to be satisfied by it, including a certificate or
certificates as to the matters referred to in Section 7(k) hereof.

(r) At the Closing, the Representative shall receive a 10b-5 letter from Nixon
Peabody LLP, Special Tax Counsel, with respect to the tax disclosure on the cover of the
Preliminary Official Statement and the Official Statement and the information contained in the
Preliminary Official Statement and the Official Statement under the caption “TAX MATTERS”.

The Official Statement and the opinions and certificates and other evidence referred to
above shall be in form and substance satisfactory to the Representative.

If the District shall be unable to satisfy the conditions to the obligations of the Purchasers
contained in this Purchase Contract, or if the obligations of the Purchasers shall be terminated for
any reason permitted by this Purchase Contract, this Purchase Contract shall terminate and
neither the Purchasers nor the District shall be under further obligation hereunder, except as
provided in Section 8 hereof and except that the Deposit referred to in Section 3 hereof shall be
returned to the Representative by the District.

8. The Purchasers shall be under no obligation to pay any expenses incident to the
performance of the obligations of the District hereunder. The District shall pay the fees and
disbursements of Spencer Fane LLP, of Chiesa Shahinian & Giantomasi PC, of Nixon Peabody
LLP, of PricewaterhouseCoopers LLP, of PFM Financial Advisors LLC (“PFM”), municipal
advisor to the District, and of any consultant or engineer in respect of any matters contemplated
by this Purchase Contract not directly retained by the Representative; the cost of printing or
otherwise preparing and furnishing to the Representative the documents specified in Section 4
hereof; the cost of preparation and issuance of the Bonds and any charges made by rating
agencies for the rating of the Bonds. The District shall be under no obligation to pay any
expenses incident to the performance of the obligations of the Purchasers hereunder, other than
those included in the expense component of the underwriters’ discount together with such other
expenses as the District shall approve, including meals, transportation and lodging incident to the
pricing of the Bonds. The Purchasers shall pay the cost of printing any supplement or
amendment to the Official Statement made in accordance with Section 5(b) hercof, the cost of
printing the Agreement Among Underwriters and Purchase Contract; the cost of all Blue Sky
memoranda used by them; all advertising expenses in connection with the public offering of the
Bonds; and the fees and disbursements of Katten Muchin Rosenman LLP, counsel to the
Purchasers.

9. The District acknowledges and agrees that: (i) the primary role of the Purchasers,
as underwriters, is to purchase securities, for resale to investors, in an arm’s-length commercial
transaction between the District and the Purchasers and that the Purchasers have financial and
other interests that differ from those of the District; (i1) the Purchasers are not acting as a
municipal advisor (within the meaning of Section 15B of the Securities Exchange Act of 1934,
as amended), financial advisor, or fiduciary to the District and have not assumed any advisory or
fiduciary responsibility to the District with respect to the transaction contemplated hereby and
the discussions, undertakings and procedures leading thereto (irrespective of whether any
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Purchaser has provided other services or is currently providing other services to the District on
other matters); (iii) the only obligations the Purchasers have to the District with respect to the
transaction contemplated hereby expressly are set forth in this Purchase Contract; and (iv) the
District has consulted its own financial and/or municipal, legal, accounting, tax and other
advisors, as applicable, to the extent it deems appropriate. The District has retained PFM as its
municipal advisor.

10.  This Purchase Contract constitutes the entire agreement between the parties hereto
with respect to the matters covered hereby, and supersedes all prior agreements and
understandings between the parties. This Purchase Contract shall only be amended,
supplemented or modified in a writing signed by both of the parties hereto.

11.  Any notice or other communication to be given to the District under this Purchase
Contract may be given by delivering the same in writing at its address set forth above, and any
notice or other communication to be given to the Purchasers under this Purchase Contract may
be given by delivering the same in writing to BofA Securities, Inc., One Bryant Park, 3rd Floor,
New York, New York 10036, Attention: ,
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12. This Purchase Contract is made solely for the benefit of the District and the
Purchasers (including the successors or assigns of any Purchaser) and no other person shall
acquire or have any right hereunder or by virtue hereof. All the representations, warranties and
agreements of the District and of the Purchasers in this Purchase Contract shall remain operative
and in full force and effect and shall survive delivery of and payment for the Bonds hereunder
and regardless of any investigation made by or on behalf of the Purchasers. The agreements in
Sections 3 and 8 hereof shall survive any termination of this Purchase Contract.

BOFA SECURITIES, INC.
GOLDMAN SACHS & CO. LLC
J.P. MORGAN SECURITIES LLC
MORGAN STANLEY & CO. LLC
RBC CAPITAL MARKETS, LLC

By: BofA Securities, Inc.,
as Representative of the Purchasers

By:

[Name]
[Title]

SALT RIVER PROJECT AGRICULTURAL
IMPROVEMENT AND POWER DISTRICT

By:

Jon W. Hubbard
Corporate Treasurer and Senior Director
of Financial Operations & Compliance
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Annex B to Purchase Contract

Certificate of the Representative

Salt River Project Agricultural
Improvement and Power District

PAB 236

Post Office Box 52025

Phoenix, Arizona 85072-2025

Nixon Peabody LLP
799 9" Street NW, Suite 500
Washington, DC 20001

Ladies and Gentlemen:

The undersigned, on behalf of BofA Securities, Inc., as representative (the
“Representative”), of itself and the other underwriters set forth on the cover page of the below-
defined Official Statement (collectively, the “Underwriting Group”), hereby certifies as set
forth below with respect to the sale and issuance of the below-defined 2026 Series _ Bonds.

1. We have served as Representative of the Underwriting Group in connection with
the sale by the Salt River Project Agricultural Improvement and Power District (the “District”)
and purchase by the Underwriters of $ aggregate principal amount of Salt River
Project Electric System Revenue Bonds, 2026 Series _ (the “2026 Series _ Bonds”).

2. [(@)] As of _, 2026 (the (“Sale Date”), for each [Maturity] [of the
General Rule Maturities] of the 2026 Series _ Bonds, the first price at which at least 10% of such

Maturity of the 2026 Series =~ Bonds was sold to the Public is the respective price listed in
Schedule A hereto.

[(b)] [To be used if using Hold-the-Offering-Price Rule] [Alternative 1 - All Maturities
Use Hold-the-Offering-Price Rule: The Representative offered the 2026 Series  Bonds to the
Public for purchase at the respective initial offering prices listed in Schedule A (the “Inmitial
Offering Prices”) on or before the Sale Date. A copy of the pricing wire or equivalent
communication for the 2026 Series _ Bonds is attached to this certificate as Schedule B.]
[Alternative 2 - Select Maturities Use Hold-the-Offering-Price Rule: The Representative offered
the Hold-the-Offering-Price Maturities to the Public for purchase at the respective initial offering
prices listed in Schedule A (the “Initial Offering Prices”) on or before the Sale Date. A copy of
the pricing wire or equivalent communication for the 2026 Series ~ Bonds is attached to this
certificate as Schedule B.]

[Alternative 1 - All Maturities use Hold-the-Offering-Price Rule: As set forth in the
Purchase Contract, the Representative has agreed in writing that, (i) for each Maturity of the
2026 Series _ Bonds, it would neither offer nor sell any of the 2026 Series _ Bonds of such
Maturity to any person at a price that is higher than the Initial Offering Price for such Maturity
during the Holding Period for such Maturity (the “hold-the-offering-price rule”), and (ii) any
selling group agreement shall contain the agreement of each dealer who is a member of the
selling group, and any third-party distribution agreement shall contain the agreement of each
broker-dealer who is a party to the third-party distribution agreement, to comply with the hold-



the-offering-price rule. [Alternative 2 - Select Maturities Use Hold-the-Offering-Price Rule: As
set forth in the Purchase Contract, the Representative has agreed in writing that, (i) for each
Maturity of the Hold-the-Offering-Price Maturities, it would neither offer nor sell any of the
2026 Series _ Bonds of such Maturity to any person at a price that is higher than the Initial
Offering Price for such Maturity during the Holding Period for such Maturity (the “hold-the-
offering-price rule”), and (ii) any selling group agreement shall contain the agreement of each
dealer who is a member of the selling group, and any third-party distribution agreement shall
contain the agreement of each broker-dealer who is a party to the third-party distribution
agreement, to comply with the hold-the-offering-price rule.]

3. For purposes of this Certificate of the Representative, the following terms have
the following meanings:

(a) District means Salt River Project Agricultural Improvement and Power
District, the owner and user of the facilities financed and refinanced with proceeds of the 2026
Series  Bonds.

[(b)] [General Rule Maturities means those Maturities of the 2026 Series
Bonds listed in Schedule A hereto as the “General Rule Maturities.”]

[(c)] [Hold-the-Offering-Price Maturities means those Maturities of the 2026
Series  Bonds listed in Schedule A hereto as the “Hold-the-Offering-Price Maturities.”]

[(d)] [Holding Period means, with respect to a Hold-the-Offering-Price
Maturity, the period starting on the Sale Date and ending on the earlier of (i) the close of the
fifth business day after the Sale Date (] 1), or (ii) the date on which the Representative
has sold at least 10% of such Hold-the-Offering-Price Maturity to the Public at prices that are
no higher than the Initial Offering Price for such Hold-the-Offering-Price Maturity.]

[(e)] Maturity means 2026 Series _ Bonds with the same credit and payment
terms. 2026 Series  Bonds with different maturity dates, or 2026 Series  Bonds with the same
maturity date but different stated interest rates, are treated as separate Maturities.

[(f)] Public means any person (including an individual, trust, estate,
partnership, association, company or corporation) other than an Underwriter or a related party to
an Underwriter. The term “related party” for purposes of this Certificate of the Representative
generally means any two or more persons who have greater than 50 percent common ownership,
directly or indirectly.

[(g)] Tax Certificate means the Tax Certificate as to Arbitrage and The
Provisions of Sections 141-150 of the Internal Revenue Code of 1986, dated ., 2026
with respect to the 2026 Series _ Bonds.

[(h)] Underwriter means (i) any person that agrees pursuant to a written
contract with the District (or with the Representative to form an underwriting syndicate) to
participate in the initial sale of the 2026 Series ~ Bonds to the Public, and (ii) any person that
agrees pursuant to a written contract directly or indirectly with a person described in clause (i) of
this paragraph to participate in the initial sale of the 2026 Series Bonds to the Public (including
a member of a selling group or a party to a retail distribution agreement participating in the
initial sale of the 2026 Series Bonds to the Public)..



The representations set forth in this certificate are limited to factual matters only.
Nothing in this certificate represents the Representative’s interpretation of any laws, including
specifically Sections 103 and 148 of the Internal Revenue Code of 1986, as amended, and the
Treasury Regulations thereunder. The Representative understands that the foregoing information
will be relied upon by the District with respect to certain of the representations set forth in the
Tax Certificate with respect to the 2026 Series Bonds and by Nixon Peabody LLP (“Special
Tax Counsel”) in connection with rendering its opinion as Special Tax Counsel that the interest
on the 2026 Series _ Bonds is excluded from gross income for federal income tax purposes.
With respect to 2026 Series = Bonds allotted to Underwriters other than the Representative,
statements in this certificate are based solely on information provided to the Representative by
such other Underwriters, and has not been independently verified by us; however, we have no
reason to believe such information is untrue or such rule has not been complied with, in any
material respect.

We understand that Special Tax Counsel may rely upon this Certificate of the
Representative, among other things, in providing an opinion with respect to the exclusion from
gross income of the interest on the 2026 Series _ Bonds pursuant to Section 103 of the Internal
Revenue Code of 1986, as amended.

IN WITNESS WHEREOQF, the Representative, on behalf of the Underwriters, has caused
this Certificate of the Representative to be executed as of the date above first written.

Dated: _,2026

BOFA SECURITIES, INC.

[Name]
[Title]



Schedule I to Purchase Contract

2026 Series _Bonds

Maturity Principal Interest
(January 1) Amount ($) Rate (%)

Price

Yield (%)

C

Calculated to [July 1, 2036] first optional redemption date.






OR AMENDMENT W

SOLICITATION OR SALE WOULD BE UNLAWFUL PRIOR TO REGISTRATION

PRELIMINARY OFFICIAL STATEMENT DATED _ ,2026

NEW ISSUE FULL BOOK-ENTRY

In the opinion of Special Tax Counsel, under existing law and assuming compliance with the tax covenants described herein, and the accuracy of certain
representations and certifications made by the Salt River Project Agricultural Improvement and Power District described herein, interest on the 2026 Series Bonds is
excluded from gross income for federal income tax purposes under Section 103 of the Internal Revenue Code of 1986 (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 iax imposed under the Code. Special Tax Counsel is further of the
opinion that interest on the 2026 Series Bonds is exempt from income taxes imposed by the State of Arizona. See "TAX MATTERS" herein regarding certain other tax
considerations.

A iy SALT RIVER PROJECT AGRICULTURAL
ST IMPROVEMENT AND POWER DISTRICT, ARIZONA
Ve kestrel Salt River Project Electric System Revenue Bonds, 2026 Series
Dated: Date of Delivery Due: As shown on inside cover

The Salt River Project Electric System Revenue Bonds, 2026 Series (the “2026 Series Bonds”) are being issued pursuant to the
Supplemental Resolution Dated September 10, 2001, authorizing an Amended and Restated Resolution Concerning Revenue Bonds,

£ which became effective January 11, 2003, as amended and supplemented (the “Resolution™). The 2026 Series Bonds, together with

heretofore and hereafter issued Revenue Bonds, are payable from and secured by a pledge of and lien on all Revenues of the Salt River

7 Project Agricultural Improvement and Power District (the “District”) from the ownership and operation of the Electric System after the
= payment of Operating Expenses.

The 2026 Series Bonds will be issued in fully registered form and, when issued, will be registered in the name of Cede & Co., as

= nominee of The Depository Trust Company, New York, New York (“DTC”). DTC will act as securities depository for the 2026 Series

Bonds. Individual purchases of interests in the 2026 Series Bonds may 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 2026

° = Series Bonds. Interest with respect to the 2026 Series Bonds is payable January 1 and July 1 of each year, commencing January 1, 2027.

The principal of, redemption price, if any, and interest on the 2026 Series Bonds are payable by U.S. Bank Trust Company, National

2 Association, as successor in interest to U.S. Bank National Association, as Trustee. Interest on the 2026 Series Bonds will be payable
. by check mailed by the Trustee to the registered owner of each of the 2026 Series Bonds as of the immediately preceding December 15
% or June 15. So long as Cede & Co. is the registered owner, the Trustee will pay such principal and redemption price, if any, of and

interest on the 2026 Series Bonds to DTC, which will remit such principal, redemption price, if any, and interest to its Direct Participants
for subsequent disbursement to the Beneficial Owners of the 2026 Series Bonds. The 2026 Series Bonds are subject to optional
redemption as described herein. See “THE 2026 SERIES BONDS — Redemption” herein.

The [NAME OF BONDS] have been designated as “Green Bonds.” Kestrel has provided an independent external review and opinion
that the [NAME OF BONDS] conform with the four core components of the International Capital Market Association Green Bond
Principles and therefore qualify for Green Bonds designation. See "DESIGNATION OF BONDS AS GREEN BONDS" herein and
[APPENDIX <X>] attached for more information.

The 2026 Series Bonds do not constitute general obligations of the District or obligations of the State of Arizona, and no
holder of any of the 2026 Series Bonds has the right to compel the exercise of the taxing powers of the District to pay the 2026

Series Bonds or the interest thereon.

This cover page contains certain information for quick reference only. It is not intended to be a summary of all factors relating to an
investment in the 2026 Series Bonds. Investors should read this Official Statement in its entirety before making an investment decision.

The 2026 Series Bonds are offered when, as and if issued, and subject to the approval of legality by Chiesa Shahinian & Giantomasi

- = PC, Bond Counsel. Certain legal matters will be passed upon for the District by Nixon Peabody LLP, Special Tax Counsel, and for the
- £ Underwriters by Katten Muchin Rosenman LLP. It is expected that the 2026 Series Bonds will be available for delivery through the

Z facilities of DTC on or about _ . 2026.
BofA Securities
Goldman Sachs & Co. LLC J.P. Morgan Morgan Stanley RBC Capital Markets
= Dated: ., 2026

*Preliminary, subject to change



SALT RIVER PROJECT ELECTRIC SYSTEM REVENUE BONDS

2026 SERIES

Serial Bonds

Maturity” Principal® Interest
(January 1) Amount Rate Yield

$* % Term Bonds due January 1, * Price % CUSIP

$*__% Term Bonds due January 1, * Price % CUSIP

* Preliminary, subject to change

' CUSIP is a registered trademark of the American Bankers Association. CUSIP data hersin is provided by CUSIP Global Services
{“CUSIPGS™) which is managed on behalf of the American Bankers Association by FactSet Research Systems Ine, This data is
not intended to create a database and does not serve in any way as a substitute for the CUSIPGS database. CUSIP numbers are
provided for convenience of reference only, Noue 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 o being changed after the issuance of the

2026 Series Bonds,

CUSIP
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This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy the 2026 Series
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 2026 Series 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 soutces which are believed to be
reliable. The information and expressions of opiniot 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 SFELL THE 2026 SERIES 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 fuiture 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 operaling 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 Iaws 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 2026 SERIES 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 2026 Series Bonds: The 2026 Series 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 2026 Series Bonds are
authorized pursuant to the Constitution and laws of the State of
Arizona and in particular Titie 48, Chapter 17, Article 7, Arizona
Reviged Statutes (the “Act™ and the hereinafler defined
Resolution.

The 2026 Series Bonds are subject to mandatory sinking fund
redemption and/or optional redemption as described herein. See
“THE 2026 SERIES BONDS — Redemption™ herein,

Purpose of the 2026 Series Bonds: The 2026 Series Bonds are being issued to finance capital
improvements to the Electric System pursuant to the District’s
Capital Improvement Program, to refund certain outstanding
Revenue Bonds of the District and to pay costs of issuing the 2026
Series Bonds. See “THE CAPITAL IMPROVEMENT
PROGRAM,” “PLAN OF FINANCE” and “SOURCES AND
USES OF FUNDS” herein.

Security for the 2026 Series Bonds: The District has covenanted in the Resolution not to issue any
bonds or other obligations or create any additional indebtedness,
which will have priorify 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,
2026, the balance in the Debt Reserve Account was approximately
$81 million, which exceeded the Debt Reserve Requirement. Upon
the issuance of the 2026 Series Bonds, the amounts on deposit in
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 Disirict and the
payment of Debt Service on all Revenue Bonds.




Outstanding Indebtedness:

Limitation on Additional Indebtedness:

Authority te Set Electric Prices:

Service Area:

Transmission and Distribution Facilities:

The financial statements of the District and the Salt River Valley
Water Users’ Association (the “Association”) (fogether “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
“— History” for a further discussion of the relationship between
the District and the Association.

The 2026 Series Bonds do not constitute general obligations of the
District or obligations of the State of Arizona, and no holder of any
of the 2026 Series Bonds has the right to compel the exercise of
the taxing powers of the District to pay the 2026 Series Bonds or
the interest thereon. See “SECURITY FOR 2026 SERIES
BONDS” herein.

As of April 30, 2026, the District had a total of $6,241,260,000 in
outstanding debt {computed without deducting/adding the
unamortized  bond  discount/premium)  consisting  of
$6,241,260,000 in Revenue Bonds, As of April 30, 2026, the
District had no any general fund debt cutstanding, and the District
does not have any outstanding loans under any of its revolving
credit agreements at this time. 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 Disirict 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
8,219 MW in fiscal year 2025, See “TABLE 8 — Historical
Operating Statistics” herein. Approximately 47% of fiscal year
2025 retail electric revenues were received from residential
customers. See “TABLE 7 — Customer Accounts, Sales and
Revenues Fiscal Year Ended April 30, 2025* 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 500k V. In addition,
the District also has acquired rights on transmission systems owned
by others. See “THE ELECTRIC SYSTEM — Existing and Future
Resources™ herein,

ii




Power Supply Resources:

Continuing Disclosure:

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 confracts, 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 the 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)
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SALT RIVER PROJECT AGRICULTURAL
IMPROYEMENT AND POWER DISTRICT, ARIZONA

OFFICIAL STATEMENT
RELATING TO
$ L]
SALT RIVER PROJECT ELECTRIC SYSTEM REVENUE BONDS, 2026 SERIES

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, 2026 Series (the “2026 Seties Bonds™). The
mailing address of the District’s administrative offices is The Office of the Secretary, PAB3135, 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, including the 2026 Series 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 Revetue Bonds in excess of the amount of the 2026 Series Bonds. The District’s Board has authorized
the issuance of the 2026 Series Bonds, and the District’s Couneil has ratified and confirmed the Board’s action. See
“THE 2026 SERIES BONDS” herein and “Appendix B — Summary of the Resolution” attached hereto.

DESIGNATION OF BONDS AS GREEN BONDS

Green Bonds Designation

Per the International Capital Market Association (“ICMA™), Green Bonds are any type of bond
instrument where the proceeds will be exclusively applied to finance or re-finance, in part or in full, new and/or
existing eligible Green Projects and which are aligned with the four core components of the Green Bond Principles.
The four core components are: 1. Use of Proceeds; 2. Process for Project Evaluation and Selection; 3. Management
of Proceeds; and 4. Reporting,

Kestrel has determined that the [NAME OF BONDS] are in conformance with the four core components of the
ICMA Green Bond Principles, as described in Kestrel’s ‘Second Party Opinion®, which is attached hereto as
[APPENDIX <X>|.

Independent Second Party Opinion on Green Bonds Designation and Disclaimer

For over 23 years, Kestrel has been consulting in sustainable finance. Kestrel is an Approved Verifier accredited
by the Climate Bonds Initiative and the market leader for Second Party Opinions in US public finance. Kestrel
reviews corporate and public finance transactions worldwide for alignment with ICMA Green Bond Principles, Social

* Preliminary, subject to change.




Bond Principles, Sustainability Bond Guidelines and the Climate Bonds Initiative Standards and Criteria. Municipal
bonds are benchmarked with Kestrel Sustainability Intelligence™,

The Second Party Opinion issued by Kestrel does not and is not intended to make any representation or give any
assurance with respect to any other matter relating to the [NAME OF BONDS]. Second Party Opinions provided by
Kestrel are not a recommendation to any person to purchase, hold, or sell the [NAME OF BONDS] and designations
do not address the market price or suitability of these bonds for a particular investor and do not and are not in any
way intended to address the likelihood of timely payment of interest or principal when due.

In issuing the Second Party Opinion, Kestrel has assumed and relied upon the accuracy and completeness of the
information made publicly available by the District or that was otherwise made available to Kestrel.

PLAN OF FINANCE

A portion of the proceeds from the 2026 Series 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 2026 Series Bonds also will be used to pay the cost of issuing the 2026 Series
Bonds. The 2026 Series Bonds will be issued under the Resolution, See “Appendix B— Summary of the Resolution™
attached hercto. See “SOURCES AND USES OF FUNDS™ herein,

THE 2026 SERIES BONDS

General

The 2026 Series Bonds will be issued in the principal amount of $ * and will be dated and bear interest
from their date of delivery, The 2026 Series Bonds will mature on the dates and in the principal amounts, and bear
interest, payable on Fanuary 1 and July 1 of each year, commencing January 1, 2027, 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
2026 Series Bonds are payable by the Trustee, and interest thereon will be payable by check mailed by the Trustee
to the registered owner of each 2026 Series Bond as of the immediately preceding December 15 or June 15.

Book-Entry-Only System

The 2026 Series 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 2026 Series Bonds. Tndividual
purchases of interests in the 2026 Series 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 2026 Series Bonds. So long as Cede & Co. is the registered owner of the 2026 Series Bonds, the
Trustee will make payments of principal and tedemption price, if any, of and interest on the 2026 Series Bonds
directly to DTC, which will remit such principal, redemption price, if any, of and interest to the Beneficial Owner(s)
(as defined in Appendix E hereto) of the 2026 Series Bonds, as described herein. See “Appendix E — Book-Entry-
Only System™ attached hereto.

Redemption”

Mandatory Sinking Fund Redemption of 2026 Series Bonds, The _.__% 2026 Series Bonds maturing on January
1, ___ 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 Tnstallments required by the Resolution,
on and after January 1, at 100% of the principal amount of such 2026 Series 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 2026 Series Bonds on the dates and in the principal amounts shown below.

* Preliminary, subject to change.




Sinking Fund Payment Date
(January 1) Principal Amount

$

%

*"Final Maturity,

The . % 2026 Series Bonds maturing on January 1, 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, at 100% of the principal amount of such
2026 Series 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 2026 Series Bonds on the dates and in the principal
amounts shown below,

Sinking Fund Payment Date
(January 1) Principal Amount

$

*Final Maturity.

Optional Redemption of 2026 Series Bonds. The 2026 Series Bonds maturing on or after January 1,  are
subject to redemption at the option of the District prior to maturity, at any time on or after January 1, asawhole
ot 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 2026 Series 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 tegistration is in effect with respect to the 2026 Series Bonds, if less
than all of the 2026 Series 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 2026 Series 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 2026 Series 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 2026 Series 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
net 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 2026 Series 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 ai any time before payment of such redemption price if any condition so specified is not
satisfied or if any such other event occurs. Motice of such rescission shall be given by the Trustee to the registered
owners of any 2026 Series 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 2026 Series Bonds. If the book-entry-only system were discontinued, the following provisions
would apply. A 2026 Scries Bond may be transferred on the bond register maintained by the Bond Registrar upon
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surrender of the 2026 Series 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 2026 Series Bonds may be exchanged for like 2026 Series 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 2026 Series Bonds during the 15 days preceding the date on which notice of redemption of
a 2026 Series Bonds is to be mailed or any 2026 Series Bonds that have been called for redemption except the
unredeemed portion of any 2026 Series Bonds being redeemed in part.

SOURCES AND USES OF FUNDS

The estimated sources and uses of funds with respect to the 2026 Series Bonds are expected to be as follows:

Sources of Funds
Principal Amount of 2026 Series Bonds..........
[Net] Original Issue Premium/Discount..........
Other FUnds ....coveeeeeiieiesieiniieenre e essessonsns

Uses of Funds
Deposit to Construction Fund.........ccoeeeeereern.
Underwriters” DISCOUNE .-....vcvvvveneeerienveveserennes

Costs of ISsuance M .o enreens

M Includes bond ratings, printing, legal fees, and other expenses relating to the jssuance and sale of the 2026 Series Bonds.




SECURITY FOR 2026 SERIES BONDS

General

Revenue Bonds, including the 2026 Series 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 Eleciric System and the proceeds of any insurance covering business
interruption loss relating to the Electric System and (ii) interest received on any moneys ot 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 2026 Series 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 2026 Series Bonds will not constitute general obligations of the District or obligations of the State of Arizona,
and no holder of Revenue Bonds, including the 2026 Series 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.

This Official Statement does not include the financial statements of the District. In lieu of financial statements of
the District, this Official Statement includes the historical combined financial statements of Salt River Project
Agricultural Improvement and Power District and its subsidiaries and the Salt River Valley Water Users’ Association,
The District, in consultation with legal counsel, has concluded that as April 30, 2025 there is no material difference
between the financial statements of the District and the combined financial statements and that the inclusion of such
combined financial statements and information in the Official Statement provides investors with all necessary
financial information.

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, 2026, the balance
in the Debt Reserve Account was approximately $81 million, which exceeded the Debt Reserve Requirement. Upon
issuance of the 2026 Series Bonds on or about __ 52026, the amounts on deposit in the Debt Reserve Account
will continue to exceed the Debt Reserve Requirement,

Rate Covenant

The District covenants in the Resolution that it will charge and coliect 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 feast 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; (if) 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 [ndebtedness. See “ELECTRIC PRICES” hergin,

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 io 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 other 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. Tt
operates the Salt River Federal Reclamation 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 nsers 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 enteted 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 tight 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 Disirict’s property, including those properties acquired pursuant fo the 1917 Agreement,
resides in the United States, the District possesses contractual rights to the use, possession, and revenues of these
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 (DOT”)
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 elecirical 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 ratifies and
confirms the amount of bonds authorized to be issued by the Board. The General Manager and Chief Executive
Ofticer 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 July 31, 2025, District and Association employees totaled approximately 6,152, including approximately
2,163 hourly employees represented by the International Brotherhood of Elecirical Workers, Local 266 (“IBEW™),
but excluding non-regular employees such as temporary employees, students, and contractors. The present labor
contracts will expire on November 15, 2026. The current labor contracts contain provisions that prohibit the District’s
union employees from organizing in or participating in a labor sirike 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,

Economic and Customer Growth in the District’s Service Area

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

The Phoenix MSA 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 nearly 943,700 people
from July 2012 through July 2024, a compound annual growth rate of approximately 1.7%. Arizona ranked among
the top three states for net domestic migration in both 2020 and 2021, and remained in the top five in 2022 and 2023,




The employment base in the Phoenix MSA has expanded in the last several years. Professional and business
services and private education and health services combined added nearly 97,200 positions since 2020, while the
manufacturing sector added 15,200 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 @ (& billions)
6,474.9 4,266.5 1,760.5 15,967 163.7
6,546.5 4,327.8 1,811.7 18,737 167.8
6,616.0 4,389.5 1,853.1 20,341 1771
6,701.0 4,464 4 1,915.2 22,402 187.8
6.797.0 4,547.6 1,979.8 28,583 197.2
6,884.5 4,622.2 2,040.0 29,312 2095
6,982.2 4,703.3 2,108.5 31,343 223.5
7,082.1 4,786.3 2,180.2 35,873 240.7
7.176.4 4,864.9 2,123.3 48,219 266.6
7,2854 4,946.5 2,220.8 50,581 297.3
7,409.2 5,040.4 2,334.8 47,804 314.1
7,525.1 5,132.5 2,404.0 45,616 336.5
7,621.7 5,210.2 24454 45,884 NAG)

O 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.

€ (8. Census Bureau, “Building Permits Survey (BPS) by Core Vased Statistical Area (CBSA)”.

© U.8. Bureau of Eeoromic Analysis (US BEA), "CAINC] County and MSA personal income summary: personal income, papulation, per capita
personal income".

® Data not available (NA)

In Tuly 2020, the -4.6% year-over-year employment decrease in the Phoenix MSA represented a net loss of 96,300
Jjobs compared to July 2019, due to the COVID-19 pandemic. From July 2019 to July 2024, employment had a net
gain of 13.6% or 288,900 jobs.

The Phoenix MSA’s unemployment tate was 4.0% in June 2025. Unemployment rates for the Phoenix MSA,
Arizona, and the United States are listed below:

Comparative Unemployment. Rates ©

June 20257 July2024 July2023  July2022 July2021 Julvy2020  July 2019

Phoenijx MSA @ ...... 4,09 3.8% 3.6% 3.7% 4.9% 9.3% 4.6%
Atizon ... 4% 3.6% 3.7% 3.8% 4.9% 9.0% 4.8%
Unifed States. ... 42% 4.3% 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
Staistics.

) Not seasonally adjusted.

@ July data NA.

O Preliminary data.

Recent employment gains have been led by the leisure and hospitality, private education and health services,
trade, transportation, and utilities sectors. Economic forccasts submitted to The District suggest continued
improvements in trade, transportation, and utilities, along with gradual growth in the manufacturing sector for the
Phoenix MSA.




Phoenix MSA Employment
{(Annual Averages, thousands)

Trade,
Natural Resources Transportation Financial
Year & Mining Construction Manufacturing & Utilities Information Activities
35 86.9 117.7 351.0 322 148.6
3.6 92.2 1182 3539 4.5 156.5
34 94.1 119.6 362.6 36.1 159.7
33 97.6 120.9 374.8 37.1 165.6
32 104.0 121.6 384.6 372 1754
3.3 112.4 124.1 392.5 377 183.9
35 123.0 128.8 402.7 39.0 190.7
3.5 133.1 133.9 410.2 40.6 199.3
29 135.6 1343 414.1 379 2055
27 140.2 138.8 440.4 40.1 2157
30 154.0 1474 461.3 435 216.2
5 168.9 149.4 469.8 42,7 2119
37 180.3 149.5 4723 40.2 209.2
Private
Professional & Education & Leisure &
Year Business Services  Health Services  Hospitality Other Services  Government

286.3 2587 183.3 62.3 2299

3022 264.2 191.6 63.7 231.2

310.0 2722 199.1 63.5 232.6

3246 285.8 208.2 63.6 233.0

3392 298.0 215.6 65.6 2354

3455 3125 2234 66,7 2380

3585 3256 2281 69.1 2394

371.9 3404 2333 70.3 2439

359.0 3374 193.4 62.7 240.6

374.7 346.8 2139 68.5 230.1

390.6 3653 238.6 73.5 2414

3894 391.5 251.2 76.6 249.7

3872 406.6 263.8 78.0 254.6

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

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

Population and employment growth have been the traditional drivers for the commercial real estate market, As
of the second quarter of 2025, total office vacancies stand at 24.3%, a slight increase of 30 basis points (bps) from
the previous year, reflecting ongoing limited demand. The industrial vacancy rate rose to 13.4%, up 220 bps year-
over-year (YOY) with availability rates reaching 16.0%, a 150 bps YOY increase. While leasing activity has slowed
amid market uncertainty and tariff-related hesitations, the Phoenix MSA remains a strong industrial market with 460
million square feet of total inventory and 284 million square feet of manufacturing and warchouse space. In the long
term, demand in the logistics and manufacturing sectors remain a potential area of growth as the market conditions
stabilize, Additionally, a rapidly emerging driver of growth in the Phoenix MSA is the digital economy and data
center development. Phoenix is a growing major data center market in the USA, and 2024 saw historic growth in
Phoenix’s data center capacity along with historically low vacancy rates for leased data center space (CBRE H2 2024
Data Center Markets Report), Data center development and related digital economy investments are expected to
remain as major sources of growth in the Phoenix MSA for at least the next several years,

As the commercial and industrial real estate markets evolve, the residential sector continues to contribute
significantly to economic activity in the Phoenix MSA. Residential housing permits have steadily increased since
2012, reaching nearly 51,000 in 2021 before leveling off in recent years. Home prices have also experienced
significant growth, rising over 50% since June 2020. The median sale prices peaked at $475,000 in May 2022,
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However, since that pealk, prices have moderately retreated, decreasing by 5.3% to a median of $449,730 as of June
2025.

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.
Untreated water is delivered by SRP through its network of canals and laterals and groundwater pumping wells
{(Irrigation and Water Supply System) for municipal, industrial, irrigation, and other purposes. 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 raw 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. SRP 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.
SRP uses the aquifer to recharge or bank water supplies for future use. Since 1994, SRP has stored more than 1.5
million acre-feet of water underground, which is approximately twice the annual water demand. SRP also works
closely with other large water supply entitles 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 io 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. SRP’s management believes that established water right
protections in Federal and State law and binding agreements secure the Project’s legal access to Project water
supplies. Furthermore, studies by the USBR and the Project in parinership with Arizona State University conclude
that the Project’s waier system will continue to be reliable even with the impacts of future climate change. Therefore,
the Praject’s continued, responsible operation of the reservoir system will ensure that 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 networl of seven reservoirs and approximately 270 groundwater wells has been developed and is
managed conjunctively to maintain a reliable water supply, even in dry times. Preparing for drought is one of the
Project’s essentlal functions. The Project develops an annual water supply plan based on the amount of surface water
stored in Project reservoirs and sets a groundwater pumping goal to supplement the available supply for the purpose
of reducing the possibility of a water allocation reduction to less than 1%. The Project’s water resiliency has been
supported by reductions in water demand resulting from system improvements and conservation due to urbanization
of agricultural lands. Annual water demand was over 1.4 million acre-feet in the 1960°s and today ranges between
750,000 to 800,000 acre-feet. As a result, the Project can continue to meet water demands even during extended
drought conditions.
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The true value of SRP’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
titne in the Project’s long history that aliocations 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 becanse the Association was able fo balance the peaks and valleys of natural water supply conditions
through the conjunctive management of the Project’s reservoirs and wells and remained well-positioned to respond
to the natural variability of the Southwestern climate. The winter of 2017 broke the string of 6 years of helow median
runoff with nearly twice normal runoff and refilled a majority of the reservoir system. Afier a record 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 experienced in 2021-2022, with 2023 being the second wetiest winter in the last thirty years bringing
reservoir storage to record high levels by late March 2023, The winter of 2023-2024 was near normal, resulting in
reservoir storage just below capacity by the end of spring. 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.

SRP operates its groundwater production wells in accordance with a permit issued by the Arizona Depariment 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 Celorado River to Phoenix and Tucson,
allowing for improved movement of existing and developed supplics 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 100,000 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 present-day operations but is critical to facilitate growth and minimize impacts to customers in the event
of a distuption. 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. In fiscal year 2025, the District received approximately $2.2 million in revenue 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 $9.1 million
in revenue from this activity during fiscal year 2025,

Papago Park Center

Papago Park Center is an approximately 30¢-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
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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 $5.6
million and $5.3 million in fiscal years 2025 and 2024, 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 surpius 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 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.

THE ELECTRIC SYSTEM

Aren 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 projecied weather data. The resource portfolio is examined to
determine the expected sources of power and encrgy that may be used to supply the estimated system requirements.
The District applies effective load carrying capability (ELCC) adjustiments to all generation technology types when
considering asset capacity contributions to the District’s system reliability.

The projections in Table 2 represent the District’s estimate of the most probable components of system peak loads
and commensurate generating resources for fiscal years 2026 through 2031. The projections reflected therein are
consistent with industry-wide experience and provide the basis for the District’s Fuel and Purchase Power Budget,
May 2025 through April 2026. However, they are based on certain assumptions thal, 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. When economic and customer growth projections change, due to national or local Phoenix-Mesa-
Scottsdale MSA events, the projections in Table 2 could be revised. 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 balance of this page intentionally left blank)
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TABLE 2 — Projected Peak Loads and Resources (MW) ()

Fiscal Years Ending April 30,

2026 2027 2028 2029 2030 2031
Annual Peak:(MW) @13
Service Territory System Requirements 4 | 9,982 10,182 10,875 11,492 12,074 12,814
Sales for Resale....iurnrennnecs s sninniiins 60 60 60 60 160 160
Demand-Side Resources B .oinneiion. -1,546 -1,427 -1,476 -1,523 -1,567 -1,605
Total Peak Load & ... .o.corveversnrnnressinnnnns 8,495 8,815 9,459 10,028 10,666 11,369
Resources:
Owned:
Gas T Lo 4,557 4,457 4,557 4,557 4,557 5,188
Coal...... 1,480 1,369 1,369 1,255 1,152 492
Nuclear........ 826 826 826 826 787 787
Hydro POWEL .vvvvveeisrenrinernrenmesrecsiarsens 218 218 218 218 218 218
Future Peaking/Intermediate Resources........ 84 337 590 590 590 590
Purchased:
Future Demand Response Deemed
RESOUITE 11 vviiriseceirinrecssninis e seyesenas 144 157 167 178 189 200
Tri-State — Tri-State Generaticn and
Transmission Association, Ine, (*Tri- 87 87 87 87 87 87
SHALE™) B ittt sr s eessens
Renswable Purchases ...cceeccennnnriinn. 1,001 1,001 1,001 1,001 1,001 984
Future Renewable Purchases..u i, 724 1,069 1,078 2,217 2,817 3,166
Other Existing (% oo, 51 51 51 51 51 51
Future Purchases........cuionsieeseessiniininnens 770 770 770 770 770 770
Total RESOULCES w..ooveceerrrrrrrerras e rerssssasnenes 9,798 10,185 10,548 11,572 12,030 12,333
Total Resources in Excess of Total Peak Load. 1,447 1,527 1,257 1,723 1,553 1,164
Planned Reserve Percentage 0, ..o, 21.3% 22.8% 19.0% 21.7% 20.2% 19.6%

)

@
<]
@

<)

@)

[&)]

®

]
(1)
an

All resource capacities {including renewables) are represented in ferms of effective load carrying capability {(BLCC), rather than
nameplate capacity. ELCC is used to reflect their contributions to maintaining the reliability of the electric system. ELCC reflects
the ability of a resource to provide energy during times of system stress, which are typically during afternoon and evening hours
on hot summer days.

The forecast was approved in the fitst quarter of calendar year 2025.

Peak normally oocurs in the June through September months of the prior calendar year (the beginning months of the fiscal year).
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 incentivize bebaviors that reduce the expected peak clectricity demand
of retail customers. These resources also include projected reductions in peak demand due to federal efficiency codes and standards
for lighting, heating, and air conditioning 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, Some gas assets have fuel oil capabilily only for fuel
constraint emergencies.

The District has a 30-year agreement with Tri-State to purchase 100 MW of capacily from Springerville Uait 3. Commercial
operation of Unit 3 began on September 1, 2006. On December 1, 2023, Tri-State announced that, with possible fedetal funding to
offset closure and stranded asset costs, Tri-State’s preferred plan proposes a retitement date for Springerville Unit 3 by September
15,2031, subject to the necessary regulatory approvals,

Renewable purchases include the District’s federal hydro-power and other renewable energy purchase power agrcements.
Includes stand-alone storage assets.

Cannot be derived solely from the information set forth in Table 2. The reserve percentage in fiscal year 2025 is slightly higher
than subsequent years due to ongoing Alf Source Request for Proposal processes and annual revisions to the fiont year peak demand
load forecasis, :
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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 2026 Financial Plan also buffers the highest peak
demand expectations with an 18.6% planning reserve projection. Extreme local weather, industry transformation and
sector-wide electrification puts responsibility on the District to act as a market resource despite the advanced expense
of carrying surplus reserves for risk mitigation. The District believes the annual peak reserve targets prioritize
reliability, sustainability, and affordability.

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, Tn 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 dynarnics 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 assels 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 genetating stations historically have achieved high availability and low forced outage rates as compared to
industry averages. This performance can largely be atiributed 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 ecotiomic and operational vatue of its 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 was an innovative effort that
provided a holistic view of the system including generation, transmission, distribution, and customer programs amid
uncertain conditions. It focused on the years 2025 to 2035 and provided a roadmap of activities to address evolving
custorner 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 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 sysiem. These engagement opportunities allowed 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 strategy was approved by the District’s
Board on October 2, 2023. The District intends to start the development of the next edition of the Integrated System
Plan within the coming year, continuing its commitment to strategic, forward-looking energy planning.
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Summary of Existing Power Sources during the fiscal year ended April 30, 2025. The District supplied
approximately 31% of net generation from zero emissions sources like solar, wind, geothermal, hydroelectric, and
nuclear facilities, during the fiscal year ended April 30, 2025 (FY25). Thermal assets supplied approximately 62%
of net production energy (MWh) while other purchases are responsible for approximately 7%, Table 3 provides more
detail on the District’s 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 (FY23).

In December 2022, the District’s Board 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 and is set to be operational by December 2026, During summer of 2024, the District
also added 2 flexible gas combustion turbines totaling 99 MW at the Copper Crossing Energy and Research Center.

The District entered into power purchase tolling agreements for Harquahala Generating Project in Tonopah (an
unincorporated Census Designated Place in Maricopa County). Beginning in 2024 and continuing through calendar
year 2031, Harquahala’s 975 MW of capacity is exclusively tolled by the District.

The District has contracted for over 1,400 MW of additional renewable generation and energy storage resources
that have come online over the last several years, In 2023, the Sonoran solar and battery storage (260MW), Storey
solar and battery storage (88 MW), and Saint battery storage (100 MW) projects all came oaline. [n 2024, the Sierta
Estrella battery storage (250 MW), Superstition battery storage (90 MW), Eleven Mile solar and battery storage (300
MW}, Brittlebush solar (200 MW), and Babbitt Ranch wind (161 MW) projects were all energized and achieved
commercial operation, In February 2025, the District acquired the existing 50 MW Bonnybrooke solar facility.

Historically, the District has contracted generation from renewable resources and energy storage through power
purchase agreements and energy siorage agreements with developers who have access to tax credits. Under the
Inflation Reduction Act, not-for-profit public power utilities like the District became eligible to directly receive
federal incentive payments for renewable and storage projects. This gave the District a new opportunity to diversify
development methods and advance more renewable and storage projects for the duration of tax credit availability.

{The balance of this page intentionally left blank)
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TABLE 3 — Fiscal Year 2025 District Power Sources

Net Production

Distrlet Genoration: (iﬁw)ﬂ(]lt)y % of Fotal Amaunt (MWh) @ % of Total
100% Entitlement -— Renewable Hydrocleetrie:
Arizona Falls 1 0.01% 29 0.00%
Horse Mesa Dam 33 0.26% 111,891 0.25%
Mormon Flat Dam 12 0.09% 57,613 0.13%
Roosevelt Dam 34 0.26% 102,298 0.23%
South Consolidated-Canal Plant 1 0.01% 0 0.00%
Stewart Mountain Dam 13 0.10% 43018 0.10%
Subtotal 93 0.72% 314,849 0.70%
Horse Mesa Pumped Storage Generation (HM4) 115 0.89% 1,292 0.00%
Mormon Flat Pumped Storage Generation (MF2) 54 0.42% =110 0.00%
Subtotal 169 1.31% 1,182 0.00%
100% Entitlement -— Thermal
Agua Fria 1-3 (Steam) 389 3.02% 187,588 042%
Agua Fria 7-8 (Peaking} 99 0.77% 27,729 0.06%
Agua Fria 4-6 (Gas Turbine} 238 1.85% 27,583 0.06%
Coolidge Block A-C (Gas Turbines) 564 438% 110,558 0.25%
Copper Crossing 1-2 (Gas) 9% 0.77% 10,629 0.02%
Coronado Generating Station 1-2 (Coal) 762 5.92% 2,612,767 5.80%
Desert Basin Combined Cycle (Gas) 618 4.80% 1,974,889 438%
Desert Basin 4-5 (Peaking) 99 0.77% 18,036 0.04%
Gila 1,100 8.54% 4,612,768 10.24%
Kyrene 4-6 (Gas Turbing) 174 1.35% 237 .00%
Kyrene 7 (Combined Cycle) 263 2.04% 846,795 1.88%
Mesguite 625 4.85% 3,544,356 1.837%
Santan 5-6 (Combined Cycle) 399 3.10% 817,680 1.82%
Santan |-4 (Poaking) 967 1.51% 5,178,674 11.50%
Springerville 4 (minus payback) 415 3.22%, 1.723.091 3.83%
Subtotal 6,811 52.89% 21,693,380 48.16%
100% Eutitlement --- Renewable
Agua Fria Battery (Bolster) 25 0.19% 22,884 0.05%
Solar (rooftop) 0 0.00% 833 0.00%
Subtotal 25 0.19% 23,7117 0.05%
Participation Plants:
Craig Generating Station 1-2 243 1.89% 911,376 2.02%
Four Corners Generating Station (Units 4&35-Payback)} 150 1.16% 817,180 1.81%
Hayden Generating Station 2 131 1.02% 069,798 1.49%
Palo Verde Nuclear Generating Station 803 6.24% 6.529.831 14.50%
Subtotal 1,327 10.30% 8,928,185 19.82%
Purchases and Receipts @
Bonnybrocke Solar (Apple) 52 0.40% 117,124 0.26%
Colorado River Storage Project (CRSP+Tribes) 114® 0.89% 244 286 0.54%
Hoover - Federal Hydro (APA, HMBC+1ribes) 148% 1.15% 94,646 0.21%
Parker-Davis Dams (Gilbert+TJSBR) 34 0.26% 150,979 0.34%
Other Purchases 0 0.00% 3,356,4930® 7.54%
EL PASO Palo Verde Purchase 40 0.31% 335,951 0.75%
TSGT -~ Tri-State Generation & Transmission (SPV) 10Q(® 0.78% 248,511 0.55%
Biomass Renewable Purchases:
NOVO (Biomass)® 14 0.11% 104,359 0.23%
Tolling Purchases:
Harquahala §75® 7.57% 3,652,922 8.11%
Geothermzal Purchases:
CalEnergy Geothermal 876 0.68% 456,216 1.01%
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Cove Fort Geothermal 25 0.19% 112,801

Hudson Ranch Geothermal 55 043% 440,383
Solar Renmewable Purchases:
Central Ling Solar 100 0.78% 277,878
East Line Solar 100 0.78% 249,486
Granja/Eleven Mile Solar 300 2.33% 789,197
NTUA Kayenta Solar 1+2 556 0.43% 151,120
Pinal Central Energy Center Solar 15 0.27% 42,988
Poseidon Copper Crossing 20 0.16% 50,581
Queen Creek Solar 19 0.15% 40,290
Randolph Solar Park 200 1.55% 464,095
Sonoran Solar Energy 260 2.02% 1,146,549
Storey Solar Energy 28 0.68% 307,880
Saint Solar 100 0.78% 278,813
Sandstone Solar 45 0.35% 120,767
West Line Solar 100® 0.78% 282,309
Batiery Energy Storage System (“BESS”) Resonrees @
Dorman 0 0.00% 0
Pinal Central Energy Cenier Battery L 0.08% 13,551
Sonoran Battery 260 2.02% -48,496
Storey Battery 38 0.68% -12,829
Saint Solar Battery 100 0.78% -17,904
Sierra Estrella 250 1.94% -40,997
Superstition [Ty} 0.70% -11,467
Granja/Eleven Mile . 300 2.33% -43,084
Wind Purchases:
Wind Power Diry Lake [ 63©@ 0.49% 109,061
Poseidon Wind Power Dry Lake I1 65© 0.50% 116,688
Babbitt Ranch Energy Center 161 125% 469879
Subtotal 4,453 34.58% 14,086,026
TOTAL " 12,878 100.00% 45,047,339

Nofes:

9 Load capability nameplate from FERC 714, GRTD, & QATIL.

@ Actual net production (retai! & wholesale MWhs included) during the fiscal year ended April 30th. Source MWh from System Load.
@ Purchase and receipt capabilities vary month to month. Listed are the capabilities for the peak month.

“ Includes MW wheeled for certain electrical/irrigation districts (EDID). Source PCI/OATI.

5 Includes 1 MW wheeled for Gilbert PD.

© Capability based on actual output during summer Pesk Day/HR: August 4, 2024 @ HE i8.

™ Other Purchases: Short term, Loss, Non-Firm, and excluding Bookouts (WT),

@& WEIM & Estimates included.

© Negative battery generation values reflect the energy consumed by round-trip inefficiencies of each BESS.
(% Based on Long Term Contract.

41 Totals mav not add correctly due to rounding.

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 these penerating 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 | & Block 4, Kyrene Generating Station, Mesquite Generating Station Block 1, Copper Crossing, and
Santan Generating Station. The total generating capability of these planis in the peak summer months is
approximately 6,811 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. 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 the District’s system. Construction began on June 1, 2024. The District
expects the first six turbine units to be operational by the summer of 2026 and the remaining six units to be operational
by the summer of 2027.
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Coal Generation. The District operates and has 100% ownership of the Coronado Generating Station (“CGS™)
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 Eleciric Power (*“TEP”). CGS has a total capacity of
762 MW, and Springerville Unit 4 has a total capacity of 415 MW,

On June 24, 2025, the District’s Board approved converting the existing coal-fired boilers at CGS to run on
natural gas by the end 0f 2029. While the retirement date for Springerville Unit 4 remains undetermined at this time,
the District is evaluating its options and expects, although no assurance can be given, to have determined a strategy
and path forward with regard thereto by the end of calendar year 2025.

Anticipated Coal Generator Retirements

2025 2027 2028 2031
Craig Unit1  Hayden Unit2 Craig Unit2 Four Comers
Units 4 & 5

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

See “THE ELECTRIC SYSTEM — Existing and Future Resources — Craig Generating Station Units 1 and 2°
for further discussion of Craig Unit 1,

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

TABLE 4 — District Participation Interests in Existing Generating Facilities

Four
Corners Hayden Craig Palo Verde
Generating ~ Generating Generating Nuclear i
Station Station Station Generating i
Uniis4 & 5 Unit 2 Units 1 &2 Station

Project Capabilities
Total Continuous Load Capabilities (MW)........... 1,540 262 856 3,9373®
Project Participants (%)
DHSITICE 1vvversesssissssasasssnsieeceseenes e v assssssssrssssens 10.0 500 29.0 20.4
Arizona Public Service Company (“APS™)........... 63.0 — — 26.1
Department of Water & Power, Los Angeles

CLADWE™) oo — — — 5.7
El Paso Llectric Company (“El Paso™) — — — 158
Navajo Transitional Energy Company (“NTEC™) 7.0 — — —
Nevada Power Company (“NP — — — —
Platte River Power Authority — — 18.0 —
PacifiCorp... - — 12.6 193 —
Public Servxce Cmupany of Co [orado (“PSCO”) — 374 9.7 —
Public Service Company of New Mexico (“PNM™) 13.0 — — 73
Southern California Edison Company (“SCE”)..... — — — 158
Southern California Public Power Authonty

(“SCPPA”) - — e 5.9
Tri-State ... — — 24.0 —
TEP....... 7.0 — — —
USBR.......... — — — —
Total Percentage 100.0% 100.0% 100.0% 100.0%

O Generally, if a default by any participant in the payment or performance of an cbligation 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
patticipants may suspend the right of the defaulting participant to receive its capacity entitlement, In the case of a 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 entitflement to the total capacity entitlement of all non-defanlting
participants, and (2) the defaulting participant will be liable to the non-defaulting participants for all costs incurred by the non-
defaulting patticipants pursuant to (1) and for all costs in operating the project at a reduced level of generation brought about by the

19




reduction of the capacity entitlement of the defaulting participant. To the District’s knowledge, there are no patticipants 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).

Fonr 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
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 shuiting down by the end of 2027.

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

Craig Generating Station Units I 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 in the Yampa Valley near the City of Craig
in northwestern Colorado, The Disfrict’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 are
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 shuidown 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 2 — by September
30, 2028; and Unit 3 — by January 1, 2028. Craig Unit was previously scheduled for shutdown by December 31,
2025, On December 30, 2025, the Department of Energy (“DOE”) issued emergency order 202-25-14, pursuant to
Section 202(c} of the Federal Power Act to the operator and owners of Craig. The order directs the operator and
owners of Craig to take all measures necessary to ensure that Craig Unit 1 remained available to operate until March
30, 2026. Unit | did not operate during this time frame. On March 30, 2026, DOE issued emergency order 202-26-
21, extending the previous order until June 28, 2026,

See “THE ELECTRIC SYSTEM — Existing and Future Resources — Coal” for comments relating to the coal
supply for the Craig Units 1 and 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 have been
completed; however, additional remediation worlk will be underiaken in response to new regulations impacting coal
combustion residuals that went into effect on November 8, 2024, See “CERTAIN FACTORS AFFECTING THE
ELECTRIC UTILITY INDUSTRY — Environmental —— Solid and Hazgrdous Waste Management” for further
discussion of new regulations impacting coal combustion residuals with respect to the District’s coal-fired generating
plants.

Palo Verde Nuclear Generating Station. The District owns 20.4% of Palo Verde Nuclear Generating Station
(“PVNGS™), located near Wintersburg, Arizona. 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 PYNGS Units to
2045, 2046 and 2047, respectively.

PVNGS originally consisted of three nominally sized 1,270 MW pressurized water nuclear generating units. The
steam generators and low-pressure turbine rofors have been replaced in all three units resulting in an increase of 65
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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 cotrosion 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 2025, approximately 31% of the
District’s energy requirements were met with power purchases, of which approximately 7% 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 eighteen to thirly years, as reflected in the following table, In addition
to long-term PPAs, in 2024, the District entered into a power purchase tolling agreement for the natural gas fired
Harquahala Generating Project in Tonopah, Arizona for a total of 975 MW of capacity. The term of this agreement
continues through 2031.

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 Proposals (RFP) in February 2025, and is actively evaluating
responses. Similarly, the District assessed and executed numerous renewable energy contracts via the Request for
Proposal’s issued February 2024, February 2023, and October 2021 for additicnal power generation resources of all
types, to meet future summer peak capacity needs. Resources sclected through these all-source RFP processes
support the District’s 2035 Sustainability Goals. As part of the District’s efforts to expand dedicated green energy
programs for commercial and industrial customers, SRP has dedicated 12 renewable energy PPAs to large customers
with sustainable initiatives. Additionally, five projects under development have also been dedicated to large
customers with sustainable initiatives.

The Disttict has contracted more than 3,500 MW of carbon-free renewable sourced electric capacity since 2009
and has contracted more than 1,400 MW of battery encrgy storage systems, Energy storage systems play a critical
role in helping the District meet its peak capacity needs and enhancing the reliability and efficiency of solar energy
as a carbon-free resource. By storing surplus solar generation during periods of high irradiance and discharging it
during times of low solar output or peak demand, the battery energy storage systems ensure a consistent and
dispatchable supply of clean electricity, which maximizes the utilization of renewable energy, supports grid stability,
and contributes to the broader decarbonization of the energy system. Furthermore, the District benefits from long-
term firm electric service contracts with federal hydropower generation along the Colorado River at Hoover, Parker-
Davis Project, and the Colorado River Storage Project.

(The balance of this page intentionally left blanlk)
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Summary of Purchased Power from Renewable Energy Sources Since 2009

Term
Capacityl) Commergial .
: Counterpar Lanaciey | Fuel ST End Location
Project Name Lounterparty L i ~gcalion
(MW} Operation Datc)
Novo BioPower Novo BioPower, LLC 14 Biomass FY2009 FY2034 Snowflake, AZ,
. . - Navajo County, AZ (7 miles
Dry Lake 1 Dry Lake Wind Power LLC 63 Wind FY2010 FY2030 NW of Snowilake)
Dry Lake Wind Power 11 . Navajo County, AZ (7 miles
Dry Lake It e 64 Wind FY2011 FY2031 NW of Snowflake)
Copper Crossing Copper Crossing LLC 20 Solar FY2012 FY2037 Pinal County, AZ
- Imperial Valley, CA
Hudson Ranch I Hudson Ranch Power I, LLC 55 Geothermal FY2012 FY2042 (9 miles NW of Calipatria, CA)
Queen Creek Solar Siete Solar, LLC 19 Solar FY2013 FY2033 Queen Creek, AZ
Beaver, UT
Cove Fort Enel Cove Fort, LLC 25 Geothermal FY2014 FY2034 (3 miles south of Cove Fort)
. Imperial Valley, CA
CalEnergy CalEnergy, LLC 87 Geothermal FYz016 FY2040 (9 miles NW of Calipatria, CA)
Sandstone Solar Sandstons Solar, LLC 45 Solar FY2016 FY2037 Florence, AZ
Navajo Tribal Utility Kayenta, AZ
Kayenta 1 Authority (NTUA) 27 Solar FY2018 FY2038 (48 miles NE of Shonto)
Navajo Tribal Utility - . .
Kayenta 2 Authority (NTUA) 28 Solar FY2020 FY20350 Navajo Nation, AZ
Pinal Central Energy  Pinal Ceniral Energy Center, . Pinal County, AZ
Center LLC 20+10 Solar+BESS FY2018 FY2038 (10 miles SW of Coolidge)
Fast Line Solar East L_ine Solar LL.C [oo Solar FY2021 FY2046 Coolidge, AZ
Saint Solar Saint Solar, LLC 100 Solar FY2021 FY2046 Coolidge, AZ
Cenirat Line Solar Central Line Solar, LLC 100 Solar FY2022 FY2042 Coolidge/Eloy, AZ
West Line Solar ‘West Line Solar, LLC 100 Solar FY2023 FY2048 Eloy, AZ
Saint Battery Saint Energy Storage 11, LLC 1G0 BESS FY2024 FY2041 Coolidge, AZ
conorat Boergy Sonoran Solar Energy, LLC 2604260  SolartBESS  FY2024 FY2044  Little Rainbow Valley, AZ
Storey Energy Center  Storey Energy Center, LLC 88+88 Solart+BESS FY2024 FY2044 Coolidge, AZ
Babbitt Ranch pabbitt Ranch Energy Center, 161 Wind FY2025 FY2055  Coconino County, A7
Brittlebush Randolph Solar Park LLC 200 Solar FY2025 FY2050 Coolidge, AZ
Eleven Mile Efg"“ Mile Solar Center, 300+300  SolartBESS Y2025 FY2045  Pinal County, AZ
Sierra Estrella Sierra Estrella Energy Storage 250 HESS FY2025 FY2045 Avondale, AZ
Storage LLC
Superstition Energy Superstition Energy Storage 90 BESS FY2025 FY2045 Gilbert, AZ
Storage LLC
Flatland Flatland Storage, LLC 200 BESS FY2026 FY2050 Pinal Couniy, AZ
Co Bar CO Bar Solar LLC 400 Solar FY2027 FY2047 Coconino County, A7
Pediment BESS [ Signal Butte Grid, LLC 250 BESS FY2027 FY2046 Mesa, AZ
CO BarD CO Bar Solar D, LL.C 304 Solar FY2028 FY2048 Caconina County, AZ
Cameron NGI-Cameron [, LLC TBD Solar TBD TBD Navajo Nation, A7
Desert Blume Desert Blume LLC 5 BESS FY2028 FY2038 Pinal County, AZ
Sela Energy Center  Selma BEnergy Center, LLC 1504150 Solar+-BESS FY2028 FY2048 Coolidge, AZ
Valley Farms Energy  Valley Farms Energy Center, 400 RESS Y3028 FY2048 Coolidge, AZ
Center LLC

) Capacily based on manufacturer nameplate capability.
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Sole Ownership Resources. The District owns and operates several generating facilities. The majority of the
resources owned and operated by the District are traditional thermal resources. Over time, the District expects to add
renewable and energy-limited resources that are solely owned and operated by the District.

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 rating of approximately 564
megawatts (MW) nameplate capacity. As part of the approved Coolidge Expansion Project, 12 gas turbines will be
constructed to offer 575 megawaits (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 the District’s 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. Construction began on June 1, 2024, The District expects the first six turbine
units to be operational by the summer of 2026 and the remaining six units to be 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 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 generating resource options to develop a portfolio that balances
reliability, affordability, and sustainability. 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.

Pumped Storage Project. Pumped storage hydropower provides long-duration energy storage that can help
increase the District’s supply of reliable, affordable, and sustainable energy. The District has been operating pumped
storage units on the Horse Mesa and Mormon Flat dams for over 50 years, As part of the Sali River Pumped Storage
Project, the District is exploring opportunitics to expand pumped storage hydropower on the Salt River resetvoir
system. The District is developing and advancing designs for a new pumped storage hydropower facility to pair with
Apache Lake on the Salt River, The pumped storage hydropower facility would require construction of a new
reservoir to act as the upper reservoir and additional transmission infrastructure.

As the District adds significantly more generation to its power system, there will be a need for a diverse portfolio
of long-duration energy storage to store excess energy generated during the day and dispatch it overnight to ensure
reliable clectric service around the clock. Pumped storage hydropower provides a large-scale way to store and deliver
electricity to customers. The Pumped Storage Project will support grid reliability by providing inertia. Tnertia is a
critical component of grid stability and resiliency, and without consideration for it, The District’s electrical system
will face substantial reliability risks. The Pumped Storage Project is also an important piece of meeting the District’s
Integrated System Plan, a holistic roadmap for the power system of the future.
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The new pumped storage facility would have a capacity of between 1,000 MW and 2,000 MW --— encugh power
to serve approximately 225,000 to 450,000 homes for 10 hours after each time the reservoir refills. In parallel with
design advancements, and regulatory compliance reviews. The decision to begin construction would oceur in late
2027, early 2028. This timeline, subject to the receipt of all necessary regulatory approvals, permits and the
availability of the required project expertise, equipment and funding for a construction project of this size and scope,
would allow for a facility to be constructed and online by 2033 to help meet the District’s significant resource needs.

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 3,300 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. The District continues to monitor external factors that
influence the need for transmission system enhancements like new regulations and policies, fluctuations in the
economy, and advancements in technology.

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 six years are reflected in the Capital Improvement Program.

Fuel Supply. The District’s projected use of fuel and other energy sources by type is shown on the following
table, which projects the District’s various energy sources, ultimately dispatched.

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

Fiscal Year Hydro/ Renewables/

Ending April 30, Susiginable ®  Gag @ Coal Nuclear Sustainable ) Other
2026 1.9% 39.0% 152% 17.0% 26.0% 4.9%
2027 1.6% 42.1% 14.3% 15.8% 25.3% 4.9%
2028 1.6% 44 4% 12,9% 14.1% 26.1% 1.0%
2029 1.5% 40.5% 10.0% 12.7% 34.6% 0.8%
2030 i 1.3% 11.3% 6.3% 11.2% 38.8% 1.0%
P21 5 1 S 1.2% 39.8% 4.8% 10.3% 43.0% 0.9%
2032 o 1.2% 37.1% 1.2% 9.8% 49.2% 1.6%

' Reference case FP26 Budget Forecast. These percentages are only representative of retail projected needs.
@ Totals may not add due to rounding,

@ Includes federal hydro purchases; hydro resources are included in the District’s Sustainable Portfolio,

®  Some gas assets have fuel oil capebility used anly for fuel constraint emergencies.

Includes renewable energy purchases, renewable tesources, energy efticiency and customer dedicated.

Coal. The District has an interest in five coal-fired generating stations. The District planned to shut down Craig
Unit 1 on December 31, 2025, however, due to the DOE orders discussed above, Craig Unit 1 is required to remain
available for operation until at least June 28, 2026, The anticipated shutdown date for Hayden, Unit 2, is the end of
2027. Craig Unit 2 will retire on September 30, 2028. The conversion of the existing coal-fired boilers at CGS to
run on natural gas is planned for completion by late 2029. The coal supply contract for Four Corners expires in July
2031, which coincides with the anticipated shutdown date for Units 4 and 5. The current coal supply contract for
Hayden Unit 2 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 September 2028. The District has six existing coal supply
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agreements that provide for the supply of coal to both 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 except the Hayden plant.

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 atiributed 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,

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 petiod is less than the minimum discount specified in the agreement, the District may clect 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 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
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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 109,940,000 MMBtu 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 MMBtu 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. Afier the initial discount period, the District's
total potential commitment under this agreement is 72,320,000 MMBtu 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.

In January 2025, the District entered into a fourth commodity purchase agreement with SEA, Under this
agreement, the District will assign a portion of its rights and obligations to receive specified quantities of electricity
(the “Assigned Electricity”) under certain existing and future power purchase agreements (the “Assigned PPAs”), As
a part of this transaction, the Assigned Energy will be sold by the sellers of the electricity under the Assigned PPAs
through various intermediaries to SEA. SEA will then sell and deliver to the District, and the District will purchase,
the Assigned Electricity at the contract prices set forth in the Assigned PPAs, less a specified discount for certain
quantities of the Assigned Electricity. The initial electricity delivery period (during which time the District is
cominitted to purchase a maximum of approximately 601,491 MWh of Assigned Electricity each year under existing
Assigned PPAs) begins in July 2025 and will end in April 2035. The 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 coniracied quantity of Assigned Electricity, in which event the District will have no rights or obligations fo
take or purchase any Assigned Electricity for the duration of that reset period,

After May 2035, the District may choose to switch the commodity being delivered from electricity to natural gas,
in which event natural gas will be delivered for the duration of the term. After the initial electricity delivery period,
the District's total potential commitment under this agreement is a base quantity of 28 Million MWh of electricity or
240,000,000 MMBtu of natural gas. The expense for the commodity delivered, net of discount, will be recognized in
total operating expenses in the Combined Statement of Net Revenues.

In September 2025, the District entered into a fifth commodity purchase agresment with SEA. Under this
agreement, the District will assign a portion of its rights and obligations to receive Assigned Electricity under certain
Assigned PPAs. As a part of this transaction, the Assigned Energy will be sold by the sellers of electricity under the
Assigned PPAs through various intermediaries to SEA. SEA will then sell and deliver to the District, and the District
will purchase, the Assigned Electricity at the contract prices set forth in the Assigned PPAs, less a specified discount
for certain quantities of the Assigned Electricity. The initial electricity delivery period (during which time the District
is committed to purchase a maximum of approximately 330,000 MWh of Assigned Electricity each year under an
existing Assigned PPA} begins in March 2026 and will end in July 2035. The initial delivery period will be followed
by one or more resct 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 Assigned Electricity, in which event the District will have no rights or
obligations to take or purchase any Assigned Electricity for the duration of that reset period,
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After August 2035, the District may choose to switch the commodity being delivered from electricity to natural
gas, in which event natural gas will be delivered for the duration of the term. After the initial discount period, the
District’s total potential commitment under this agreement is a base quantity of 20,084,023 MWh of electricity or
189,034,801 MMBtu of natural gas. The expense for the commodity delivered, net of discount, will be recognized
in total operating expenses in the Combined Statement of Net Revenues

In November 2025, the District entered into a sixth commodity purchase agreement with SEA. Under this
agreement, the District will assign its rights and obligations to receive natural gas under certain natural gas sales
transactions (“Gas Transactions”). As part of this transaction, the Assigned Gas will be sold by the sellers of gas
under the Gas Transactions through various intermediaries to SEA. SEA will then sell and deliver to the District and
the District will purchase, the Assigned Gas at the contract price set forth in the Gas Transactions, less a specified
discount for certain quantities of the Assigned Gas, The initial gas delivery period (during which time the District is
committed to purchase a maximum of 24,000,000 MMBtu of Assigned Gas each year under the existing Gas
Transactions) begins June 2026 and will end August 2030. The initial delivery period will be followed by one or
more reset period, 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 takt the
contracted quantity of Assigned Gas, in which event the District will have no rights or obligations to take or purchase
any Assigned Gas for the duration of that reset period.

After October 2035, 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. The expense for the commodity
delivered, net of discount, will be recognized in total operating expenses in the Combined Statement of Net Revenue.

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 uraninm hexafluoride; the
entichment of uranium hexafluoride; the fabrication of fuel assemblies; the utilization of fuel assemblies in reactors;
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 100% of the matetials and
setvices required to provide uranium concentrates in year 2023, 77% in 2026, 67% in 2027, 72% in 2028, 34% in
2029, 29% in 2030, and 0% in 2031 and beyond. Concerning the requirements for Conversion Services, the following
requirements are currently under coniract: 100% in 2025, 90% in 2026 and 2027, 84% in 2028 through 2030, and
0% in 2031 and beyond. Concerning the requirements for Enrichment Services, the following requirements are
currently under contract: 100% in 2025 and 2026, 73% in 2027, 40% in 2028, and 0% in 2029 and beyond.
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 Federal Reclamation 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 environmentat
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 an initial set of sustainability goals through the year 2035 (“*SRP 2035
Sustainability Goals™). Subsequently, on June 3, 2019, the Board adopted an updated and expanded suite of SRP
2035 Sustainability Goals following an extensive stakeholder process. Most recently, on March 4, 2024, the Board
approved updated 2035 Corporate Goals, including the 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 and community engagement and there are several goals
within each pillar.
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Prior to updating the goals, the District conducted a robust stakeholder and Board engagement process. Between
September 2023 and January 2024, a stakeholder Advisory Group met six times to review and discuss the SRP 2035
Sustainability Goals in their current form and the proposed updates recommended by the District, including a special
session to discuss the generation carbon goal in greater detail at the request of the Advisory Group. Meetings were
facilitated by a third-party consultant. The District also conducted a public open house and comment period to inform
goal update recommendations.

Highlights of the updated SRP 2035 Sustainability Goals are included in “Appendix F — 2035 Sustainability
Goals.” Significantly, the District’s revised retail energy carbon reduction goal is to reduce the amount of CO2
emitted by generation (per MWh) by 82% from 2005 levels (~284 lbs./MWh) by 2033, and to achieve net-zero carbon
emissions for retail energy by 2050. In addition, the District will also seek to support adoption of 1 million (as
forecasted by third-party industry consultants) electric vehicles (EVs) in the District’s service territory and manage
90% of EV charging. Finally, through partnerships with valley cities and others, the District will also achieve 5 billion
gallons of water conservation by 2035 and increase the District’s leadership role in forest restoration treatments
through partnerships, influence, education, and support for industry to thin 800,000 total acres by 2035.

The District provides an energy offering called SRP Solar Choice in which over 6,600 of the District’s residential
and small/mid-size business customers support renewable energy. The Solar Choice Program provides customers
with the choice of signing up to match 50% or 100% of their electricity use with utility scale solar energy located in
the State of Arizona. Additionally, a similar Solar Choice Select 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 allows customers to support tree planting and forest restoration efforts.

Additionally, the District has over 66,000 residential customers who have installed solar on their homes as of the
end of April 2025. Customers interconnecting new solar systems are eligible to take service under four price plan
options today — two are demand charge plans {E-15 and E-27) and two are net billing plans (E-13 and E-14). In
November 2025, new customers will have two new TOU plan options — one with demand charges (E-16) and one
without (E-28).

The District continues 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 high efficiency air conditioning systems, discounted smart thermostats, LED lighting and EV chargers through
the District’s e-commerce marketplace. Additional examples include homebuilder incentives for the construction of
ENERGY STAR®-certified homes, and rebates for HVAC and various building systems within commercial
buildings. The District continues to grow its residential and commercial demand response programs. The residential
Bring Your Own Thermostat program has grown to include over 120,000 smart thermostats in which customers’ air
conditioning system temperatures are adjusted for a limited number of houts to reduce summer peak load. The
comprehensive Business Demand Response program provides customer incentives that execute custom load
reduction plans to curtail air conditioning, fighting, refrigeration, and other process-related 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. Nearly 155,000
customers participate in the program as of April 2025, making it one of the largest pre-pay programs 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. 34% of the District’s residential customers take service under a TOU price plan. Including
residential, commercial, and industrial loads, the District has about 53% 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 continuing to address challenges facing the industry. The District remains actively
engaged at the state, regional and federal level on various regulatory initiatives affecting fossil-fuel-fired power
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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 progratns, 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 linbility 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
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 o 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
preminms 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 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. In addition, insurance for crime risks
including theft was obtained from the commercial market. To safeguard against potential financial losses from cyber
threats, the District obtained cyber liability insurance starting in 2015. The cyber liability insurance program was
obtained primarily from the commercial market, but a portion of that coverage has been placed with industry mutual
companies when most economical.

Envirenmental 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. Flowever, 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 for compliance, 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.
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See “THE ELECTRIC SYSTEM — Environmental Matiers — 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 supetfund 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. The District has wells located in sixteen of
the nineteen state superfund sites and in two of the six federal superfund sites that ate 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. The full
impact, in terms of cost and operational problems, (o the District of the reports or laws and regulations pertaining to
water quality cannot be quantified at this time.

See “LITIGATION — Environmental Issues — Superfiind Sites” for discussion of the Motorola 52nd Street
Superfund site and the West Van Buren Superfund site,

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

See “THE ELECTRIC SYSTEM — Environmental Matters — Navagjo Generating Station and Four Corners

Generating Station Units 4 and 57 below for a discussion of administration of federal environmental laws by Indian
tribes.

Afr Quafity. 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 Alr Act (“CAA™) and climate change initiatives may result in additional requirements for reductions of
emissions that are currently regulated, like sulfur dioxide (“S0O,”), nitrogen oxides (“NOx™), particulate matier
(“PM”), mercury, and greenhouse gases (*GHGs™). The District continues to monitor regional climate change
initiatives. The District also 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.
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See “THE ELECTRIC SYSTEM ~— Sustainable Resource Portfolio” and “CERTAIN FACTORS AFFECTING
THE ELECTRIC UTILITY INDUSTRY — Environmental” for a discussion of the Districi’s efforts to address GHG
emissions,

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. Similarly, the Navajo Natiott has contractually agreed
that it will not regulate or attempt to regulate the decommissioning and remediation activities at NGS.
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ELECTRIC PRICES

Under Arizona law, the District’s publicly elected Board has the authority to establish clectric 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 to the District’s electric prices. The District is required to
follow certain procedures for public notice and to hold a special Board meeting before implementing any changes in
its standard electric price plans. As described under “SECURITY FOR 2026 SERIES 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
customets 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 clectricity 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
53% of its retail sales load taking service under a TOU price plan. The District also has one of the largest residential
“pre-pay” programs in North America. 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. Tn 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 cosi 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 thie 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 portfolic. Accordingly, the needt 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 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 (“OATT”) to address the District”s participation in the California Independent
System Operator Western Energy Imbalance Market (“WEIM”), the expansion of the network integration
transmission service to include service on transmission lines outside the immediate transmission netwotlc within the
Phoenix metropolitan area (“Valley Network™) and the expansion of point-to-point transmission service to include
paths within the Valley Networl.

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 FPFPAM 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 FFPAM 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 mitlion of the existing under-
collected balance from customers, On March 28, 2023, the Board voted 1o 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. On September 9, 2024, the Board voted to approve
an annual FPPAM price increase of 3.9%, effective November 1, 2024, which will help the District fully recover its
existing under-collected balance in approximately 18 months. At the end of June 2025, the District’s under-collected
balance was approximately $82 million. According to the Department of Energy EIA-861M Report for 12 months
ending May 31, 2025, the District’s electric rates remain lower than average for the Southwest,

On February 27, 2025, the Board concluded a public process by approving changes and adjustments to its price
plans. Included in the approval is an overall average increase of 2.4% to annual revenues, resulting from changes that
would first apply in District customers® November 2025 billing cycles. The overall increase consists of a 4.0% base
price increase, offset by a 1.6% price decrease through the FPPAM.

In addition to other approved changes and adjustments, a three-tier monthly service charge based on dwelling
type will apply to all residential price plans to better align with the District’s fixed cost tecovery. As part of these
changes, the District increased bill credits and expanded eligibility under the District’s Economy Price Plan for
limited income customers. The District Board’s approval also included two new residential price plans (E-16 and E-
28) and modified time-of-use price plans for general service and large general service. These updates are intended to
address shifting pealt loads due to the increasing amount of solar generation added to the District’s system. The
District simplified its pricing sunsetting and will eventually eliminate certain existing price plans by November 2029.
Modifications were made to the Transmission Cost Adjusiment (TCA) to allow the District to recover the portion of
transmission-related costs or charges incurred by the District that are allocated for recovery from the District’s retail
electric customers. Additionally, a revision to the existing E-67 price plan for certain general service and large general
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service customers was implemented to ensure other customers are not burdened by the higher cost to serve these
customers.

On March 26, 2026, the Board voted to approve a temporary overall FPPAM price decrease of 3%. The decrease
will be effective beginning with the May 2026 billing cycle and will last through the October 2026 billing cycle. At
the end of April 2026, the FPPAM balance was projected to be more than planned due to higher-than-projected retail
sales and lower-then-forecast natural gas and market power costs. The temporary FPPAM price decrease will reduce
customer bills and help align summer prices with the lower fuel and purchased power costs the District expects to
incur.

With this approval, the District’s customers still pay among the lowest electricity prices in the southwestern U.S,
and the lowest rates of any major utility in the State of Arizona.

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 Districi’s Service Area.”

The Capital Improvement Program for fiscal years 2027 through 2032 totals approximately $15.4 billion. Of this
total, approximately $14.7 billion is for construction (including contingencies), $383.0 million is for capitalized
administrative and general expenses and $275.4 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 51% 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
teliability. Of the approximately $15.4 billion Capital Improvement Program, approximately $6.4 billion is directed
to generating projects. These include funding for such items as plant betterments and future generation facilities.
Approximately $2.9 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 $1.6 billion 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 Tmprovement Program annually in April of each year. When prejected sconomic
and customer growth changes, 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 2027 through 2032 Capital Improvement Program,

(The balance of this page intentionally left blank)
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TABLE 6 — Fiscal Year 2027 through 2032 Capital Improvement Program

Electric Construction:

Generation ,..............
Transmission ...........
Disteibution..............
Customer Systems..,
Operational Support,

Subtotal — Eleciric
Construction...........

Contingency
Allowance & Risk
Portfolio ....ouvvesnnne

Subtotal......coen...
Capitalized

Administrative and

General Expenses..

Capitalized Interest..
Total & .....ccvvinneee.

202

$ 654,002
345,987
626,277

55,819
282,164

1,964,250

64,180

2,028,430

53,757
25,725

$2,107,912

@ Totals may not add due to rounding,

028

$ 902,743
562,595
512,144

59,833
165,918

2,203,233

53,466

2,256,699

65,845
35,365

$2,361,908

($000s)

2029

$942,531
400,807
453,564
65,259
206,644

2,068,806

154,895

2,223,702

68,016
45,346

$2,337,064

2030

$ 1,060,962
126,448
452,924

90,487
204,184

1,935,004

398,404

2,333,408

63,487
44,994

$2,441,889

2031

$ 1,603,000
108,413
443,000

82,317
229,183

2,465,913

682,252

3,148,164

71,224
52,849

$3,272237

(The balance of this page intentionally left blank)
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2032

$ 1,269,809
91,473
446,369
89,351
213,035

2,110,038

622,852

2,732,890

60,668
67,118

$ 2,860,676

$ 6,433,047
1,635,723
2,934,279

443,066
1,301,128

12,747 244

1,976,049

14,723,293

382,997
275,396

$ 15,381,685




SELECTED OPERATIONAL AND FINANCIAL DATA

This Official Statement contains financial information presenied in accordance with accounting principles
generally accepted in the United States of America (“GAAP”) and certain non-GAAP financial measures, including
District Operating Expenses and Net Operating Revenues in Table § and Electric Revenues, Operating Expenses,
and Balance Available for Corporate Purposes in Table 12. The District has developed and employs certain financial
metrics that management believes are descriptive of the District's financial performance notwithstanding that such
financial metrics are not consistent with GAAP and are unaudited. PricewaterhouseCoopers LLP has not audited,
reviewed, compiled, or applied agreed-upon procedures with respect to these non-GAAP financial measures.
Accordingly, PricewaterhouseCoopers LLP does not express any opinion or any form of assurance with respect to
such 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,
2025, 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 — 2025 Customer Accounts, Sales, and Revenues
Fiscal Year Ended April 30, 2025

Sales

Customer Total Sales Revenue
Accounts (GWh) i) (3000 Y%
Residential ..o rermennereerrennans 1,069,185 15,306 347 2,089,997 46.8
Commercial and Small Industrial ... 103,796 13,776 31.2 1,478,553 33.1
Large Industrial ...........c...... rrererrrees 28 3,281 7.5 266,833 6.0
MINES 1eerrreeresaierirsre e smeserssinsne 20 1,338 3.0 112,885 2.6
PUumps .covcvceinimvnn o sisniessenisresnans 158 22 0.1 2,454 0.1
Public/Private Lighting.........c......... 9,836 149 0.3 32,887 0.7
Interdepartmental.........cooverevvveeeieane 1 90 0.2 10,238 0.2
Subtotal/Retail.......c..ccoveinrenneee. 1,183,024 33,962 77.0 3,993,847 89.5
Electric Utilities/Wholesale @ ....... 140 10,126 23.0 470,864 10.5
Total.. e, teeermerrenieen 1,183,164 44,088 100.0 $4.464.711 100,0

) 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 coniract. The District presents the impacts of these financially settled contracts on a net

basis. Wholesale figures shown are adjusied to exclude book-outs.

As has been the case historically, residential customers accounted for customer classification with the largest
energy consumption. With 1,069,185 customers as of April 30, 2023, this group serves as a solid base, bringing in

approximatety 46.8% of total electric revenues.
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The second largest retail customer classification is the commercial and small industrial group; these customers
numbered 103,796 as of April 30, 2025 compared to 102,188 as of April 30, 2024, The comumercial and small
indusirial 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.

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).

TABLE 8 — Historieal Operating Statistics

2025 2024 2023 2022 2021

SERVICE:
Total Customers at Year-End........ccovvervnnes $ 1,183,164 $ 1,158,913 § 1,135,989 § 1,112,684 § 1,093,264
Total Sales {million kWh)........ vereseresenens 44,089 41,608 37,516 38,070 41,339
Average Revenue per kWh (cents).............. 10.29 9.92 10.68 9.32 8.37
Retail Only:

Sales (millions KWh)......oovnvevrvnienecesnnens 33,963 32,050 31,386 30,327 30,786

Increase (Decrease) in Sales (%) .ovvvveenne. 6.0% 2.1% 3.5% (1.5% 6.9%
TOTAL OPERATING REVENUES: () $ 4.536201 § 4129447 § 4008510 $ 3549396 $ 3.461,184
OPERATING EXPENSES
Fuel and Purchased Power & ... $ 1,633,629 § 1,667,339 § 2,241,285 § 985543 § 1,087,585

Operating and Maintenance @7 ..,

1,430,199 1,266,693 1,155,902 1,094,534 1,079,740

Sales and Payroll Taxes .............. 59,821 51,933 46,720 45,336 43,030
Ad Valorem Taxes @ ....o.eeeenni, 3.074 3.331 3,331 3,705 3.725
Total Operating Expenses (9.......,, 3.126.723 2.989.296 3.447.238 2,129,118 2,214,080
NET OPERATING REVENUES $ 1409538 § 1.140.15% $ 561272 § 1420278 § 1247104
VOLUNTARY CONTRIBUTIONS IN
LIEU OF TAXES:(©
Expensed. $ 107426 § 107613 § 112435 § 125937 § 121,221
Capitalized - — - - -
Total rereererer s bete e e s st et ey § 107426 § 107,613 § 112435 § 125937 § 121221
OTHER STATISTICS:
Annual Peak (MW};
System Requirements .....o..ociveeeveeecveeenerns 8,205 8,163 7,620 7,571 7,615
Total Peak Load M......ovvereeereeeeenn, 8,219 8,269 7.691 7,669 7,714
System Load Factor (36) ® ....cocouremrrnne. 47.9% 46.7% 48.0% 47.0% 47.5%
Residential Statistics:
Annual Average Residential Customers ... 1,061,046 1,037,805 1,016,664 997,470 979,464
Annual Sales (million KWh) ..........ccevrvvnne 15,306 14,651 14,657 14,022 14,868
Average Annval Usage (KWh).......cccovvnnns 14,426 14,118 14,417 14,057 15,180
Average Sales Price per kWh (cents)........ 13,61 12.72 11.98 11.64 11.40

O Includes inter-company sales and other eleciric 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 facilitics and amortization of nuclear fiel.

% Excludes depreciation on generation, fransmission, distribution and general plant.

@ Applies to out-of-state properties owned by the Disirict,

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

O Includes Eastern Mining Aren, 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
8135, Derivatives and Hedging (“ASC §157).

Voluntary Contributions in Lien 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 ihe same basis as ad valorem taxes paid by a private
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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.

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 coupens, and bear
interest from their date at an annual interest rate not in excess of 15%. As of April 30, 2025, the District had $142.6
million of Promissory Notes outstanding, consisting of $39.9 million in Promissory Notes sold in the tax-exempt
commercial paper market and $102.7 million in Promissory Notes sold in the taxable commercial paper market. As
of July 31, 2025, the District no longer had any Promissory Notes outstanding.

The District has four revolving credit agreements, a $200 million revolving credit agreement with PNC Bank,
National Asscciation (“PNC 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, N.A. (“TD Bank
RCA”), and a $250 million revolving credit agreement with Bank of America, N.A. (“Bank of America RCA™)
(collectively and as amended, the “Revolving Credit Agreements™). The Revolving Credit Agreements support any
Promissory Notes outstanding. As of July 31, 2025, the District had no Promissory Notes outstanding. The PNC
Bank RCA expires on June 30, 2028, 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 Disirict 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 Disirict is in compliance with all other covenants of its bonds, notes, or other debt
obligations.

Management’s Discussion of Operations. Operating revenues were $1.5 billion for the first quarter of fiscal year
2026 (FY26) and fiscal year 2025 (FY25). In the first quarter of FY26, retail electric revenues decreased $1.8 million,
or 0.1%. Additionally, wholesale revenues decreased $18.9 million, or 15.5%, to $103.4 million. Wholesale revenues
for the first quarter of FY26 included a fair value gain of $3.2 million compared to a $9.4 million fair value gain for
the same pericd in FY235. Excluding the fair value adjustments, wholesale revenues would have been $100.2 million
and $113.0 million in the first quarter of FY26 and FY25, respectively, a decrease of $12.8 million, or 11.3%,
primarily due to lower average sales prices which were slightly offset by increased sales volume. The total number
of customers as of July 31, 2025, was 1,186,676, an increase of 2.0% from July 31, 2024,

Operating expenses were $1.1 billion for the first quarter of FY26 and FY25, remaining consistent year over year,
Fuel used in electric generation and power purchased include adjustments for the fair value of fuel and power-
purchase contracts. Excluding the fair value losses of $5.8 million and fair value gains of $101.9 million in the first
quarter of FY26 and FY25, respectively, total operating expenses would have increased $95.7 million, or 10.0%.

Investment income, net was $126.5 million for the first quarter of FY26 compared to net income of $96.9 million

for the same period in FY25. Investment income, net includes fair value gains of $112.9 million and $87.9 million
in the first quarter of FY26 and FY25, respectively.
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Net financing costs were $49.2 million and $42.2 million for the first quarter of FY24 and FY25, respectively.
The increase is primarily due to interest on revenue bonds.

Net revenues for the first quarter of FY26 were $482.0 million, compared with net revenues of $471.3 million for
the first quarter of FY25. Excluding the effects of the changes in the fair value of wholesale revenues, fuel and power-
purchase contracts and investment income, net revenues would have been $371.7 million and $475.5 million for the
first quarter of F'Y26 and FY25, respectively,

Three Months Ended July 31, 2025 and 2024,

TABLE 9 — Summary Combined Statement of Net Revenues

($000°s)
2025 2024
Operating Revenues:
Retall EIECIEIC vvvrvnvericerinnesnnnereneinseassssssmmsiissssesssssimsesstesssseosssssssssmsasersrsssnnores $ 1,320,509 $ 1,322,303
Other Eleciric.... 23,292 17,256
Wholesale ...... 103,438 122,363
WEIET i 6.927 6,229
Total Operating Revenues .., reeraree et ar bbb et s e bersarae e e e 1,454,166 1,468,151
Operating Expenses:
PUrChaset P OWRE ... e sttt cemen e rses e renesr et erestessennessseestes snsass 233,232 207,062
Fuel Used in Eleciric Generation.... 245,271 326,019
Operations and Maintenance @....... 361,413 323,372
Depreciation and Amortization... 177,528 159,097
Taxes and Tax Equivalents.......... 42.178 43.476
Total Operating EXPoises oo cieeerceceeee oo rsrsrereesesesesesseresssssssrssesseses 1,059,622 1,059,626
Net Operating Revenucs 394,544 408,525
Other (Expense) Income:
Investment INCOIME, NEL...iiiiiiiiieeeeeeeereeisscsesasss e besesemsmeeseesnsssemsnnesenene 126,484 96,890
Other Income, Net vvvvvvevniiiiineeeeeeens 10,124 8,123
Total Other Income (Expense), net.... 136.008 105,013
Net FINANCIAE COSS..cvurniriieeieiereisriririresesssesreressssnsesssssssssssesesssessssssnass 49158 42,218
NET REVENUES ..ottt ceeecevrevvrvnissseas o isssssesrsrsesssssssssesmssenesssnss s sessasssessnne $ 481,994 $ 471,320

@ The unaudited combined financial data refleet 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 (ransactions eliminated.

(The balance of this page intentionally left blank)
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TABLE 10 - Summary Combined Balance Sheets (¥
($000°s)

ASSETS

Utility Plant, at Original COost .vnornniiiieieeensresere

Less: Accumulated Depreciation...........ovvvevienreerirens

Other Propeity and Investments ... eveceeceeeesrnn,

CURRENT ASSETS
Cash and Cash Equivalents..........ocoevnnininnisssssininins

Temporary INVESIMENtS ....cveerveeernecessssssssesnsmserinans
Current Portion, Segregated Funds .........ccccouvvvverens
Receivables, Net.. i ricceeeeeree e sessreerens
FUBL BLOCKS wvniciniriritiecececresserrneessssssssnrnsensressesees
Materials and Supplies....cceemereeareinvnrssssmnninn

Current Commodity Derivative Assets ...ccvureeene.n,

Deferred Charges and Other Assets.....conecnerirnenns
TOTAL ASSETS .ooeiiiiininiinece v ssssssssesssses

CAPITALIZATION AND LIABILITIES
CAPITALIZATION

Long-Term Debt..........oviiiisesssserss s

Accumulated Net ReVENUES....oouvoriisirisiseee reorereeeceenes

CURRENT IIABILITIES
Current Portion, Long-Term Debt ....cciirereerieennns
Accounts Payable....eeviinieiceeeneeesans

Accrued Taxes and Tax Equivalents

Accrued TRRIESE.....ccv v errens e nsesnas
Customers” DEPOSILS v rmeeervmmssersisnisinieeeesecsssemeeas
Current Commodity Derivative Liabilities ........o....
Other.....orcrvonnene.
Deferred Credits and Other Non-Current Liabilities ..
TOTAL CAPITALIZATION AND LIABILITIES....

) The unaudited combined financial data reflect the combined balance sheets of the District and the Assoclation, This data is prepared

July 31, 2025

$ 22,504,448
11,106.893

11,397,555

2,880,122

346,362
130,501

101,042
685,039
139,725
563,097

1,384

70.306

2.037.456

947428

: 17,262,561

$ 5,997,566

— 7A%09

— 13491675

152,785
324,985

117,471
27,057
162,579
67,375
335,497
2.583.137

h 1,262,561

As of

July 31, 2024

$ 21,086,723
(10,683.539)

10,403,184

2,495,162

422,026
128,924

91,910
721,773
127,232
445744

5,749

62.195

2,005,553

697.480
b 15,601,379

$ 5,460,079
6.879.467
12,339,546

118,780
262,727
118,702
21,389
151,289
91,535
263,187
2.233.724

15,601,379

in the same manner as the mest recently audited Combined Financial Statements aitached hereto s Appendix A,
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Outstanding Revenue Bond Long-Term Indebtedness. As of April 30, 2026, the District had outstanding
$6,241,260,000 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 2026 Series Bonds,

TABLE 11 — Total Revenue Bond Debt Service Requirements

Principal Interest
Requirements Requirements Total Debt
Years Ending on Qutstanding on Outstanding Service

April 30, @ Revenue Bonds Revenue Bonds®?  Reguirements
2027 e e 160,380,000 299,610,735 459,990,735
168,400,000 291,591,735 459,991,735
176,818,333 283,171,735 459,590,069
185,658,333 274,330,819 459,989,152
194,941,667 265,047,902 459,989,569
204,688,333 255,300,819 459,989,152
214,660,000 245,330,902 459,990,902
224,825,833 235,163,535 459,989,369
235,414,583 224,574,460 459,989,044
204,836,250 213,661,523 418,497,773
214,295,000 204,207,102 418,502,102
233,311,667 194,424,435 427,736,102
243,801,667 183,933,352 427,735,019
255,498,333 172,235,759 427,734,092
267,718,333 160,016,857 427,735,191
176,695,000 147,122,808 323,817,808
199,666,667 138,338,458 338,005,125
209,556,667 128,407,875 338,004,542
220,021,667 117,983,242 338,004,908
230,840,000 107,162,998 338,002,998
241,925,000 96,078,317 338,003,317
253,191,667 84,812,257 338,003,924
264,683,333 73,318,372 338,001,705
276,941,667 61,061,261 338,002,927
173,621,667 48,309,846 221,931,513
182,528,333 39,404,871 221,933,204
192,046,667 29,893,338 221,940,004
202,040,000 19,903,742 221,943,742
179,560,000 9,426,900 188,986,900

O 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.
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The following table shows the actual application of revenues and coverage of Debt Service requirements for fiscal

years 2025, 2024, 2023, and 2022,

TABLE 12 — Historieal Application of Revenues and Coverage of Debt Service Requirement

($000°s — Unaudited)

Electric Revenues V@), .. .ivenesessosisne
Operating Expenses @340, | .
Revenues from Operations ...........cc....

Interest and Other Income (Neb) ..o oneeeeessenenss
Revenues Available for Debt Setvice....
Rate Stabilization Funds........ciieisi..
Revenues Available for Debt Service on Revenue
Bonds and Subotdinated Debt......ocoviniiiinns .

Debt Service Requirements Revenue Bonds ...
Debt Service Requirements Subordinated Debt..........

Total Debt SEIVICE ovvvesicscieiieererrissses
Revenue Bond Debt Service Coverage Ratio ©.........
Total Debt Service Coverage Ratio ®......ccvecvrneen,
Balance after Debt Service ......vovuvivenne

Less: Contribution in Lien 0f TaXes ...ovvveveriarerisennnns
Less: Contributions to Water Qperations...
Less: Falling Water Charges M..................
Balance Available for Corporate Purposes

M Tncludes inter-company sales.

2025 2024 2023 2022
$ 4,531,196 $ 4,108,634 $ 3,997,060 $ 3,556,700
3093213 2,904,669 3,014,555 2,583.732
1,437,983 1,203,965 982,505 972,968
201,803 126,611 85.202 66.058
1,639,786 1,330,576 1,067,707 1,039,026
1,639,786 1,330,576 1,067,707 1,039,026
372,247 331,866 296,251 294,412
15216 16.746 10.427 681
387,463 348,612 306.678 295,093
441 4.01 3.60 3.53
4.23 3.82 3.48 3.52
1,252,323 981,964 761,029 743,933
2,637 4,583 365 60
107,426 107,613 112,435 125,937
63,170 66,633 60,730 56,290
7,445 8,491 7,959 5,465
$ 1,076919® $_ 803810 $ 580270 § 556301

@ Eleciric Revenues and Operating Expenses de 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 acerual 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 reconeiled with combined net revenues for 2025 as follows:

BALANCE AVAILABLE FOR CORPORATE PURPOSES

Bond principal repayment
Capitalized Interest

Impagct of fair value adjustments
COMBINED NET REVENUES

{$000°s — Unaudited)
............................................................... $ 1,075,919
................................................................................................................... 121,325

............................................................................................................................ 28,481
Depreciation and amortization.................cc.........

Fuel related depreciation (reflected in fuel costs) ...
Realized Earnings on segregated post-retirement investment finds
Amertization of bond discount/premium, issuance, and refinancing expenses
Net Revenues before impact of fair value adjustments

(654,481)
(3,430)
(111,235)

.......... 45,591

.......................................................................... 503,170
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CERTAIN FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY

General

The eleciric 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 eleciticity 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 eleciric 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, including the 2026 Series
Bonds, should obtain and review such information.

The Federal Encrgy Regulatory Commission

FERC regulates the transmission of electricity in interstate commerce. Historically, with limited exceptions,
FERC has not regulated transmission services by public power (including the District). However, the Energy Policy
Act of 2005 (the “Energy Policy Act™) authorizes FERC to require an unregulated transmitting utility to provide
transmission services: (1) at rates comparable to those that it charges itself, and (2) on other terms and conditions
comparable to those under which it provides transmission services to itself, and that are not unduly discriminatory or
preferential. 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 generally implement its authority over
public power entities and determined its authority would be used on a case-by-case basis,

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 setvice to FERC-jurisdictional public utilities
which helps ensure that the District, in turn, has access to the transmission system of those public utilities.

Status of Competition in Arizona

In 1998, Arizona enacted the Competition Act, which applied 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,
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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 eleciricity 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 instaflers, 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 setvice
corporation.

In December 2018, a docket was again opened at the ACC for possible modifications to the ACC rules for
competition. The ACC stafl 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, Governer Ducey signed
into law TLB. 2101 which repealed the 1998 outdated and unused statutes regarding retail clectric 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 were required to offer a similar buy-through
program on or before January 1, 2024. As a result, the District developed a buy-through program, which was approved
by the Board on September 26, 2023, and is available to a limited number of large customers,

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 infrastruciure 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
Rescurces” 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,
implementation of numerous operating efficiencies and enhancing services provided to the District’s customers. The
District also has a diversified customer base and, as of the end of the fiscal year ending April 2025, 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 joined the Western Energy Imbalance Market (WEIM). The WEIM is a real-time
automated energy market designed to help optimize the dispaich of energy and manage variable generation resources
to serve customers. The WEIM’s advanced market systems automatically find the lowest-cost energy to serve real-
time consumer demands of participating utilities. The WEIM 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.
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The WEIM is operated by the California Independent System Operator (CAISO). Motivated principally by
California energy policy advancements and the addition of large amounts of solar and wind to the Western grid, the
WEIM secks to provide improved generation dispatch efficiency, enhanced operational flexibility and reduced costs
for participants. The WEIM is a relatively small part of the overall Western energy market. While WEIM 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.

Since April 2020, the District’s participation in WEIM has resulted in cost savings for customers and has allowed
the District to gain significant operational experience in structured energy markets. As a result, the District has been
carefully evaluating future market enhancements via an incremental approach to market evolution, particularly the
establishment of a day-ahead energy market,

In November 2024, the District and other Arizona electric utilities announced their plans to join the Southwest
Power Pool’s (SPP) Markets+, which is a day-ahead and real-time energy market and is anticipated to span the
Northwest, Southwest and Mountain West regions of the U,S, Markets+ is expected to bring enhanced reliability and
savings, above current WEIM participation, to the customers of the electric utilities participating in this new market,
Markets+ is anticipated to help the market participants to respond efficiently to the market price changes and regional
weather events that are driving energy usage, while giving access to a larger pool of diverse generation resources,
The District, along with other western entities, is anticipated to join the new market in 2027, The District will continue
to participate in the WEIM until Markets+ is operational.

On November 4, 2024, the District’s Board of Directors approved the District’s execution of all agreements
necessary for the District to participate in SPP Markets+, including the SPP Phase 2 Funding Agreement (the
“Funding Agreement”). Under the Funding Agreement, the District along with the other Arizona electric utilities are
obligated to contribute funds and post collateral in connection with acquiring, creating, and/or modifying the systems
and processes required to implement Markets+. The Funding Agreement requites that the participants post collateral
in an-amount equal to such participants’ funding obligation. The District’s funding obligation will be based on the
District’s proportional share among the other participants, which is currently estimated to be approximately $20.8
million, This estimated funding obligation is subject to a reduction in the event additional participants join Markets+.
The District has posted $20.8 million in collateral. Under the Funding Agreement, the District’s funding obligation
will be paid following the implementation of Markets+ with the initial market participants.

The District is regulated by an independent, publicly elecied 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 2024 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 25 out of the last 26 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 andfor 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,
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The Energy Risk Management Program is managed according to a policy approved by the District’s Board of
Ditectors to address market, credit, and operational tisks. The program is overseen by a Risk Oversight Commitiee
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 first administration
set new environmental priorities and moved forward with actions to revise key regulations put in place by the previous
administration. President Biden’s administration sought to reverse many of the first Trump administration’s
regulations, policy and guidance and to impose more stringent requirements on the power sector. Many of these
actions were finalized in 2024 but are now subject to legal challenges. The second Trump adminisiration is now
reversing or modifying many of the requirements established during the Biden administration.

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- 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 Qualify. Biforts 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 EGUs. As a result of legislative and regulatory
initiatives, the District has made reductions in emissions of pollutants at its fossil fuel-fired power plants,

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. On May 7, 2024, EPA published a final rule establishing revised emission
standards for hazardous air pollutants (“HHAPS™) from coal-and oil-fired EGUs (“May 2024 Rule”). For coal-fired
EGUs, the May 2024 Rule lowered 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, The May 2024 Rule
requires use of continuous emissions monitoring systems (“CEMS”) to demonstrate compliance with the fPM
standard. Affected EGUs must comply with the revised standards and monitoring requirements by July 8, 2027. On
June 17, 2025, EPA published its proposal to repeal a majority of the May 2024 Rule. Comments were due August
11, 2025,

The Electric Generators MATS Coalition (“Coalition™), of which the District is a member, and America’s Power
filed a petition for review of the May 2024 Rule in the U.S. Court of Appeals for the D.C. Circuit (“D.C. Circuit”)
on June 17, 2024, and a motion to stay the May 2024 Rule on July 8, 2024. The D.C. Circuit denied the motion to
stay. The Coalition and America’s Power filed an emergency application to stay the May 2024 Rule in the United
States Supreme Court on August 21, 2024, which was denied on Oclober 4, 2024. Briefing is complete in the D,C,
Circuit, and oral argument was scheduled for March 27, 2025. The litigation has been held in abeyance since February
20,2025, The District cannot predict the effects of this matter on its financial condition, net revenues, and cash flows
at this time,

Regienal 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
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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 fo make
“reasonable progress” towards natural visibility conditions in Class [ areas for the period covered by the plan—the years
2018 to 2028. Sources that underwent BAR'T analysis during the first planning period are not exempt from making further
reductions to achieve reasonabie progtess. On December 23, 2024, EPA proposed a rule to extend the deadline for states
to submit SIPs for the third regional haze planning period (2028-2038) from July 31, 2028, to July 31, 2031. EPA
indicated that the extension is needed to allow states to address the agency’s pending revisions to the Regional Haze Rule.

On August 15, 2022, ADEQ submitted its State Jmplementation Plan Revision: Regional Haze Program (2018-
2028) for the second planning period which determined that no additional controls were warranted for District coal-
fired units. On the same date, EPA determined that the Arizona SIP Revision was complete. On May 31, 2024, EPA
published a proposed rule to partially approve and partiafly disapprove ADEQ’s SIP. The District commented on the
proposed tule in Fuly 2024. On December 18, 2024, EPA published a final rule partially disapproving portions of
Arizona’s SIP pertaining to the long-term straiegy and reasonable progress goals (“Final Rule”). EPA concluded that
(D) Arizona did not adequately justify its decision fo screen out certain sources due to existing effective conirols.
Second, EPA explained that (ii} Arizona’s analyses did not refleci the emissions rate achievable with selective
catalytic reduction (“SCR”) or selective non-catalytic reduction (“SNCR”) and that Arizona unreasonably deviated
from EPA’s Cost Control Manual in assessing remaining useful life and (iii) Arizona did not adequately justify its
cost-cffectiveness threshold of $6,500/ton, placed undue reliance on incremental costs for certain units, and
unreasonably rejected cost-effective controls due to small visibility benefits. EPA’s Final Rule establishes a two-year
deadline for EPA to promuigate a Federal Implementation Plan (“FIP™), unless Arizona submits, and EPA approves
within that timeframe, a SIP revision that satisfies all statutory and regulatory requirements contained in the CAA.
EPA also disapproved the visibility transport prong of Arizona’s infrastructure SIP submittals for the 2012 annual
PM. s and 2015 ozone NAAQS, stating that Arizona cannot rely on a previously approved regional haze SIP to fulfill
the visibility requirements for these NAAQS because the State lacks an approved SIP for the regional haze first and
second planning periods.

On February 14, 2025, the District and TEP jointly filed a Petition for Review of the Final Rule in the United
States Court of Appeals for the Ninth Circuit and an administrative Petition for Reconsideration of the Final Rule
with EPA. On March 20, 2025, the Ninth Circuit issued an order staying the briefing schedule. On July 15, 2025,
EPA granted the District and TEP’s Petition for Reconsideration. The District cannot predici the effects of this rule
on its financial condition, net revenues, and cash flows at this time.

Coronado Generating Station. CGS is subject (o 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,
20235, 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 has proceeded with a final
operating strategy to install SCR on Unit 1. The new Unit 1 SCR includes components that are currently part of the
SCR system for Unit 2. Each Unit now has a separate, dedicated SCR system, The District couples SCR operations
on both units with continued seasonal curtailments of CGS® operations. On June 24, 2025, the District’s Board of
Directors approved converting the existing coal-fired boilers at CGS to run on natural gas. The natural gas conversion
is planned for completion by late 2029,

EPA Greenhouse Gas Emissions Regulations. The District recognizes the importance of the issues concerning
climate change {global warming) and the potential implications they could have on its operations. The District closely
maonitors 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 o 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 iniensities, and changing temperature levels.
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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, required 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 1o,
steadily and meaningfully, decrease the District’s 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 CQ, emissions from generation operations. Under
the revised goals, the District will reduce carbon emissions intensity from generation by 65% from 2005 levels by
20335, and by 90% by fiscal year 2050,

On October 2, 2023, the District’s Board approved an Integrated System Plan (“ISP”) which included a set of
power system strategies to be implemented batween 2025 and 2033, 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 customers, Previous planning processes utilized
by the District mainly considered the power resources that would 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 the
SRP 2035 Sustainability Goals.

EPA Carbon Regulations for Existing EGUs. On May 9, 2024, EPA published a final rule (“Section 111 GHG
Rule”) regulating GHGs from EGUs. This tule sets forth New Source Performance Standards (“NSPS™) for new,
modified, and reconstructed stationary combustion turbine EGUs and emissions guidelines for existing coal- and
oil/gas-fired steam generating EGUs. The rule establishes distinct “best systems of emissions reduction” (“BSER™)
and standards of performance for affected units for defined subcategories. The standards for each subcategory are
based on developing and established technologies, including carbon capture and sequestration (“CCS™) and natural
gas co-firing. For some subcategories, BSER is implemented in phases to accommodate anticipated availability of
developing control technologies.

On June 17, 2025, EPA published a proposal to repeal all GHG standards applicable to EGUs or, as a secondary
alternative, to revise the Section 111 GHG Rule to repeal all the GHG requirements applicable to existing coal,
natural gas and oil-fired EGUs for fossil-fuel-fired power plants, The secondary alternative also proposes to repeal
portions of the standards applicable to new stationary combustion turbines, notably the requirement to install CCS
for baseload units that operate above a 40 percent capacity factor. The secondary aliernative proposes to retain GHG
performance standards for new -fossil-fuel fired stationary combustion turbines with utilization below a 40 percent
capacity factor, Comments were due August 7, 2025, The District is monitoring this activity and cannot predict the
outcome af this time,

Several petitions for review of the Section 111 GHG Rule were filed in the D.C. Circuit Court and have been
consolidated into West Virginia v EPA, Case No, 24-1120, Various motions to stay the Section 111 GHG Rule were
filed and denied. A number of petitioners filed emergency stay applications in the U.S. Supreme Court after the D.C.
Circuit Court denied their motions to stay. The U.S. Supreme Court denied the emergency stay applications on
October 16, 2024. Oral argument was held on December 6, 2024. On April 25, 2025, the D.C. Circuit Court granted
EPA’s second motion to hold this case in abeyance. The District is monitoting this activity and cannot predict the
cutcome at this time.

Ozone National Ambient Air Quality Standards. Pursuant to the CAA, 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. On October 1, 2015, EPA finalized NAAQS and lowered both the primary and secondary ozone
standard from the 2008 limit of 75 parts per billion (“ppb™) down to 70 ppb based on an 8-hour average. In September
2018, Arizona submitted its SIP for the 2015 ozone NAAQS to EPA.

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 will no longer pursue reconsideration of the 2020 decision and instead will
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initiate 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, On February 2,
2024, the Court granted EPA’s request to remand without vacatur, the 2020 ozone NAAQS rule. EPA states that the
voluntary remand will allow EPA to focus its resources on addressing the “significant issues” raised by the Clean
Air Seientific Advisory Committee (“CASAC”).

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 “iarginal”, nonattainment arsas, 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 atiain 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,
ot for a project at an existing stationary source in a nonaitainment area, except in conformance with applicable
Nonattainment New Source Review (“NNSR”) requirements. The Phoenix-Mesa nonattainment area was required
to attain the 2015 standard no later than August 3, 2024. It was expected that EPA would issue a reclassification of
the nonattainment area from moderate to serious as early as February 2025. On April 7, 2025, EPA announced it was
rescinding its Guidance on the Preparation of Clean Air Act Section (CAA) 179b Demaonstrations for Nonattainment
Areas Affected by International Transport of Emissions. According to EPA, this guidance made it unnecessarily
difficult for states to demonstrate that foreign air pollution is harming Americans within their borders. Following the
rescission of the guidance, EPA intends to work with state and local air agencies, like Arizona, to develop the
evidence necessary to grant regulatory relief under CAA Section 179b. On April 8, 2025, the Center for Biological
Diversity (CBD) and Center for Environmental Health (CEH) filed a complaint, alleging EPA missed a CAA deadline
to determine if the Phoenix-Mesa nonattainment area failed to meet the 2015 NAAQS standards.

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 Significent Deterioration
(“PSD”) permitting for certain pollutants in certain areas of Arizona. The comment period ended on 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 QOctober 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 triggered a two-year deadline for EPA to issue federal implementation plans for each state that does not submit
and receive EPA approval for an acceptable SIP revision addressing the outstanding requirements,

On February 16, 2024, EPA published a proposed rule partially disapproving infrastructure SIP submissions for
five states, including Arizona, and expanding the existing Good Neighbor Federal Implementation Plan (“Good
Neighbor Plan™)" to apply to these states (“Proposed Supplemental Rule”). Under the Proposed Supplemental Rule,
power plants and other industries in Arizona would be subject to additional emission control requirements, emission
monitoring and reporting, and power plants would also be subject lo a NOx emission ozone season trading program
that will be applicable between May | and September 30 each year, beginning in 2025, The trading requirements

* Before issuing the Good Neighbor Plan, in February 2023, EPA determined that 23 states contributed significantly
to the nonattainment or interfered with maintenance of the 2015 ozone NAAQS in another state and disapproved
SIPs for 21 states. On June 5, 2023, EPA promulgated the Good Neighbor Plan, which originally applied to 23 states
in total: Alabama, Arkansas, California, Illinois, Indiana, Kentucky, Louisiana, Maryland, Michigan, Minnesota,
Mississippi, Missouri, Nevada, Now Jersey, New York, Ohio, Oklahoma, Pennsylvania, Texas, Utah, Virginia, West
Virginia, and Wisconsin, Twenty-two of those states ate part of the electric generating unit (EGU) trading program.
After challenging the SIP disapproval in court, 12 states obtained judicial stays of the SIP disapproval, the
prerequisite for implementing the Good Neighbor Plan (the Federal Implementation Plan). EPA subsequently issued
an interim rule staying the Good Neighbor Plan in the 12 states whose SIP disapproval were judicially stayed. On
November 6, 2024, EPA published an interim final rule staying the entire Good Neighbor Plan pending resclution of
the D.C. Circuit litigation and regional court challenges of both the SIP denials and the Good Neighbor Plan.
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would apply to all fossil generation with nameplate capacity in excess of 25MW. The allocation of emission
allowances would decrease over a five-year period by fixed amounts before transitioning to dynamic budgeting in
2030. On December 19, 2024, EPA withdrew from Office of Management and Budget review its rule to take final
action on the infrastructure SIP submission for Arizona and the other four states included in the Proposed
Supplemental Rule. It is unknown at this time when EPA will take further action on the Arizona SIP.

The Good Neighbor Plan was challenged by various states and industry parties in August 2023. On June 27, 2024,
the Supreme Court granted a motion to stay the Good Neighbor Plan until the D.C. Circuit makes its decision on the
metits of the rule. EPA requested, and the D.C. Circuit granted, its request for partial remand of the Good Neighbor
FIP so that it can take supplemental action to address the record deficiency identified by the Supreme Court. On
December 10, 2024, EPA published its supplemental response to comments on the Good Neighbor Plan stating that
the Good Neighbor Plan applies on a “state-by-state basis,” regardless of the total number of states included in the
trading program. According to EPA, the Good Neighbor Plan is “expressly designed” to allow for the addition or
removal of states, since states have the opportunity to replace the Good Neighbor Plan with a STP and since FPA
may not, as a practical matter, be able to act on all SIP submissions at the same time. On July 14, 2025, the parties
filed a status report with the D.C. Circuit Court stating that EPA intends to continue its reconsideration of the Good
Neighbor Plan and will continue to provide 90 day status reports. The District continues to monitor activity related
to the 2015 ozone standard and cannot predict the outcome 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 pg/m3 to within the range of 9.0 to 10.0
ng/m3. EPA is not proposing to change the secondary annual PMz s standard, the primary and secondary 24-hour
PM; s standards, or primary and secondary PM standards. EPA issued a final tule on February 7, 2024, that sets the
primary NAAQS for PM: s at 9 ng/m3. On March 6, 2024, twenty-four (24) states filed a Petition for Review in the
D.C. Circuit alleging EPA lacked authority to revisit the Trump-era standard and also seeking to force costs
considerations into all reviews of such standards. Oral argument was heard on December 16, 2024. This change to
the primary annual PM s standard could result in additional areas within Arizona being designated as nonattainment
with NAAQS. The State of Arizona has one year to submit recommendations to EPA as to whether or not each state
is attaining PMzs and PMiy standards, On August 13, 2025, EPA requested that this case continve to be held in
abeyance for forty-five (45) days. EPA expects 1o sign a proposed rule in the Fall of 2025. The District cannot predict
the impact of this standard on its operations or finances at this time.

On July 21, 2023, EPA published a determination that the West Pinal County failed to attain the 1987 24-hour
PMio 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 PM;q
or a PMug 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. 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 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 (“SGS”), 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
menitoring and the eventual closure of residual ponds and storage areas.

On November 12, 2020, EPA finalized a second rule entitled Hazardous and Solid Waste Managemeni System:
Disposal of Coal Combustion Residuals from Electric Utilities; A Holistic Approach to Closure Part B: Alternate
Demonstrations for Unlined Surface Tmpoundments, 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.

50




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, 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 January 15, 2025, EPA issued an order denying the District’s Part B application (“Part B Order”). The Part B
Order required the District to cease using the CGS wet surface impoundment by May 30, 2025, or such later date as
EPA determines is necessary to address grid reliability. CGS cannot continue to operate unless it has alternate
disposal capacity for the waste streams currently managed in the CGS wet surface impoundment. In 2023, the District
estimated it will cost $82 million dollars to construct alternate disposal capacity.

On March 13, 2025, the District asked for an extension of the May 30, 2025 deadline to address resource adequacy
and grid reliability issues likely to result from the forced closure of CGS during the Summer 2025. On March 20,
2025, EPA granted the District’s request and extended the cease receipt of waste deadline until September 30, 2026.

Despite the deadline extension, the District believes EPA’s decision to deny the District’s Part B application is
arbitrary and capricious and not otherwise in accordance with law. On April 25, 2025, the District formally asked
EPA to rescind the Part B Order. The District cannot predict the outcome at this time.

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 gencration 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 curtent CCR
regulations,

On May 8, 2024, EPA promulgated a rule that 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 (“CCRMUs”). A CCRMU is any area of land on which any non-
containerized accumulation of CCR is received, is placed, or is otherwise managed that is not currently regulated as
a new or existing landfill or surface impoundment under the existing CCR regulations. Under the proposed rule,
active facilities with CCRMUs containing more than 1,000 tons of CCR must comply with the CCR Rule’s
groundwater monitoring, corrective action, closure, and post-closure requirements,

Prior to 2015, the District beneficially reused CCR material in several areas or applications at NGS. While the
District believes EPA’s rule is unlawful as applied to CCR material beneficially used onsite, if EPA’s rule is upheld,
the District will need to undertake additional monitoring and closure activities at NGS. The District estimates that
the total cost for the NGS owners to comply with the proposed rule would be approximately $106 million and the
District’s pro rata share would be approximately $24 million. The rule became effective on November 8, 2024.
Several groups have filed suit in the D.C. Circuit Court, including USWAG, of which the District is a member. The
challengers allege the rule exceeds EPA’s statutory authority, is an abuse of discretion or not in accordance with law.
On Tune 13, 2025, the D.C. Circuit Court granted EPA’s second motion to hold the case in abeyance to allow for
EPA’s reconsideration of the rule, in whole or in part to August 11, 2025. The District is monitoring this litigation
and cannot predict the cutcome at this time.

The rules addressing unlined wet surface impoundments also impact operations at Four Corners. The CCR
impoundments at Four Corners were anticipated o require closure under the CCR rules, 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,

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
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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
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,

Per- and Polyfluoroallyl 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
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 perfluore octane 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 April 10, 2024, EPA promulgated the final National Primary Drinking Water Regulation (“NPDWR”) under
the Safe Drinking Water Act (“SDWA™) for six PFAS. The rule establishes legally enforceable maximum
contaminant levels for the PFAS substances identified in the rule. The 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 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, On May
8, 2024, EPA designated PFOA and PFOS, including their salts and structural isomers, as CERCLA (Comprehensive
Environmental Response Compensation and Liability Act) hazardous substances. On May 14, 2025, EPA announced
the agency intends to keep the NPDWR for PFOA and PFOS but rescind the NPD'WR for the other four PFAS.

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 cutcome of this matter or its effects on the District’s financial condition, net revenues, and cash
flows at this time,

Hydropower Operations. The District contracts with the United States for hydropower generated from the
Colorado River reservoirs operated by the U.S. Bureau of Reclamation, including Glen Canyon and Hoover
Datns. Hydrogeneration at those facilities is impacted by the Colorado River water supply and operating parameters,
including water storage and deliveries through the various hydropower units to Lower Colarado River Basin water
users. These resources are important to the District's power portfolio, as they can be rapidly dispatched to assist in
balancing the electrical transmission grid. The production capabilities of these resources will be impacted by current
negotiations over the post-2026 operating guidelines for the reservoir system, particularly related to management
contingencies for lower watershed yields due to increasing average temperatures. In addition, the Burean of
Reclamation issued a Record of Decision on July 3, 2024, to address two issues related to Glen Canyon Dam
operations, including (1) responding to the threat of smallmouth bass proliferation below the dam and their impact
on endangered species, and (2) incorporating the latest sediment science to assess when to conduct high-flow
experiments. The District expects these operational items will impact dam operations, including less water moving
through the hydropower generators. Although these items will impact the hydropower resources the District can
deploy to meet its power demands, the District does not anticipate material impacts to its power operations.

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 Tncidental 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 Flabitat Conservation Plans
{“HCPs”) identify the obligations the District must undertake to comply with the ESA, such as mitigation and wildlife
monitoring. The District has established trust funds to pay mitigation and monitoring expenses related to the
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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 obtained an amendment to the Roosevelt ITP on March 22, 2024, to cover impacts to the Northern
Mexican Garter snake (“NMGS”), which was listed as a threatened species in 2014. The NMGS amendment requires
the District to add to the Roosevelt Dam trust account sufficient funds to implement the required mitigation by March
2029,

On December 12, 2024, USFWS published a proposed rule to lisi the monarch butterfly as a threatened species
under section 4(d) of the ESA, which allows for certain activities to be exempted by rule from the prohibition of take.
The listing would prohibit some activities that take monarchs or harm occupied habitat. The proposal includes
exceptions for rontine ranching and farming activities on existing cultivated areas, fire management practices, and
vegetation management activities, such as mowing, ground disturbance, and other management activities, that remove
milkweed or nectar plants when conducted at times of year when monarchs are not likely present. In the rule the USFWS
also asked for comments regarding additional exceptions for direct impacts from ftransportation and energy
infrastructure, including mortality from collisions with wind turbines, Comments were due by March 12, 2025, Listing
of this species may have implications for construction and maintenance activities along the District’s power line
corridors or reservoir operations. If the species is listed, the District’s potential for “take’ lability would be assessed to
determine if ESA coverage may be required under ESA Section 7 for federal rights-of-way or Section 10 1TPs for non-
federal rights-of-way or reservoir operation activities. The District is monitoring this activity, assessing monarch
butterfly habitat within the District’s transmission and distribution and reservoir 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 arcas
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 also operates some lower voltage distribution lines, 69kV and lower,
in a part of its retail service area, with less than 5,000 retail customers impacted. The District has a robust process in
place to mitigate such risk associated with wildfires, including vegetation management, a Board approved Public
Safety Power Shutoff (“PSPS”) for the limited retail service area impacted 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 significanily less in the State of Arizona than in the State of California.

On May 12, 2025, Governor Hobbs signed into law HB2201 which limits the liability exposure of public power
entities to claims or damages arising from wildfires and requires public power entities to prepare and submit a wildfire
mitigation plan to both its governing body and the Arizona Stale Forester for review and approval. HB2201
establishes the exclusive means of recovery and expressly provides that compliance with an approved wildfire
mitigation plan is deemed to meet the standard of care for a reasonably prudent public power entity such that any
parly asserting a negligence claim must establish that a failure to comply was a proximate cause of damages unless
the entity has engaged in willful, intentional or reckless misconduct. In addition, HB2201 precludes any inverse
condemnation claims arising from wildfires and precludes the apportionment of fanlt for ignition sources and
vegetation wildfire risks outside the public power entity’s control, right of way or access. The law became effective
on September 26, 2025.

Cybersecurity

The District operates an enterprise cybersecurity program to manage cyber risk. This program is overseen by a Board
appointed oversight commitiee that includes key executives from the Chief Executive Officer’s staff. The District has a
dedicated cybersecurity team that reports directly to the Chief Financial Executive.

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
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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
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 kilowait-hour on its share
of net energy generation at PYNGS to the TS, Department of Energy (“DOE”) through April 3¢, 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 PYNGS, has constructed an on-site dry cask storage facility to receive and store PYINGS 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, PYNGS 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 $2.1 million for FY21, $2.1 million for FY22, $2.5 million for FY23, $3.4 million for
FY24, and $3.5 million for FY25. Effective May 15, 2014, the per kilowati-hour charge on energy generation at PYNGS
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 pottion of nuclear plants in the form of prepayments or external
sinking funds, either of which must be segregated from the licensee’s assets and cutside 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 PYNGS 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 PYNGS for this purpose. The decommissioning funds are maintained in an external irust 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 bankruptey
protection in federal bankruptey court for the Southern District of New York. Westinghouse is the only supplier,
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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 assemblics, 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 PYNGS 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.

LITIGATION

At the time of delivery of and payment for the 2026 Series 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
mannet 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 2026 Series 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. Honeywell and APS, both potentially responsible parties at the OU3 Site,
have submitted the Draft Final Revised OU3 Feasibility Study Report to EPA, and EPA is currently reviewing the
document,

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 (“G&K”) filed a complaint in federal court in
Phoenix, Arizona to recover its costs allegedly incurred and any further costs they expected o 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. On August 30, 2024, the 9 Circuit issued a decision upholding G&K’s
right to recover costs related to G&K’s own time and resources expended on the RID cleanup effort provided that
such costs met the appropriate requirements for recovery under CERCLA while denying G&K’s rights to recover
costs related to invoices from subcontractors since G&K had not adequately shown that it had actually incurred these
subcontractor costs, thus reversing in part and affirming in part the district court’s earlier decision. The 9% Circuit
remanded this matter to the district court for further proceedings consistent with its ruling.
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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, EPA reiterated its determination that the OU3
site will not be extended and that there are no environmenta] impacts because the WVB groundwater is not used for
drinking water purposes. On August 10, 2023, ADEQ informed EPA that, because it is working with responsible
parties within the WVB Site, a separate National Priorities List listing for the WVB Site may not be necessary and
EPA agreed to postpone, for an undetermined time, its decision whether to separately list the WVB Site.

Water Rights

Gila River Adjudication. The Disirict 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
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 but believe the general nature,
extent, and priority of the Association and District water rights will be confirmed.

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 Litle Colorado River System and will eventually result in
the determination of all conflicting rights to water from the Little Colorado River and its tributartes, 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 and SGS will remain available and that the rights
to C. C, Cragin Dam and Reservoir will be confirmed.

General Litigation Maiters

Forgen. On June 26, 2024, the District received a Notice of Claim from Forgen, LLC {Forgen), an independent
contractor retained by the District for the NGS decommissioning project (the “Project™). During Forgen’s
performance of the Project work, several disputes arose between the parties regarding significant Project delays,
change order requests (“CORs™), and the increased Project costs resulting from such delays. Forgen contends that
the District, as the authorized agent of the NGS owners, owes $13,327,024.42 for the additional work required by
the CORs and retention. The District disputes the validity of these additional costs as well as the additional time
requested by Forgen to complete the Project work. However, the District has since paid Fergen the retention amount
of $2,046,454.52 following completion of Forgen’s performance of the Project work. The District, in turn, claims
that it incurred approximaiely $6,893,341.59 in additional costs as a result of Forgen’s actions causing the Project
delays. The parties mediated the dispute on June 19, 2024, but did not reach an agreement. On January 2, 2025,
Forgen filed a complaint asserting claims of breach of contract, or, in the alternative, unjust enrichment, breach of
the covenant of good faith and fair dealing, and breach of implied warranty. On May 23, 2025, the District filed a
motion to dismiss Forgen’s complaint based on its failure to comply with Arizona’s notice of claim statute and the
one-year statute of limitations that govern claims against a “public entity” like the District. On October 14, 2025, the
Court denied the motion to dismiss, but without prejudice should the District elect to raise the issue of accrual under
the noitee of claim statute in a summary judgment motion. On November 18, 2025, the District filed its Answer and
Counterclaim against Forgen asserting claims of breach of contract and breach of the covenant of good faith and fair
dealing. Forgen filed its Reply to Counterclaims on December 22, 2025. The Trial Setting Conference has been set
for October 19, 2026. The District will vigorously defend the interests of the NGS owners. To the extent that any
amounts are paid to Forgen for the Project work, these amounts shall be shared among the NGS owners on a pro rata
basis.

Naranfo. On December 4, 2025, the District received a Notice of Claim (Naranjo Notice) from Panish Shea
Ravipudi LLP on behalf of Samuel Naranjo regarding an auto collision incident. The Naranjo Notice alleges that on
June 25, 2025, a District employee, while operating a District vehicle, collided with a vehicle in which M. Naranjo
was a passenger. The Naranjo Notice alleges that the collision was a result of the employee’s failure fo yield to the
right of way while crossing a highway from a private road or driveway, The Naranjo Notice asserts claims sounding
in negligence against the District, the Association, the State of Arizona, and the District employee, and demands from
each $20,000,000 for a total of $80,000,000. The District has timely noticed all applicable insurers with respect (o
this matter. A complaint was filed on March 10, 2026, asserting claims sounding in negligence against the District,
the Association, and the District employee. On April 17,2026, the District, the Association and the District employee
answered the Complaint, asserting all applicable defenses. The District cannot predict the outcome at this time.
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Cook. On March 16, 2026, the District received a Notice of Claim (Cook Netice) from Lerner & Rowe, P.C. on
behalf of Greg Cook regarding an auto collision incident. The Cook Notice alleges that on September 22, 2025, a
District employee, while operating a District vehicle, collided with a vehicle operated by Mr. Cook. The Cook Notice
alleges that the collision was caused by the employee’s failure to yield to a red light. The Cook Notice asserts claims
sounding in negligence against the District and its employee, and demands $15,000,000 to settle his claim. The
District has timely noticed all applicable insurers with respect to this matter. The District is investigating the incident
and evaluating its defense.

Johnson. On March 9, 2026, Jeffrey and Linda Johnson (Plaintiffs) filed a lawsuit in Missouri Circuit Court
against the District and 212 other defendants regarding asbestos-related injuries Mr. Johnson developed, including
lung cancer, from his alleged exposure to asbestos throughout his time working at various plants and other industrial
sites. Plaintiffs allege, inter alia, that the defendants have “sold, distributed and/or installed... asbestos-containing
products in Missouri” and/or have “placed the same into the stream of commerce for use in Missouri,” allegedly
exposing Mr. Johnson to asbestos from 1975 to 2015, Plaintiffs allege claims sounding in tort liability, including
strict liability, negligence, fraudulent misrepresentation, and battery. The District has reached a resolution of this
matter with the plaintiffs and will seek dismissal with prejudice from the lawsuit.

LEGALITY OF REVENUE BONDS FOR INVESTMENT

Under the Act, the 2026 Series 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,

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 2026 Series Bonds at an aggregate purchase price of § , reflecting
[an] [net] original issue [premium/discount] of $ less an underwriters® discount of
$ from the initial public offering prices set forth on the inside cover page of this Official Statement.

The following 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 invesiment 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 recommend to clients that they should acquire, long and/or short positions in such assets,
securities, and instruments.
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The initial public offering prices or yields set forth on the inside cover page may be changed from titne to time
by the Underwriters. The Underwriters may offer and sell the 2026 Series 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 2026 Series 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 LL.C (“JPMS™), one of the Underwriters of the 2026 Series Bonds, has entered into
negotiated dealer agreements (each, a “Dealer Agreement™) with each of Charles Schwab & Co., In¢. (“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 C8&Co. and LPL will purchase 2026
Series Bonds from JPMS at the original issue price less a negotiated portion of the selling concession applicable to
any 2026 Series Bonds that such firm sells.

BofA Securities, Inc., an underwriter of the 2026 Series Bonds, has entered into a distribution agreement with its
affiliate Merrill Lynch, Pierce, Fenmer & 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 2026 Series Bonds.

Morgan Stanley, parent company of Morgan Stanley & Co. LLC, one of the Underwriters of the 2026 Series
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 securitics to retail
investors through the financial advisor network of Morgan Stanley Smith Barney LLC. As part of this arrangement,
Morgan Sianley & Co. LLC may compensate Morgan Stanley Smith Barney LLC for its selling efforts with respect
to the 2026 Series Bonds.

TAX MATTERS
Federal Income Taxes

The Internal Revenue Code of 1986 (the “Code”) imposes certain requirements that must be met subsequent to
the issuance and delivery of the 2026 Series 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 2026 Series
Bonds to be incfuded in gross income for federal income tax purposes retroactive to the date of issue of the 2026
Series 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 applicable requirements of
the Code in order to maintain the exclusion of the interest on the 2026 Series Bonds from gross income for federal
income tax purposes pursuant to Section 103 of the Code. In addition, the District has made certain representations
and certifications in the Resolution and the Tax Certificate, Special Tax Counsel will not independently verify the
accuracy of those representations and certifications.

In the opinion of Nixon Peabody LLP, Special Tax Counsel, under existing law and assuming compliance with
the aforementioned covenant, and the accuracy of certain representations and certifications made by the District
described above, interest on the 2026 Series 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. Interest on the 2026 Series
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 interest on the 2026 Series Bonds is exempt from income taxes
imposed by the State of Arizona. Special Tax Counsel expresses no opinion as to other state or local tax consequences
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arising with respect to the 2026 Series Bonds nor as (o the taxability of the 2026 Series Bonds or the income therefiom
under the laws of any state other than the State of Arizona,

Original Issue Premium

2026 Series 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 amottizable bond premium for a taxable vear 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 preminm
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 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.

Original Issue Disconnt

Special Tax Counsel is further of the opinion that the excess of the principal amount of a maturity of the 2026
Series Bonds over its issue price (i.e., the first price at which price a substantial amount of such maturity of the 2026
Series Bonds was sold to the public, excluding bond houses, brokers or similar persons or organizations acting in the
capacity of underwriters or wholesalers) (each, a “Discount Bond” and collectively the “Discount Bonds™) constitutes
original issue discount which is excluded from gross income for federal income tax purposes to the same extent as

-~ interest on the 2026 Series Bonds. Further, such original issue discount accrues actuarially on a constant interest rate
basis over the term of each Discount Bond and the basis of each Discount Bond acquired at such issue price by an
initial purchaser thereof will be increased by the amount of such accrued original issue discount. The accrual of
original issue discount may be taken into account as an increase in the amount of tax-exempt income for purposes of
determining various other tax consequences of owning the Discount Bonds, even though there will not be a
corresponding cash payment. Owners of the Discount Bonds are advised that they should consult with their own
advisors with respect to the state and local tax consequences of owning such Discount Bonds.

Ancillary Tax Matters

Ownership of the 2026 Series 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 the 2026 Series
Bonds. Prospective investors are advised to consult their own tax advisors regarding these rules.

Interest paid on tax-exempt obligations such as the 2026 Series Bonds is subject io information reporting to the
Internal Revenue Service (the “IRS™) in a manner similar to interest paid on taxable obligations, In addition, interest
on the 2026 Series 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 [RS as being subject to backup withholding.

Special Tax Counsel is not rendering any opinion as to any federal tax matters other than those described in the
opinions attached as Appendix C. 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 2026 Series 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 2026 Series Bonds for
federal or state income tax purposes, and thus on the value or marketability of the 2026 Series Bonds. This could
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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 2026 Series Bonds
from gross income for federal or state income tax purposes, or otherwise. It is not possible to predict whether any
legislative or administrative actions or court decisions having an adverse impact on the federal or state income tax
treatment of holders of the 2026 Series Bonds may occur, Prospective purchasers of the 2026 Series Bonds should
consult their own tax advisors regarding the impact of any change in law on the 2026 Series Bonds.

Special Tax Counsel has not undertaken to advise in the future whether any events after the date of issuance and
delivery of the 2026 Series Bonds may affect the tax status of interest on the 2026 Series Bonds. Special Tax Counsel
expresses no opinion as to any federal, state or local tax law consequences with respect to the 2026 Series Bonds, or
the interest thereon, if any action is taken with respect to the 2026 Series 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 2026 Series Bonds are subject to the approval of
Chiesa Shahinian & Giantomasi PC, Bond Counsel, whose final approving opinion will be delivered with the 2026
Series Bonds in substantially the form attached hereto as Appendix C. Certain legal matters in connection with the
2026 Series Bonds will be passed upon for the District by Spencer Fane LLP and by Nixon Peabody LLP, Special
Tax Counsel, whose tax opinion will be delivered with the 2026 Series Bonds in substantiaily the form attached
hereto as Appendix C. Certain tegal matters will be passed upon for the Underwriters by Katten Muchin Rosenman
LLP, counsel to the Underwriters,

The various legal opinions to be delivered concurrently with the delivery of the 2026 Series Bonds express the
professional judgment of the attorneys rendering the opinions as to the legal issnes explicitly addressed therein. In
rendering a legal opinion, 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 guarantee the outcome of any legal dispute that may arise out of the transaction,

RATINGS

Moody’s Investors Service and S&P Global Ratings have assigned the ratingsof  and __, respectively, to the
2026 Series 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 2026 Series 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 2026 Series 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, 2027 (the “Annual Report™),
and to provide notices of the occurrence of certain enumerated events with respect to the 2026 Series 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.

While the District believes that it has complied in all material respects with its continuing disclosure obligations
during the preceding five years, certain of the District’s disclosure filings were not initially linked to all of the relevant
CUSIPs, The District has corrected each identified CUSIP linking issue and believes that all filings are now properly
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linked to each applicable CUSIP. The District has taken corrective action to ensure that all CUSIPs are properly
linked in the future.

INDEPENDENT AUDITORS

The combined financial statements of the District and its subsidiaries and the Association as of 2025 and 2024
and for each of the two years in the period ended April 30, 2025, included in this Official Statement, have been
audited by PricewaterhouseCoopers LLP, independent auditors, 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 aceuracy, completeness or fairness of the
information contained in this Official Statement,

OTHER AYAILABLE INFORMATION

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

The District also prepares an annual report which includes information relating to The District’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, 2025 may be obtained

by writing to Salt River Project Agriculiural Improvement and Power District, Corporate Communications, PAB340,
P.O. Box 52025, Phoenix, AZ 83072-2025.

(The remainder of this page intentionally left blank)
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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

President

General Manager and Chief Executive Officer
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APPENDIX A — Report of Independent Auditors and Combined Financial Statements
as of April 30, 2025 and 2024

SALT RIVER PROJECT

COMBINED FINANCIAL STATEMENTS
AS OF APRIL 30,2025 AND 2024
TOGETHER WITH REPORT OF

INDEPENDENT AUDITORS




pwc
Report of Independent Auditors

To the Management, the Board of Directors of Salt River Praject Agricultural Improvement and
Power Districtand the Board of Governars of Salt River Valley Water Users Assodation

Opinion

We have audited the accompanying combined financial staterents of Salt River Project
Agricultural Tmprovement and Power District and its subsidiaries and the Salt River Valley Water
Users' Associaticn (the "Company"), which comprise the cambined balance shests agof

4pril 30, 2025 and 2oz4, arldpi?i:l;1 related combined statements of net revenues and of cash flows
for the years then ended, including the related notes (collectivel yrefarred to asthe

"combined financial statements’).

In our opinion, the acoompanying combined finandal staternents present fairly, in all material
respects, the financial pesiticn of the Campanyas of April g0, 2o25and 2024, and the resilts of
its operations and its cash flows for the years then ended in acoordance with accounting principles
generally accepted in the United States of America.

Basis for Opinion

We conducted cur audit in accordance with auditing standards generally aceepted in the United
States of America (US G AAS). Our responsibilities under those standards are further desaribed in
the Auditers Responsibilities for the Audit of the Combined Financial Statements section of cur
report. We arerequired to be independent of the Campany and to meet our other ethical
responsibilities, in acoordance with the relevant ethical requirements relating to our audit, We
believe that the audit evidence we have cbtained is sufficient and appropriate toprovide a basis
for our audit opinicn.

Resporsibilities of Management for the Combined Financial Statements

Management is responsible for the preparation and fair presentation of the ccmbined financial
statements in accordance with acoounting principles generally accepted in the United States of
America, and for the design, implementation, and maintenance of intermal contrd relevant to the
preparation and fair presentation of combmed financial statements that are fres from material
misstaternent, whether due to fraud or errer.

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

Auditors'Responsibilities for the Audit of the Combined Finandal Statements

Our objectivesare to cbtain reasonable assurance about whether the combined financial
statements as a whole are free from material misstatement, whether due to fraud or arror, and to
issue an auditers' report that indudes cur opinion. Reasonable assurance is a high level of
assurance but is not absclute assurance and therefore is not a guarantes that an audit conducted
in acoordance with US GAAS will always detect a material misstatement when it exists. Therisk of
nct detecting a material misstatement resulting from fraud is higher than for one resulting from
arror, as fraud mayinvolve collusicn, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial
likelihood that, mdividually or in the gate, they would influence the judgment made bya
reascnable user based on the oombingﬁgiancial statements.

PricewaterhouseCoopers LLP, 4300 E Carslback Rd, Suite 475, Phoenix, Arizona 85018
T:(602) 354 Booo, www.pwo.comy us
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In perferming an audit in acoardance with US GAAS, we:

Exg\::iae professional judgment and maintain professional skepticism throughout the
auait.

Identify and assess the risks of material misstatement of the combined financial
statements, whether due to fraud or error, and design and perform audit procedures
respensive to those risks. Such proosdures include examining, on a test basis, evidence
regarding the amounts and disclosures in the combined finandal staterments.

Obtain an understanding of internal centrd relevant to the audit in order to design audit
prooadures that are appropriate in the circamstances, but nct for the purpese of
expressing an opinion on %e effectiveness of the Company's internal control.
Aaordingly, no such opinion is expressed.

Evaluate the appropriateness of accounting polides used and the reasonableness of
significant acoounting estimates made by management, as well as evaluate the overall
presentation of the cambined financial statements.

Conclude whether, in our judgment, there are conditicns ar events, considered in the
aggregate, that raise substantial doubt about the Company's ability to continue as a gaing
coneern for a reasonable period of time.

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

7 N
f{é&iyﬂzz#:fﬂ# {}mkﬁ“ L85

June 27 2025
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SALT RIVER PROJECT
COMBINED BALANCE SHEETS

APRIL 30, 2025 AND 2024
{Thousands)
ASSETS
2025 2024
Utility Plant
Plarit ir) Se fvice-
Elestris. 5 18271258 5 17,250,489
Irrigation 631,032 606,510
Comiimeh 1,513,263 1,418,855
Total plant In service 20:415,553 19,275,834
Less: accumulated depreclatlon on plant in service (10,087,952) (10,572,916}
9,427,501 8,702,918
Plant hald for future use 66,353. 45,270
Construction work Ih progress 1,547,876 1,407,653
Nuclear fuel, hat 150,510 145,258
11,19%,320° 10,301,100
‘Other Property and Investmants
Non-utility property ahd other investments B17,681 422550
‘Segregated funds, net of current pertion 2,191,234 1,982,219
2,708,865 2,404,778
Cuprent Agsets
Cash and eash equivalents 689,228 490,430
Temperary investments 162,793 146,121
Currait bortlon, segregated funds 126,066 122,443
Receivables, riet of allowance for credit losses
of §7,291 and 45,418, respectively 412,008 314,463
Fuel stocks 134,192 141,145
Materials and supalies 520,202 A27454
Current commadity derivative assets 907 -
Other eurraiit assets 83,116 66,671
2,126,507 1,708,428
Defarred Charges and Other Assets
Accumulated post-retirement asset 270,666 264,155
Regulatory dssets 475,924 302,845
Non-eurrerit-commodity derivative assets 68 6,457
Other deferred charges and other assets. 169,988 132,478
916,646 705,985
Total Assets 5 16944358 5 13,120:241

The accompanying notes are an integral part of these combined financtal staternents.
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SALT RIVER PRQIECT
COMBINED BALANKGE SHEETS
APRIL 30, 2025 AND 2024
(Thousands)

CAPITALIZATION AND LIABILITIES

Long-term Debt
Accumulated Net Revenuas
Total Capitalization

Current Liahilities
Currerit portion of lang-ter debt
Acoounts payable
Accrued taxes and tax-equivalents
Agérued Interest
Customers’ dapasits
Current commodity derivative liabilitles
Other curtent Habllitlas

Deferrad Credits and
Othet Noi-curvent Lisbilitles
ficeruad post-retirement lishility
Regulatory llabllities
Asset retirernent obligations
Non-currant sommadity derivative Habllitles
Other deferred credits and other non-current liabilitles

Commliments and Contingencies )
(Notes §, 10,11, 12, 13, 14, dnd 15)

Total Capltallzation and Liabilltles

2025

2024

$ 6,010,577

% 5,470,941

7,012,145 6,408,147
13,022,497 11,879,088
205,555 118,780
305,752, 318,825
120,868 125,731
86,502 85,343
160,881 148,430
46,855 92,446
329,919 271,213
1,436,202 1,158,868
749,490 841,161
814,812 605,219
589,758 545,504
66,403 42,181
265,401 758,220
2,485,664 2,082,285
$ 16944,358 § 15,120,241

The agtcompanying riotes are anintegral part of thesa combined finariglal statements.




SALT RIVER PROJECT
COMBINED STATEMENTS OF NET REVENUES
FOR THE YEARS ENDED APRIL 30, 2025 AND 2024

(Thonsands)
2025 2024
Operating Revenues
Retail electrlc § 3983600 5 3,492,861
Otherelectric 71,550 83,681
Whplesale 470,884 543,862
Water 33,858 25,491
Total operating revenuss 4,559,691 4,145,895
Opérating Expenses
Power purchased 796,277 677,439
Fuel used In elgctric ganeration 837,352 489,900
QOperatioris and talntenarite 1,522,089 1,356,527
Depréchition and amortization 652,012 613,191
Taxes and tax equivalents 174,852 168,397
Total operating expanses 3,082,082 3,803,454
Net operating révenuss 577,609 342,441
Other {Expense) Incame
Investment income, net 184,354 174,256
Other incoing, Ret 33,059 51,238
Total other Income (axpense), not 217,418 225,494
Net revenues before financing costs 795,027, 567,035
Flnandlng Casts
Intergst on'bonds, niet 243,082 208479
Capltalized irterest. {28;481) (24,972)
Amortization of bond diseount (premium) and issuance axpanses (#5,591) 45,163)
Interest on other ohligations 22,044 23,234
Net financing costs 191,054 162,378
Nét Reventes 5 608968 5 -405,557

The aceompanylng notes are &n Integral part of these combined financial statements.




SALT RIVER PROJECT
COMBINED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED APRIL 30, 2025 AND 2024

{Thousands)
2025 2024
Cash Flows from Operating Activities
Net Réveriues (Expenses) § 608,668 5 405,557
Adfustments tor recanclle nst revenues to nat cash provided by operating activities:
Depratlation and amartization ' 652,012 613,181
Bmertizatlon of nuclear fusl 40,766 40,231
Arricrtizatian of Bond discount {premlum) and lssuance sxpensas {43,591} {45,163)
Aniortlzaition of opérating léase right of use dssets 5,338 9,634
Change In falr value of derivative Insiruments, net of collateral {5,815) 47,094
Changa In fal valua of liivestment securitfes {6,458) {92,089}
Réallzed galn an Invasting sttivities {82,870} {17,478}
Otk 8,714) $19,002)
Decrease {inereese) In: '
Fuel stocks-and materlals and supplies {86,004) {122,678}
Recelables, nigt of allowance for creditlosses {27,382} {5,707}
Gthir current assets {14,445 {18,110}
Deferred charges and other assats {135,353} 8,285
Ineresse (decreass) (n: '
Accounts payshle 40,623 {21,053}
Acerded taxes and tax equivalants {4,883} 2,738
Accrued Interest 3,159 15,740
Customers* deposits and other current liabllltes 70,045 17867
Daferred credits and other non-currsntllabllities 341,630 {94,814)
Net cash proyided by aperating activities 1,841,246 725,488
Cash Flows fraim Invosting Activitios
Capltal éxpend lturas {2,015,868) (1,507,350)
Contributlcns In ald of construction 278,195 264,258
Proceads from:disposition of assets 11,592 12,865
Purchases of Investments (1,240356) {354,347)
Sales of Investments. 959,112 152,384
Maturities.of lnvestroents : 157,011 281,254
Other Investing acifvlifes 4,566 6,347
Netcash used for frivesting activitios {1,845.748) (1,444,789)
Cash Flowsfrom Finaneing Activities
Procaeds from Issuance of Revenue Bonds, nat of debt Issuance tosts 1,813,724 584,688
Repaymeritof Revenue Borids {1,052,192) {113,930)
Net cash provided byflnancing agtivities 761,608 570,758
Met Incroass in Cash, Cash Equlvalents and Restricted Cash 257,300 151,457
Balanée at Baginning of Year In Cash, Cash Equlvalonts and Restictad Cash 633,926 482,462
Balance at Enl of Yaar in Cash, Cash Equlvalents and Restricted Cash 5 891,026 § 833,926
Supplemental fnfortation
“Cash paid for Interest, net of capltalized Interest g 233,486 & 181,801

The sccompanying notes are an Integral part of thesea combined financial statermnents.




SALT RIVER PROJECT
NOTES TO COMBINED FINANCIAL STATEMENTS
APRIL 30, 2025 AND 2024.

(1) BASIS OF PRESENTATION:
The Company

The Salt River Project Agricultural Improvement anhd Power District (the Disfrict) 1s an agrfcultural Improvement
district organized In 1937 under the laws of the State of Arlzona. It operales the Salz River Projeet {the Profuct), a
federal reclarmation project, undet contracts with the Salt River Valley Water Users’ Assoclation {the Association),
by which It has assumed the obilgations arid assets of the Assoclation, ircluding Itsobligations to the United States
of Amerlea for the care, aperation and maintenance of the Project. The District owris and eperates an eleciric
system that generates, purchases, transmits and distributes elsetrle power and energy, and provides eleciric
servive to residential, cormerial, Industrial and agricultural power usersin a 2,900-squgre-mile service terrtory
in parts of Maricopa, Glla and Pinal countles, plus mine loads In an adfacent 2400-square-mile area In. Gila and:
Pinal gounties, The Assoclation, intérporated under the laws of the Terrftory of Arizona In 1903, opefates.an
rrigation system a5 the agent of the District. The District and the Assoclation are togather refaried 1o gt Salt River
Project or SRP.

Princlples of Comblnation

The atcortiparying Camblned Finariclal Statements raflact the comblined accourits of the Assoclation and the
Distrist. The District’s fingncial stateménts are gonsolidated with its, whally. swnied taxable subsidiaries; SRP
Captfve"Riak Solut‘ions, Lirited (CR'S), Papago ’Park Center, I’nc (PPC]‘, New West E'nergv Cbrpurat‘ion (New'West
Arizcma whileh s thilf:ed to erihance the Dfstrlct's propertv, nasualty and medrcal msurance programs PPC as a
real estate management company. New West Energy was used ta market; at retall, energy avallable to the District
that was surplus 1o the needs of tsretall customers and enérgy thal might have been rendered surplus Iri Arizona
by retall corripetitian in the supply of genaration butTs now largely Inactive. Horizen is aland acquisition company:
Net revenues, assets and llabllitles related fo the District’s wholly ewned taxable subsidlaries’ cperations are not
materidlto the aceompanying Combined Finahcidl Staternents. All intercotpany transactions and balances have
hieen elimihated.

Possesslon and Use of Utility Plant

The United States of Ametlca retalns a paramount right or clalm In the Project that arises from the orlgina
conskruction and epetation of gertalivof the Project’s sldctricand water facllities.as & federal reclamation priject,
Rights to the possession and use of, and to alt reveriues produced by, these Tacillties are evidehced by cantractual
arrangements with the United States of America. The Department-of Interior has the right to perform audits of
cortain of the operations of the Projéet, In addition, thie District séeks approval from thé Department of Intericr
for certain transactions such as pavments of inlieu taxeés. The District ajso gves the Departmentaf Interier the-
opportunity ta raise any objectiens it may have regarding the fssuanae of revenue bonds,

Basls of Accounting

The atcompanylng Combined Finznelal Statements ave presented Tn conformity with accourting principles
generally degeptad [n the United States of America {U.S. GAAR). The preparativn of flnanclal statements In
compliance with U.5, GAAP requires management 1o make estimates.and assumptions that.affect the reported
amoints n-the financlal statértients and. disclosures of caritingencies. Actual résulis could differ from the
estimates.




By virtug of SRPoperating a federal reclamation project undercontract, with the fatderal gaverhment's paramount
rights, asset ownership and certaln approval rights, SRP Is subject to accounting standards a5 et forth by the
Faderat Accounting Standards Advisory Board {FASAB). Entities reporting In aceordanca with the standards fssued
by the Finariclal Accclinting Standards Boatd {FASB) pHor ta Qctobar 18,1999 {the date the Amerlcan Iristitite of
Certified Public Actountants designated the FASAB as the accounting standard-setting body for entities under the
federal government}, are permitted to continue to report inaceordance with those standards. As permitted, SRP
has elected tareport its fifianclal statements Tnaccordance with FASB standards.

{Z} SUMMARY QF SIGNIFICANT ACCOUNTING POLICIES:
utility Plant

Utlity plant Is stated at the historical cost of construction. Capitallzed construction cests inciude labor, materials,
sarvices purchased under contract, and allocations of Indirect charges forenginearing, supervision, transportation
and adminlstrative expenses @nd an.alfowanee Tor funds used durfng construction (AR DE). The cost of property
that Is replaced, removed or abandoned, less salvage, 1s charged to aceumulated depreciation. Repalrs and
mainteharice costs are charged to apérations.and malhtenance expense.

Depreciatian axpense IS camputed on a stralght-ling bagis over recovery petiods of the various classes of plant
assety, Depreclation expense for utllity plant totaled $788.7 millllon anid $507.% miliion for the fiscal years ended
April 30, 2025 and 2024, respectively, The following table reflects the District's average depreciation rates on the
averdge tost bf depreciable assets for the fiscal vears énded Aprll 30

2025 2024
Avetnge eléctric depreciation rate 3.0%% 2,855
Average irtlgation depreciation rate 2.62% 2.61%
Average common depreclation rate 4.857% 5.31%

There was an increase of:.$30'.0 million and $20.7 mijlllan In property, plant and equipment purchases within
accounts payable for thé Tscal years ended April 30,2025 and 2624, respectively. Suth chianges are tonsidered a
non-cash [nvesting actlvity.

Plant Held for Future Use

Plantheld for fufure use primarlly Includes the cost of land acquliéd for future operations, Includinig generation,
trangmisslon and ofhar purpdses, Once develppiment starts on the new facllity; the costs wlll be moved 1o plant
In service,

Allowance for Funds Used Durlng Construction

AFUDC s the estimated cost of funds ued to flhancs plant addltions and s recovered [n prices through
depreclation expense over the useful dife of the related asset AFUDG I capltalized during certaln plant
gonstruction and Is Ineluded Tn capitalized interest In the accompanying Combiried Statements of Net Ravenuas.
Composite rates of 3.88% and 3.89% were appliad 6 fiscal years 2025 and 2024, respectively, to caleulate Interest
on funds used to finance construgtion work In progress, resulting Tn-$28:5 millian and $24.2:milllen of irterest
capltalized, respectively,

Nuclear Fusl

SRP arnortizes thi cost of riuclear fuel using the unlts-of-praduction methad. The unfts-of-producticn method Is
an argrtizatlon miethod based on aztual physical usage. The ruclear fuel amorilzation and:atcrued expenses for

6
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both the-interim and permanent disposal of spent nutlear fugl are componeats of fuel expense. Nuclear fugl
amartization was $40.8 milliori and. $40.2 milfion In fiscal years 2025 and 2024, respectively. The balarce of
nuclear fuel ingludes $127.0 million and $115.9 miliion of In-process stock, which Is not yet belng amortized, as of
April 30, 2025 and 2024, respectively.

Software Costs

SRP capltalizes cests Incurred to purchase and develop internal-use computer software and implementation costs
ircurred in-a cloud computing arrangement that is a service contract.and amortizes such costs over the recovery
perlods of the products, Capitalized seftware costs are lidluded 1n otility plant and cloud comiputing costs are
Included inother deferred charges and other assets in the accompanying Combined Bafance Shizets, The following
fable summarlzes the capitalized computer software and capltallzed cloud computing arrangement
implgmantation'cests as of April 30 {in thousands):

2025 2024
Cloud Cloud
Software Computing Softwara Computing-
Asset balance 3 783722 & 24506 % 73,810 & 41,927
Aceumulated amortization 630,364 18,153 603,491 12,448

Far the fiscal years ended April 30,2025 and 2024, amortization expense for capitalized softwars sosts was
$26.9 million and $81.6 milllon, respectively, Amortizatien expense for capltalized cloud computing arrangemants
Implementation costs was $3.7 million and $3.4 millllon for the fiscal years ended Apiii 30, 2025 dnd 2024,
respectively.

The following table presents estimated future amortization expense pertaining to capitalized software costs and
capltalized eioud camputing arfrangement lmplementation costs in fiscal years ending April 30 (inthousands]:

Cloud
Sottware Computing
26 17848 $ 3,731
2027 15,685 3,748
028 15,203 5745
2029 14,522 3,741
2030 18,412 8,788

Asset Retiverment Obligatians

SRF accounts for its asset retirement abligations In accordance with authorltative guidance, which requires the
recognitlen erid measurament of Ifabilities for legal obligations associated with the retirematit of tangible long-
[fved assets, Liabilittes for asset ratirement obligations are recaghized at falr value &¢ Incurred and capitalized a5
part of the cost of the related tanglbla long-lived assets. Accretion ef the liabilities, due fo the passage-of #ime, Ts
anopératihg expenss and the sapitelized cost is depraiated ovet the estimated recavery petlods of the Jong-lived
assets. Retlrement obligations-assoglated with lehg-ived assets are those forwhich 8 legal abllgation exists undsr
anzcted laws, statutes and contraets, including ohligatfons aristhg under the dectfine of promissory estoppel.

The Districthas identifled retirement cbligatlens for Tts share of Palo'Verde Nuclear Generating Statfon {PYNGS),
Navafo Generating Statlen {NGS), Fout Corners Generating Station (Foiit Corigrs), and certaln pther Assets,
Amaunts recorded for asset retirement obligatlons are subject to varous assumptions and daterminations, such
as datermining whether an cbligation exlsts to remoye assats, estimating the falr value of the gosts of remaval,
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estimating when final remetval will ceenr and deternining the credit-adjiusted, risk-frae Interest rates to be utllized
indiscounting future liahilities, Subsequent to the initfal recognition, the liabllty Is adjusted for any ravisions to
the estimated future cash flows assoclated with the asset retfrement obligation {with corresponding adjustrments
to utility plant}, which can ocelr due toa number of factiors, Including, bit ot Ninited to, cost escalation, shanges
ir technology applicable to the sssets to be retired, changesIn federal, state.and local regulations and changes to
the estimated decommissioning date of the assets, as well as for the aceretion of the liability due to the passage
of time untll the abligation Is settled.

Thi following table summarizes the ssset retirement obligation activity of the District as of anid for the fiscal years
-ended April 30:(In thousands);

2025 2024
Beginning balance, Mayl % 545504 & 377,824
Additions 9,000 »
Séttlemerits, het (5,189) (4,086)
Revisions to estimates 18,981 155,108
Accretion expenise 21,480 17,168

Ending balance, Aprll 30 % 589,756 & 545:504

Ses Note [15], COMMITMENTS AND CONTINGENCIES under Environniental Matters for additional discusslon,
Investments in Rebt and Equity Securities

$RPinvasts in varlous debt and equlty sscurities, Debt sécurities fn whigh SRP has the intent and ability to hold to
maturlty are classifled as held-to-maturity securifies and reported at armortized cost, Debt securitles that are
bought and held with the likelincod of sellifg them in the near ferm are classified 4s fradifg secutities and
reported at fajr value, with unrealized gains. and losses ingluded iri Thvestrnent fricome; het. SRP has adopted the
falr valus option forall debt and equity securlties other than debt securlties classified ag held-to- -maturity; All such
securities are feported at-fair value, with unréalized galrs-and losses Included ir investiiett (I8ss) ricome, net,
with the excaptlon of the Nudlear Decpmmissloning Trust INGT) for which unrealized galns and losses are recorded
in regulatory liabilities {see table in Segregeted Funds). SRP does not classify-any seeurities as available-for-sale.

Temporary Investments
Debt aid equity securities that are short-tert in nature and are expected to be sold or convarted to:cash Tn the

next twelve months are.clagsified as temporary Investments e the Combined Balance Sheets, uriless they meat
the deflnitlon of acash equivalent,




Segregated Funds

The District sets aiside furds that are segregated due to management Intent and to support various purpeses, The
District also has certain segregated funds that are legally restrictad. The following emounts are included in
segregated funds'in the accarapanying Combined Balance Sheets as of April 30 {in thousands):

2025 2024

Segregated funds — legally restricted

Nuglear Decommissicning Trust 5 702,714 S 642,173

Debt Reserve Fund 80,615 80,611

Congstruction Fund 54,306 15

Other- 1427 38,789

Total segregated funds ~ |egally rastricted 870,082 761,568
Segtegated funds —other

Benafits funds 1,300,459 1,218,886

DebitSehvice Fund, 126,066 122443

Other 2,708 1,785

Total segregated furds —other 1,438,258 1,345,084

Totalsegragated funds, including current partion 3 2317300 & 2,104,682

Nuglear Degorimlssioting

In acaprdance with regulations of the Nuclgar Regulatory Comimissian, the District maintding a trust for the
decommissicnlng of PYNGS, The NOT funds are invested Indebt and equity securities. All NDT debt securities are
reporied as trading securities and recorded at falr value. Changes in fair value relatéd to the NDT securltles are
Irielyded in the nuclsar decommilssioning regulatary llability with no impact to net revenues. The NDT funds are
classlfled as segregated funds [h the accompanying Combined Balance Sheets,

Cash and Cash Equivalents

Cash equivalents Include meney market funds and highly liquid short-tarm invéstments with original maturitles
uof three months or less,

The faliowing table provides a recondliation of cash, cash equivalents and resiricted sash reparted within the
Combined Bzlance Sheets and the Combined Statements of Cash Flows as of April 20 (in thousands):

2025 ) 2024
Cash and cash-equlvalents 5 689,228 % 490,430
Cash-and cash squivalents Includad in ner=utility-proparty and cther Investments 12,784 18,067
Cash and dash équivalents Indlizded In ségregated funids 125,277 121,653
Restrictod cashard cash equivalants Inzluded insegregated funds 57,767 3,781
Tetal cash, sash equivalents and restiicted-cash $ 891,026 & 633,926

Amounts theluded Investricted cash represent those requited to be set asids per terims of tontractial agreemants,
bend Indentures or other lagal stipuletions,

Allowance for Cradit Losses

Allowance for eredit losses Is provided for electric cuskomer aecounts and cther nen-energy recelvables balances
based upon the currént expectad dradit 1gss, which.is ieasuted using a historleal expierignce rate of write-offs,
adjusted for economic factors that Include expected recoveriss, the current esonarnle environment, pertinent
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market studies, and obsarved customer béhavlor, The allowarice is adjusted perfodically for this experienca rate
and Is maintained untll efther recglpt of payment or the llkelfhood of collection is considered remate, at which
time the allowanee and the corresponding receivable balance are written off.

The following table summarizes SRP's changas In allewsnce for credit losses for the fiscal years ehded April 30 {in
thousands):

2025 2024
Beglninlng balence, May 1 5 5418 5 5,847
Provision for credit losses 12,828 8,866
Write-offs {11,055) {9,295)
Ending balance, April 80 S 7,291 & 5418

Fuel Stocks and Materlals and Supplies

Fuel stecks and materials and supplies are stated at welghted-average costand are valued using the avarage cost
method.

Qther Curcent Liabilities

The aceompanying Combined Balance Shests Include the followling sther current liabilitles as of April 80 {in
thousands):

2028 2024,
Sick, vacaticn and koliday accrual % 61877 & 57,353
Customer prepayments 65,029 65,513
Ermployee Performanee Ifcentive Compensation (EPIC) 52,002 27,412
Post-retirerent benetits 37,022 42,846
Other 115,088 88,089
Total othar current liabllities § 329,919 § 371,213

Other Defeivad Credlts dnd Non-curfent Lisbllities

The accompanylhg Combired Balance Sheets Include the following ather deferred credits and non-currerd
liabilities as of April 30 {in thousands):

2025 2024
Slek, vacation and holiday-accruai 58,816 54,022
Leng-term operating lease Ilabilities 48,671 52,413
Mine réclamation and otheF environmental obligaticns 46,148 47 563
Other 111,668 104,222

Totalother tefarréd credits.and non-gytrent liabilites g 265,401 S 258,220

Financing Costs

Barid diseotint, premium and lssuarice axpenses are deferred and amoartized ysing the effactive interest miethiod
over the tarms.of the related bond fssues,
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Income Taxes

The District, as a political subdlvision of the State of Arizona, is exempt from federal and Arfzona state Ingome
taxes. The Assoclation, as a private eorporation, is not-exempt from. federal and Arizona state Tncome taxes,
However, the Asscdlation s not Ifable-for income taxes of: operations reliting to its acting @s an agent for the
District-cn the bagls 6f a settlament with the Commissioner of Internal Revenue i 1949, which was approved by
the Secretary of the Treasury. The Association s Hable for Income taxes on actlvitles whare !t 5 not acting as an
agent of the District. Ingome taxes related to the Association arid to the District’s whally owned taxable
subsidiarlas’ operations are not material to the.agcompanying Combinad Financlal Statements.

Voluntary Contrlbutions In Lieu of Taxes

As a polftical subdivislan of the State of Arlzona, the District is exempt from property taxatlon. In accordance with
Aflzaria law, the District makes voluntary contributions each year to the Stdte of Arizona, schaal districts, ¢ities,
tountles, towns and other pelitieal subdivisicns of the State of Affzona, for which propetty takes are levied and
within whose beundaries the Distrlct has praperty Included In its-electrie system. The amount paid Ts computed
dnthe same basis as ad valofem taxes pald by & private utllty eorporation with an sllowaice for certain-watsr
related deductions. Such contributions are Ingluded in taxes and tax equlvalents in the Somblned Staterments of
Net Revenues,

Salas.alid Use Taxds

The Distrigt is required by varfous government authoﬁiti'és, ircluding states ahd municipalities, te c_olle_ct and remit
taxes on certalh retall sales, Such taxes are recorded on a net baslz and excluded fram revenues and expansas in
the ascompanying Combired Finanelal Statements.

Concentratlons.of Credit Risk

Financlal irstruments that poteritizlly subject SRP to credit risk. conslst of cash ahd cash squlvalents, temporary
and other nvestments, and ssgregated funds. Certaln balances exceed Federal Deposit Insurance Sorparation
(FDICY Insurad limits or-ara Invested In meney market accounts with investment banks that are nat FRIC insured.
SRP'$ tasH and cash egulvalents, tempatary and. other fivéstmenis, and segregated funds are placed in
ereditworthy finanglal institutions and certalh money market acegunts that Tnvest In U8, Treasury segutities or
other obligations issuad or guaranteed by the U's. government or its agencles or instrumentalities,

The usa of contractual arrahgemenis to.manage the risks. assoclated with changas In energy commedity prices
ereates aradit risks rgsulting frorm the possitiiity of nenperformarice by counterpartids pufsustt ta the terms of
thelr contractual obligaticns. In addition, volatile energy prices cancreate slaplficantcreditexpasure from energy
markst recelvables and mark-to-toarket valuaticng. The District has & gredlt palicy for wholesale countéiparties,
cantinuously onitors credit expasyres and routingly assessis thy findnelal strength of Tts caunterparties. The

District minimfzas credit risk by dealing primarily with cred!tworthy couriterparties, entaring into-standardized
agreeménts that allsw netting of expnsures to and freft a slrgls detinterparty, and réguiting lesters of eredit,
parent guarantees or other collateral when it does not consider the finariclal strength of the counterparty:
sufficient.

Reclasslflcations
For _cqmpara‘t‘i\fe purpeses, cartalfy ampunts. from prier pe’_riods have baén reclassifisd ‘tucmnform 4o the current
period presentation. During fiscal year 2025, amounts previgusly induded within atherdeferrad eredits and pther

non-current lfabilities were reclassifled to regulatary llakilltles In the sccompanying Comblined Balance Sheets.
The raglassifleations had ne impact on total assets, total lbilities, det revenues orcash flows,
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Subsequent Everits

SRP follows autharitative guidange which requirés an entity to evaluate subisequent avents through the date that
the financial statements are available to be-Tssued. Subsequent events for SRP have been evaluated through.June
27,2025, which s the date that the financial stateménts were avallable to be fssusd.

(2) ACCOUNTING PRONOUNCEVIENTS:

In Margh 2020, the: FASB Issued ASU 2020-04, Reference Rate Reforry, as emended, The amendments Try this
update provide optional expedients and exceptions for applying U.5. GAAP to contracts that reference the Lendor:
Interbank Offerad Rate or another referance rate expected to be diseontinued by reference rate reform. In
Dacember 2022, the FASB fssued ASU 2022.06, which amsrided the dates wheh am entity may elact to apply this
update to any time from Mareh 12, 2020 through December 31, 2024. Once elected, the expedlents must be
applied prospectively for all eligible contracts. SRP has not Ideritified any contracts that would be affected by this
updats,

{4)  REGULATORY MATTERS:
The Electric Utility Industry

The Distriet operates Tn a regulated environment In which it has an obligation to deliver elsctric service to
custarriers within Its service area, I 1998, Arlzoni leglslature enacted the Arfzana Flecirlc Power Competition Act
{the Act), which applles to publlc power entities ilke the District. The Act authorized sompetitfon in the retail sales
of electrie generation, recavery of stranded costs and competition In billing, metering and mster reading. While
retail compstition was. available to all customers by 2001, only a few ¢ustomers choge an alternative energy
provider, and thase custoniers returned to thelr Tneambent (itllites,

The Arizona Corporation Gammissian (ACC) regulates Investor-owned.and cooperatively awned utllitles, called
public service carporations In Arizona. The Arizona Legfslature, In the Aet, directed the AGG to adopt rules for
competition simllar ta-what the Arizona Lagislature had gnacted for public power entities, fh 1898, the ACC Issued
fts rules for retal electriccompetition, The ruies were ghallenged ir the ourts and hield to ba Mvalid, A% varlous
titres glnce, numerous erergy service, meter reading and meter service providers, brokers, large Industrlal
¢listamets and merchant power plant owners have uiged the ACC to rainstate somi fotm of retall competition,
but none have been successtul,

Inr sy 2013, the ACC opened an Inquiry Into retail competition and requested that interested pariles provide
comrietite on 4 series of ACC-lssued questinns. The District participated In that Inguiry. Ok September 11, 2018,
the ACC voted toclose the ingulry Into whether the ACC should considar dersgulation of the Arlzora electrieity
market. The ATC's actfon was censlstent with the position advocated by the Distriet but there was Tnsufficient
support to madify the rdles of competition. However, effective July 1, 2012, the ACC agproved & huy-thriugh
program for a major utllity allowlng & Imfted number of large industrial customers to purchase genaration from
other providers. InDecember 2020, the ACC approved & similar buy-through program for & second majer utility in
thie $tate. The ACC contindes to evaluatethese prograins as part of rate case proceedings ard centinues to medify
thesa programs as needed.

in August 2021, an entity flled =pplication to provide cormpetitive electric genaratfon senvices In Arlzonaunder the
1998 law, This actfon led ta discussions which resulted inthe ACC requesting a legal opinion from the Arizana
Attorngy General, This agtion restlted I an ACC dltective stating that all matters be held In abeyarice untll 5
finding from the Attorney Genaral s received. That opition was notlssiad and there was a changein the Atrorney
General. The new Atterney General has not signaled fhterest Tn lssulng an-opliion,

12




Duting the 2022 legislativa session, House BIll 2181 was énacted and has slhce betome effective. Housé Bilt 2101
repealed statutes and removed the requitement that acompetitive market exfst In the sale of electric generation
service fn-Arfzona. As part of the House Bill 2101 stakeholder process, the District negotiated an agreement that
creates ifs pwn huy-through program. The District Board approved the program In September 2023 and the
program began in January 2024.

Regulation and Pricing Politles

Under Arizona law, the District's publicly elected Board -of Directors (the Board} bas the authorlty to establish
eletirle pricss. The Districtis required to follow egrtain public natice.and speclal Board meeting pracedures before
implementingany changes in thestandard electric prize plans, The financial statements refisct the pricing policles
af the Board.

Thie District's-price plans Include abase price component and a Fusl and Purchased Powar Adjustrent Mechanism
(FPPAMY}, Base prices recover costs for generatlon, transmisslon, distributicn, customer services, metering, meter
reading, blllingand collections, and system benefits charges that.are not otharwlse recoversd through the FPFAM,
The FPPAM was implemented 1n May 2002 to adjust for Increases and decreases in fuel casté and, as of
May 1, 2019, also Includes renewable purchased power agreemerits. Through a system benefits charge to the
District's transmisston and distribution customers, the District recovers the costs af programs benefiting the
genéral public, such as discgunted rates for low-ntorie tustorners, eneigy efficiengy and nuclear
degemimissianing; ncluding the cost of spent fuel storage.

Cn September 9, 2024, tha Board voted to approve a 3:9% increase ta FPPAM pricas effective November 1, 2024,
Cri December 2, 2024, SRP opened a public pricirig protess seeking changes to standard -electric price plans. Oni
February 27, 2025, the Board voted to approve a 4.6% Increase to bass prices and a 1.8% decrease to FPPAM
prices, for a net overall Increase of 2.4% effective November 1, 2075,

Regulatory Accounting

$RP actounts for-the financlal eifects of the regulated portioh af Its operationsin dccordance with the provisiors
of authotltative guidance for regulated enterprises, which requives cost-based, rate-regulated utilities to reflact
the impacts of regulatory declslons in theli-finarclal statetnents. SRR records ragulatory assets, which represent
probzble future recovery of certaiii ¢osts from custormers through the prlelng procéss, and regulatery liabilities
which represent probable future eredits to customers through the pricing process or current collections fer futurs
expected costs, Based on actlons of the Board, SRP belleves the future collection of costs deferred as regulatory
assets Is probablé. If everits were Yo otcur making recoveiy of these regulatary asséts ho [ohgar pribable, SRP
would b required to write off the remalning balance of such assets as.a bre-time tharge to net revenuas. None
‘of the regulatory assets earn a return.
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The ageompanylng Combined Balarice Sheats Include the folfowing regulatory assets and liabilitles as of April 30
{in thousarids):

2025 2024

Assats

Pension ard other post-retirement benefits (Note [12]} & 402,197 % 218,562

Bend defaasance 55,624 67,603

Othet 14,103 16,590

Total régulatéry assets 8 475,924 % 302,845
Llabliities

Nugleardecommlssloning B 482,276 § 490,415

Depreclation 44,362 51,186

Bond defeasance 74,009 26420

Accumulated cost of rerioval of plant assets 215,065 £8,168

Total regulatery liabllites 8 giaglz § 605,219

The perision and other post-retirement bereflts ragulatory asset is adjusted ds changes |h actuarlal gains and
losses, prior service costs and transifon assets or abllgations are recognlzed as components of net pericdic
pension costs each flscal year and f§ recovered through prices charged to custornérs.

Band defeasarice regulatory assets and llabilitles:are racovered over the remalning original amortization periods
of the reaceulred debt ending In various years through Hlscal year 2049..

The nuclear decommissioning regulatory liabllity is any difference betwesrcurrent fiscal year costs and revenues.
assoclated with nuclear decammilssloning ard eamlngy {fosses) on the NOT. Such amounts aré deferred i
acéardance with authoritative guldance for regulated enterprlses and have nelmpact to SRP's earnings.

The depreciation regulatory lizbllity, which results fram depreciatlon that s accelerated Ih excess of strafght-line
depreciation; is belng refunded cver the estimated remalning lives of the assets.

The regulatory liabllity faraceuriulated cost of remaval of-plant assels is anvestimaticnof future costs qf reémoval
af plant:agsets not covered by an asset ratirement obligation andis adjusted as actual expenses are paid,

() REVENUES:

SRP generates revenues primarily from the sale and delivery of eleciricity to retall customers. Retall revenues,
ineluding unbilled atnounts, are genarally recognized over time based upon volumes delivered hecause the
gstomet’ consumes the elegtricity as it fs delivered, Retall ravanues are iypieally based on prices sibfect to
repulatory oversight and arg bllied end recelved mionthly. Paymerit s generally due In the month following
delivery. See Note [4], REGULATORY MATTERS, for discusslon of SRP's regulation and pricing palicles. The
gstimated retall reveiue for electrichy delivered bint not et bliled, recoznized n retall glecirle revenuss and
recorded as recefvables, net, was 51515 milllion and $437.1 million for the fiseal years ended and as of
April 30, 2025 and 2024, respactively.

SRP gerierates wholesale reveniss primarlly from exesss energy sdles, which:are recognized overtime & the

engrgy is-dellversd because the qustomer consumes the aleatricity as it js delivered, Payments for wholesale salss
are generally due in the meonth following delivery.
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Some whelesale contracts are accounted foras derivative instrumegnts. Falr value adfustments for these tontracts
Incressed wholesale revenue by $7.1 milllon and $21.4 mithan In flscal years 2025 anhd 2024, respecfively. See
Naote [7], DERIVATIVE INSTRUMENTS.

SRP generates. wransmission revenues by sliowing other éntlties to usé the District’s transiilssion facllities to
transmit power. Payment for teanstnlssion services Is generally due monthly and revenues are recognized over
time betause the customer consumes the transmission service as It 45 provided. Transmisslen revenues are
Ineluded i othet aléetric reverues,

SRP gerigrates telecomiunications revenues by allowlng companies to use the Dlstrlct's infrastrusturd to place
anteninias that are used totransmilt communieations signals. Bayment fer telecommunication services Is generally
due up-front and revenues are recognized over time as the service is provided. Telecommunication revenuss are
included In pther electrit revenues,

SRP- gergrates water ravenues from dellvering water to SRP water custorners through annual charges,
supplemental water charges and varlous other fees. Payment of water charges andfeas Is generally due up front
anrually-anid revenuses-are racognized over time 95 watar is delivered.

The following table summarizes SRP's sources of revepues for the flscal years anded April 36 {in thousands):

2025 2024
Electric
Residaritial $  Zbgbeo7 § 1,871,208
Cammerclal 1,478,555 1,270,553
Cther retall customers 415,069 354,010
Total retall electticrevenues 3,983,609 3492861
Cther slectrlg 71,550 85,681
Wholésale 470,864 543,862
Tota! glectric operating ravenues 4,526,023 4,120:404
Water 83,668 25 491
Total operating revenives S 4550681 $ 41457505

Defarred ravenue balshdes ara inctuded in other current liabilitles and were 51354 milliorand $114.1 million g5
of Aprll 30,2025 and 2024, respectively: The deferred revenues generally represent amounts pafd by orreceivable
from customers for which the assoclsted performance abligation has not yet been satisfled. Substantially all of
the deferred revenua balancés aré revogrized within ona year, SRPs pther ¢ontract assets are not sigalficant,

Contracts with remaliting performanee abligations include the supply:and delivery of various elactric-and water
products-and sarvices, Contracts with varlable volumes and/for variable pricing are axcluded from disclosure of
remalning ‘performance obligaticne because the related congideratian undir the contracts are variable at
inception, Cantract lengths vary fram cancelable to multiyear.

8RPdoes ot disclose the vilue of remaining performance obligations wheni {1} the performance obligation fs part
of a cantract that has an. orlginal expected duration of one year or less, [2) ravenue is recognized from the
satisfaction of the performance obligation In.dccardance with the “right toTavolee™ practical expedient, or (3) the
zonslderatlon 1s allocated entirely fo a whally unsatisfied perfarmance obligation or to a wholly unsatistied
promise to transfer a distinet good er service that forms part of a serles of distinet goods orservices. Afterapplying
these exemptions, SRP's contriacts: with customers have ne materlal tetnaining perdormance obligatisns to
disciose,
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(8) FAIR VALUE OF FINANCIAL INSTRUMENTS:

SRP Invests In U.5. governmant chligations, certificatgs of deposit and other marketable Investmants. Suth
[nvestments are classified as cash and cash equivalents, temporary nvestments, other investments and
segregated funds in the Sckormpanying Combined Balance Sheats dépending on the purpose and durstion.of the.
fhvestrmient, '

Fair Value Optlon

SRP adopted authorlfative guidance which permits an entity to measurs many financlal Instruments and cartaln
cther Jtemis at falr value. SRP has elécted the fair valie option for all Investriert securities other thak debt
securitles glassifled ag held-to-maturity, Election of the fair valye aption for debt securitles requites the-security
to be reported as:a trading security.

The falr value eption was elected because management belleves that falr value best represents the nafure of the
investments. While the investment socurfties held in these funds are reported as trading securfiies, the
investments coniihue. to be managed with a long-term fosus. Accordiigly, all purchasas and sales within these
furds are gresented separately inthe accomparnying Comblinéd Statements of Cash Flows as investing cash flows,
consisterit with thenature and pyrpose for which:the secttties are acquired,

Rezlized and unrealized galns and losses on these Investmants.are Included Tn Investrnert Income, net, in the
aceompanying Combined Statements of Net Revenues.
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The following table summarizes line itemns Included in the accompanying Combinad Balanes Sheats as of Aprll 30
that include amounts recorded at fair value pursuant to the fair value option (in thousarids);

Measurement
Attribute 2025 2024

Gash and cash equivalerits

Cash N/A % 8228 § 1430

Woney market funds Ealr value 671,000 488,000

‘Héld-to-maturity commerelal paper Amortized cost 10,000 -

Tota! cash and cash equivalents 3 €89,228 & 490430
Non-utility propeity.and othar investments

Money market funds Fairvalug 8 18754 $ 18,062

Equity and fixed income Investments Fairvalue 50,311 59,916

Heid-to-maturly debt Investments Amortized cost 262,204 156,787

Nan-utility préperty NfA 185,362 187,794

Total nénh-utillty proparty and othef Investments ] 517,631 & 422559
‘Bagregated funds, net of current portion

Cash N/A 5 - 5 15

Mohey iigtket funds and UStredsury bllls Falrvalug 56,978 2,876

Equity and fixed incoma invesiments Falr value 2,041,481 1,888525

Trading debt Investments Falr value 12,580 10,811

Held-to-maturity debt lavestments. Amaortlzed cost 79,795 79,791

Total segregated funds, net of current portion $ 2191234 & 1,882,219
Temporary nvestments

Held-to-maturity debt investiments Amortized cost § 162,793 & 146,121

Tetal temporary investments 3 162,794 5§ 146,121
Current portion of searegatad funds

Money market funds Falrvglue 5 126,086 § 122,443

Total current portion of segragated funds 5 126,066 § 122,448

SRF's invastments in debt securfties are megsured and reported at amertized cost when therg is intentand ability
to hold the security tQ maturity. SRP's driortized gast arid fair value of hefd-to-maturity dsbt securities were
$514.8 million antd $504.2 millien, respectively, as of Aprll 30, 2025 and $382.7 million and 53637 million,
respectively; as of Aprll'80, 2024, As.6f April 30, 2025, SRP's Investments In debl securities have maturity dates
ranging from May 2025 to February 2036,

#s. of Aptil 30, 2535, the gross Unrecognized halding gains and losses on held-to-maturfty debt securities were
approximately $882 thousand and 511.5millicn, respectively.

As-of Aprll 30, 2024, the Fross unretognized. hulling galns ahd losses on held-te-maturity debt secufitles wete
appreximately $39 thousand arid $19.1 million, raspectively:

SRP's equity (nvestments and trading debt investments arermeasured st falr value with unrealized gains and losses
Irciuded Irfrvestment Income, net. Unrealized gajns and iosses on NDT Investments are Included in the nuclear
decomimissicning regulatary Hability..
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The following tahle summarizes unrealized gains {losses) recognized during the fiscal year eriding April 80 on
trading securitles still held as of April 30 (In thousands):

2025 2024
Non-utillity praperty and other Investments % £534 § 6,404
‘Segregated funds, net of current portion 6,064 187461
Total 5 10,588 & 143,865

[7) DERIVATIVE INSTRUMENTS:
Energy Risk Nianagament Activitles

The District has an energy tisk management program to limit exposure to risks Inherent in normal energy business
operations, The goal 6 the energy risk nisnagement pragram s te méasure arid manage exposure to markef risks,
credit rfisks and aperational Hsks, Specific goals of the: ensrgy fsk managemerit prograrm inelude reduding the
impact of market fluctustions or energy commiodity prices assoclated with customer energy requirements,

reducing excess generation and fuel expenses, meeting fustarner pricing needs and maximizing the valug of
physical generating assets. The District employs established policies and pracedures to meet the godls of the:
energy visk management program using varfous physical and finanelal Instruments, lncluding forward zenéracts,
futures, swaps and options.

Certaln of these trahsactions dra sctolinted for as comirod ity derlvatives and dre récordad In the aecompanyliig
Combihed Balance Sheets as €lther an asset or Habllity. measured at their fair value. Derlvafive instruments and
the related.collateral accounts, if applicable, that are subject ta master netting agreements are presented as a net
asset of liability in the agccompanying Lomblined Bdlarge Shagts. Changes I the faff valig of commodity
derivatives are recognized sach perfod It hist operating revenues and Tneluded n the accompanying Cembined
Statements of Net Revenues and classified as part of operating eash flows in the accomparnying Combined
Statements of Cash Flows. Somg of the District’s sonitractual agreements qualify and are designated for the nasrmal
purghases and normal sales-exception and are not recorded at fair valua: fn the accompanying Combined Balance
Sheets. This exception applies to physical sales and purchases of power cr fusl when ks probable that physleal
delivery will occliry. the prictng provislohs are clearly and clesely related to the uridedlylng dsset; and the
dogunrentation requirements are met. If a cantract guzlifies for the normal purchases and normal sales scope
exceptlon, the District-accounts for the cordract-using settlement accounting (costs and revenues are recordad
when phivsical delivary ocours), SRF has not slected to use hedge accourtiig for Tts derfvative Instrumgnts.

§se Note [8], FAIRVALUE MEASUREMENTS, foraddftional informatian or derlvative valuation,
Detivative Volurnes

The District has the following grass derlvative valumes, by type, as of Aprli 30, 2025:

Purchases
Commodity Unit of Measure  SelesVolumes Volumes
Natura! gas options, swepsand forward arrangements MMBEu 1,880,000 871,409,000
Electricity optiofs, swaps #nd forward srratigaments MWh 28,040 -
Liguefled fizg) swaps Gllon . -3;449,800
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The District hag the following gross derivative volurmes, by type, as of April 30, 2024

_ Purchases

Commodity Unit of Maasure  Sales Volumes Volumos
Natural gas aptions, swaps and ferward arrangements. MiviBtu 17,406,060 355,000,000
Elactricity options, swaps and forward arrarigements: MWh 205,835 -
liqueffed fuel swaps Gallon: - 5,546,400

The followlng tables provide Information ahout the Bross falr values, netting, and sollateral and margin deposits
for derivative hedging Instruments In the accompanying Combined Balance Sheets as-of April 3¢ (in thousands):

2025
Currant Nan-turrent
Cyrrent Non-cusrent commodity Commodity
Commodity Commodity Darlvatlve Derivativa Net Assats
Derlvativer-Assats  Derivative Assets Liahi itfes Liahftitles [Liabilities)
Gummaodities 3 1,745 § 31,485 3 (75594 3 {113,822y & (146;188)
Netthg (10,838} 131,417) 10,832 51,417 . |
Coliateral and marglh:deposits - - 17,831 15,000 33,831 i
Total & 7§ 638 % {48,825} 3 {66405 S {112,355) ]
2024
Cuirent Non-current
Current Non-currant Commaeil ity Commodity:
Commedity Catnmadity Derlvative Darivative Net Assets
Derivative-dssets.  Derhrative Assets ({ahilitles Liabiltties (Ltabilities)
Commoditles ) 6474 & 40,888 3§ {102,400) § (68,608] & (121,659)
MNeifing 16,474} {34,428) 6,474 34,428 -
Callaterat and margln deposits . - 3489 - 5,489
Tofal 4 .5 8,457 (92,445) § (32,181) § (118170}

The followdng tables sumnmarize the District's unreatized gairs {losses| assoclated with derlvatives not designated
as hedglng Ihstruments In the accompanying Combined Statements of Net Revenues for the fiscal year {In
thousands):

2025
Changa’in
Operating Fual Used in Unreatized Galn,
FRovenuas Power Purchased  Electiic Generation [Loss)
Commodities & 7428 % - 8 (28,437 % (21,312)
2024
Chengd In
Operating Fugl Used In Unresitzed Galn
Rey Power Purchased  Eletiric Generation (Loss)
Commodities s 21,837 & 500 8§ {79,118) § {57,179)

Credit-Related Cantlngant Features
Certain of the Distrlct’s derlvative Instruments contaln provisians. that reguire the Distriet to post additfonal
‘eollateral uponeertaln eredit events. If the District's debtwere tofall below investrment gradg, the counterparties

1o the derfvative Instruments colild demand imirediate and origatiig full evernight collateralization ofrdgtivative
Instruments.in nit Itability positlons,
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The aggregate fair value of all derivative Ifabilitles withcredit-risk-related contingent features as of April 30, 2025,
was. §147 L'million. As of April 30, 2025, the Tistrict posted coflataral In the amount of $33:8 milllan as credit
support under energy. contracts for which the collateralization threshold was exceeded. If the credit+isk-related
contingent features urdeilying these agreements were triggerad on Apvl 30, 2025, the District eoutd b required
to post up to $113.3 million of addltional ecllateral ta lts sounterparties.

{(8)  FAIR VALUE MEASUREVENTS:

SRP accounts for falr valug in accerdance with authoritative guidanes, which deffies fair value, establishes
migthods fof méasuring falr valie by applying orie of three obiservible market tectirilgues {rmarket approdch,
{neoime approach or cost approdchy and establilshes raquired disclosures about falr value measurements. This
Buldance defines fair value as the price that would be recelved for an asset or pald & transfer a lability; T the
méet. @dvantagecits market far the -asset or lfability In an drms-fength fransaction hetwesn willing market
particiisants at the measurement date. SRPdoternines falrvalue of most of fts financial instruments based on the
markst appreach, which Is defined as a valuation teghnique that uses prices and. other relevant information
generated by market transactlions liwvolving Tdentical or compsrable assets of ligbilltles. Ceftaln derlvative
posltions are valued using the Income approachy. which derlves falr valua from estimated future cash flows, risk-
adjusted discount rates and other Ihputs.

SRP classlfles its finanelal ifstrumerits Iite the fair value hierarshy based on the inputs lised 6 deterriing fair
value, The falr valug hierarchy glves the highest priority to quoted brices In active markets foridentical assets or
llabllitles {Level %) and the lowest priority to unobservable Inputs (Level 3): The three levels of the fafr value
hlerarehy-are ds fallows:

Level 1: Finanelal assets and llabilitles whose values are Based on uhadjusted quated prices for Tdentlcal
assets or labllities In an active markst.

Level 2: Fihanclal assets and liabilitles whose values are based on quoted prices for similar assets or
liabilities In-active markets, quoted prices for Jdentleal orsimllar assets or liabilidles In Aoh-active markets,
pricing models whose Tnputs are abservable for substaritially the full term of the assets or Nabllifles and
pricing models whose inputs are derfved principally from or corroborated by obiservable market data
thraugh ofralation or other raéans,

level 3; Finanelal assety and Habilities whose values are pased on prices or vzloation techrilques that
require Inputs that are both unobservable:-and slenificant to the overall falr value measurement. These
Inputs reflect menagement’s own assumptions about the assumptions a market parfieipant would use in
pricihg the asset of Hahility,

Assets measurad at falr value:using net asset value {NAV) as.a practical expediafit are ot categorized In the fair
value higrarchy. These assets are listed In the celumn “Other” in the following tables.
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The following table sets farth, by level within the falr Value hlerarchy, SRP's financlal assets and liabilities that
were aceounted for at fair valua on a recurring basis as of April 50, 2025 {in thousands):

Netting and
Laval £ {avel2 Lewve| 3 Other Collateral Total
Assets )
Cash and cash equivalents:
Money-market funds $ - 4 67,000 3 - - % - 5 E7L000
Total eash and cash equivalents - 671,600 - - - 71,000
Non-utility property and ofher investments:
Money markat funds - 18,754 “ - - 18,754
Mutual fdnids 50,811 - - - - 50,311
Tatal npn-tility propertyahd other )
Inyistinents 50,312 18,754 - - - 59,085
Segregatad fends, net of current portlon:
Monzy market funds and US traasury bills - 56,978 - . - 56,078
Mutual furids 2,038,779 - - . - 3,038,779
Commingled finds - - - 2,702 “ 2,702
Governiment secijrities - 12,980 - - - 12,980
Total segregated funds, net of durrdit portion 2,038,778 69,958 - 2,762 - 211,439
Current portion of segregatad funds;
Morieymarket finds - 126,066 - - - 126,088
Tatal current.portion of segrégated furids - 126,056 - - - 126,056
Dativatlve mstranients:
tommodicles ) - 43,017 213 - 42,255) b7s
Total derlvittive Instruments - 43,017 213 42,258) 975
Fotal assets £2,089,080  § 928795 3 213 2,702 & (42,255) . $2,078,545
Llabllitias
Derlvative instruments:
Commedities 4 « 8 {img4e) 8 - - 5 75086 9 {113,330)
Total derlvatlvs instruments - 1189,415) - - 78,085 {113,330)
Total lizbilities & - (189.418) & - - § 75085 S {aissd0)
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The following table sets farth, by level within the fair value hlerarchy, SR®'s financial assets and llabilities that
ware accounted for at fair value on a recurring basis as of Aprll 30,.2024 (in thousands}:

Netting and
Lavel 1 Leval 2 Levs| 3 Other Collateral Total
Asgéts
Cash and cash eguivalents:
Money markes funds 3 - & 480006 & -8 ] - % 4ko,000
“Total cash and cashrequivalents - 489,000 - : - 485,000
Non-utllity preperty-and ot her Investments:
Money market funds - 16,052 - . - 18,062
Mitual furids 59,916 - - - - 59,916
Total ngh-Gtllity propecty and other )
Investmants 59,916 18,062 - - - 77,878
Segregated fundls,.net of current portior:
Moriey market funds - 2,076 - - - 2,976
Mutual funds 1,576,502 - - - = 4,57g,502
Commingled funds - - - 311,624 - 811,624
-Gavernment securitles - 10,911 - - - 10,611
Total segtégated funds; nat of currait portion 1,576,802 13,887 - 311,624 - 1,802,413
Curént portlon of segregated funds:
Moitéy miarket:furds - 422,443 - - - 122,443
Total cutrent porilon of segragated funds - 122,443 - - - 122443
Derivativeinstrimants; '
-Commodities . - 47,186 193 . {40;302) 6,457
Tetal derlvative instrumants . - 47,166 103 - {40,902) 6,457
Total assets $1,836,818 5 690658 8 193 $ 311,624 = & {40903) $_2,593-,291
Llabillitlss
Dérlvative Instruments:
Commadities. § - 3 {Is5428) § {(3800) $ - % 44301 8 (124877)
Totzl derivative tnstruments - {155,138) {3,809) 2 44,391 {124,627)
Total Nabilities & - 1155128) §  (3.800) § -~ 5 44391 3§ .5'124,627!

Valuatlon Methodologies
Securitles

Money market: Junds: investments with maturltles of three mionths or less when purchasad, Iriciuding: certaln
short-term fixed Tncome securities; dre considered cash équlvalents, The falr value of shares Ih-morey market
funds are priced based ‘on Inputs Bhtained from Bloomberg, a pricing service. whose prices are obtalned from
direct feeds from exchanges, that are eltherdirectly-of Indlrectly oliservable, Evé though the NAV of the fund(s)
I5 keptat $1 per shars, and trarsactions Gceur at that price, the underlying value-of the sBturlties may or miay not
be equal to.$1 per share; tharefore, these funds are classified as Level 2 inthe falrvalue hierarchy.

Mutual funds: The falr values. of shares In mutual funds are based on inputs that are quoted prices in active
markets for Tdentical assits and, thefefore, have been tategorized &8 Level 1 I tha fair value higfarehy. This
category fray include exshange-traded funds, which are similar to mutual funds fn thelr structure but trade
actively on.exchanges llka stocks. Mutual funds are priced using activa market exchanges,

Commingled furds: Commingled funds.are malntained by Investient corhpanles and hold ecertain investments in
acenrdancs with a stated setef fund objactives, which are canslstent with $RP's overall rvestment strateay, Far
equity and fixed-Tnceme commiingled funds, the fund adminlstratarvalues the fund using the NAY perfund share,
derlved frani the qudted prices Inactive markets of the Lndirlylng securities, Investmérits in néh-aublicly traded
coripanies held in private equity funds ave valued based on good-falth &stitmiztes of falr value performed by the
fund ranager. Commingled funds are measured at fair value using NAV as a practizal expedient and ara not
categotized ik the falrvalug Kerarchy: Thiese assels are llsted as “Othér” in the falr value hierarghy.
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Government segurities: The falr value of government securities Is darived from quoted prices en simllar assets in
active or non-active markats, from pricing models whose inputs are observable for the substantfaliy full term-of
the asset, or from pricing models whaose inputs are derlved principally from or corroborated by ohservable market
data through correlation or other means; therefore, thase securitles have been categorizad as Level 2 in tha fair
value hierarchy.

Commedity Derlvative instruments

The fait values of gas swaps and power swaps that are priced based on fnputs using quotad prices on publishad
exghanges or Indexes have heen categorlzed as Level 1 in the falr value hierarchy. Thess indlude.gas and power
swaps traded on exchanges.

The falr values of gas swaps, powar swaps, gas options, powet optlons and power deals that are priced hased on
Inputs chitalned through pricing agentles and developed pricing rivdéls, using similar observable items In gective
ahd Inactive markets, are tlassifiad as Lave! 2 in the falr valug herarchy.

The fair values of derlvative assets and llabllitles that are valued using pricing models with signifleant unobservable
market data traded In less active o underdeveloped markets are classifled 48 Level 8'in the fafr value hierarshy.
Level 8 tems includa gas swaps, powsrswaps, gas opticns, power options and power geéals. These inputs refleit
management's own assumptichs about. the assumiptians a market partieipant would use In pricing the asset or
Hability.

SRP perfodically travigacts at locations, market price palnts or in time blocks that dre non-standard or Hlllquid fer
which no prices ars avallable from an lndependent pricing source; In thase cases, SRP appliss adjustments based
on historical price curve refationships to a more lfquid ptice polnt as a proxy for market prices. Suck transactions
are-classified ag Lavel 3,

SRP estimates the falf value of certaln of Its options using Blagk-Scholés tption priclng motels, which include
inputs such as implled volatitity, correlations, interest rates and forward price curves.

Al the assumptions above Include adjustments for counterparty eredtt risk, using credit defsult swap data, bond
ylelds, when avallable, or external creditratings,

$RP's agsessment of the significance of a particular Input to the fait value measurements requires Juggment and
ray affeck the valuation of falr value assets and Ifabilitles @nd their placement within the falr value hierarchy
levels: SBP raviaws the assumptions underlying its contracts monthly,

The following tablé provides quartitative information kgardlng significant unobservable-inputs In SRFs Leval 3
fair value measurements asof April 30, 203s:

Falt Value {in thousaids) Unohservable Inputs
Weighted
Assots Liabilities Range Avarage™®
Optioh contracts $ 213 % -
Market prics per MWh $27.02 -527.02 27.02
Power volatl! ity 42,41% - 41.41% 41.41%
Market prica per MMBtu $1.79-51.79 $1.79
Gas volatility 75.40% - 76,40% 76.40%

*Unabservable Inputs weté walghted. by the relative commoadity quantity In éach contract.
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The followlrg table provides quantitative Information regarding significant unobservable inpuyts in SRP's Level 3
falr value measurements as of Aprli 30, 2024:

Faix Value {in thousands) Unohservabla lnputs
' Weighted
Assots ~ Liabilitles Range Average™
Optlen contraicts $ 193 § (2,890}
Market price pet MWh $19.48 - $108.14 59.42
Power volatility 37.56% - 82.08%. 50.47%
Market price per MMBtu $1.07-57.31 $3.11
Gas volatility 35.10% - 114.0D% 57.89%

*Unobservable Inputs were welghted by the relatfve commadity quantity In‘edch contract,
See Note [7], RERIVATIVE INSTRUMENTS, for additional detsil of derivatives,
Investments Calculated at Net Asset Value

As of April 30, 2025, the falr value measurement of Invastments calculated at NAV (or its equivalent), as well as
the nature and risks of those investments, ls ag follows:

Eair Value Unfunded Rademiption Redemption
{in thousands) Commitments Freguancy Notlce Perlad
Commingled funds: .
Private equity furid 2,702 $2.2 milllion N/A N/A
Total commingled funds 5 2,702

As of Aprll 30, 2024, the fair value measurement of Investments calculated at NAY {or ts equivalent), as well as
the nature and risks of those invastments, [s as follows:

Falr Value Unfunded Redemption- Redemptlon
{inthousands) Commitments  Frequency  MNotice Period
Commingled funds:
Fixed Income funds § Agg,ga8 None Dally N/A
Private equity fund 1,736 $3.0 millioey N/A NfA
Total commingled funds $ 811624

Eixed income commingled funds: These funds are actively managed funds used by an frvestment manager to
diversify an overgll portfalio of separately managed fixed-income securities. The funds miy invest In fiked-income
securities of varyingduratlan, maturity, eredit-cuality and geographic location, The securities may he hon-UL.S,
securities.

Private equity sommingled fund: This fund Invests primarily tn privately held edrly stage and emerging growth
teghriology eampanies ahd husinesses primarily based in; or having existing or potentlal strategic and sconemie
ties to, the State of Arizons,

Margin and Collateral Deposits

Margin and collateral deposit assets ard liabilitles Inglude gash deposited with, and recelied from, counterparties
and brokers aseredit support under ehergy contracts. The amount of margin'and coliateral depesits varies based
wn changes In the fair value of the positluns. SRP presents lts margin and cash collateral deposits net with Its
derivative pesitions onthe accompariving Combinéd Balante Sheets. Nat margin and collateral deposits {fabillties)
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wera $33.8 milllon and $3.5million as of April 30,2025 and 2024, respectively. See Note [7], DERIVATIVE
HNSTRUMENTS,

Changes in Level 3 Falr Value Maasurements
The tables below include the recongillation of changes to the halance sheet amounts for the flscal years ended

Aprl 30 for commadity: derfvatlve Instruments dasslfied as Level 3 In the fale velue Werarchy; this determifnation
is based upor: uhobservable Inputs tothe overal! fair vafue measurement (In thousands):

2025 2024.
Beginhning balancs, May 1 3 (38897} 5 {18,650)
Transfers outof Lavel 3 - 103
Nét reallzéd and urirealizéd gain (ioss) Theluded In earnirnigs - 4,412
Nat purehases (sales) 213 -
Sattlements 3,697 10438
Ending balance, April 3¢ s 2158 8 {3,697)

Reallzed and unrealizad gdlns.and losses Included In earnings [dentified above are Included in-wholesale revenues,
power purchased or filel used In electiic generation, as appropriatein the accompanying Comblned Statements
of Net Revenues. The transfers out of Level 3 foreachfiscal year primarily represent derivative pesltions for which
thie maturity date has moved te withina tima frame such that there aie published price curves available to use
for petforming the valuations.

FairValue Disclosures

LS. GAAP regulres disclesure of the estimated falr value of certaln financlal instruments and the mathods and
significant assumptions used to estivdte their faiF values. Many but not all of the financial IRstrifhents are
recorded at fair value on the accompanying Combined Balance Sheets. Finandial instruments held by SRP are
discussed below.

Financial instruments for which falr value approximates carrying valuerCartaln financial instruments that are not
carled at fair valug.on the.accompanying Coniblied Balance Shigets sire cariied at amounts that approximate fair
value dua to thelr short-term nature and generally negligible credt risk. Tha frstruments inelude recelvables,
accaunts payable, customers’ deposits, othar current llabilitias, commerdal paper and oans against:the Distriet’s
ravalving llhe-of-credit agreements.

Financiat instruments for which fair value does nat approxiiate carrying volue: SRP presents long-term debt at
catrying value on the accompanylng Combined Balance Sheets. The collective fair value of the District's revenue
konds, inclutling the current portiof, was estimated by using industry-lgading pricinig services from Ihdependent
sourees. & of Aprll 30, 2025 and 2024, the carrving amount of the Tistrlct’s reverive honds, heluding currgnt
portlion and acerued interest, was $6.2 billion and $5.3 blllion, respectively, and the estimated falr value was
$5:8 blllign and 55.0 blllian, respectively. These sstimated. falr vélues are tlassifled a8 Level 2 In the fair value
Blerarchy, (See Note [8], LONG-TERM DEBT, far further discussioriof the District’s ravenue bonds.)
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(9) LONG-TERN DESTY:

Lang-term debt consists of the followlng as of Aprll 30 {in thousands):

Maturity Interest Rate 2025 2024
Revenus bonds
2010 Serlas A 2040 —=2041 4,84%. kS 490,815 % 490,915
2015 Serias A 2034 ~ 2036 3.00% 172,035 867,285
2016 Zerfas A 2026~ 2088 4.00%-5.00% 597,080 626,280
2017 Serfes A 20262039, 5,00% 600,035 €23,555
2019 8erfes A 2026= 2049 3.009-5.00% 72,610 480,875
2020 SerjesA 2026 —2048 2.38955.00%. 174,530 177,330
2020'5¢ries B 2048 ~ 2030 #57% 100000 160,000
2021 Serfes A: 20262029 5.00% 150,880 205,875
2022 Serles A 2030- 2082 B.00% 194,085 193,065
2023 Series A 7079 — 2050 5.00% 500,600 500,600
2023 Seiles B 2043 - 2052 5.00%-5,25% 650,000 $50,000
2024 Serles A 2026 -2054 5.00%-5.25% 555,135 -
2024 Serles B 2039-2042 5.00% 144,865 -
2025 Serles & 204 1= 2048, 5:00% 277830 -
2025 Series B 2026~2037 5.00% 637,230 -
Total revenue honds 5,666,310 4,865,180
Unamartized bond. premium fdiscount), net 510,502 409,589
Uhamertizéd dabt fssuance cgsts (#3,650) (30,428)
Total revenue bonds-eutstanding 6,163,162 5,204,72%
Lommarclal paper 142,570 325,000
Total lonig-teridabt drd shott-tarm dabt 6,305,732 5,589,721
Lesst  Lurrent portioh of lorig-term dekt (295,355} (118,780)
Total long-tarm debt 5 6010377 & 5470841

“The annual maturities of revenue bonds as of April 30, 2025, due {n flscal years ending April 30, are as follows. (Iin
thousands):

2026 $ 152,785
2027 157,980
2028 165,220
2029 174,760
2080 180,985
Thereafter 4,834,650
Tota ¥ ssesato.

Revenus Bonds

Revenue bonds are secured by a pledge of; and a lign on; the revenues of the slectric system, after deducting
apefating gkpenses, @5 deflned In the amended and restated hond resolution, effeetive in January 2008, as
amerdled (Bond Resolutlen). The Bord Resalution raduires the Dlstrict toisharge and collect ravehuss sufficlent
to fund the debt reserve accountand pay operating expenses, debt service.and all other charges and llens payable
out of revenues and income. Under thi terms of the Bohd Resblution, the Distrdct mizkes debt seivice deposits ta
$206.7 million and $208.1 milllen of debtservice related funds as of Aprll30, 2025 and 2024, raspectively.
Addithonally; the Bonid Resoliition requires the Distiictto.malntaln & raveviue bond debt sérvice coverage atia of
1.1 or greater pn cUtstandirig revenue bonds, To be ellgible te lssue additioral revenua barids, the District must
anticipate sufficlert revenues to malntain that ratio post-ssuance. For the fiscal years ended April 30, 2025 and
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2024, the revenue bond debt service overage ratio was 4.4 dnd 4.0, respectively. A substantial portion of the
revenue bonds are callable by the Distict ten years afterissuance,

I February 2023, the Bistrict Issued $500,0 millfon of 2023 Serles A Electrle System Revenue Bonds at anaverage
effective [ntérest rate of 4.2%. The proceeds of the bonds were used to pay costs of issuance and te fund capltal
improvetments of the District:

[n November 2023, the Distrlct lssued $656.0 millien of 2023 Series B Electrlc Systermn Revenus Bonds st an average
effective Interest rate of 4.8%. The proceeds of the bonds were used to pay costs of lssuance and to:fund capital
improvements of the District,

In Cgteber 2024, the District lasued $555.1 millllon-of 2024 Saties A Electic System Reverine Sands at an average
effective Interest rate of 4,294, The proceeds of the bonds were used to pay costs of ssuance and to fund capital
Imprevements of the District:

In Catobier 2624, the Distrlct fssued $144.9 millfor of 2024 Series B Electric System Revenue Borids a1 anaverage
effective Interest rate of 8.6%. The proceeds of the bonds were used to pay costs of Issuance and tofund capltal
Improverents of the Digtrct.

InMarch 2025, thé District lssued $277.9 milllan of Seffes A Elgétric System Revénue Bohds atan average effective
interest rate of A8%. The proceeds of the bonds, along with a $3.8 mlllion contribution from the District, were
deposited Into an externally trusteed irrevocable aceount. The escrow account was used to Tefund $300.0:million
of eutsténding 2015 Series A Bunds. Thie ¥efunding is a non-cash aétivity-on the Combinad Statéments of Cashi
Flows, except far the $3.8 million conttlbution which is a cash outflow far financing activities.

In March 2025, the District Issued $657.2 mlllion of Serles B Efectrlc System Revenue Bonds at an average effective
interest rate of 3.1%. Portlon of the proceeds of the bands, along with 4.54.9 millter eoritrib utiorifrorithe District,
were deposited [nto an extsrnally trustéed frrevacable accouit, The eserow account was used to rfurd
$385.8 millfon of outstanding 2015 Series A Bonds, Remalning proceeds of the bonds were used to pay costs of
issuance arid 1o fund sapital improvements of the District. The refunding Is a nofi-cash. gctivity on the Egmbined
Statemgrits.of Cash Flows, except for the $2:8 million contribution which is a cash outflow for finanglng aetivities,

Interest, Build Ametica Bonds subsidy paymants, and the amartization of bond discount, premium and fssuance
costs on the various Tssues result1n an effective rate of 3.8% over the remaining term of the bonds.

As of Aprll B0, 2025, the District hud authorizatioh to iséue additional Electric System Revenue Bonds totsling
$5.6 billlon In principal amount and Eectric Systém Refundivg Revenue Honds totalinig $11.7 billien in principal
amount,

f10) COMMERCIAL PAPER AND CREDIT AGREEMIENTS:

The District Is authorized by the Board to lssua up to $200.0 million in commerclal paper. The Districi had
$39.:9:million gnd 5500 milllor of Serles C Gamimerclal Paper outstanding as of April 30, 2025 and 2024,
respectively, and an additional $102.7 mlllion and $275.0 millfon of Serjes R-1 Commerdal Paper outstanding as
of April 80,2025 and 2024, respectlvely. As.of April 30, 2025 and 2024, the Series C lssue had a welghted average
interest rate to the District of 3.10% and 8,54%, respectively, As of April 30, 2025:and 2024, the Series D-1 issug
had a welghted average Tnterest rate to the Distriet of 4.40% and 5.37%, respectively. The commareisl papar
matures not more than 270 days fram the date of issuance and [s an unsecured obligatlon of the Dlstrict
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As of April 30, 2025, the District has four revolving line-of-credit agraements {In thousanids):

Criedit Institution, Credit Amount Expiration
U.8, Barnk Natiohal Assocfation 5 209,000 June 27,2025
Bank of Amerfez, N.A. 250,000 Diecerber 8, 2025
1P, Morgan Chase Bank, National Assoclation 178,000 June 28, 2026
TDBank, N.A. 175,000 July 14, 2026

The révolving line-of-credit agréethents support the. $142.6 million of outstanding commercial papsr as of
April 80, 2025. Cgmmiercial paperis classified as surrent partion of long-term debt in the azcempanying Combinad
Balance Sheets.

The revolving line-of-credit-agreements contaln various conditfons precedent to berrowings that include, but are
not limilted to, gompliance with the Goveriants set forth In the agresments, the continued accursgy of
representations and warranties; ne existence of default; ard maintenance of certain irivestment grade ratings on
the Distrlet's revenue bonds, The District was In compliance with the various covenants as of April 30, 2025 and
2024, Alternative sources of funds to sUipport the tommerdlal paper prgram Ihclude existing funds on hand or
the ssuznce of alternative debt, such as revenue bonds.

The remalning unallocated $857.4 millionin cradlt avaflable-underthe four lines of eradit asof April 30, 2025 may
be used ta support the lssuanice of additlonal commiarclal paper or for-other general corporate purposes,

(1) LEASES:

$RP lzases land, buildings, equipment and othar property to facllitate operatlons of generating stations through
operating rental agreements with varying terms; provisions and expiration dztes. SRP also has certaln power
purchase agreements: that quallfy as lease arrangements {PPA Leases). SRP's leases have remaining terms that
explre I 2025 thraugh 2045,

Lessee

SRP enters Into varfous agreements topurchase power,; electric.capacity and other energy preducts that may be
accounted for as a iease when SRP has the right to-determine when and how the generafing unit cperates or Is
deslgnad. SRP may.elect to terrmlfiate certain leases If the profects aredecommissiongd or otharwise permansntly

removed from service, SRP's lease agreements do not cantain any material residual value guarantees or restrctive
covenants,
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SRP recognizes ease assets and llabilitles upon leass commenesment, The fallowlrg tablg provides information
related to the dassification of lease balances on the Combined Balange Sheets as of Apsil 30 (In theusands):

2025 2024
Assets '
Cther deferred charges and other assats

Dperating lease rght-bf-use assets 8 75525 § 82,653

Total lease asséts 5. 15525 & 82,653,
Liabliities ‘

Other current llabllities

shiari-term operating [gase Nabilities 5 7176 & 7,149
Other deferred credlts ane other non-cuarrent Jiabiiities

Long-tetiri operating eage liabilltias 48,671 52413
Total lease [fabilities. % 55,847 § 50,562

The following table provides liformation relatéd to SRP'S.|ease costs fof the fiscal year entled ARl 30, 2025 {in
thousarids}:

PPA Leages Other Lodsos Total.
Opetatligloase gost & . 8 9,838 § 8,838
Varlable lease cost 337,857 - 337,667
Shertsterm lease cost n. 385 385
Total 3 437667 § Eilo ik 847 880

The following table provides Information related to $RF's [gase eosts Tor the fiscal year ended Aprll 3G, 2024 (in
thousands):

PPA Leases Other Laases Total
Operatinglease cost & -8 9634 § 8,634
Varlable lezse cost 164,045, - 164,045,
ShAtittarin lease éost “ 341 341
Tatal § 164,045 $ 8,975 § 174,020

Lease ctists ralated 10 PPA Leases are recordad In power purchased inthe Combingd Statemérits of Net Revenues.
Lease costs for other feasas.are Included 25 a eomponent of ogerating expensas n the sccompanying Comblred
Statements of Net Revenues. Varfable lease costs are recognlzed inthe pariod the costs are Incurred and primarily
relate to renewable snisigy PPA: (gases, Paymerits tindsr most refiewable eiiergy PRA Ledses dre depe et Upan
arwirohmental factors; and dug to the lbherent urigertalnty assdeiated with thesrellabiiity of the eneray setires,
the payments are gensiderad varizble and are excluded from the measurement of lease liabilities and right-of-use
|ease assats,
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The follovilng matutity analysls recorclles expected undiscounted cash flows in years ending April 30 to the
operating lease liability as of April 30, 2025 {in thousands):

2026 8 747
vy 7512
2028 7,842
2029 7,565
2030 7,339
Thergafter 26,680
Total lease commitroents ' 54,119
Less:  Interest ) {8.272)
Total & 55,847

The fellowing tabls provides addifional [nformation. related to:operating lease llapilities, as of Aprll 30

2025 2024
Weighted-average remaining lease term 12 years 11 years
Welghted-average discountrate* 2,08% 1.87%
Cash pald'for leasing arrangements {operating.cash flow), in millions 8§14 7.2

“When an implicl rate s not Peadily determinable, an Ingramental borrowling rate Is utiliz&d, determining the present value
of [eats payments, The raté Is baséd on expectéd terriy aind information avallable atthe-comimehitamient datd,

Lessor

SRP leases land and other assets ta third parties that are classifled as operating:|2ases. These |eases have varying
tefm, provisions, expiration dates and term eftensichi options. Remalifrig lesse terris range from 1 to"90 years,
Lenss Incoma Js reparted Tn other Incamia in the accotpanying Combined Ststameanis of Net Revénues. Durlhg
the fiscal years ended. April 8¢, 2025 and 2024, leasa Income was $6.8 milllfon and $7.8 mlllion, respectively.

The undiseounted'cash flows to be recelved from lease payments in fiscal years anding April 30 are summarized
bielow (it thousands):

2026 5 8,130
2027 7919
2028 7,854
2029 7,994
2030 8,120
Thereafter 933919
Tetal $ 973,935

{12) EMPLOYEE BENEFIT PLANS AND INCENTIVE PROGRANS:
Defined Benefit Pension Plan and Other Post-retirement Banefits
SRP's Eniployees’ Retirement Plar (the Plan) covers substantially all empléyees. Tha Plan is funded entiraly from

SRPeansribytions and the intame earned pn invested Plan assets. $RP contributed 575.0 million fn.each fscal year
ended April-30, 2025 and 2074,

BRP providesa non-centributory defined benefit madical plan for retired employees and thelr ellgibie dependents.

{contributory foremployees hired January 1, 2000 or later) arid a hah-contFbiutarrdefined henefit (ife insurance
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plan for retired amployees, Employaes are ellglble for coverage I¥ they retire at age 65 or oldér with at least five
years of vasted service under the Plan (ten years for those hired Jaruary 1, 2000, or later), or at any tirme after
attalnment of age 55 with a mirilmum of ten years of vested service under the Plan {twenty years for those hired
Jariugry 1, 2000, or later). The fundiagpolicy Ts discrationary.

U.8. GAAP requlies amployers to recognize the everfunded ar underfunded positions of defined benefit parision
and cther postetirement plans in their balance sheefs. Any actuarlal galhs.and losses, prior service costs. ad
transitior d34ets or obligaticns must be Fecorddd on the haldnée shiegt with an offset ta accumulated other
comprehgnsivée Income unitl the ameunts 2re amortized as s compenent of net perfodic benefit costs,

The. Board has. authorized the District to collést future amounts assoclsted With the pefsion and other post-
retfrementplan fabilitles as part of the prieing process, The Districtestablished a regulatory #sset for the amgaunts
otherwise chargeable to accumulated other-comprehensive (ncome that are expected to be recovered through
prices In future perods, The ¢hanges 1n sctudrial galns afd |osses, prlor sérvide. buists and tramsition sssets or
whligations pertaining to the regulatory asset are recognized as an adfustiment to the regulatory assat.or liablity
accounts, as these amounts are recognized as components of net perlodic pensian costs each fiscal year, The
District's amairtiZatianamounts for fiscal vear 2025 were$4,8 million for prlsr servlce tostand $4.3 milllory for-net
actuarfal gain, ‘The District's amortizatlan amounts for flseal vear 2024 were $4.8 million for prior service cost and
80.3 miliion for net-actuarial loss.

The following tables cutline changes in benefit chligatlons, plan assets, the fundsd status of the plans and
amounts-fngfided in tha zooompanying Cormbined Flrarclal Statetnents, &5 of and for the years ended Apill 20 (I
thousands):

Penslon Beneflts Post-retlverent Benefity
2025 2024 20258 ) 2024

Chiangs I benefit obligatipn j ’

Renefit-cbligatlon at beginning of year % 2,490,176 S 2645638 & 674,007 % 725,032

Service cost 815638 68,047 5,909 19,138

Interest cost 14,024 182,178 33319 36,315

Actuarlal loss |galiv) 45,941 {217,390) 93,958 (78:235)

Bénefits paid {141.785) {138,294) (35,947) {33,241)

Plat amendment ks - 1,27F . -

Benefit obligation at end of year 2,506,985 2,490,178 786,542 674,007
Chatige in plan assets ) o

Falr valre of plan assets at beglnning of year 2,754,431 2,623,648 - “

Actualeturn on plan assets 186,415 193,976 - -

Employergantiibitions 75,000 75,000 5,047 33,247

Behisflfs pald 145,759 (138,204) (38,947) {23,24%)

Fairvalugof plan astets at end of year ) 2,867,651 2,754,331 - -
Funded s@tus at eid 6F véar 5 270,666 & 264155 § (786,812) 3 (674,607)
Amounts. recogiiized In Combined Balance Shests

Accumulated post-retiremant a3sat $ 270,666 % 264155 § - % -

Other.cirrent liabilities - . {32,022) 132,846)

Accrued past-retiremant liability - - (749,490). (641,161)

Neét gs3at {llabiliy) récognized 8 270,666 5 254,458 & (786,512). & (874,007)
Amounts recogrilzed as aregulatory asset

Priorsefvice dosk 3 Ech o) 48404 & 1453 $ 244

Nat aituailal logs-(edin) 386,712 287,873 {29:589) {127,459

Net regulatory gsset (labi iy} 5 430433 & 346,277 & (28336) $ {La7715)
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Actuarfal losses related to. changes In the benefit obligation during the year ended April 30,2025 were
$45.4 milllon and $94.0 filllion for penslon benefits ahd post-fétirement berieflis, respectively, primarily due to &
change [t the diseouit rate froin 5.83% fin fiseal year 2024 1o 5,769 in fiscal year 2025,

Adiuarial galiié related to changes Tn the benefit obligation during the yéar endad Aprl 30, 2024 were
$217.4 million-and $73.2 milllart for pension bensfits and post-retirermient Benefits, respactively, primarily dua to
a change:In the discount.rate from 5.18% in fiscal year 2023 to'5.83% in flscal yaar 2024,

The accumuiated bensfit abligatlon for penslon benefits was $2.3 billlon and $2.2 blllion as of Aprll 30, 2625 and
2024, respettively.

SRR Intarnally funds ftsather post-retitement benefits obiigatlon. As.of April 30, 2025 and 2034, $1.3 billion angd
$1.2billlon of segregated funds, respectively, were designated for this purpose,

The welghted-averags assumptions used to calculate actuarial present values of benefit obllgations as-of Aprl 20
wersas follows:

Pengion Benefits Past-retirement Benafits

2025 2024 3025 2024

Discount rate 5.76% 5.85% 576% 5.83%
Rate of coimpensation Increase 4.50% 4.55% N/A N7A

Weightet-average assuimptions used to calculate het pericdic-bienéfit casts werd as follaws:

Penslon Bonefits Pagt-rétirement Beniefits
2025 2024 2025 2024

Discount rate 5.89% g8t 5.83% BAB%
Expected raturs oh Plan assets 7.75%. 7.75% N/A N/A
Ratg of compgnsation [ncrease 450% 4.55% N/A NfA

A 6.75% annual increase’fn per caplts costs of healtheare benefits was assumed during fiscal year 2025; these
rates were assumed fo deerease unifarmly untll equating 4.75% in all future years,

The caripangnts of hat patiodic benefit costs for the flscal years ended Aprl 30 areas follows (in thousands):

Pension Benefits Post-retiverment Benefits

2028 2024 2025 2024
Service cost 5 81,639 § 68,047 & 15,909 & 19,136
Interest.cost 143,024 132,178 98,310 35,318
Expezted return on Plan gssets {228,013) {215,200) - -
Amortization of net actuarial loss (galn) - 158 {4,314) 182
Amertization of prior service cost 4,682 4,682 68 68
et perfodic benefit:cost 3 {15,668} 3 (10,157) $ 49,973 $ 55,702
Plan Assets

The Board has established an investment:policy for Plan assets and has delegated oversight of such assets to &
compensation conimities (the Committes), The ftvestmant policy sets forth the oblective of providing for futurs
penslon benefits by targeting returns senslstent with a stated tolarancecf rlsk. The Investment pelicy s hased an
analys's of the characterlstics-of the Plan sponsors, actuarlal factars, current Plan candltlen, llquldity needs and
legsl requireimerity, The primaty investment strategles are diversifloation of assets, ftated assat allocatien targsts
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and ranges, arid external management of Plan assets, The Committee determines the overall target asset
allocatlen ratie for the Plan and defines the target asset allocation ratlo deemed mast appropriate for the neads
of the Planand the risk tolerance of the District.

The rriatket value of investments (refiectig rétirns; contribuiions and beriefit paymerits) within the Plan trust
appreclated 6.67% during fiscal year 2035, compared to appregiation of 7,549 turiiig fiscal year 2024, Changes in
tha Plants funded status affect the assets and llabilitles recorded on the Combined Balance Sheets In accerdance

with anthoritative glidance for regulated entérprisds: Due tothe Distriot’s raglilatory treatmént, the récognltion
of funded status i offset by regulatory assets or liabliities and s recoversd through customer ratas. There have
beennumierous legfslative changes In recent yaars that have affected fundlng requirerents. The Meving Ahead
for Progress in the 219 Cehtury Act (MAP-21}, the Highway snd Transpbrtation Funding Atk of 2014 (HAFTA), the
Hipartisan Budgst Act of 2015 (BBA1S), the Ametican Rescue Plan Act of 2021 (ARPA), and the Infrastrusture
Investment and JobsAct {IVA) weresigned Into law between mid-2012and the end of 2022. All of these acts have
-Heareased thé lavel of mlnimum téquirgd eontilbutions.

The Plan’s weightad-avarage asset allecations as of Aptil 30 are as fallows:

2025 2024,
Target ‘Actwal  Targef Actual
Allocatlons Allocatlons Allocatlons Allocations
Equity securitles 56%. 56% 60% 62%:
Debt securltidgs 35%. 35% 30% 29%
Real estate 9% 9% 10% £%
Total 100% 100% 100% 160%

The Investment policy, as autherized by the Baard allows managementtoreallocate Fian assets atahy thne within
3 tolerance rarige upito plus.of mihus 5% fiom the targat asset allosation which allows for flexibllly I rvanagivi
the assets based on prevalllng market comditions and doss not require alitomatic rekalancing If the actual
allecation strays from the target allocation,

Ealy Valile-of Plan- Assety

Agsets measured at falr value sinig NAV are riot categorfzed in the falr value higrarchiy, Thise assets,are listed in
the column “Other” in the following tables te permit recandlfation to amounts presented elsewhere.

The faltowing table sets forth the fair value of Plan assets, by asset category, as of April 30, 2025 {in thousands):

Levell Level 2 Dther ) Total
Cashand cash ggulvalents % 9,830 % - 5 - & 9,839
Mutual funds 188,433 . - 188,438
Government securliles - 88,188 - 58,188
Corporate bonds - 922,066 - 822,068
Cormmon stacks 58,523 - - £8,523
LCommingled funds . - 1,302,447 1,302,447
Real g5tateé ‘ - - 258,155 258,155
Tofal gssets 5 296,795 & 1,010,254 3 1,580,802 5 2,867,651
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The following table sets forth thie fair value of Plari assets, by asset catggoty, as of April 30, 2024 (in thousands):

Levell Lavel 2 Qther Total
Cash and tash equivalents 3 g598 $ - 8 - 5 6,508
Mutual-funels 147,543 - - 147,543
Government secutities. - 95,068 . 85,068
Corporate bonds - 492,344 - 692,344
Commen stocks 97,795 - - 97,795
Cammingled furds “ - 1,458,621 1,458,621
Real estate - - 956,367 256,352
Total assets 5 251,685 5 787412 & 1,71498% § 2,754,331

For a description of the fair valug hlgrarchy, refer to Note [8], FAIR VALUE MEASUREMENTS.
Valuatlon Methodologies

Corporate bonds: For fixed-thcome securltlas, multiple prices and price fypes are obtained from pricing vendors
whetiever possible, which enables éross-provider validations i additlon to etiécks for urilstual daily miovenierits,
A primary price soyrce is ldentiffed. based on asset type, class-or issue for each security. SRE has obtained an
understanding of how these prices are derived;, Including the nature and observability of the Inputs used in
deriving §iich prices. Additionglly, SRPselectively corroborates the falr valugs B sedurities by coinpatisonto bther
market-based price sources. The falr valugs of fixed-income secutities are-based o evaluated prices that reflact
‘observable market Tnformation, such as actual trade information of similar securitles, adjusted for observable
differénces, and are categafized as Level 2.

Cominairstacks: The fair valuies of shares in prefefred and comition-corparate stocks-are based on inputs that are
quated prices in active markets for ldentical assets and, therefore, have been-categorized as Level 1 in the falr
value hlevarchy. Equity securittes: held individually sre primiarily traded on exchanges that contaln only: activaly
traded secuiities due to the volumie tiading reguirements imposed b these exchariges:

Real estyie: Real estate commingled funds are funds witha direst Investment [h a podl of resl estate propertles,
These funds are valued by Investment managers on a parodic basis using pricihg models. that use Independant

appralsals frdm sources with professional fualifications. Thawvaluat!diis of the teal estats funds are’ senisitive to

market factors outside the controlof the Flan, indudingnterest rate(evels and econpmie activity. The valuaticns,
although.done guarterly by Independent-quaillfied appralsers, may vary due to these factors.

Foi an &xplanation of the valuation methodologies Lised to determilria fair valus of the assets of tha Planthat are
riot listed abave, refer to Note [8], FAIR VALUE MEASUREMENTS,

Long-term Rate of Refurn

The expected return on Plan asseis Is based on a review of the Plan asset allocatlons and consulfaticns with a
third-party Investment cnsultant and the Plab actdaty, conslidering market and ecohomlc Indieatars, histarical
market returas, correlations and valatility, and recent profassional or 2eademis ressarsh,

Emplover Contributions

SRP expects to contribute $75.0 million-to the. Plan‘over the next fiseal year.

84

A-37




Benafits Paymeits

$RPeéxpects ko pay benefits in the amounts as follows I fiscal years ending April 30 (In thougands):

Post-retlrement Benetits

Pension Benefits Before Subisidy* Nat.
2026 8 148518 & 38073 3 37,377
2027 150,284 39,809 39,093
2028 154,866 41,269 £0,570
2029 158,698 42,659 41,921
2030 162;432 44,134 43,389
2034, through 2038 BE8.864 245,459 241770

*Estimated futire benefit payments, Including prescelption drug benefits, priot to federal drug suibsidy recelpt expected as
a rasulk of the Medfcare Prescription Drug, Improvement and Modernlzation Act of 2003,

Disfiried Contribution Plan

8RPs Employees’ 401{k] Plan [the 401(k) Plan) covers substantially all employees. The 401(k) Plan receives
employes pre-tax and posttax contributions and partial employer matehing contributions. Employees who are
cdniributing to the 401 (k) Plan are eliglble td reckive partial employer matehirg contributlors of 80,90 oh avery
dellar contributed up to the first 6% of their base'pay that they contribute to the 401{k} Plan. Emplayer matching
gontributiens to the 401 (k) Plan were $32.9 milllon and 529.0 milllen durihg fiscal years ended Ap:ll 30, 2025 and
2024, respectivaly.

Employee Perfornianie Incentlve Compengation Progiain

The ERIC program, a cash-based Incenfive program, coverssubstantlally all regalar ermplayees and s based on the
achievement of pre-establishad targets for each flscal year. The total compensation expenss, Inciuding payroll
taxes, recognized for £he EPIC prgrari fof fiseal years ended April 30, 2025 and 2024 was $57.5 nilllion afid
£79:8 millfon, respectively.

Employee Sick Leave Plan

The SRF Employee Sick Leave Plan provides payment to.employees for unused sick laave, Employees accumulate
slek diys atd rate of ohe-day permonth, The actumdlatien, up to the peisonal makiniim, €an be-carried forward
yaar after year. For mast employess; the personal maximum Is 720 haurs. For slék leave hours aceumulated in.
excess:of the personal maxirun, a (ump sum paymerit athalf pay Is made ennually in January of each yearbased.
afrthe hourly fate at {Tivie 6F payrtient, aivd the acoumulated slck Jeave s ther returried to the peisonal maximuirm,

Upon death o ratirament, payment is made for any unused sick leave hours, The payments for death or
retirement are based on the hourly rate-of pay at desth or retiremerit. SRP has an ascrual for unpaid sick leave of
abproxlmatelv 4648 million and $59.2 milllon:as of April 83, 2025 and 2024, respectively. The aecrual is recordead
fivother current [fabflitles and other deferred credits and nancurrent labilitles on the Combihed Balanea $hests.
The accrual 15 determined actuarially based on varlcus assumptions, including future pay raises, discount rate and
the dmouint of the acerual that-wiil uitimately be pald out,

{13}  INTERESTS IN JOINTLY OWNED ELECTRIC UTILITY PLANTS AND TRANSMISSION FACILITIES:

The District has entered into varous-agresments viith other lectrls utilities for the jolnt ownership of slactrlc
generaflng and transmissfon fa'ch'tT'es Each particl’patrng owner Fn the'se facilltles mUSt prov'lda fer Ehe cost of Its.

[n ope_ratlon_s and malnt_snance expense in the ac,cc_ampanvlng Com_blned..statements QfNet R@_\fenua_s.
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The following table reflects the Ristrict's ownership Interests in Jolntly owned facilities at elsctric utillty plants as
of April 30, 2025 {In thousands):

Construction

OQwnershlpy Accamilated Work in
Gerierating Station Shars. Plantin Service  Depieciation Progress
Eaur Corners (NM):{Unlts 4 & 5} 10.00% $ 316,993 ¢  [235575) & 15,094
Hayden{CO} {Unit, 2} 50.00% 193,053 (188,021} 2,498
Cralg{CO) [Units 1 & 2) 29,00% 366800 (365,821} 1,514
Mesquite Common {AZ) 50,00% 86,850 {43,288) 451,
PYNGSIAZ){Unlts 1, 2 8 3) 17.4996:-25,42% 1,804,536 {1,233,928) 44,548
$pringervilie Comimon {AZ) 17.05%:50.00% 46,767 {12,274} 597
Gi'a River Common [AZ) 50.00% 85,717 (29,071} 53,111
Total S 2960,808 8 (2,108,968} 5 66,713

In February 2017, the rion-federal awners of NES deglded todiscantinug thelr parfielpation fn the plant baysnd
the end of the then exlsting lease with-the Navajo Natlon for the land on-which the plant was constructed, In
December 2019, the leasa efided ahd decomimissloning activitiss, Tneluding requlred monitering sctivites, Fagan
and will continue for thirtyfour years, The Distiet holds a 28.2% detommissioning participation rate;
conseguently, the District owns.28.2% of the monltoring assets and thelr Infrastructure which will refriain at NGS
and Wil be deprecleted over thelr remalning Iife,

The followirig table raflegts the Bistrict’s fnvestment In jolntly cwhed transmission Tagllitles as.of April 30, 2025
(Inthousands):

Construction

Accwmulated Work in

Transmicsion Facllity PlantIn Service _Deprediation Prograss
Mead Phoenix § 54,093 & {96,278] § 383
‘Satithwsst Valley 98,622 (81,730) 12,551
Soatheast Valley 206,189 {(73,974) 3,831
Morgan-PInnacle Peak 73,008 (19,880) 252
Southern Transmilssign 83,122 (A2;972) 870
Mesquite 17,646 {7,516) 76
ANPP 161,381 {30,558) 4,983
Kirehe-Knox 12,443 {2,637) &
Teital S 715424 % (284517 § 22,952

The Districi’s ownership interests in the jointly owned trarismission facllities vary by facility.and for the various
projects withiln eagh facility,

(14)  VARIABEE INTEREST ENTITIES:

SRP follows.guidarice that defines 4 varfakile Interest entlity (VIE) asa lagal entlty whiss equity owners do ot have
suffielent equity at risk orlack certain characteristics of a contralling financial Interast in the.entity. This guidance
ldentifias the primary Bendflclary as the varable Interest haldér that has the. powerto direct the activitles that
most slgnificantly affest the VIE's ecohomic petformance (power prite rlon) and has the ohligation to absork losses
or dhe right to receive benefits from the VIE (losses/beneflts criterlon), The primary bereficlary Is required o
cofisglidate the VIE unless: spacific excapticis ar exclusions are tet. SRP corslders both, gualitative and
gilantitative factors fo fobm a concluslon whether It, or-another Interest holdey, mests the power criterion and
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the [psses/baneflts criterlon, SRP- performs ongoing reassessments of its VIEs to detsrmine If the primary
beneficlary changes edch reparting period.

Uncoensolidated VIEs

While SRP is nat required to consolidate any VIE as of Aprl 30, 2025 or 2024, it held varlabla Interests in certain
VIEs as described Gelow,

‘The District has entered {nta various long-term power pirehase agreements with renewable energy.generation
facilities that extend for perieds of 20 ta 30 years. The District recelves the power and renewable enargy credits
from these facilifies. Durlng flscal year 2028, the capdcity of all these facilities combined was approximately
J98MW, The amounts that. the District paid to these projects were $3.31.8 million and 3119.0 milllien for flscal
years 2025 and’ 2024, respectively, With the exceptlon of profects for which the District Is oblgated to pay
vpstatingand Friafitenarice expenses, tha Districtis obligated to pay ehly for actual energy délivered dnd Will have
fio abilgation with respect to any facilities that do ot start cofmenercial oparations, Some of thess agreemants
Inelude a price adjustment clause that will affect the future cost. While certain of these agreements provide a
minirmum production or perforiiance guarantee, the Dlstrct tonsiders all productibn-bssed paymerits: from
renewable fuel source facllitles to be contingent oni future produgtion of the facllily, Therefore, even though
certaln. of these agreements may be-considered finance leases, SRP has not recorded a finance lease obligatien
for guardntéed minimum léasé payments due to the eantingent paturg of sich payments, The DIstrict has
cancluded thatitis not the primary beneflelzry of these VIEs since i does riotcontral operations and maintenanca,
wihich it believesare the primary-activities that most significantly affect the economic activitles of the entity.

‘The-District Is.a part owner of a limited liabllity coripany (LLC) formed during flscal year 2010to market long-term
water stdrage eredits, The Distriet did not make capltal contribiticns nor recefvs capital distributicns, ity flscal
vears 2025 and 2024, The Distrlet’s Investment In the LLC was $8.1 milllon and 37.2 milllon ae of April 89, 2025
ahd 2024, respectively. The District agcounts for [ts Tnvesiiment in the LLC as ariequity method Inveéstnent within
non-utllity property and other Investmients in the accompanying Combined Balance Shaets; The District has a
future maximem exposure up to a $25.0 milllon contributicn limit. The primary risks assoclated with this VIE relate
o this miatkieting of the water storage credits. The District Has songluded thatltls riot the prittary bengficlary of
this VIE sihee it dois not havepower todirect the activities related to the marketihg of the long-termwater storage
credits, which i belleves are the primary activitles that most slgnlficantly affect the ecanbmic activities of the
ahtity.
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{15)  COMMITMENTS AND CONTINGENCIES:
Purchased Power and Fuel Supply
The Bistrict had various firm, non-cancelable purchase cammitments as of April 30, 2025, which are not

recognized in the accompanying Combined Balance Sheets. The followlng table prasents estimated future
paymients pertaining to flrm purchase commitments with remaining terms greater than one year (fh tholsandsj:

Purchased
Power Fuel Supply

Contracts Cantracts Tota)
2026 5 28,467 & 270983 5 249,458
2027 28,8670 127,350 156,000
2028 28,959 79,512 108471
2029 29,099 60,511 89,610
2030 28,824 44,639 78,968
Thereafter 187,765 51,793 249,558

In addition to the commitments in the table above, the Distritt has long-term commedity purchase agresments
descelbed below,

Gas Purchase Agreeraents

In Oetober 2007, the Distiict eitered Intd a 80-yaar gas purchase agreernent with SaltVerds Findngial Corporation
(SVFCY; an Arizona nongroflf corperation formed for the primary purpose of supplying natural gas to the Distrlct,
Undertheagreament, the Districtis commiited to purchase 10,420,000 MMBtu eachyearduring flseal years 2026
threagh 2030, and 83,960,000 MMELE over the balance of the term. The Distiict regelves a discount from miarket
prices.and Ts obligated to pay only far gas dallvered, Payments, net of the discaunt, to SVEC under the-agreement
were$10.1 milllon and $20.8 million In flscal years 2025 and 2024, respectively. The agreement also provides for
payrifent from SYFC to the District of certain excess. cash resultig from a portlon of SVFE's investment thaome,
which affectlvely reduces the prlce the District pays for the gas. The exoass cash amounts regelved by the District
from SVFC were §2.8 million and $3.2 milllon in fiscal years 2023 and 2024, respectively. SVFC is a related party to
the District,

In-tctpber 2024, the Distrlet entered Into a 14-ydar gas.purchase agreement with/PMongan Chase Bank, Undst
the agreement, the District Is committed to purchase 55,000 MMBiu per day for the entlrety of the term. The
price per MMBtu will ba based of & prlce indeicplus ari gpplicable delivery charge. The follGwing table preserits
estimated future purchase valumes t6 the gas purchase agreement {in thoisands):

2027 24710
2028 22,750
2029 23,775
2030 23,725
2031 23,725
Thereatter 225580

Commaodity Purchase-Agreentonts

Irs April 2021, the District efitered Into a comimodity purchase agréement with Southedst Energy Autharity (SEA),
aCopperative District and public corporation organized and exlsting pursuant to the laws of the State.of Alabama.
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Under the 30-year agregment, SEA will $¢ll and dellver to the District and the Distrlet will purchdse, speciied
quantities of natural gas at a market index price, less a spedified discount. The.initial gas defivery perlod (during
which tlime the Bistrict s committed to purchase approximately 5,500,000 MMBtu of natural gas each year) began
In November 2021 3nd Will end In August 2028. That Tnitlal delivery periad will be followed by orie-or inors raset
perlods, during which a recalculated avallable discountwiil be applicable, [ the available discount dusing any reset
perfod Is lass than:the minimum discount specifled Tn the agreement, the District may elect not to take the
contracted guantity of gas, in which event the District will have no rights or Shligations to take ai: pirchase any
gas for the duratlon of that reset perfod.

After November 2028, the District may choose fo.switch the commodity belng delivered from natural gas to
alectyiclty, in-whichrevent electricitywill bedellveted for the duration of the terny, Afterthe initlal discount perlod,
the District’s total potenitlal commitment under this agreement ls 128,320,000 MMBtu natural gas or 12,954,393
MWhof electrisity.

i Junég 2022, the District enteréd lnte a second. comitriodity puichase agrasmerit with SEA. Under this 30-yéar
agreement, SEA will sell and deliver to the District anhd the District will purchase, specified glartitles of niatural
gas at a market index price, lass-a specifled discount. The Inftial gas delivery period {during which ime the District
Is comrtiltted to purthése appraximately 3,620,000 MMBEU of natural gas:each year] baganin lariary 2023 and
will erid Trr June 2028, That Inltfal delivery pariod will be followed by orie or more reset periods, durlng which a
recalculated avallabile discount will be applicable. If the avallable discount:during any reset peried Is less than the
MU disestnt speclfled In the agreemerit, the District may €lect not'to take the contracted quantity of gas,
in whith event the Distriet will Have fo Hlights or obligations to take or purchase ary gas for the duration of that
reset periad.

After Juna 2028, the Distriat may choose toswitehi the commuodity being delivered from matural gas to slectriclty,
It which event elettricly will bis delivered for the duration of the tefm. After thé initisl discount perlod, the
District's total potential comtnitment under this sgreement fs 80,020,000 MMBLY of ratural gas or 10,851,611
Mwh.of electricity,

I Margch 2023, the District éntered inko  third commodity puréhase agresment with SEA. Under this 30-year
agresment, SEA will sell and deliver to the District; and the District will purchase specified quantfiles of natural
gas at a market Index price, less a specifled discount, The Initfal gas dellvery perlod (dutlng which tme the District
ls corothitied Yo plirchase-spproximately 2,760,000 MMBR of natural gaséach year) began in July 2023 and wil
end in May 2629, *That initial delivery petiod willl be fallowed by onie of more reset perfods, duting whichi a
recalculated availablediscount will be applfcable. i the avallable discount during any reset period Is less than the
finipiien discouhit spacified In the agreement, thi Distrlet may-glect to terminate the ggreemait ornot to take
the contragted quanitity of gas, in which event the District will have o rights ‘or ohligations to take o purchase
any gas for the duration:of that reset perlod,

Atter July 2029, the District may.choose to switch the commoadity being delivered from natural gas to electrleity,
i which svént elsctrisity will be delivered for the duration of the, ferm. After the Tnitial discount periad, the
District’s total potential garamitrient under thls agreement Is 72,010,000 MMBto of natural gas or 7,018,583
MWh of electrielty.

in Janbary 2025, the District entered Intd a fourthcommodity putdhiase agreerant with SEA, Under this 80-yaar
agreement, SRP assigned twe existing purchased power agresmients Into @ prepay commadity purchase
agreement. SEA will sell and deliver to the Districl, and the District will purchase specified quantities of electricity
supplies af the purchased power dereenidity tontradtual price; less a speclfied disdourit, The Tnlifal electrleity
delivery perlod {during which tivie the District 15 cormiitted to purchase sn avErage approximately 596,000 MWh
of electricity each year] will begin July 2025 and willend in April 2085. Thatinitial delivery perlod will be followed
by ohg or migre reset perfods, dusing whith 2 reealculated.avallable discotint will be spplicable. If the available
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diseoiint during any reset parlod Is less than the minimum discount specifled In the agreamant, thia District may
elect hot to continue in the prepay commadity purchase agreement, irrwhich event the Distrigt will have te revert
to the orlginal two purchase power agreements.

Afier May 2035, the District misy choose fo.switch thecommiadity Beirig dellvarad from electricity th natiiral, £35,
in which event nztural gas will be delivered for the duration of the terin. After the Inltial diseount petiod, the
District’s tofal potential commitment under this agreement Is 23,385,000 MWh of electricity or
237,405,000MMBtu &f riaturdl ges.

Forall four commisdlty purchase transsctions with SEA, the sxpense for the commodity dellvered, net of diseaunt,
is recogniized fri tokal operating expenses In the Combired Statement of Net Revenues.

Nuclear Matters

Nuclear insurance: Under exlsting law, public liability. claims arising from a single nuclear incldent-ars limited o
$16.3billfon. PYNGS pariicipants instre for this: poteritial fabllity through commerchal Tnstrange eartigrs to the
maxitmurm amount avallable; $300.0millon, with the balante covered by an Ihdustrywide retrospective
assessment program as required by the Price-Anderssn Acti The miakimiilii assessment per reactor per nutlear
frciderit vinder the retrospective program fs $1658 mililan, indluding & 5% sircharge applicable Iri tertaln
efrcumstanees, Baged on tha District’s ownership share of PYNGS, the maximum potentlal assassment would be
$101.5 millten, Ircluding the 5% surcharge.

PVNGS: partlclpants also radlntaln “all risk,” including nuclear hazards, Insurdnce. for ‘ProfErty damage to, and
decontamination of; property at PYNGS in the aggregate amount of 52.8 billfon. The District also secured
insurance agalnst portions of any Increased cost of generation or purchased powerand any business Interruption
resulting Tromm & suddén and Unforeseen accldental outage of dny of the thrée units, The Insufarice coverage
dlfscussad Tn this and the previous paragraph fs subject ta cartain pelley congditions. and exsiusions,

Spent Nuclear Fuel: Under the Nuclear Waste Policy Act-of 1983, the District was required to pay $0.001 per
Kilowatt-haur on its share of net efisegy géneraticn at PYNGS to the U3, Papartmeht of Energy (DOE) through
Apill 30, 2015 for the construction of g site forthe storags of spent nuslear fuel. However, to tate, for varlous
reasons, the DOE has not constructed a sforage site. Accordingly, Arizona Public Service Gompany, the operating
agent foi PYNGS, has congtriicted df on-sité drycask storage facllity tp raceive-and stdie PYNGES spent fuel. PYNGS
biais sufflciert capaaity at its on-site ¢pent fuel sicrage installation tostore all nuclear spent fugluntll December
2077; the end of its first operating licerse period, and a portion of the futurs spent fuel durl ng the period of
eténded oparation, ehdingIn Deceimibiér 2047, As-a result of the DOE riot coristiueting a storagessite for the spent
nugleat fuel, the DOE has made payments tp huclear fagilities to relmburse a portlon bf the costs that Have begn
incurred for fuel storage tordste. SRPreceived $7.0 millionfor fiscal vaar 2025 and did not recelve a payment for
fiscal year 2024. Effective May 15, 2014, the per-kilowatt-hatr charge on. energy gengration at PYNGS was
reduced ta zere. Asimllar chargs. could be raingtated n the futura.

The District's share of on-site Interim storage at PYNGS 1s regovered through the District’s base prlces as &
componentof the system benefits charge. [n Novermber 2023, the updated decommissioning cost study for PUNGS
ident{fied spentfuel starage costs fo be paft of the Distrist's ssset retlrement chligations for PYNGS; A of Aprl
30, 2034, the Oistriet’s accrued spent fusl sforage cost fs Ucluded in asset retirement obligatisng on the
accompanying Combined Balance Shests.

Endlronmental Mattars

SRPYs subject % numerous leglsiative, administrative and regulatory recuirements at the federal, stats and local
tevels, as well as lawsults relative to alr guallty, water quality, hazardous waste-disposal and ather envirenmental
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matters. Contingent losses antl.ehvironmental llabllities arg recorded wheryit is.orobablé a less has oceurred and
the amount of the loss can be reasonably estimated. When & range of the probable loss exlsts and no amount
within the range is a better-estimate than any other amount, SRP records a loss contingency at the mirimum
dmount ih the range, which 1s ncluded n deferred zredits and sther rish-current labilities-on the aceompanying
Combined Balance: Sheets. As of Aprll 30, 2035 and 2024, SRR had accrued llabilitles of $25.1 nilllion and
$269 million, raspectively, for environmental matters, The follewlng topies highlight some of the major
environmierital compliance Issues affecting SRP.

Supetfund; The Unlted States and the State of Atfzoha have superfund programs to govern cleanup of
groundwzter contamination. Nineteen state superfund sites and six federal superfund sites targeting
contgmination .are dctive within the Grester Phoenix metropolltan area, SRP. hag wells: that 4re threatened of
Impacted by graundwater contarination losated in sixteen of the nineteen state superfund sites-and Tn twes of
the:six federal superfund sites, The Assoclation has agreed with other responsible partiesto ¢lean up one federat
siperfund sfte, and oné District faclllity Has beenidentified.as a possible sitirce of sontamination for stother
fetleral superfund-site and ene state superfund site, While SRP Is unable at this time to predict the sutcome of
these superfund matters, it has recorded estimated liabilities to cover-expected llabilies related to these Issues.

Alr qéailty: Compliance with alr quality régulations déslgned to rédute emissiahs from fossit fuel power plants
Wil Increase the cast of, and add to the difficulty of, siting, constructirig and operating dlsctric gerierafing inits
{EGUs}. As a resultof legislative and regulatory initfatives, the District has reduced emissions of me reuryand other
pollutants at jts ccal-flred power plants, The Distriet continually dssesses the risk of palicy Initfativas on Its
generation assats and develops tontinggriey plans as necessary th comply withiutire laws and ragilations relating
to renewable energy and restrieting greenhouse gas emissions.

EPA Carbon Requiations for Electric Generating tnifs — On May 8, 2024, EPA published a final rule {Saction 111
GHG Rule) regulating gresnhouse gases (GHGS) fram EGUs. The Sectioh 115 GHG Bule sets foith Naw Soirce
Perfortanice: Standards {NSPS) for new, modified, and reconstrycted statlanary agmbustion turbing EGUs and
emlsslons guldelings for existing coal- and oll/gas-fired steam generating EGUs. Theruleestablishes distingt *best
systems of emilsslon reduction™ (BSER) arid standards of pérforitiance for affected unfts using defined
subcategortes. The standards for gach subcategory are based on davaloping and estzblishied techriologles,
Including, carbon capture and sequestratlon: {CCS) and natural gas co-firlng, For some subzateporlas, BSER is
Implemiented in phises to dccommicidate articlpated Avaltability oF developing cortrol tachriologles.

Sevgral petltions for review of the Section 111 GHE Rulg were flled in the DG Circyit-Gourt. and have Been
consclidated into West Viiginia v. EPA, Case No.. 24-1120. Various motions to'stay the'Section 111.6HE Rule were
filed ahd denled. The CIC. Clreult Colrt granted EPA'S request to hald this tase In sbeyarice to allow it tima to
[ssua.a propesed reconsfderation rule ir Spritg 2025 and a finsl reconsidsration rule by Degamber 2035, On Jurig
17,2025, EPA published fts proposal torepeal, or secondarily to revise the Sectlon111 GHG Rule. Comments are
due by August 7, 2025, Tha Distritt cannat predict the effects of this niatter 6n Jts finanefal conditlon, net
reventies, and eash flows.at this time.

Mergury and Ali Toxlos Standards —On May 7,2024, EPA published a final rule establishlng newemission standards
for-hazardous air pallutants (HAPS) from coal-and ofl-fired EGUs {May 2024 Rule). For coal-fired EGUs,the May
2024 Rule lowerad the emission limit for filterable particolate matter (FPM,) Which servas as'a surrogate for nons
mercury HAF metals, from the eurrent 0,030 lbs/MiiBtu to 0,610 Tbe/MMBty, The May 2024 Rule reguires
continueus emissions monitoring systems {CEMS) to demonstrate compliance with the fPM standard with an
averaging period of 30 operating days. Affectad EGUs have to.comily with the révised standaids by July 8, 2027,
Ori Aprll 8 2025, President Trump Tssued a proclamation, Regulatary Relief for Certaly Statlonary Sources fo
Promoate American Energy (Praclamation), granting a two-year compliance exemption to EPA’s May 2024 Rule.
Forty-Seven comipanas were notified that thefr sources have beergranted an exemption until July &, 2028, None
of the Distrdet's scurces are Included Tn this exermption. Onlune 17, 76795, EPA published its propesal to repezlthe
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majority of the May.2024 Rule. Corments are due by August 11, 2025, 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 EPA's Reglenal Haze Rule reguire-smisslons-controls known as Best Available Retroflt
Technology (BART) for coal-fired pawer plants and other Industifal facllities that emit air pallutarits that redyte
visibillty in Class | areas, such as natlonal parks. The District has finandial interests in several coal-fired pawer
plants that underwent BART analysis during the first planning perfod of the Regional Haze Rule. The Arizona
Department of Environmantzl Quallty (ADEQ) coriducted an Initial shylysls of Coronddo Generating Statlen and
Sprivgerville Uriit 4 as part of the State implemantation Plan ($1P) development trogess. The ADEQ has lssued
preliminary determinations that additional controls are not warrarited for elther facility, On August 15, 2022, the
ADEQ submitted 7ts SIP revision td EPA. Oh My 31, 2024, the EPA published a proposed rtle to: partially approve

and. partially disapprove ADECs 8P, On Decemiber 18, 2024, EPA published a finai rule partially Jisapproving
portions of Arizona’s SIP pertaining to the long-term strategy and reasonable progress goals (Final Rule). EPA's
Fimal Rule #stablishes a twh-yeat desdling for EPA to promulgate 4 Federal implémentation Plan (FIE), unlass
Arizang submits, and EPA gpproves within that dmeframe, a 5P revision thatsatisfies all statutory and regulatory
reguiremeants conitalned in the Clean Air Act {CAA). On February 14, 2025, the District and Tuesen Electrie Power
Eampany (TEP) Jolntly flled & Petltion for Review of the Final Rulé I the Uhited Statas Couft of Appieal§ folthe
Minth Cireult:and an adminfstrative Patitlon for Reconsidsraiion of the Final Rule with EPA. On Mareh 20, 2025,
the Ninth Clreult lssued-ar order staying the briefing schedule. The District [s evaluating the proposed rule and
cannot predidt the effects on Its fihandial condition, netrevenies and ¢ash flows at this time,

Qzeing Natjohal Ambleirt Al Quallty Standards — PUrsuant to the Clesn Alf Act (CAA), the EPAls required toreview
and, iFapproptiate and necessary, revise each of the established Naticnal Ambient Air Quatity Standards {NAAQS)
at five-year Intervgls. Oy Octobar 1, 2015, thé EPA finalized revisions fo the NAAGS and lowered botli the primary
ati sgeondary gione standard from the 2008 limit of 735 parts per billion (ppb} down to 78 ppb based on an elght
hour average, in September 2018, Arlzona submiltied fts SIF for the 2015 czone NAADS io the EPA.

On February 18, 2024, EPA published a proposed supplemental rule partially disapproving Arizona’s StP-and
expanding &n exnstmg federal impléniertstion plan: referrad to 45 Good Nelghbor Plan to apply to Afizéha
(Proposed Sugplemerital Rule). Under the Froposed Supplemental Rulg, pawer plants and. other industries in
Arizona will be subjact to addltional emisslon cantrol raquiremenits, emissfon monftering and reporting, and
power plants In Afizdng will biet subject to @ NOK Bmissicn trading program durifg ozona season that will dgeur
from Miay 1 fo/September 80 zach year, beglhning in 2025, The freding requirerhents apply to all fossil generation
with nameplate capacity In-excess of 25WMW, The allocation of eriission.allowances will dasraase ovar-a flve-year
period by fixed amounts before transifioning 1o dynamic budgsting. 10 Tis curfent forh, the Proposed
Bupplemental Rule could require the Installation of selective tatalytie reduction {SER) on Agua Fria Unit 8, or
a¢|\ilvalent emission reductfons. The District submitted extensive comments:en-the Proposed Supplemental Rulg
aind caninot predict the effects on its fivanatal condition, net revenues and cask Aows at this time.

On Seplembar 16, 2022, EPA, determined that Maricopa County and portions of Pinal and Glia Counties;
collactively called the Phosnix-Mesa nonattalament area, fafled fo dftaln the 2015 ozene NAAQOS by the
attalnment date of Algust 3, 2021, and reclassifled the Phoeni-Mesa honatieintment ared from inarginal fo
moderate for the 2015 ozane pollytion standard,. As.a result of thig modgrate nopattainment designaton, no
permit may be lssued for a new statlenary source, or for a project at an existing statienary source In a
rionattainiment srga, éxcdpt In conformangé with applicable Nenattalrinient New Sourée Review (NNSR)
requiremerits. Tha Phaenix-Mesa nonattalrment 2rea Was ragulfed to dttain the 2015 standard no later than
August 3, 2024, On April 7, 2025, EPA aninounced [t was rescinding Tts Guidance on the Preparation of the CAA
Secticn 178k Demonstrations. for Nonattdlnment Araas Affected by [nfernationdl Transport of Enmilssions,
Hetording to SPA, this guidange made It unnecessarly diffizutt farstates to demaonstrate that foreign air pollution
fs harming Amerigans within thelr borders. Following the resdission of the guldance, EPA Intends te work with
state'and |ocal alr agencles, like Arizons, to develop the evidence netassary to grant ragulatory relief uhider CAA
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Section 17¢b, On April 8, 2025, the Centér for Biological Diversity (CBD) and Center for Environmental Health (CEH)
filed a complalnt, alleging EPA missed a CAA deadling to determine If the Phoenlx-Mesa nonattalnment area failed
to meet the 2015 NAAQS standards.

The mdderdte nonattainment designationalse resalted in & réqtivémerit for the Stafe &f Arlzofia to madifyits SIP
to address the required controls necessary to achleve the 2015 standard In accordance. with the moderate
nenattalhment deadlines. On October 18, 2023, EPA-publiskied a final action finding that the 11 states, including
Alfioha, falled td subrit SIP fevisions to ﬂddress the reyulred controls necessary to achigve the 2015 70 jpph
standard, This:action starts an glghteen-rmonth sanction slack requirligermissions offsets equivalent to a twe-to-
one ratlo from new or modifled major facllitles and a twenty-four-month sanction cleckimposing restrictions on
federal highway funding. Ih addftian, this fltal detlon triggers-a. two-yaar desdling for EPA to Issie @ federal
lmplemsntation plan. (FIP) for each state that dees fist submilt and receive EPA approval for an acceptable SIP
revision addressing the outstandlng requirements. The sanctions clock can only be stopped if the Phoenlx-Measa
ronatiginfment arga demonstrates-attaltiment with the standard, of the Staté submits afid recelves dpproval for
an accaptable SIF revislon addressing the wutstanding requirements. Gb February 16, 2024, EPA published =
proposed: rute partizlly disapproving Infrastructure SIP submisslons for five states, Including Arfzona, and
#xpanding the'existing Good Nelghbor Federai Implerientation Plan (Good Neighbior Plan) to apply to thess states
(Rropesed Supplemental Rule), Under the Proposed Supplemental Rule, power plants and other Industiias in
Arizona. would be sublect to additional emission controf requlrements, emisstcn monitering and reperting, and
power plants would also b subject fo & NO¥ émlssion ozene. seasan trading program that will be- #pplicable
between iay 1 ta September 30 each year, begihning fn-2025, The trading requirements would apply to all fossil
generation with nameplate capacity in excess of 25MW. The allocatlen of emissTon allowances woild ‘decrease

over d five-year periad by fixed @imounts before transitioniriy {0 dynamie bidgeting I 2038, O Decgmbet 19,
2024, EPA withdrew from fhe Qffice of Management and Budget, review Its ruls to take final action on the
infrastructure SIP submisslon for Arlzona ard the other four states Included In the Proposed Supplemental Rule.
It is urknowin at this tinte whisn EPA will take firfhiaraction on the Arizona SIP, The Distfict cafrot pradict the
effscts on 6 financlal condition, net revenues and eash flows at this fime.

The full significanee of alruality standards and amisslons reduction Inftlatives to the District i kerms of costs and
operational problends is diffleult to predict. In sdditlon, the cost of fossil fuel purshased by the District may
ingrease and gormit fees miay increase significantly, resulting In potentially materlal intraased costs to the District
as well as reduced generation, The District cannot pradict whether additional leglslatlon or rules will be enacted
that will affect the District's operations, thiimpact of any initlatives on the District and, If such laws or rulés.are
ehacted, what the costs to the District might be In the future because of such agtian,

Solid end Hazardous \Waste Management: The: District dlspeses of coal combustion resituals (CGRs,) such as fly
ash, bottom ash and flue gas desulfurization.sludge at CGS Tn a dry landflll and.z wet surface impoundment. At
NGS, disppsal of CCRy was. limited to & dry ash landflll; the Distélet will close the landfill as part of the NGS
decommissianing process. The District alsorowns nterests In joint participation plants, such as Faur Corners, Cralg
Generatlng Station, Hayden Generating Statfonand Springerville Generating Statlon {Springenville), which dispose
of CCRaIn dry storaze ardas.ant in wet surface Impoundiments.

On Octoker 18, 2005, federal criterla for management of CCRs.as salld non-hazardous-waste (CCR rule) bacame
effective, The CCR nule fs self-implementing and genarally reguires CCR disposal units to meeteertain performance
eriteria. Ufits that do net meet thi criterls must stop recaifing CCRs.-and either refraflt to-attain-compliance or
claze, Cogts to somply with this rle indude costs for new groundwater monftoring walls; compilance maonitaring
and the eventual closure of rasidusl porids.and storage areas.

On November 12, 2020, the EPA finallzeda second rule entitled "Hazardousand Soiid Waste Management Systemn:
Disposal of Coal Corribustlan Reslduals from Flestric Utilities: A Hollstic Approach to Clasure Part B: Alternate
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Demonstrations for Unlined Surfate Impoundments {Part Brule),” The Part B rulg establishes procedures to allew
alimited number-of facilitias to continue using alternate liners at existing CCR surface Impoundmients,

Gn November 25, 2020, the District submitted an application under the provisions of the Part B rule to'maka an
glterhate |ifier demaonstration for the CGS wet surfate Impourtment. Tha Dlstriet submiltted its dlternate liner
dermioristratioh on Nevemiber 30, 2021, QnJanvary 11,2022, the EPA hotiffed the District that Itz applization had
been desmed cemplete. Under the Part B rule, the submission of a complete application tolls the Aprll 11, 2021,
cegse recelpt ¢f waste deadline.

On lanuary 15, 2025, EPA Issugd. an ordsr denying the Ristrict’s: Part B application (Part B Ordet), The District Is
evaluating options to challenge the Part B Order. The District estimates that the cost to construct alternate
dispesal capacliy, as required by the Part B Order, will exceed $90 million.

On May 8, 2024, the. EPA promulgated a rule that would exterid the federal CCR regulations totiwo new typas of
unlis; (1) Inactive: CER surface Impaundments. at inagliva faciitles {called eaacy surface Impoundments)yand (2}
coal eombustion residual management units (CCRMUs). A CCRMU Is any area of land on which any non-
tontalrierizel accumilation of CER i3 recelVed, is placed, or is Gtherwise mandged that is not clrirently régulated
a5 ariewar existing landfill or surface Impoundment under the exfsting CER regulatiors. Under the preposedrule;
active facilities with CCRMUS contalning mere than 1,000 tons of CCR must comply with the CCR Rule's
greundwater manitaring, eorrgetive action, clbsare, and post-closure requlteniénits, Priot t6 2015, the Distrct
beneflcally reusad CCR material in sevaral areas or applicatlons of NGS, While the District bellaves ERA% rile T
unlawfui as applfed to CCR material bensflelally used onsite, 1f EPAs rule Is upheld, the: District will heed te
Ghdartake: additional menitarihg ahd clesure setivitied at NGS, Thé District estimates that the total cost for the
plant to comply-with the proposed rule for NGS would be approximately $108 million and the: istrigt's provata
share would be approximately $24 millllon. As of April'38, 2025, the District has recorded an additional $9.0 milllon
89 & asset ratirement obllgation rslated fo. thls matter, See Nots [2], SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES under Asset Retirement Gbligation, The rule became effactive.on Novernber&, 2024, Several groups filed
sultin the D.C. Elreuit Court alleging the rule exceed EPA's authority. On February 13, 2025, EPA’s request to hold
thé case Inabeyanés 10 allow the Trump Adminlstration tiie to raview the underlying rijlé was granted.

Endengered Species: Several spacies listed as threatened or endangered under the Eridangered Specles Act {(ESA}
have been dfscovered inand around reservolrs onthe Saltand Verde rivers, as well as Ci€. Cragln Reservolr, which
is operated by:the District. Potential ESA Issuds alsoex/st along thé Little Coldrado Rivertin the vicinity of CGS and
Springerville. The Tistrict ohtalned incldental Take Permits {ITPs) from the U.S. Fish and Wildlife Sarvice | USEWS),
whilch allow fulf operationof Roosevelt Damon the SaltRiver and Horseshoa and Bartlett Dams on the Yerde River
in 2003 and 2008, The TPs and assoclated Habltat Censervation Plars (HCPs) fdentify the chllgations, such as
mitlgation and wiidlife monltaring, the Distriet must undertake to. somply Wikl the ESA. The District has
established trust funds 1o pay mitigatien and monitoring expenses related to the implementation of both the
Rogsévélt HCP-and. Horsgshoe-Barilett HOP and balleves Tt has redordéd adequate Feserves to cover its related
ohflgations. The District obtalhed ar amendment tothe:Ropsevelt ITP on March 22,2024, to cover impacts tothe
Northern Mexitan Gartersnake (NMGS], which was listed as a threatened speciesin 2014, The NMGS amendment
requlves the District to add 1o the Rooesevelt Dam trust accourt suffisient funds to implement the réguirement
mitigation by March 2029,

In Deceniber 2020, the USFWS amaunced thatTisting the Manarch Butterfly ds endargered or threatengd under
the ESA is warrantfed but precluded by other highet priatity listings, In January 2021, the Center for Biologlcal
Diversity sugd the Departrent of Interlor/USEWS for faliure to list the manharch. The lawsuit resulted fna
settlement requiving USFWS to.subimit a propased finding for the Monarch Butterfly by Deceroberd, 2024, sting
of this specles may have Implicatiens for comstruction and mzintenance activities along the District’s power line
earrldors, If the specles is listed, the Distrlet’s potentfal for “take” liabiltty.is balhg assessad to deterrnlns If ESA

44

A-47




coverage may be required under ESA Section 7 for fedetal tighis-of-wiay er Sectlon 10-4TPs for non-federal rights-
of-way activitias.

Per- and Poly Fluorealkyl Substances (PFAS): When necessary, the District supplaments surface water from its
Salt River and Verde Rivar résgrvoirs with groundwater pumped from iis extensive natwork of 270 groundwater
wells. In conperation with munleipal and other partners; the District also operates and maintains twounderground
storage facilities and one groundwatsr savings facility. Effluent from municipal water freatment plants fs
recharged info underlying aquifers throngh the Distrise's nndergrounid stofage facilities,

PFAS are & group of envirenmentally persistent, widespread man-made chemicals used In Industrisl applications.
and eommercial houssheld products that have recelved atiention as emerging contaminants of concern In the
envirchment. ©n June 15, 2022, EPA [ssued interlm updated drinking: water health advisorles for
perfluoropctanole acld {PFRA) and perfluarooctane sulfonft aeld {PFOS). The Dpdated health advisorles fndleate
that some:negative health effects may ocour with concentrations in drinking water above £5.004 parts per trillion
(ppt) for PFOA and:0.02 ppt for PFOS, EPA’s health advisories are non-enforceable and non:regulatory.

On Aprll 10, 2024, EPA promulgatéd the flnal National Priraky Drinking Watet Regulaticn (NPDWR) under the Safe
Drinking Water Act {SEWA) for six per- and palyfinaroslkyl FFAS substanses [PFAS). The rule-establishes legally
enforeeable maximum contaminant levels for the PFAS substances idantiffed in the rule. The limits would require
publlc water systeiris ta monitar for these chemlcalsand subsagusitly Hatify the pubilic and réduce the levals. of
thiese PFAS compaunds If levels sxgeed the regulatory standards, inaddition, these standards are lTkely to be taken
into account In establishing cleanup levels at contaminated sltes and. may be Incerporated. into applicabfe state
water quality stahdards, On May 8, 2024, EPA designated PFOA and PFQS, Ifcludirg thsir salis and structural
ispmars, a3 CERCLA {Comprekensive Emvironmental Response Compensation and Liability Actk hazardous
substances,

There are no stake regilatory limits.for PFAS in Arizona, The District’is monitoring the regulatery developments
regarding PFAS znd may. incur Thoreased eapltal expeniditures and hiaintenance costs as a result thereof. The
Distrlét cannat predict the effects on its financial eandltion; netrevenues-and cash flows atthis time.

Lagal Matters

Water Rights: The Districtand the Associatlon dre parties to.a state water-rights.adudlestion proseeding inltlsted
i 1874 that-encompasses the entire Glla River System. This praceeding Is pending In the Superlor Court for the
State'of Arizena, Marfeopa County, and will eventually result In‘the detatmination of all confilsting Hghts to water
frdf the Eila River and Its tributarles, Including the Salt and Verde rivits. The District atid the Assptlation are
unable to predict the-uitimate outeome of this proceeding,

I 1978, a water-rights adjutilcation was inftlated In the Apache County $uperior Court for the Siate of Arizona
with regard to.the Little Golorada River System and will:eventually result In the deterrelnation of all conflicting
righis. 13 water from the Litdle Colorsdo River ahd its tributaries, Including Bast Clear Creek, the. location of CC,
Cragin Darm-and Reservolr, The Distrlet fs unable fo pradict the ultmeate cutconte of this proceeding but beliaves
anadequate watar supply for-CGS will remain avallable and that the rights to €.C. Cragin Dam and Reservolr-will
kig confirmed,

Other Litiyqtion: In the normal sourseof husiness, SRP s exposed ta varlous |Itigations or Is a defendant [n various
Iitfgation matters. In management’s-apinicn, except as otherwise noted heraln, the ultimate resciutlon of these
miattars will not have a mizlerlyl advatse effoct ori SRP's financls! position oF results of opergtions.
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Dther Matteks

Selfinsurance: SRP malntains various self-Insurance retentions for certafri casualty and property exposures. In
addition, SRP has Insurance coverage for amounts in excess of fts self-Insurance retentlon levels. SRP provides
reserves based -off management’s best estimats of claling, Including Thcurred but not reported lalms. In
manageman{’s apinion, the raserves establishad for these claims are adeguate and any changes will not have a
materlal adverse effect on SRP's finandial position or results of operztions. SRP records the reserves In deferred
credits and other ndn-cutrent liabilities:on the ageompanying Cornbingd Balance Sheets.
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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 purpott 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 ot 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 atiributable to such
construction or acquisition, as determined by Accounting Practice, and shall include reimbursement 1o 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 Credlit 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.

Debi 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 acerue
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 Qutstanding except by reason of the payment of each Principal Installment on the due date
thereof.,

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

(i} Any security which is (a) a dircct 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;

(ii) 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 Securitics 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 unguarantecd 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,

Llectric System: Propetties 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 hereafier 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, relmbursement or other payment from the federal government of the United States
of America under the American Recovery and Reinvesiment 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.

Invesiment Securities: Any securities if and to the exient 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 developmeni, 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
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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 Sysiem, 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.

Revemyes: (i) All revenues, income, rents and receipts detived 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 (i) 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 invesiments, 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
ptovided 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 (I 10/100) times the maximum
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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 issyance 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 o the Revenues on a parity with previously issued
Seties 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;

(ii} 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
af any Federgl 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 requitements 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
othier 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) Lrrevocable 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 du¢ publication of the notice provided for under
the caption entitled “Defeasance” to the Holders of the Bonds being refunded;
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{¢) 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 Quistanding (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
0 be Qutstanding 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 rclated 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, howevet, 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,
(3) 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 shalf 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 maiuring 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 Cerfain 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 Instaliment 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 afier the due dates thereof. The Trustee shall also pay out of the Debt Service
Account the acerued interest included in the purchase price of the Bonds purchased for retirement.

Amounts accumufated 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. Afier 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 Instaliment, the Trustee shall proceed to call for redemption, by giving noiice as provided in Section
4.03 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 Instaliment 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: I 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 Accouni.

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 timits 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 thercof 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 priotity and otherwise as specified under the
subheading entitled “Payments Into Certain Funds” under the caption entitled “Establishment of Funds and
Applicatiion 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 ameounts 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 Disirict 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 Electtic 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 treaied
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 propetties 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 investrments 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:

() 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 whaisoever 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 shafl 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 1o 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 lo receive during such period of time relating fo 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 firnish 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 indebiedness 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 Eleciric 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 Bends issued hereunder.

The District may sell or exchange at any time and from time fo 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,
(ii) such action shall not impair the ability of the District lo 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 Repores: The District shall keep, in accordance with Accounting Practice, proper books of record
and account of ifs fransactions relating to the Eleciric System and the Funds and Accounts established by the
Resoiution, 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, withinn 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 thercin and disbursements
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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 maiters 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 thercof 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 shalf 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
inierest 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 Defanlt: 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,

(i) 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,

(iit) 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 cenditions on its part in the Resolution or in the Bonds contained, and such defanlt 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 Qutstanding, 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 bankruptey 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 continnance
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 Qutstanding 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

B-12
4858-5115-2865.v1




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 Ouistanding,
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 Quistanding,
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 Defunlt: 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
(i) 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 accounis 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 VITI of the Resclution;

(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 instailments 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) ifthe 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.
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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, shail 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 Resoluiion 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 atiorneys, 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 Resclution 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 Helders 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 [iability 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 1o 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 inferest 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,
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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 Reselution.

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 VIIT 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 afier the curing of all Events of Default which m ay
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 conduet 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
indebiedness;

(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;
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(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 modity 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
arating 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 Ariicle X and Article XI of the Resolution. Nothing in Article X
or Article XTI 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.
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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 Qutstanding, 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 Resohution 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 thereafier
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
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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).

(The remainder of this page intentionally left blank)
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APPENDIX C— FORMS OF BOND OPINION AND SPECIAL TAX COUNSEL OPINION

[UPON DELIVERY OF THE 2026 SERIES 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 Directots of the Salt River Project Agticultural Improvement and Power District (the “District”) and other
proofs submiited 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 § Salt River Project Electric System Revenue Bonds, 2026 Series
(the “2026 Series Bonds™).

The 2026 Series Bonds consist of bonds bearing interest at fixed rates. The 2026 Series 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, __» 2026 relating to the 2026 Series Bonds, and in the manner and upon the terms provided therein
and in the Resolutions (as hereinafter defined). The 2026 Series Bonds are subject to redemption prior to maturity as
provided in the Resolutions.

We have also examined the form of said 2026 Series Bonds.

We are of the opinion that such proceedings and proofs show lawful authority for the issuance and sale of the 2026
Series 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 [DATE] entitled “Resolution Authorizing The
Issuance and Sale of Not Exceeding ${AMOUNT] in Par Value Salt River Project Electric System Revenue Bonds,
2026 Series 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 2026 Series Bonds (collectively,
the “Resolutions™), all duly adopied or executed by the District, as applicable, and that the 2026 Series 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 o pay the necessary expenses of operating and
maintaining the District’s eleciric system, the principal of and interest on the 2026 Series 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 2026 Series 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 tetms, 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 2026 Series Bonds and any pari passu additional Electric System Revenue
Bonds heretofore or hereafier 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 2026 Series 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 2026 Series 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 2026 Series 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 2026 Series Bonds.

Very fruly yours,
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[UPON DELIVERY OF THE 2026 SERIES 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 $ Salt River Project
Electric System Revenue Bonds, 2026 Series (the “2026 Series 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 [DATE] entitled “Resolution Authorizing The Issuance and
Sale of Not Exceeding SJAMOUNT] in Par Value Salt River Project Electric System Revenue Bonds, 2026 Series of
the Salt River Project Agricultural Improvement and Power District, and Providing for the Form, Details and Terms
Thereof” (collectively, the “Resolutions™), (ifi) the opinions of Chiesa Shahinian & Giantomasi PC, bond counse} 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™}, Tn
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 2026 Seties Bonds,

The Internal Revenue Code of 1986 (the “Code”) sets forth certain requirements which must be met subsequent to
the issuance and delivery of the 2026 Series 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 2026 Series
Bonds to be included in gross income for federal income tax purposes retroactive to the date of issue of the 2026
Series Bonds. Pursuant {o the Resolutions, the District has covenanted to comply with the provisions of the Code
applicable to the 2026 Series Bonds and has covenanted not to take any action or permit any action that would cause
the interest on the 2026 Series Bonds to be included in gross incone 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 2026 Series Bonds ([including any original issue discount properly allocable thereto]) is excluded
from gross income for federal income tax purposes under Section 103 of the Code.

2. Interest on the 2026 Series Bonds is not treated as a preference item in calculating the alternative minimum tax
imposed under the Code. Interest on the 2026 Series Bonds will be taken intc 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

8
Salt River Project Electric System Revenue Bonds
2026 Series




THIS CONTINUING DISCLOSURE AGREEMENT (this “Agreement™), dated as of s
2025, 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 § Salt River Project Eleciric System Revenue Bonds, 2026 Series
(the “2026 Series Bonds”) to be issued by the District;

WITNESSETH:

WILEREAS, 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 Reveniue 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 Disirict 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 Disirict hereby agrees to provide the information described herein below with respect to
itself;

NOW, THEREFORE, in consideration of the mutnal 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” shafl 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.

“Financial Obligation” shall mean a (i) debt obligation, (i) 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)
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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
__» 2026, 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 Holdets 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,
commencing with the fiscal year ending April 30, 2027:

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 afier 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
MSRE, 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:

principal and interest payment delinquencies;
non-payment related default, if material;
unscheduled draws on debt service reserves reflecting financial difficulties;

1
2
3
4. unscheduled draws on credit enhancements reflecting financial difficulties;
5. substitution of credit or liquidity providers or their failure to perform;

6

adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed Tssue (TRS 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;
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8. bond calls, if material, and tender offers;

9. defeasances;

10. release, substitution, or sale of property securing repayment of the Bonds, if material,
I1. rating changes;

12. bankruptey, 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 cocurrence 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.

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:

i. 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™;

ii. 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”;

* 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 bui 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 supetvision or jurisdiction
over substantially all of the assets or business of the District.




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. anupdate 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 defaunlt under such notes, other obligations or parity indebtedness;

vi. (a) information as to the cutstanding 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;

viil. (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
Jjudging 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 identity 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 sei 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 presenied on a combined basis including the financial
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.

Section7. 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:

i. 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;

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. for any 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 15c2-12, as well as any change in
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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 permitied 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
procedurcs set forth from time to time by the MSREB.

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 Disirict 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 CONELICT 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.

(The remainder of this page intentionally left blank)
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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 WHEREOQF, 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 AGRICULTURALI,
IMPROVEMENT AND POWER DISTRICT

By:
Jon W. Hubbard
Corporate Treasurer and Senior Director of
Financial Operations & Compliance

1.8. BANK TRUST COMPANY, NATIONAL ASSOCTIATION
as Trustec

By:

Keith Henselen
Vice President
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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 2026
Series Bonds, Reference to the 2026 Series Bonds hereunder shall mean all 2026 Series Bonds held through DTC.
The 2026 Series 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 2026 Series Bonds, each in the aggregate principal
amount of such maturity.

DTC, the werld’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 whoily-owned subsidiary of The Depository Trust & Cleating Corporation
(“DTCC”). DTCC is the holding company for DTC National Securities Clearing Corporation and Fixed Income
Clearing Corporation, all of which are registered cleating 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 2026 Series Bonds under the DTC system must be made by or through Direct Participants, which
will receive a credit for the 2026 Series Bonds on DTC’s records. The ownership interest of each actual purchaser of
each 2026 Series Bond (a “Bensficial 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 2026 Series 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 2026 Series Bonds, except in the event that use of the book-entry system
for the 2026 Series Bonds is discontinued,

To facilitate subsequent transfers, all 2026 Series 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 2026 Seties Bonds with DTC and their registration in the name of Cede & Co.
ot such other DTC nominee do not affect any change in beneficial ownership. DTC has no knowtedge of the actual
Beneficial Ownets of the 2026 Series Bonds; DTC’s records reflect only the identity of the Direct Participants to
whose accounts such 2026 Series 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 Ditect 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 2026 Series 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 voie with respect to the 2026 Series
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 2026 Series 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 2026 Series 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 eredit Direct
Participanis’ 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 Patticipants 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 “strect 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 redemiption 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 2026 Series 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 (ot 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 malke 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 2026 Series 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

The District is a community-based not-for-profit water and power company committed to building a sustainable
future in the Valley. The SRP 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, FY24 Progress Update, and 2035 Sustainability
Goals FY26 — FY30 Action Plans.

Links:
o  SRP Sustainability Qverview SRP (srpnet.com)
¢ EY24 Progress Update | SRP (srpnet.com)
e 2035 Sustainability Goals FY26 — FY30 Action Plan | SRP (srpnet.com)




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)







CONTINUING DISCLOSURE AGREEMENT
Between

SALT RIVER PROJECT AGRICULTURAL IMPROVEMENT AND
POWER DISTRICT

and

U.S. BANK TRUST COMPANY., NATIONAL ASSOCIATION
as trustee

$
Salt River Project Electric System Revenue Bonds
2026 Series _
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THIS CONTINUING DISCLOSURE AGREEMENT (this “Agreement”), dated as of

_, 2026, 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 § Salt River Project Electric System Revenue Bonds, 2026 Series
_ (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
(i1) 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 15c2-12 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 (as defined 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.
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“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.

“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 _, 2026, 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, commencing with the fiscal year ending April 30,
2027:

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
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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:

principal and interest payment delinquencies;

non-payment related default, if material;

unscheduled draws on debt service reserves reflecting financial difficulties;

unscheduled draws on credit enhancements reflecting financial difficulties;

substitution of credit or liquidity providers or their failure to perform;

S o e

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

" 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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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,
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 affect 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.

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:

i. 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”;

ii. 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’;
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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;

Viil. (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 information of both the
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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.
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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:

i. to comply with or conform to Rule 15c2-12 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;

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. for any 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
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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.

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.
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IN WITNESS WHEREOQF, 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:
Jon W. Hubbard
Corporate Treasurer and Senior Director of
Financial Operations & Compliance

U.S. BANK TRUST COMPANY, NATIONAL ASSOCIATION
as Trustee

By:

Keith Henselen
Vice President
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SALT RIVER PROJECT

LETTER OF INSTRUCTIONS AND ESCROW DEPOSIT
AGREEMENT AS TO PAYMENT OF REFUNDED BONDS

2026

U.S. Bank Trust Company, National Association,
as Escrow Agent
Phoenix, Arizona

Gentlemen:

The Salt River Project Agricultural Improvement and Power District (the “District”™) is
issuing its $ Electric System Refunding Revenue Bonds, 2026 Series  (the
“Bonds™), pursuant to a resolution of the Board of Directors of the District, entitled
“Supplemental Resolution Dated September 10, 2001 Authorizing an Amended and Restated
Resolution Concerning Revenue Bonds,” which became effective January 11, 2003, as amended
and supplemented (the “Resolution”) and a “Resolution Authorizing the Issuance and Sale of
Not Exceeding $1,622,000,000 in Par Value Salt River Project Electric System Revenue Bonds,
2026 Series of the Salt River Project Agricultural Improvement and Power District, and
Providing for the Form, Details and Terms Thereof,” adopted by the District on June 18, 2026
(hereinafter called the “Series Resolution” and together with the Resolution called the
“Resolutions”) and is applying $ of the proceeds from the sale of the Bonds,
together with other available funds in the amount of $ , for the purpose of providing
for the payment of the redemption price of and interest on the outstanding bonds of the District
as set forth in Exhibit A attached hereto (the “Refunded Bonds™):

1. The District hereby appoints U.S. Bank Trust Company, National Association, as
successor in interest to U.S. Bank National Association, as Escrow Agent under this Letter of
Instructions and Escrow Deposit Agreement for the benefit of the holders of the Refunded
Bonds. The Escrow Agent hereby accepts the duties and obligations of the Escrow Agent under
this Letter of Instructions and Escrow Deposit Agreement. Receipt of a true and correct copy of
the above-mentioned Series Resolution of the District is hereby acknowledged by the Escrow
Agent. The applicable and necessary provisions of the Resolution and the Series Resolution are
incorporated herein by reference, including the protections afforded the Escrow Agent as a
Fiduciary under the Resolution. Reference herein to or citation herein of any provisions of the
Series Resolution shall be deemed to incorporate the same as a part hereof in the same manner
and with the same effect as if the same were fully set forth herein. All terms defined in the
Resolutions and used herein shall have the meanings assigned to them by the Resolutions;
provided, however, for all purposes of this Letter of Instructions and Escrow Deposit Agreement
the term “Investment Securities” shall be limited to direct obligations of, or obligations which
are unconditionally guaranteed as to full and timely payment by, the United States of America
which are not subject to redemption or prepayment prior to their respective maturities and shall
not be read to include money market mutual funds that invest in such obligations.
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2. There is hereby created and established with the Escrow Agent a special and
irrevocable trust fund designated the Refunded Bonds Escrow Deposit Fund (the “Escrow
Fund”) and, within such Escrow Fund, [a separate account to be designated as the “2015A Bonds
Escrow Account”) (the “2015A Bonds Escrow Account”) and] a separate account to be
designated as “2016A Bonds Escrow Account” ([the “2016A Bonds Escrow Account” and,
together with the 2015A Bonds Escrow Account,] the “Escrow Account”), to be held by the
Escrow Agent separate and apart from all other funds of the District or of the Escrow Agent and
used only for the purposes and in the manner provided in this Letter of Instructions and Escrow
Deposit Agreement. The Escrow Agent shall deliver monthly to the Treasurer or Assistant
Treasurer of the District a copy of the document evidencing each transaction relating to the
Escrow Fund and each Escrow Account therein.

In accordance with the applicable provisions of the Resolutions and concurrently with the
execution of this Letter of Instructions and Escrow Deposit Agreement, the District herewith
deposits or causes to be deposited with the Escrow Agent and the Escrow Agent acknowledges
receipt of, immediately available money for deposit [as follows: (i) in the [2015A Bonds]
Escrow Account within the Escrow Fund in the amount of $ , consisting of
$ from the proceeds of the Bonds and $ of other available funds and
(i1)] in the [2016A Bonds] Escrow Account within the Escrow Fund in the amount of
$ , consisting of $ from the proceeds of the Bonds and $ of
other available funds. The Escrow Agent agrees that promptly upon receipt of such deposit it
shall invest $ in the securities listed in Schedule A (“Schedule A”) hereto. The
securities listed in Schedule A, which are Investment Securities, together with any Investment
Securities substituted therefor pursuant to paragraph 9 below, are hereinafter called the “Escrow
Securities.”

The Escrow Agent shall have no additional power to invest or reinvest any money held
by it pursuant to this Letter of Instructions and Escrow Deposit Agreement. The Escrow Agent
shall, no later than the redemption date for the Refunded Bonds as set forth in Schedule B
(“Schedule B”), transfer from the Escrow Fund to the paying agents for the Refunded Bonds, for
deposit in a paying agent account, an amount sufficient to pay the redemption price of, and
interest on the Refunded Bonds on the redemption date. Such amounts shall be applied by the
Escrow Agent to the payment of the redemption price of, and interest on the Refunded Bonds for
the equal and ratable benefit of the holders of the Refunded Bonds. If on the redemption date,
any of the Refunded Bonds are not presented for redemption, the Escrow Agent shall invest the
moneys available for such redemption and on deposit in such paying agent account at a yield not
in excess of the yield on the Bonds in Investment Securities until needed for such purposes and
in any event scheduled to mature no longer than thirty (30) days after the date of investment
thereof and the investment earnings resulting from such Investment Securities shall be the
property of the District.

3. The District hereby represents, warrants, and certifies to the Escrow Agent that
the Escrow Securities listed in Schedule A are Investment Securities and shall mature at such
times and in such amounts, as set forth in Schedule A, such that, based solely upon the
certifications and calculations made to it by Public Financial Management, the maturing
principal of and the interest on the Escrow Securities together with the cash amount, if any, held
uninvested will be sufficient to pay when due the redemption price and interest due and to



become due on the Refunded Bonds all in accordance with and in satisfaction of the provisions
of the Resolutions.

Any surplus amounts received from principal or interest payments on such Escrow
Securities remaining in the Escrow Fund or amounts remaining in the Escrow Fund after the
payment of the redemption price and interest on all the Refunded Bonds and not necessary to
make payments on any Refunded Bonds or interest coupons which have not theretofore been
surrendered to the Escrow Agent for payment, shall be applied as set forth in paragraph 12
hereof.

4. The deposit of the Escrow Securities in the Escrow Fund and the cash amount, if
any, shall constitute an irrevocable deposit of Investment Securities and moneys in trust solely
for the payment of the redemption price of and interest on the Refunded Bonds and, subject to
paragraph 3 above, the principal of and interest earnings on the Escrow Securities and the cash
amount, if any, shall be used solely for such purposes.

5. The District hereby directs and the Escrow Agent hereby agrees that the Escrow
Agent will take all the actions required to be taken by it under the Resolutions in order to
effectuate this Letter of Instructions and Escrow Deposit Agreement. The liability of the Escrow
Agent for the payment of the redemption price of and interest on the Refunded Bonds pursuant to
this paragraph and the Resolutions shall be limited to the application of the Escrow Securities
and the interest earnings thereon and the cash amount, if any, available for such purposes in the
Escrow Fund.

6. Neither the District nor the Escrow Agent shall, except as permitted by paragraph
9 hereof, sell, transfer or otherwise dispose of the Escrow Securities, except that the Escrow
Agent may effectuate the transfer of such Escrow Securities to a successor escrow agent in
accordance with the provisions of the Resolutions relating to the transfer of rights and property
of successor trustees.

7. (a) With regard to the Refunded Bonds, the District hereby irrevocably
instructs the Escrow Agent, as Trustee under the Resolutions, to mail and/or publish, a notice or
notices of redemption of such Refunded Bonds, at the times and in the manner provided, in a
newspaper which is customarily published at least once a day for at least five days (other than
legal holidays) in each calendar week and in general circulation in the City of Phoenix, Arizona
and in The Bond Buyer, New York, New York or in lieu of such publication in The Bond Buyer,
in a financial newspaper or journal published in The City of New York, the notices required by
Section 4.05 of the Resolution.

(b) With regard to the Refunded Bonds, the District hereby further irrevocably
instructs the Escrow Agent, as Trustee under the Resolutions, to mail and/or publish, a notice or
notices of defeasance of such Refunded Bonds, at the times and in the manner provided, in a
newspaper which is customarily published at least once a day for at least five days (other than
legal holidays) in each calendar week and in general circulation in the City of Phoenix, Arizona
and in The Bond Buyer, New York, New York or in lieu of such publication in The Bond Buyer,
in a financial newspaper or journal published in The City of New York, the notices required by
Section 12.01 of the Resolution.



(©) Any notices required to be given pursuant to this paragraph 7 shall also be
given to any rating agency then rating such Refunded Bonds and any other party required to receive
such notice pursuant to the Resolutions. In addition, such notices shall be provided to the Municipal
Securities Rulemaking Board (“MSRB”) in an electronic format as prescribed by the MSRB. As of
the date of this Letter of Instructions and Escrow Deposit Agreement, such notices are required to
be posted to the Electronic Municipal Market Access system operated by the MSRB for municipal
securities disclosures.

8. The trust hereby created shall be irrevocable and the holders of the Refunded
Bonds shall have an express lien on all Escrow Securities and the cash amount, if any, in the
Escrow Fund pursuant to paragraph 3 hereof and the interest earnings thereon until paid out, used
and applied in accordance with this Letter of Instructions and Escrow Deposit Agreement.

0. This Letter of Instructions and Escrow Deposit Agreement is made for the benefit
of the District and the holders from time to time of the Refunded Bonds, and it shall not be
repealed, revoked, altered or amended without the written consent of all such holders and the
written consent of the Escrow Agent; provided, however, that the District and the Escrow Agent
may, without the consent of, or notice to, such holders, enter into such agreements supplemental
to this Letter of Instructions and Escrow Deposit Agreement as shall not adversely affect the
rights of such holders and as shall not be inconsistent with the terms and provisions of this Letter
of Instructions and Escrow Deposit Agreement for any one or more of the following purposes:

(a) to cure any ambiguity or formal defect or omission in this Letter of
Instructions and Escrow Deposit Agreement;

(b) to grant to, or confer upon, the Escrow Agent for the benefit of the holders
of the Refunded Bonds, any additional rights, remedies, powers or
authority that may lawfully be granted to, or conferred upon, such holders
or the Escrow Agent;

(©) to subject to this Letter of Instructions and Escrow Deposit Agreement
additional funds, securities or properties; and

(d) to make any changes required in connection with the rating of the
Refunded Bonds by Moody’s Ratings (“Moody’s”) or S&P Global
Ratings (“S&P”).

Prior to entering into an amendment or agreement relating to clause (d) above, if
Moody’s or S&P shall have assigned a rating to the Refunded Bonds, the Escrow Agent shall
receive notice in writing from Moody’s and/or S&P, as the case may be, to the effect that such
amendment or agreement will not, by itself, result in the withdrawal or reduction of the ratings
on the Refunded Bonds assigned by Moody’s and/or S&P, as the case may be.

The Escrow Agent shall be entitled to rely exclusively upon an unqualified opinion of a
firm of nationally recognized attorneys on the subject of municipal bonds with respect to
compliance with this paragraph 9, including the extent, if any, to which any change, modification



or addition affects the rights of the holders of the Refunded Bonds, or that any instrument
executed hereunder complies with the conditions and provisions of this paragraph.

The District shall give prior written notice to Moody’s, and S&P of any repeal,
revocation, alteration, amendment or severance of this Letter of Instructions and Escrow Deposit
Agreement pursuant to this paragraph 9. Such notice shall be given in writing to, as applicable:
Moody’s Ratings, 7 World Trade Center at 250 Greenwich Street, New York, New York 10007,
Attention: Public Finance Rating Desk/Refunded Bonds and S&P Global Ratings, 55 Water
Street New York, New York 10041.

Subject to the last sentence of this paragraph, the Escrow Agent, at the request of the
District and upon compliance with the conditions hereinafter stated, shall have the power to and
shall in simultaneous transactions, sell, transfer, otherwise dispose of or request the redemption
of the securities held hereunder and to substitute therefor Investment Securities and also to
withdraw surplus funds, if any, subject to the condition that the money or securities held by the
Escrow Agent shall be sufficient as set forth in the then-applicable independent verification by a
verification agent or the District’s independent financial advisor concerning the adequacy of the
amounts in the Escrow Fund to meet the redemption price and interest requirements when due on
the Refunded Bonds. The District hereby covenants and agrees that it will not request the Escrow
Agent to exercise any of the powers described in the preceding sentence in any manner which
would cause the Bonds or Refunded Bonds to be arbitrage bonds within the meaning of Section
148 of the Code and the Regulations thereunder in effect on the date of such request and
applicable to obligations issued on the issue date of the Bonds or the Refunded Bonds, as
applicable. The Escrow Agent shall purchase such substituted investment Securities with the
proceeds derived from the maturity, sale, transfer, other disposition or redemption of the
securities held hereunder or from other money available in the Escrow Fund. The transactions
described in this paragraph may be effected only if there shall have been obtained: (1) an
independent verification by a verification agent or the District’s independent financial advisor
concerning the adequacy, without reinvestment, of such substituted Investment Securities with
respect to principal and the interest thereon and any other money or Investment Securities held
for such purpose to meet the redemption price and interest requirements when due on the
Refunded Bonds; and (2) an opinion to the District from a firm of nationally recognized
attorneys on the subject of municipal bonds, to the effect that the disposition and substitution or
purchase of such Investment Securities will not, under the statutes, rules and regulations then in
force and applicable to obligations issued on the date of issuance of the Bonds or the Refunded
Bonds, as applicable, cause the interest on the Bonds or Refunded Bonds not to be excluded from
gross income for Federal income tax purposes under Section 103 of the Code. Any surplus
money resulting from the sale, transfer, other disposition or redemption of the Escrow Securities
held hereunder and the substitutions therefor of Investment Securities shall be released from the
Escrow Fund and transferred to the District for deposit in the Revenue Fund.

For the purposes of this Letter of Instructions and Escrow Deposit Agreement, the term
“Escrow Securities” shall not include money market mutual funds, even such funds investing
only in U.S. government securities.

10.  In consideration of the services rendered by the Escrow Agent under this Letter of
Instructions and Escrow Deposit Agreement, the District agrees to and shall pay to the Escrow



Agent its proper fees and expenses in accordance with the agreement therefor reached by the
Escrow Agent and the District, including all reasonable expenses, charges, counsel fees and other
disbursements incurred by it or by its attorneys, agents and employees in and about the
performance of their powers and duties hereunder, from any moneys of the District lawfully
available therefor and the Escrow Agent shall have no lien whatsoever upon any of the Escrow
Securities in the Escrow Fund for the payment of such fees and expenses. The provisions of this
paragraph 10 shall survive the termination of this Letter of Instructions and Escrow Deposit
Agreement. The Escrow Agent shall be entitled to the same indemnification that it receives as
Trustee under the Resolutions.

11. The Escrow Agent at the time acting hereunder may at any time resign and be
discharged from the trusts hereby created by giving not less than sixty (60) days written notice to
the District and publishing notice thereof, specifying the date when such resignation will take
effect in the same manner as the notice required by the Resolutions, but no such resignation shall
take effect unless a successor Escrow Agent shall have been appointed by the holders of the
Refunded Bonds or by the District as hereinafter provided and such successor Escrow Agent
shall have accepted such, appointment, in which event such resignation shall take effect
immediately upon the appointment and acceptance of a successor Escrow Agent.

The Escrow Agent may be removed at any time by an instrument or concurrent
instruments in writing, delivered to the Escrow Agent and to the District and signed by the
holders of a majority in principal amount of the Refunded Bonds.

In the event the Escrow Agent hereunder shall resign or be removed, or be dissolved, or
shall be in the course of dissolution or liquidation, or otherwise become incapable of acting
hereunder, or in case the Escrow Agent shall be taken under the control of any public officer or
officers, or of a receiver appointed by a court, a successor Escrow Agent may be appointed by
the holders of a majority in principal amount of the Refunded Bonds, by an instrument or
concurrent instruments in writing, signed by such holders, or by their attorneys in fact, duly
authorized in writing; provided, nevertheless, that in any such event, the District shall appoint a
temporary Escrow Agent to fill such vacancy until a successor Escrow Agent shall be appointed
by the holders of a majority in principal amount of the Refunded Bonds, and any such temporary
Escrow Agent so appointed by the District shall immediately and without further act be
superseded by the successor Escrow Agent so appointed by such holders. The District shall
publish notice of any such appointment made by it at the times and in the manner described in
the first sentence of this paragraph 11.

In the event that no appointment of a successor Escrow Agent or a temporary successor
Escrow Agent shall have been made by such holders or the District pursuant to the foregoing
provisions of this paragraph within sixty (60) days after written notice of resignation or removal
of the Escrow. Agent has been given, the holder of any of the Refunded Bonds or any retiring
Escrow Agent may apply, at the expense of the District, to any court of competent jurisdiction
for the appointment of a successor Escrow Agent, and such court may thereupon, after such
notice, if any, as it shall deem proper, appoint a successor Escrow Agent.



No successor Escrow Agent shall be appointed unless such successor Escrow Agent shall
be a corporation with trust powers organized under the banking laws of the United States or any
State, and shall have at the time of appointment capital and surplus of not less than $50,000,000.

Every successor Escrow Agent appointed hereunder shall execute, acknowledge and
deliver to its predecessor and to the District an instrument in writing accepting such appointment
hereunder and thereupon such successor Escrow Agent without any further act, deed or
conveyance, shall become fully vested with all the rights, immunities, powers, trusts, duties and
obligations of its predecessor; but such predecessor shall, nevertheless, on the written request of
such successor Escrow Agent or the District, and upon the payment of its charges hereunder,
execute and deliver an instrument transferring to such successor Escrow Agent all the estates,
properties, rights, powers and trusts of such predecessor hereunder; and every predecessor
Escrow Agent shall deliver all securities and moneys held by it to its successor. Should any
transfer, assignment or instrument in writing from the District be required by any successor
Escrow Agent for more fully and certainly vesting in such successor Escrow Agent the estates,
rights, powers and duties hereby vested or intended to be vested in the predecessor Escrow
Agent, any such transfer, assignment and instruments in writing shall, on request, be executed,
acknowledged and delivered by the District.

Any corporation into which the Escrow Agent, or any successor to it in the trusts created
by this Letter of Instructions and Escrow Deposit Agreement, may be merged or converted or
with which it or any successor to it may be consolidated, or any corporation resulting from any
merger, conversion, consolidation or tax-free reorganization to which the Escrow Agent or any
successor to it shall be a party, or any corporation succeeding to all or substantially all of the
corporate trust business of the Escrow Agent, shall, if reasonably satisfactory to the District, be
the successor Escrow Agent, under this Letter of Instructions and Escrow Deposit Agreement
without the execution or filing of any paper or any other act on the part of any of the parties
hereto, anything herein to the contrary notwithstanding.

12. After the payment of the redemption price and interest on all the Refunded Bonds,
any moneys remaining on deposit in the Escrow Fund in excess of the amount, if any, necessary
to make payments on any Refunded Bonds or interest coupons which have not theretofore been
surrendered to the Escrow Agent for payment shall promptly be paid to the District free and clear
of the lien of this Letter of Instructions and Escrow Deposit Agreement and either (a) deposited
by the District into the Construction Fund established pursuant to the Resolution and applied as
provided in the Resolution, or (b) paid to the Trustee for deposit to the Debt Service Account and
applied to pay interest on the Bonds.

13. The District has delivered or caused to be delivered to you, as Escrow Agent, such
other resolutions, certificates, opinions and other documents, including this Letter of Instructions
and Escrow Deposit Agreement, as are necessary so that the Refunded Bonds shall be deemed to
have been paid within the meaning of the Resolutions.

The Escrow Agent hereby acknowledges and confirms that the schedule of outstanding
debt service, including the redemption prices, for the Refunded Bonds as set forth in Exhibit B
attached hereto is correct and exactly corresponds to the outstanding annual debt service for the
Refunded Bonds as set forth on the books of the Trustee for the Refunded Bonds.



It is hereby agreed that under the terms of the Resolutions, this Letter of Instructions and
Escrow Deposit Agreement, together with the Escrow Securities listed in Schedule A and the
cash amount, if any, deposited with you as aforesaid and such other resolutions, certificates,
opinions and other documents delivered to you, constitute all the action required so that the
Refunded Bonds shall be deemed to have been paid and cease to be entitled to any lien, benefit
or security under the Resolutions and, upon your receipt of same, all covenants, agreements and
obligations of the District to the holders of the Refunded Bonds shall cease, terminate and
become void and be discharged and satisfied.

14. This Letter of Instructions and Escrow Deposit Agreement shall be governed by
the law of the State of Arizona.

15. If any one or more of the covenants or agreements provided in this Letter of
Instructions and Escrow Deposit Agreement on the part of the District or the Escrow Agent to be
performed should be determined by a court of competent jurisdiction to be contrary to law, such
covenant or agreement shall be deemed and construed to be severable from the remaining
covenants and agreements herein contained and shall in no way affect the validity of the
remaining provisions of this Letter of Instructions and Escrow Deposit Agreement, so long as
this Letter of Instructions and Escrow Deposit Agreement, as so modified, continues to express,
without material change, the original intentions of the District or the Escrow Agent as to the
subject of this Letter of Instructions and Escrow Deposit Agreement and the deletion of such
portion of this Letter of Instructions and Escrow Deposit Agreement will not substantially impair
the respective benefits on expectations of the District or the Escrow Agent.

All the covenants, promises and agreements in this Letter of Instructions and Escrow
Deposit Agreement contained by or on behalf of the District or by or on behalf of the Escrow
Agent shall bind and inure to the benefit of their respective successors and assigns, whether so
expressed or not.

16.  This Letter of Instructions and Escrow Deposit Agreement may be executed in
several counterparts, all or any of which shall be regarded for all purposes as one original and
shall constitute and be but one and the same instrument.
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The District hereby requests that you acknowledge receipt of this Letter of Instructions
and Escrow Deposit Agreement and indicate your agreement to accept the trust hereby created
and the duties and obligations imposed hereby and by the Resolutions upon you as Escrow Agent
and Trustee in connection therewith.

SALT RIVER PROJECT AGRICULTURAL
IMPROVEMENT AND POWER DISTRICT

By:

Jon W. Hubbard
Corporate Treasurer and Senior Director
Financial Operations & Compliance

On this  day of , 2026, receipt is hereby acknowledged of the foregoing
Letter of Instructions and Escrow Deposit Agreement, and the undersigned agree therewith and
agree to accept the trust thereby created and the duties and obligations imposed hereby and by
the Resolutions in connection therewith and acknowledge receipt of the money deposited
hereunder.

U.S. BANK TRUST COMPANY, NATIONAL
ASSOCIATION, as Escrow Agent for Refunded
Bonds

By:

Keith Henselen
Vice President

U.S. BANK TRUST COMPANY, NATIONAL

ASSOCIATION, as Trustee under the
Resolution

By:

Keith Henselen
Vice President



Exhibit A — Refunded Bonds

Salt River Project Agricultural Improvement and Power District, Arizona
Salt River Project Electric System Revenue Bonds, 2015 Series A

Maturity Date Principal Interest CusSsIP
(December 1) Amount Rate Number

Salt River Project Agricultural Improvement and Power District, Arizona
Salt River Project Electrical System Refunding Revenue Bonds, 2016 Series A

Maturity Date Principal Interest CusSsIP
(January 1) Amount Rate Number
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Exhibit B

Outstanding Debt Service, Including
The Redemption Prices, for the Refunded Bonds

Redemption Price: 100%
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SCHEDULE A

DESCRIPTION OF ESCROW SECURITIES




SCHEDULE B

REDEMPTION DATE
FOR THE REFUNDED BONDS

Payments from 2015A Bonds Escrow Account within the Escrow Fund

Principal
Redemption Date Interest Redeemed Total

Payments from 2016A Bonds Escrow Account within the Escrow Fund

Principal
Redemption Date Interest Redeemed Total
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