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Six strategic priorities
form the foundation for
our future:

Compftiﬁon. :

SRP is committed to cost and
service competitiveness.

Water.

SRP. continues a unique
heritage of storing,
transporting and delivering
walter at a reasonable price.

Environment.

SRP supports balanced
solutions to environmental
issues.

Customer and Shareholder
Service.

Quality service is a high
priority in meeting customer
and shareholder needs.

Employees.

To train and redeploy

. employees rather than

' increase the work force is at
the core of how we will meet
the challenges of change.

Community Responsibility,
SRP focuses on community
activities that benefit
“customers and shareholders
consistent with their

expectations.
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he Salt River Project
Agricultural Improvement and Power
District provides electricity to power
users in a 2.900-square-mile service
wea in parts of Maricopa, Glla and
Plual counties
SRP reservoles feed the 135-mile
anal svatem that, along with other

simaller waterways, carries water to

elght cities, as well as agricultues!

urba irvigators

Electric service area ser 4
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Phoenix
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SEP provides full po o oy v
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SRF provides full power requirements of
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sales o customers for all mining loads
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Technology partnership
plans for the future

This converted Ford Probe is

a research vehicle powered by

electricity. Itis part of a

- partnership that is helping
_ SRP management plan for

tomorrow. Electric vehicles
will play an important role in
the future. Vehicles such as
 this are helping SRP
management study the
potential electric-powered
cars inay offér for SRP and our
customers, Student members
of the Arizona State University
’-cbapter_ of the Society of
Automotive Engineers assisted
in the vehicle's design and
conversion. ’
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© headquartered at SRP .
 corporate offices in Tempe,
 hasinstalled its WSR-88D

Wwea!hefm Ak
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. Generation Radar) the
. Installation is thé first of its

' Hnd‘mhe'm‘m..ew '
. system will provide carlier -
 and improved warnings of

. severe weather. This _

i LW“MP will give valuahle,
| ‘upto-the-minute information

' 10SRP, allowing us to better

. manage future wedther-
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1992.93 Results Exceeded Financial
Expectations.

ontinued close attention to cost vear. Instead, 110 percent of our electric
control and a strategic focus system construction and improvements
Debt Service Coverage Ratio contributed to a vear that were [inanced with internally generated
exceeded our financial expectations funds. Reduced debt b wins SRP
h i Vo s Combined net revenues of $55 customers and helps maintain ow
g s million were well above budget, due in favorable bond ratings. Our bonds re
i ‘ large part to healthy excess sales and rated “AA" by Standard and Poor’s
3 o solid plant operating performance. Both Corp. and "Aa” by Moody's Investor
} ; the volume and profit on our sales to Service Ing
19 other utilities increased compared with Our net financing costs were nearly
fiscal year 1992 levels. This was becausi 310 million iower than last year, because
1.8 { of a shortage of available energy in the of debt refundings and lower interest
| Northwest, driven in part by drought rates. During fiscal vear 199293, we
L7 !,___ TN il R e A, S o conditions, Overall plant performance again took advantage of lower interest
Sa-0Y Bt 091 91482 9293 during the vear was very strong. Most rates and issued $793 million of electric
notably. Palo Verde Unit 3 set a site system refunding revenue honds
record for the shortest refueling outage Proceeds of the issues refunded existing
Record rainfall during the vear also higher-cost debt. The present value of
prompted significant water releases the savings that will accrue exceeds $55

which boosted SRP's hvdroelectri million. Reduced reliance on debt also is

generation. The unusual weather also

b Aol p made supplemental water purchases

Funds Available for

Corporate Purposes : ,
: \l customers. As a result, water delivery

unnecessary for most of our water

revenues of $7.2 mitlion were reduced

dRY 11 compared with last year

% [he vear also was exceptional in Electric Dollar
other ways. For the first time in more
{6l than 25 years, SRP issued no "new” debt 30.14
: Reinvested in
3 , tor construction l“‘”‘““\“w cduring the Proiect Plant &”\),‘
i Fuel & Purchased
30,04 s 3 Powet
. o i b s .
‘,u X ¢ :

SRR ROG0 UL 31492 1.9

$0.17

$0.29
O&M



reflected in SKRP's six-vear financial M.\f:
Other financial plan goals are healthy
solvency or cash flow, and improved
profitability. Our 199499 plan
exemplifies these goals and shows
improved financial indicators. Lower
profected inflation, combined with
higher svstem energy sales at lower
production costs, contribute to the
improved forecast. Lower production
costs are made possible, in part
because of the renegotiation this fiscal
year of a coal supply agreement for

Coronado Generating Station. The new

wgreement will vield significant savings
during the term of the contract

SRP's financial goals through fiscal
vear 199899 include

» A debt ratio of not more than
75 percent near-term, and 60 percent to

65 percent longer term. The debt ratio

it the end of 199293 was 73.5 percent

» A debt servie

¢ coverage ratio ol
at least 1.80. This ratio was 2.11 o

» Limiting average system rate
increases, including changes in fuel
costs. to less than the rate of inflation
and limiting the frequency of rate
acdhustments to no more than once every
two vears. Again, we are exceeding our
expectations. The rate adiustment
originally scheduled for January 1994

kil

il October 1994

; I
has been deferred

» Containing increases in electri
operating expenses per kilowatt-hour
and controllable water operating
expenses per acre-foot to less than the
rate of inflation over time. The six-year
plan operating and capital expenses are
at the same or lower levels, in real tens
from the previous plan

At Salt River Project, we firmi
believe that adhering to these goals and
maintaining our strategic focus will
position us to meel the challenges of the
future and provide even greater value to
our custumers, in 2 estors and

shareholders
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Statistical Review 1993

(unaudited)
» Project General
(in thousands )
1793 1992 1987 1982
(iperating revenues TUBL301428 81183349 § 888506 § 664,463
Flectric 1,294,272 1,175,379 B81,340 655,682
Water and irrigation 7,156 74970 7,166 8,781
Operating expenses 1,030,690 933,616 106,377 460,907
Other income {deductions)* 20427 36,457 64,467 61,701
Net financing costs* 236,203 245,962 171,835 106,915
Net revenues (loss) 54,962 40,228 74,761 158,342
Additions to plant, excluding allowances
for funds used during construction 196,153 173,061 309,356 395,270
Utility plant, gross 5,973,002 5,820,751 4,834,055 3,265,863
Contributions of electric revenues
to support water operations 33,129 31,005 15,975 13,676
Taxes and tax equivalents 8 172,505 $ 163,745 # 103,087 § 64,580
Employees at year end** 4,669 4,681 5.735 4,776
" I withan these catognnes have been reclossified for 1982 and 1987 for consistent presemfation widh the current yoars
4 Do ot i hade bemporary smphoysis
» Water*
1992 1991 1987 1982
Total storage and pumping capaciy
(acrefeet) 2,856,192 2827393 2,889,725 2827428
Storage capacity (six reservoirs) 2,019,102 2019102 2,019,102 2,019,102
Installed pumping capacity 837,090 808, " 870,623 808,326
Water in storage Jan. | (acrefeet) 1,540,477 840,845 1,671,535 1,116,338
Project storage only 1,283,172 631,510 1,445,710 895,118
Runoff (acre-feet) L771,199** 1,711,752 1,036,805 1,667,257
Water in storage Dec. 31 {acredeet) 1,573,075 1,540,477 1,691,741 1631411
Project storage 1,279,834 1,288 596 1,464,978 1,345,252
Sources of water for deliveries (acrefeet) 1,028,999 1,010,588 1,136 429 1,054,163
Gravity supply O83,732+* 926,757 928,053 936,680
Groundwater supply (pumping by SRP) 36,636 74,330 50,482 104,018
Groundwater supply (pumping by others) 8,631 9,501 15,056 13.464
Use of water (acredeet) 982,691 932,427 870,658 955,389
Agricultural 306,380 280,103 290,572 379,903
Urban 413,219 445,157 395,158 355,278
City domestic 305,595 329016 284,192 247216
Subdivision irrigation 60,311 66,127 60877 61,460
Other non-agricultural irrigation
(schools, parks, churches, etc.) 47,313 50.014 50,089 46,603
Decreed deliveries 56,332 52,008 47,963 58,400
Contract deliveries 206,760 155,130 136.965 103,686
Seepage and evapotranspiration 46,308 8,161 122,933 156,896
Canals, total {miles) 135 135 133 131
Lined/underground 167 107 91 71
Laterals, total (miles) 924 922 892 RE6H
Lined and piped 843 841 792 64
Assessed area (acres) 238,400 238,400 238,170 238172
Number of assessed accounts 186,778 180,991 181894 179,532
Number of times water delivered to users 446,370 498 440 71,845 491242

* Warer stiistics are compud o o calendir war bass
** Based en USGS. provisional records gril are subyedt (o Gdpustoent




» Power

1993 1992 1987 1982
Energy sources (kWh)
Net nuclear generation 4,752,599,000 4,231.935,000 1,955,479.000 A
Net steam generation® 12.986.837,000 12993864000 9667574000 12429457000
Net combustion turbine
generation 11,531,000 4,657,000 2,287.000 24,295,000
Net combined cycle generation 177,247,000 5,965,000 991,739,000 4,188,400
Net run of river generation 796,524,000 643,390,000 410,679,000 255,762,000
Pumped storage generation 75,222,000 137,635,000 211,088 000 155,560,000
Total net generation® 18,799,960,000 18097 446,000 13238846000  12,869,265,000
Purchased 1,522,730,671 1417919068  3586,056,028 1,691,696,160
Interchange received 164,637,988 83,103,204 105,387,000 109,169,000
Wheeling received 132,886,979 220197108 15,091 962 7,788,840
Total energy sources 20,620,215,038 19827655380 16945380990  14,677,919,000
Energy disposition (kWh)
Residential 6,583,832,541 6,216,045,662  5333,601,362 3.9596,561,567
Commercial & Industrial 8,286,481,456 7.799,730,361 6,252,344, 184 5,076,034.947
Irrigation pumping 42,950,329 113,013,697 233,654 815 249,286,026
Street & highway lighting 127,623,117 117,619,607 98,746,120 46,963,317
Public authorities 340,144,620 336,570,420 270,239,264 374,397 640
interdepartmental 92,020,434 95,669,413 82,902,577 179,577,422
Sales tor resales 3841532355 3503342026 3294959549 3564619094
Total sales 19,315,504,852 18271991186 15566477871  13,487.440,013
Interchange delivered 88,320,780 126,066,380 104,549,000 63,328,006
Wheeling delivered 127,753,393 221.971,185 13,887,031 7,148,429
Fnergy losses 950,355,013 1,011,017.629 958,912,088 895,393,558
Energy for pumped
storage operation 107,281,000 196,619,000 301,555,000 224,609,006
Total disposition of energy 20,620,215,038 19827665380  16,945380,990  14,677,919,000
Peak overall power system (kW) 3,912,000 3570000 3,264,000 2,729,000
Date and time (MST) Aug 17,5pm.  Aug 26 dpm. Aug 20.5pm.  July 30,6 p.an.
Peak Project customers (kW) 3,449,600 3,176,000 2,785,000 2,266,000
Date and time (MST) Aug. 17,5pm.  Aug B fipm.  Aug 20, 5pm.  Aug 26,6 pm.
Generating capability (kW)**
Nuclear 641,000 641,000 213,730 dn
Steam* 2,386,000 2,386,000 2411115 2,285 250
Combustion turbines 397,000 397,000 393,000 393,000
Combined cycle 262,000 292,000 288,000 288,000
Hydroelectric conventional 94,060 94,000 96,400 95,000
Hydroelectric pumped storage 148,000 148,000 137,000 137,000
Total operating capahility® 3,958,000 3,958,000 3,539,245 3,198,250
Contract purchase at peak 420,000 514,000 605,547 329547
Total resources* 4,378,000 4,472,000 4,144,792 3521197
Electric customers—year-end***
Residential 511,507 498,067 441,293 315,948
Commercial & Industrial 43,387 42,485 37218 23,540
Other 8,952 8541 8810 1,624
Total 563,846 549,003 487321 U412
Average annual kWh use/
residential customer** 13,039 12,628 12440 12,798
Average annual residential
revenues kWh (cents) 8.80 854 7.54 6.55

* Inchudes SKP participetion m jointly vesed projects

** Unit copadiliies during swiuser peak

H Energy dispositin €Wk Buough tok! salvs. electne astomers warend averuge RWh use and average onnal revenue are estimated figures

[



Combined Balance Sheets

April 30, 1993 and 1992
{in thousands)

» Assets

1993 1992
UTILITY PLANT, at historical cost (Notes 2 3. 5and 6)
Piant in service -
Electric 85,067,772 $4,915,800
Irrigation 136,002 135,036
Common 382,998 382,530
Total plant in service 5,586,772 5433366
Less- Accumulated depreciation on plant in service (1,660,941) (1,525,512)
3,925,831 3.907,854
Plant held for future use (Nofe 4) 93,726 92824
Construction work in progress 245861 244,760
Nuclear fuel, net 46,733 49,801
4,312,151 4,295,239
OTHER PROPERTY AND INVESTMENTS:
Non-utility property and other investments (Note 8) 81,647 69,878
Segregated funds, net of current portion (Notes 2, 6 and 8) 126,094 123,939
207,741 1493817
CURRENT ASSETS:
Cash and cash equivalents, at cost (Note 2) 115,683 130,676
Temporary investments (Note §) 168,760 170,838
Current portion segregated funds (Notes 6 and 8) 87,637 90,264
Receivables, including unbilled revenue, et (Note 2) 83,237 89,485
Fuel stocks, at last-in, first-out cost 17314 68,142
Materials and supplies, at average cost 81,628 92,858
Other current assets 13,647 16,002
547,908 658,265
DEFERRED CHARGES AND OTHER ASSETS ( Notes 2 7 and 9) 288.773 241,632
85,406,573 $5,388,953

The accompanying notes are an integral part of these combined balance sheeis



» Capitalization and Liabilities

1993 1992
RO O O Cloadls . s e B I
Electric system revenue bonds, net of curvent portion 83,273,626 $3,292 056
Commercial paper and other 375,000 375,000
3,648 626 3,667,056
ACCUMULATED NET REVENUES: it

Balance, beginning of year 1,263,382 1,223,154
Net revenues for the year 54,962 40,228
Balance, end of year 1,318,344 1.263 382
TOTALCAPITALIZATION 4966970 1,930,438
CURRENT LIABILITIES: i T
Current portion, long-term debt (Note 6) 57,847 55,565
Accounts payable (Note 2) 55,724 102,885
Accrued taxes and tax equivalents 67,747 72,528
Acerued interest 68,743 74,107
Customers' deposits 40,982 37113
{ther curredt lHabilities 51012 J4R78
342,055 3076

DEFERRED CREDITS AND OTHER NON-CURRENT LIABILITIES A
{(Netes 2.9 and 10) 97,548 #1439
COMMITMENTS AND CONTINGENCIES (Notes 5, 9and 1)
S e e B T b S S e

The accompanying aotes are an integral part of these combined balance sheets

L I



Combined Statements of Net Revenues
For the years ended April 30, 1993 and 1992

{in thousands )
1993 1992
OPERATING REVENUES ot 81,301,428 $1,183,349
QUERATING SOOI (. ke S e R e
Power purchased 61,576 55445
Fuel used ini electric generation 244,709 227,626
Other operating expenses 272,698 217,566
Maintenance 109,484 98,746
Depreciation and amortization 169,718 170,489
Taxes and tax equivalents 172,505 163,745
Total operating expenses 1,030,690 933,616
Net operating revenues 270,738 249,733
OTHER INCOME EXPENSEY
Interest income 23,852 30,426
Other income (expense). net (3,425) 6,031
Total other income (expense ), net 20,427 36457
Net revenues belore financing costs 291,165 286,190
FINANCING COSTS: A R P o
Interest on bonds, net of capitalized interest 212,724 220,013
Amortization of bond discount, issue and refinancing expenses 11,192 8357
Internst on other obligations 12,287 17,592
Net financing costs 236,203 245,962
NETREVENUES § 54962 $ 40228

The accompanying notes are an integral pan of these combined statements




Combined Statements of Cash Flows

For the years ended April 30, 1993 and 1992
(in thousands)

1993 1992
NET CASH FLOWS FROM OPERATING ACTIVITIES:
Net revenues § 54,962 $ 40,228
Non-cash items included in income:
Depreciation and amortizetion 169,718 170,489
Amortization of bond relaied expenses 11,192 8,357
(Gain)/Loss on sale of property 1,587 (421)
Decrease (increase) i -
Fuel stocks and materials & supplies 32,058 (8.074)
(Other assets (34,598) (49,738)
Increase (decrease) in -
Accounts payable (47,161) 5,109
Accrued taxes and tax equivalents (4,781) 1,616
Acerued interest (5,364) {1,491)
Other labilities, net 37,095 (22.276)
Net cash provided by operating activities 214,708 143,799
CASH FLOWS FROM INVESTING ACTIVITIES:
Additions to utility plant (203,517) (179,283)
Additions to non-utility plant (769) (14,710)
Increase in other investments (11,000) (13.000)
Proceeds from sale of plant (95) 1,323
Net cash used for investing activities (215,381) (206,670)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds of bond issues, net of offering costs 747,337 333,528
Contributions in aid of construction 14412 18,266
Repayment of long-term debt (55,867) (43,022)
(Increase) Decrease in segregated funds 472 (2.916)
Depaosits into escrow for bond defeasance (720,672 (281,757)
Net cash provided by (used for) financing activities (14,318) 24 099
NET DECREASE IN CASH AND CASH EQUIVALENTS (14.991) (37,772)
BALANCE AT BEGINNING OF YEAR IN CASH AND CASH EQUIVALENTS 130,676 168,448
BALANCE AT END OF YEAR N CASH AND CASH EQUIVALENTS $115,685 $130,676
SUPPLEMENTAL INFORMATION:
CASH PAID FOR INTEREST 8237,799 $242 318

The accompanying notes are an integral part of these combined statements

>



Notes to Combined Financial Statements
April 30, 1993 and 1992

(1) Basis of Presentation:

> The Company

The Salt River Project Agricultural limprovement and Power District (the District) is an agricultural
improvement district, organized under the laws of the State of Arizona, which provides electric service in
parts of Maricopa, Gila and Pinal Counties in Arizona.

The Salt River Valley Water Users’ Association (the Association), predecessor of the District, was
incorporated under the laws of the territory of Arizona in February 1903 as a result of the passage of the
National Reclamation Act, In 1937, the Association transierred all of its rights, title and interest in the Salt
River Project (the Project) to the District, In 1949, the original agreement was amended so that the District
would assume construction, operation and maintenance responsibilities for both the electric and irrigation
systems. The District then delegated to the Association operation and maintenance of the irrigation and
water supply system of the Project,

»  Principles of Combination

The combined financial statements include the consolidated accounts of the District and its wholly
owned subsidiary, and the Association. together referred to as Sait River Project (SRP). The District's
subsidiary is Papago Park Center, Inc. (PPCI), a real estate management company. Al significant
intercompany transactions have been eliminated.
» Regulation

Under Arizona law, the District's Board of Directors (the Board) serves as its regulatory and rate setting
agency.
P Electric Rates

Under Arizona law, the Board has the exclusive authority to establish electric rates. The District Is

reguired to follow certain procedures, including public notice requirements and holding a special Board
meeting, before implementing changes in standard electric rate schedules.

(2) Significant Accounting Policies:

P Basis of Accounting

The accompanying combined financial statements are presenied o accordance with generally
accepted accounting principles and reflect the rate-making policies of the Board.
» Utility Plant, Depreciation and Maintenance

Utility plant is stated at the histarical cost of construction. Construction costs include labor, materials,
services purchased under contract, and allocations of indirect charges for engineering, supervision,
transportation and administrative expenses.

Interest on funds used to finance construction work in progress is capitalized as a part of the electric
and general plant. Composite rates of 6.67 percent and 5.28 percent were used in 1993 and 1992,
respectively.

Depreciation expense is computed on the straight-line basis over the estimated useful lives of the
various classes of plant. The depreciation rates in effect for fiscal year 1992-93 resulted in provisions
approximating an average rate of 2.97 percent on the average cost of depreciable electric plant, an average
rate of 2.41 percent on the average cost of depreciable irrigation plant and an average rate of 6.70 percent on
the average cost of depreciable comman plant.

The cost of property that is replaced, removed or abandoned, together with removal costs, less
salvage, is charged to accumulated depreciation. SRP charges to maintenance expense the cost of labor,
materials and other expenses incurred in the repair and replacement of minor items of property.
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> Bond Expense

Bond discount, issue and refinancing expenses are being amortized over the terms of the related bond
issues. Losses associated with bond defeasance transactions are deferred and amortized over the lives of
the defeased debt in accordance with the rate-making policies of the Board. Included in deferred charges
and other assets are unamortized lusses associated with bond defeasances of $172,098,.000 and $126,304,000

as of April 30, 1993 and 1992, respectively.

P Nuclear Fuel

Under the provisions of the Nuclear Waste Act of 1982, the District is charged one mill per kWh on its
share of net energy generation at the Palo Verde Nuclear Generating Station (PVNGS) lor the cost to dispose
ol the fuel. The District amortizes the cost of nuclear fuel, including its disposal, to fuel expense using the
unit of production method.

In connection vith the Energy Policy Act of 1992, electric utilities that have purchased enrichment
services from the Depa tment of Energy (DOE) will be assessed annwally for a fifteer-year period amounts to
fund a portien of the cost for the lecontamination and decommissioning of three nuclear enrichment
facilities operated by the DOE. Th : Energy Policy Act provides that such assessments are to be treated as a
cost of fuel. At April 30, 1993, the District Yad recorded its estimated portion of such assessments of
approximately $7 870,500 as othv r noncurrent liabilities. The related asset was recorded in deferred
charges and will be amortized 1 » fuel expense and recovered through the fuel adjustment clause over a
fifteen-year pericd.

» Decommissioning

The total estim=ued cost to decommission the District's share of PYNGS is $234 million in 1992 dollars,
Decommissioning funds of approximately $22, 100,000, stated at cost, as of April 30, 1993, are main*ained in
an external trust. This amount s classified as segregated funds in the accompanying combined balance
sheet. The corresponding liability is classified in other noncurrent liabilities.

P Fuel Costs

The District maintains a fuel adjustinent clause balancing account to adjust operating revenues for
varfations between the recorded cost of fuel and purchased power and revenue designated for recovery ol
stich vosts, At April 30, 1993, underrecovered fuel costs of approximately $307,536 are recorded as accounts
receivable. At April 30, 1992, overrecovered fuel costs of approximately $35 783,000 are recorded as

accouits payable.
P> Income Taxes

The District is exempt rom federal and state income taxes.
» Cash Equivalents

The District treats short-term temporary « ash investments with original maturities of three months or
less as cash equivalents,
» KRecognition of Unbilled Revennes

The District estimates and accrues revenue for electricity delivered to customers that have not yet
heen billed.

P Reclassifications
Cartain 1392 amounts have been reclassified to conform to the current year presentation,

(3) Possession and Use of Utility Plant:

The United States of America retains & paramount right or claim in the Project which arises from the
original construction and operation of certain of SRP's facilities as a federal reclamation project. SRP's right
to the possession and use of, and to all revenues produced by these facilities is evidenced by contractual
arrangements with the United States

(4 Coronado Unit 3:

In 1991, as a result of a reexamination of its long-range resource plans, the District cancelled
construction of a third unit at the Coronado Generating Station. The District wrote down its investment to
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its estimated net realizable value and is actively attempting to sell the components of the unit  Management
, continues to review the value of the assets on hand and is confident that they are recorded at their net
realizable value at April 30, 1993,

(5) Interests in Jointly Owned Electric Utility Plants:

The District has entered into various agreements with other electric utilities for the joint ownership of
electric generating and transmission facilities. Each participating ovwner in these facilities must provide for
the cost of its ownership share. The District’s share of expenses of the jointly owned plants is included in
operating expenses in the combined statements of net revenues, The following table . Jflects the District's
ownership interest in jointly owned electric utility plants as of April 30, 1993

(Thousands)

Ownership Plant in Accumulated Work in

Four Corners (NM) (Units 4€5)  10.60% §  B9.646 $ (35.448) $ 7774

Mohave (NV) (Units 1&2) 10.00 48,653 (24,499) 4,854

Navajo (AZ) {Units 1,2&3) 21.70 228,527 (114,569) 3610

Havden (CO) (Unit 2) 50.00 68,352 (35,683) 995

Craig (CO) (Units 1&2) 2900 226,129 (88,724) 3,850

Palo Verde Nuclear

Generating Station (AZ)

(Units 1,2&3) 1749 1,649,616 _@nue 26,380

82,310,923 §(550,039) 847,463

The District acts as the operating agent for the participants in the Navajo Generating Station.

The District retains an option to repurchase up to an additional 5.7 percent interest in PYNGS which
was previously sold to another participant. The repurchase price would be based on reproduction cost
new, less depreciation, and can occur no sooner than 2001

(6) Long-Term Debt:

Long-term debt consists of the following:

s (ThOUSANAS) —orreeme

Interest
Rate 1993 3o 1992
Revenue Bonds (mature through 2031) 2.79.3% $ 3472537 § 3,451,296
Unamortized Bond Discaunt (141064)  (108,036)
Total Revenue Bonds Outstanding 3,331.473 3,343,260
Commercial Paper 21-2.5% 375,000 375,000
Other 0 4,361
Total Long-Term Debt 83,706 473 §3,722,621

The annual maturities of longterm det . o0 minercial paper and unamortized bond discount)
as of April 30, 1993, due in the fiscal vears ... aug Aprnt i, + ¢ as follows:
~ (Thousands) ~

1994 § 57847

1995 63,948

1996 65,814

1997 71,871

19498 75,919

Therealter 3,137,138

L I 83,472,537
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» Revenue Bonds

Revenue bonds are secured by a pledge of, and a lien on, the reveines of the electric system after
deducting operating expenses, as defined in the bond resolution. Under the terms of the bond resolution,
the District is required to maintain a debt service fund for the payment of future principal and interest.
lacluded in segregated funds is approximately $183.586.000 and 189,541,000 of debt service related funds as
of April 30, 1993 and 1992, respectively.

The District has $245,775 000 of minkrevenue bonds outstanding which can be redeemed at the option
of the bondholder under certain circumstances. The District has a $50,000,000 revolving credit agreement
available to refinalice these bonds in the event significant redemption requests occur. Based on histarical
redemptions made on these bonds, management is confident that this credit agreement is sufficient.

The debt service coverage ratio, as defined in the bond resolution, is used by bond rating agencies to
help evaluate the financial viability of the District. For each of the years ended April 30, 1993 and 1992, the
debt service coverage ratio was 2,11,

Interest and amortization of discount on the various issues results in an effective rate of approximately
6.64 percent over the remaining terms of the bonds.

At April 30, 1993, the District has authority to issue additional electric system revenue bonds totalling
§124,218 000 principal amount and electric system refunding revenue bonds totalling $1,191,775,000
principal amount.

I fiscal 1993 and 1992, the District defeased $720,673,000 and $281,757,000, respectively, of electric
system revenue honds resulting in lower future debt service requirements as well as losses of $50,426,000
and $26,647 000, respectively. Consistent with the rate-making policies of the Board, the losses have been
deferred and are being amortized over the life of the defeased debt.

»  Commercial Paper

The District has issued $375 million of tax-exempt commercial paper at an average interest rate to the
District of 2.26 percent. The commercial paper generally matures not more than 365 days from the date of
ssuance, The commercial paper has been classified as long-term in connection with refinancing terms
under two revolving credit agreements (the Agreements) which support the commercial paper. Under the
terms of the Agreements, the District may borrow up to $275 million through Octaber 29, 1993, and up to
$100 million through March 19, 1996. The District is in the process of renewing the $275 million revolving
credit agreement,

While the revolving credit agreements contain covenants which could prohibit borrowing under
certain conditions, management * . confident that financing will be available. The District has never
barrowed under the Agreements and does not expect to do so in the future. Alternative sources of funds to
support the commiercial paper program include existing funds on hand or the issuance of alternative debt,
such as revenue bonds.

The conmercial paper is an unsecured obligation of the District,

» (General Obligation Bonds

In 1984, the District refunded its then outstanding general obligation bonds. Although the refunding
constituted an insubstance defeasance of the prior lien on revenues which secured the bonds, the general
obligation bonds continue to be general obligations of the District, secured by a lien upon the real property
of the District, a guarantee by the Association, and the District’s taxing authority. As of April 30, 1993, the
amount of defeased general obligation bonds outstanding was $57.585,000.

(7) Employee Benefit Plans:

» Defined Benefit Plan

SRP has a defined henefit plan (the Plan) covering substantially all employees. The Plan is funded
entirely from SRP contributions and the income earned o invested assets. No contributions were required
to be made to the Plan in fiscal years 1993 and 1992, Plan assets consist primarily of stocks, US.
Government Obligations. corporate bonds, real estate funds and a guaranteed investment contract.
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Net periodic pension cost (income) as of the dates of the 1atest actuarial report (April 30) is made up of
the components listed below and was determined using the projected unit credit actuarial cost method:

e (TROUSANAS) o
1993 1992
Service cost $ 9974 § 869
interest cost 23,905 21,890
Actual return on assets (27,230} (45493)
Net amortization and deferral ~ (967h 10,691

Net periodic pension income $6.022) 8422

The discount rate used in determining the actuarial present value of the projected benefit obligation
was 8.25 percent for 1993 and 8.75 percent for 1892, The rate of increase used to determine future
compensation levels was 5.5 percent for both 1993 and 1992, The expected longterm rate of return on
assets is 9.75 percent for both 1993 and 1992,

The lollowing schedule reconciles the funded status of the Plan with amounts reported in SRP's
combined financial statements as of April 30:

e (THOUSGNS) oo

1993 _ 1992

Measurement Date January 31 April 30
Plan assets at fair value $ 365,037 $ 349,063

Actuarial present value of
projected benefit obligation;

Vested benefit obligation (235,139) {213,520)
Nonvested benefit obligation {8.057) (7.703)
Accumulated benefit obligation (243,196) (221,223)

Effect of projected future
compensation levels {74.860) {59,396

Projected benefit abligation (318,056) (280.619)

Plan assets in excess of projected
benefit obligation 46,981 68,444

Unrecognized transition asset (39,023) (43,359)
Unrecognized net Joss (gain) 18,768 (1,845)
Unrecognized prior service cost 5,243 5,707
Prepaid Pension Cost § 31,969 § 28,947

p Defined Contribution Plans

SRP maintains two defined contribution plans which receive employee contributions and partial
employer matching cantributions. Emplovees are eligible for employer matching contributions upon
completion of one year of service. SRP contributions to these plans were 83,366,000 and $2,977 000 in the
fiseal years ended April 30, 1993 and 1992, respectively.

p Other Postretirement Benefits

SRP provides certain health care and life insurance benefits for retired employees. Employees are
eligible for coverage if they retire at age 65 or older with at least five years of vesting service, or any time
after age 55 with a minimum of ten years of vested service. These benefits are subject to deductibles,
copayment provisions and other limitations. SRP may amend or change the plan periodically. Currently, the
cost of these benefits is recognized as expense as the premiums and/or deposits to the trustee are paid.
The total cost of postretirement benefits expensed was $4.164,000 and $3 560,000 for 1993 and 1992,
respectively

in December 1990, Statement of Financial Accounting Standards No. 106, “Employers’ Accounting for
Postretirement Benefits Other Than Pensions” was issued. This new standard requires that the expected




vost of postretirement benefits must be charged to expense during the years that the employees render
service. The new standard will be implemented in the first quarter of fiscal year 199394, and will be adopted
ratably over the next 20 years,

Based on an actuarial review, the postretirement beaefit obligation at April 30, 1993, measured in
accordance with the new standard, is approximately $130 million. The adoption of the standard will result
in an increase in 199394 annual postretirement benefits of approximately $18 million, of which
approximately $15 million will be charged to expense, These estimates have considered the effects of
amounts charged to/from joint participation projects.

(8) Fair Value of Financial Instruments:

The following methods and assumptions were used o estimate the fair vaiue of each class of financial
instrument identilied in the foliowing items on the balance sheet.

¥ Investments in Marketable Securities

SRP invests in U.S. Government Obligations, Certificates of Deposit and other marketable investments.
Such investments are classified as Other Investments, Segregated Funds, Cash and Cash Equivalents or
Temporary lnvestments depending on the purpose and duration of the investment. The fair value of
marketable securities with original maturities greater than one year is based on published market data. The
carrving amount of marketable securities with original maturities of one year or less approximates their fair
value based on the short maturity period.
» LougTerm Debt

The fair value of the District's Revenue Bonds, including current portion, was estimated by using
pricing scales from independent sources. The fair value of commercial paper approximates the carrying
amotnt, because of its short term to maturity.
B Other Current Assets and Liabilities

The carrying amount of receivables, accounts payable, customer deposits and other current liabilities
approxtmate fair value because of the short maturity period,

The estimated fair values as of April 30, 1993, of SRP's financial instruments, excluding those
instruments where carrying amount approximates fair value, are as follows:

(Thousands)

Carrying

Amount Value
Investments in Marketable Securities:
Other Investments § 24570 § 24845
Segregated Funds 99,071 § 102607
Temporary Investments $ 18,084 $ 18286
Long-Term Detit $3.331,473 $3,805,429

(9 Commitments:

» Construction Program

The construction program represents SRP's six-year plan for major construction projects and ongoing
improvements to existing generation, transmission, distribution and irrigation assets. For the 1994-1999
period, SRP estimates ¢7 'al expenditures of approximately $2.0 billion. Planned major construction
projects include the addition of scrubbers at the Navajo Generating Station and the construction of the
Mead-Phoenix Transmission Line which will strengthen SRP's ability to exchange electricity with the
western and northwestern portions of the United States. In addition, the construction program includes an
estimate of the costs associated with complying with the Clean Air Act at its generating facilities.

Construetion costs will be financed primarity by funds currently on hand, future net revenues and the

sale of revenue bonds.
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» LongTerm Power Contracts

The District has entered into four long-term power purchase agreetents to supply a portion of its
projected load requirements through 2011.

Minimum payments under these contracts are approximately $46 million in 1994 and approximately
$57 million per year thereafter. Minimum payments under two of these contracts, ol approximatety $25.2
million per year, are unconditionally payable regardiess of the ability of the District to utilize the power.

P Fuel Supply

At April 30, 1993, minimum long-term commitments of appreximately $2.1 billion exist under coal
supply contracts. During 1989, the District paid approximately $59 million to terminate a contract with
Kaiser Coal Company. in accordance with the rate-making palicies of the Board, the remaining termination
costs of 342,269,000 and $46,232.000 at April 30, 1993 and 1992, respectively, are included in deferred
charges and other assets, and are being amortized to fuel expense over the remaining life of the original
contract.

P Papago Park Center

The District is currently developing a 356 acre (net) mixed-use commercial park called Papago Park
Center in Tempe and Phoenix, Arizona. In connection with the infrastructure development, the District and
the City of Tempe have entered into an agreement whereby the District will pay an annual assessment of
approximately $1.75 million per year through 2008 to the City of Tempe to pay for its share of street and
infrastructure improvements and right of way acquisitions. The obligation of the District to make
assessment payments is an unsecured obligation pavable from District general funds. The present value of
this obligation has been recorded as a noncurrent liability,

The District's wholly owned subsidiary, Papago Park Center, Inc,, will serve as the real estate
management company in accordance with the terms of a long-term iease on the property.

(10) Contingencies:

P Nuclear Insurance

Under existing law, public liability claims that could arise from a single nuclear incident are limited to
$9.3 billion. PVNGS participants currently insure for this potential liability through commercial insurance
carriers to the maximum amount available ($200 million) with the balance covered by an industrywide
retrospective assessment program which is required by the Nuclear Regulatory Commission. The maximum
assessment per reactor per nuclear incident under the retrospective program is §75.1 million subject toa 5
percent surcharge which could be applicable in certain circumstances, but not more than $10 million per
reactor may be charged in any one year for each incident.

Based on the District’s ownership share in PVNGS, the maximum potential assessment would be $41.4
million inclucling the 5 percent surcharge, but would be limited to $5.2 million per incident in any one year.
P Environmental

SRP is subject to numerous legislative, administrative and regulatory requirements relati-= 1o air
quality, water quality, hazardons waste disposal, and other environmental matters, “uch requirements have
and will continue to result in increased costs associated with the operation of 22 dng properties, SRP has
been named as a Potentially Responsible Party (PRP) at one site by the Environmental Protection Agency
(EPA); however, a settlement has been negotiated for a portion of SRP's obligation. SRP has not been
Identified as a PRP at any other EPA or Arizona Department of Environmental Quality (ADEQ) identified
sites, but the District is working with ADEG and the other owners/operators regarding potential petrolewmn
hydrocarbon contamination of a site. SKP conducts ongoing environmental reviews of its properties to
identify those which it believes will potentially require remediation. 58P works with the EPA and ADE(), as
applicable, to determine the appropriate remediation actions necessary, u wny. SRP has recorded
environmental reserves of approximately $17 500,000 which represents manag. ment's best estimate of its
liability related to the remediation of known properties at April 30, 1993.

The District and the Association are pursuing insurance and third-party cost sharing for the
remediation costs. The amount of shared costs, if any. cannot be reasonably determined at this time
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therelore has not been offsce against the recorded lability. The estimated reserves are subject to
continuing review, howeve,, management befieves that the remediation costs incurred by SRP for
environmental liabilities » 1 “wi have a material adverse impact on its financial position or resuits of
aperations

The Clean Air Act Amendments (ACT) of 1990 require reductions in sulfur dioxide and nitrogen oxide
emissions from coal burning power plants and may regulate emissions of hazardous air pollutants by coal
burning generating facilities. The District estimates its costs to comply with the ACT to be approximately
$100 million and has included this amount in the 1994-1999 construction program. In addition, several of the
generating stations in which the District has an interest have been subject to studies relative to air quality.
The Navajo Generating Station participants have agreed to install scrubibers at the Navajo Generating
Station. Capital expenditures of $110 million are included in the District’s 1994-1999 construction program
for these scrubbers. Similar air quality stucies are currently underway at the Mohave Generating Station in
which the District owns 10 percent and have been proposed for the Hayden and Craig Stations in which the
District owns 50 percent and 29 percent, respectively,
P lndian Matters

From time 1o time, the District and the Association are involved in litigation ai.d disputes with various
Indian tribes on issues concerning reyalty payments, taxes and water rights, among others, Resolution of
these matters may result in increased operating expenses which would be passed on to customers.
P Other Litigation

In the normal course of husiness, SKF is a defendant in various litigation matters. In management's
opinion, the ultimate resolution of these matters will not have a material adverse effect on SRF's financial

position or results of operations.

» Report of Independent Public Accountants

To the Board of Directors,

Salt River Project Agricultural Improvement
and Power District, and
Board of Governors,

Salt River Valley Water Users' Association:

We have audited the accompanying combined balance sheets of SALT RIVER PROJECT as of April 30,
1993 and 1992, and the related combined statements of net revenues and cash flows for the years then
ended. These financial statements are the responsibility of the Company's management. Our responsibility
18 to express an opinion on these financial statements based on our audits.

We canducted oar audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test bagis, evidence
supporting the amounts and dis~losures in the financial statements, An audit also includes assessing the
accounting principles used and significant esthimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In obr opinivn, the financial statements referred to above present fairly. in all material respects, the
financial position of Salt River Project as of April 30, 1993 and 1992, and the results of its vperations and its
cash flows for the years then ended in conforiity with the generally accepted accounting principles.

Phoenix, Arizona, Arthur Andersen & Co.
June 15, 1693
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The two complementary

Boards that guide SRP are: the * .
" 10member Salt Rivey/Valley i
Water Lisers’ Associalioin Board

are elected every tw
and the 14-member §
Project Agricultural
improvement and Power
District Board of Directors,

whose members serve

years, | .

stagger’éd four-year terms.
Four of these members are
elected atdarge. X
These Boards set specific
policies and, through SRP’s
_management, conduct SRP's

business.
For purposes of electing Board

~ members, the SRP water
service territory is divided into - | |
10 vot?ng dmﬁm or divisions. William W. Arnett A
To qualify as voters, individuals =~ - Joe Bob Neely
must own land within oné of _ } i'“““.”' ! Iff"" e
the 10 voting districts or o] ol
divisions. Additionally, District James R. Marshal!, A/
volers must be qualified .
electors of the state of Arizona. : i ‘,‘ ‘”A d‘;,_ Ash

Gilbert R. Rogers




John M. Williams Js
Ann M. Burton
Howard Lydi«

homas F. Hurley

Eldon Rudd

Clarence C, Pendergast Ji

Bruce B, Brooks

James L. Dillex




Lester Mowry
lohn A, Vanderwey

James M. Accomrzzo
David Rousseau

Rov W. Cheatham

W. Curtis Dana
C, Dale Willis
Clarence J. Duncan

Elvin E. Fleming

Charles D, Coppinger

Byron G, Williams
Robert W, Warren
Orland Hatch

John E. Anderson
Dan C. McKiuney Jr

Emil M. Rovey
Larry D). Rovey

Ben A. Butler

Lawrence P. Schrader




SRP Councils

The two Councils that
_ establish SRP policies are: the
30-Member Salt River Valley
Water Users’ Association
" Council and the 30-member
Salt River Project Agricultural
Improvement and Power
District Council,
These Councils set broad
policy by enacting and
amending bylaws relating to
the management and conduct
of SRP's affairs,
Three Association Council and
three District Council
- members are elected from
each of the 10 voting distyicts
or divisions.
To qualify as voters, -
individuals must own land
within one of the 10 SRP
voting divisions or districts.
Additionally, District voters
must be qualified electors of
the state of Arizona. -
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