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Profile Data

Harquahala Valley Power District (*“HVPD” or “the District’) is a political subdivision of
the State of Arizona. HVPD is a power district formed pursuant to Chapter 11, Title 48
of the Arizona Revised Statutes. The District was formed in 1963 for the purpose of
providing power for use primarily for pumping water for irrigation. HVPD has been
providing electrical service to its service area since 1987.

HVPD is located in western Maricopa County, Arizona. The District has a service area
of approximately 55,000 acres, the majority of which are irrigable. HVPD serves
irrigation pumping loads and other agriculturally related loads, as well as the loads of
the Harquahala Valley Irrigation District. The irrigation pumps served by the District are
owned and operated by the District's customers, as are the other agriculturally related
facilities. A map of HVPD's service area is provided in Appendix A.

HVPD is governed by a three-member Board of Directors elected by freeholders of
property within HVPD's boundaries. Its current staff consists of one part time Manager
and three part time employees. The District's current Board of Directors and relevant
contact persons are detailed below.

o Board of Directors

Wade Ferguson—President
Stephen Martori—Vice-President
Jack Doughty—Secretary

e Contact Persons

Jeffrey J. Woner, District Manager
K. R. Saline & Associates, PLC

Jay |. Moyes, Legal Counsel
Moyes Sellers and Hendricks, Ltd.

1850 N. Central Ave., Ste. 1100
Phoenix, AZ 85004

Ph: (602) 604-2156

Fax: (602) 274-9135
jimoyes@law-msh.com
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Mesa, AZ 85201-6764

Ph: (480) 610-8741
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jjiw@krsaline.com
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HVPD purchases Hoover power together with certain firming resources (collectively,
Hoover Resources) from the Arizona Power Authority (“the Authority”); it also purchases
supplemental power from Arizona Public Service Company (“APS”). In addition, HVPD
is a party to the Hoover Resource Exchange Program that permits HVPD and other
similarly situated utilities to integrate and exchange Hoover Resources. The power and
energy from APS and the Authority are transmitted over the Parker-Davis transmission
system, the Pacific Northwest-Pacific Southwest Intertie transmission system and the
transmission system of APS. Under a contract with APS, the power and energy are
delivered over APS'’s facilities from the transmission system delivery points to the
customers of HVYPD. HVPD does not own any portion of the electrical transmission or
distribution system. Certain distribution transformers located at HVPD customer
locations are owned by certain HVPD customers.

HVPD, through the Maricopa County tax assessor, currently levies a modest property
tax to cover a small portion of its operating expenses; the remainder is met out of power
revenues. The policies for service and rates for power provided by HVPD to its
customers are determined and set by its Board of Directors. Copies of HVPD’s current
rate schedules are attached as Appendix B.

In addition to crop prices and operating costs, the overall financial feasibility of the
farming operations in the District is significantly impacted by high water pumping costs
from deep wells using HVPD electrical power. HVPD purchases the majority of its
power resources from the Authority and APS.

The District is located in the Harquahala Irrigation Non-Expansion area created by the
1980 Arizona Groundwater Management Act. This legally precludes any new acreage
being added to the currently irrigable land in the District. The current projection of the
District loads for the upcoming two-year period does not indicate that additional
resources are needed. The resource scheduling and utilization of the District's
resources have been managed through the Authority’s Hoover Resource Exchange
Procedures. This resource management program has provided the necessary flexibility
for the District to re-pattern its resources monthly to meet its changing loads and
exchange the resources with other preference entities who can temporarily utilize the
power during the same periods. With the continuation of these programs, and current
loads and resources, there is not any short-term need for additional resources for the
District. Therefore, the District will use its current entittement of Hoover resources with
intermittent purchases of APS supplemental power to meet its projected loads through
the two-year planning period. For the five-year planning period, a need for additional
resources was identified. For this timeframe, the District anticipates using its Hoover
resource entitlement, the Resource Exchange Program, and APS and Southwest Public
Power Resources Group (“SPPR Group”) resources to meet its projected loads.
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District Goals and Objectives

e Provide Reliable Electric Power at Lowest Practicable Cost, Consistent With
Sound Business Principles

e Enhance Customer Financial Stability by Providing Services which Enhance
Property Values and Provide Long-Term Stability in Electric Power Rates

* Promote Energy Efficiency and the Effective Management of Water and Power
Resources

Competitive Situation

o District Contract Information

Arizona Power Authority (Hoover Power Contract)

Power Supply and Services Agreement with APS [Approved by FERC]

Southwest Public Power Resources Group/Sempra Generation (Power Purchase
Agreement)

e Requlations Applicable to District
Energy Planning and Management Program (EPACT '00)

e Requlations Applicable to District Customers

Arizona Department of Water Resources—Groundwater Management Act
(prohibits irrigation of any new farmland)

o Competition With District Service

APS provides retail service in direct competition to District service and has
several retail rates that are openly available to the customers of HVPD. In many
instances, APS and HVPD serve power to different loads of the same customer.

There is competition among HVPD lands and several other geographic areas of
the State to attract a dwindling number of successful tenant farmers based upon
lease cost and water costs (i.e. pumping costs). Therefore, to the extent that the
water pumping costs in HVPD become significantly higher than other areas, the
reduced competitive ability of HVPD to attract tenant farmers may significantly
impact the irrigated acreage and electric load of the District, and further depress
property values.
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Load and Resource Information

e Historical and Five-Year Load Forecast:

Winter Summer Peak Energy Energy
Demand CP Demand CP  Annual @Substation  @Meters Load
Oct-Sep @ Sub (kW) @Sub (kW)  Growth (kWh) (kWh) Factor
2002 6,227 7,054 35,706,305 33,742,457 58%
2003 5,764 7,135 1% 30,378,130 28,707,333 49%
2004 6,343 10,537 48% 49,747,076 47,010,986 54%
2005 8,046 11,059 5% 42,839,429 40,483,261 44%
2006 5,448 6,544 -41% 22,701,083 21,452,525 40%
2007 7,797 11,699 79% 45,147,237 42,664,140 44%
2008 10,161 13,110 12% 72,671,896 68,674,942 63%
2009 10,600 12,702 -3% 78,208,854 73,907,367 70%
2010 8,151 13,572 7% 62,736,773 59,286,250 53%
2011 9,823 14,412 6% 71,976,966 68,018,233 57%
Current Forecast
2012 9,823 14,412 0% 71,976,966 68,018,233 57%
2013 9,823 14,412 0% 71,976,966 68,018,233 57%
2014 9,823 14,412 0% 71,976,966 68,018,233 57%
2015 9,823 14,412 0% 71,976,966 68,018,233 57%
2016 9,823 14,412 0% 71,976,966 68,018,233 57%

See Appendix C for a summary of the historical monthly load information (by
operating year) as well as a graphical illustration of how the District schedules its
resources to cover its loads in a typical year.

o Customer Profile Information

Agriculture—99%

o lIrrigation Pumping Plants—58%

o Other Ag-Related Loads—41%
Harquahala Valley Irrigation District Office —1%

See Appendix C for a graphical illustration.
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e Supply Side Resources

The District anticipates that current federal resources under contract, managed
through the continuation of the Resource Exchange Program, will be sufficient for
the District to meet its monthly power and energy requirements through the short-
term planning period, when supplemented by APS power that will continue to be
purchased from time-to-time to cover any short-term power shortfalls. For the
long-term planning period, the District has determined to secure an additional
long-term resource to diversify its portfolio of suppliers and provide additional
options for firming through the Resource Exchange Program.

As described in the District's prior Plan, HVPD spent several years participating
with the SPPR Group in evaluating future resource opportunities. The SPPR
Group is an association of forty not-for-profit electric utilities, including
cooperatives, municipalities, tribal power authorities, and irrigation and electric
districts providing service in Arizona, California, and Nevada. Taking advantage
of the Group’s size to broaden the scope of possible supplies, multiple options for
resources were considered, including both construction of a generating unit and
purchase of a portion of an existing generating unit. Ultimately, however, both of
these options became infeasible due to economic and regulatory circumstances.
The Group then issued a Request for Proposals (“RFP”), in response to which a
variety of proposals could be submitted, including unit contingent proposals,
turnkey proposals, 25-year purchase power agreements, slice of utility system
offers in which the sale would be treated with the same firmness as native load,
and the sale of existing generating units. The RFP was later modified to reflect
the changing requirements of the participants, and required bids to be for unit
contingent power or firm power from dedicated units, including slice of system
sales. Bids were also required to be for fully dispatchable service. Ultimately,
due to economic and other considerations, it was determined that the most
practicable option was a long-term power purchase agreement. Beginning
January 1, 2015, the District will begin operating, as a member of the SPPR
Group, under its new Power Purchase Agreement with Sempra Generation.

Detailed below are the District's current contractual commitments:

Arizona Power Authority (Hoover Power) at Buckeye Substation
o Hoover A Capacity & Energy
2,390 kW (Maximum with Hoover Firming Capacity)
8,168,000 kWh (Contract Entitlement)
o Expires September 30, 2017

Power Supply and Services Agreement (APS)
o Capacity & Energy as needed
o Wheeling from Buckeye Substation to meters
o Meter Reading and Customer Billing Services
o Losses from Substation to Meters
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= Capacity loss factor: 7.9 %
= Energy loss factor: 5.5 %
o Expires December 31, 2020

Power Purchase Agreement (Sempra Generation—through SPPR Group)
o Firm Capacity and Energy
e 5,000 kW
e Energy as needed
o Effective January 1, 2015, expires December 31, 2039

e Demand Side Resources

The majority of the District's electric power is utilized to pump groundwater for
agricultural purposes. The following is a list of some of the on-going water
conservation practices that are implemented by the District's customers to
efficiently utilize groundwater and therefore electricity. Most notably, a
substantial portion of the acreage being farmed in the District is now irrigated
using drip irrigation systems, providing maximum conservation of water and
minimum requirement of electricity for groundwater pumping.

Alternate Furrow Irrigation Graded Furrow or Border Use of Gated Pipe

Cut-Back Irrigation Portable Sprinklers Micro spray Systems

Angled Rows Uniform Slopes Tail Water Recovery

Shortened Field Lengths Deficit Irrigation Irrigation Scheduling

Land Leveling Soil & Water Amendments Concrete Ditch Lining

Precision Tillage Cropping Pattern-Winter vs. Subsoil Drip Irrigation Systems
Summer

Identification and Comparison of Resource Options

The identification of options for additional resources within this Integrated Resource
Plan is coordinated through an examination of the costs and benefits for each resource.
Because the majority of the District's customers already implement numerous irrigation
and agricultural efficiency practices in their operations, opportunities for additional
energy savings through demand side management (“DSM”) are very limited. However
the District will continue to look for additional opportunities for energy savings from
evolving technological advances in agricultural water conservation practices. To the
extent practicable, the District will also endeavor to promote customer awareness of
pumping workshops and other similar forums for further education on advancements in
water conservation practices and technology.
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Designation of Options

If additional resources are needed, the least cost option is identified from a cost benefit
analysis. This information is considered by the Board of Directors in public meetings
and combined with other information to select an Action Plan for the District that
conforms to the regulations and guidelines of the Energy Planning and Management
Program. The selection of the District's Action Plan also includes consideration for
reliability of service, economics, rate impacts and price elasticity, environmental effects,
regulatory impacts and risks, legal considerations and risks, competitive impacts, social
acceptance and public considerations and any other factors which may be identified
from time-to-time which may be pertinent in selecting or implementing an Action Plan.

Action Plan

Resource Action Plan

The time period covered by the District's Action Plan is the five-year period from
2012 through 2016.

The District has determined that to provide reliable electric power at the lowest
practicable cost, consistent with sound business principles, the District will
continue using its long-term entitlement of Hoover Resources to supply as much
as possible of the District's projected long-term power requirements. The current
federal resources and continuation of the Authority Hoover Resource Exchange
Program will be sufficient for the District to meet its monthly power and energy
requirements through the short-term planning period when supplemented with
some purchases of APS power that will continue to be made to cover any short-
term power deviations.

For the long-term planning period, the District has identified a need for additional
resources, with the objective of increasing its options for firming resources
purchased through the Resource Exchange Program, and to serve as a
successor for long-term contracts which will terminate in coming years.
Therefore, HVPD has entered into a long-term power purchase agreement as a
member of a group of public power entities. Together with the District’s existing
contractual arrangements, this is anticipated to be sufficient to meet all of the
District's requirements over the five-year planning period. No further resources
will be required. The District continuously reevaluates the possible need for new
resources, the availability of less costly resources and the potential for additional
DSM activities. The District's Resource Action Plan enhances customer financial
stability by providing services that will enhance property values and provide long-
term stability in electric power rates.
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The District provides power for irrigation pumping to farmlands that are also
served from surface water supplies from the Central Arizona Project (“CAP”).
The CAP began delivering water to farmlands within the District in 1988 and the
CAP policies for pricing and availability of CAP water have changed dramatically
since the start of CAP deliveries. Since pumped water and CAP water are both
essential in providing a reliable supply of water to farmed lands, the impacts of
CAP water deliveries upon the District's loads can be significant from year-to-
year. In addition, certain pumps served by the District are required for the
delivery of CAP water and thus the level of CAP water available has a direct
effect upon the electrical loads associated with those pumps. Currently CAP
pricing is increasing annually. CAP water price support programs are currently
being implemented to encourage additional CAP water usage which impacts the
District's annual pumping loads. Under the CAP policies, CAP water committed
to the District declines in the future, putting additional pressure on pumping to
supply the District's water needs.

Even if CAP water could supply the entire water requirements for certain farms,
the electric supplies are needed to backup the water system to reliably meet the
water requirements of the farmed lands during canal outages and to supply
ineligible farm lands due to Reclamation Reform Act regulations. While the
impact of CAP water is significant upon the seasonal electric requirements of the
District, the District's current resources and flexibility provided from the Hoover
Resource Exchange Program should be sufficient for the District to adjust its
resources to the changes in load requirements which may result from changes in
CAP water delivered to District land owners for the five-year planning horizon.

Since no new resources are needed, there are no milestones to evaluate
accomplishment of the Plan activities. Nevertheless, the District will monitor any
adjustments to the Plan for the long-term resource needs and will annually
review its electric loads and resources for any significant changes. |n the event
the loads of the District are projected to materially increase above those levels
represented in the Load and Resource information, other than normal deviations
due to cropping changes or weather impacts, the District will review its forecast
and evaluate the need for modifying its Integrated Resource Plan and notify
Western accordingly. In any event, the District will evaluate its load forecast and
resource information in detail every five years and refresh its Integrated
Resource Plan, in accordance with Western’s regulations.

e Conservation Action Plan

The District has decided to continue certain conservation activities to promote
and maintain energy efficiency and customer awareness for conserving electric,
water, and land resources.

Period: Calendar Years 2012 through 2016
Activity: Information Exchange Program
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Goal: Test 20% of customer pumping plants every year for 5 years.
The District attempts to test all pumps once or twice each year.
Activity Description: Irrigation Pump Efficiency Testing

e Validation and Evaluation

The District’s farmers own and operate their own pumps. Each farmer maintains
individual databases of the efficiency of their wells and pumping plants. This
information is usually determined using electrical usage information and pump
efficiency tests. The District's program of testing customer pumping plants will
continue to help the customers evaluate each pumping plant and identify
pumping plants which may be experiencing a decrease in overall pumping
efficiency. This information may then help the farmers to manage their
maintenance programs to optimize electrical consumption efficiency. Under this
program the District will attempt to periodically test each pumping plant operated
within the District in cooperation with the District's customers. With the pump test
information, and previous test information, an efficiency trend pattern can be
prepared. From the test information, the associated cost savings that might
result if the tested pump were operating at a theoretical 100% efficiency level can
be provided to the customer based upon the current District rates. The efficiency
information may assist the farmers in scheduling planned maintenance of the
pumping plants and will identify the financial benefit from performing the
efficiency improvements on a more frequent basis. Overall, on a District wide
basis, the ongoing pump testing and monitoring activity should encourage more
frequent pump maintenance which will result in an overall efficiency improvement
and energy savings. The Conservation Action Plan will be evaluated annually to
determine whether 20% of the pumping plants have been tested in that year.

Environmental Effects

The District is required, to the extent practicable, to minimize adverse environmental
effects of new resource acquisitions and document these efforts in the Integrated
Resource Plan. As noted above, the District has secured an additional long-term
resource which will become effective January 1, 2015. In procuring this resource, the
District worked collaboratively with a group of other similarly situated entities, known
collectively as the SPPR Group. Options for meeting anticipated future needs were
carefully considered, including the consideration of renewable resources. The SPPR
Group also utilized an Independent Market Monitor bidding process overseen by the
Arizona Corporation Commission to ensure the request for proposals process resulted
in the best alternative, and provided an unbiased evaluation platform. However, no
appropriate renewable resource was identified. The resource ultimately selected is
output from a natural gas supplied plant. Selection of a gas fired generation source will
help the District avoid future purchases from coal-fired generation, or market purchases
from a blended fuel mix which may include nuclear or coal. For HVPD, the SPPR
resource is intended to augment and displace current supplemental power supply
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arrangements which utilize a blend of thermal resources and provide operational
margins in the event surface water deliveries decrease. In addition, the acquisition of
this resource will allow the District the flexibility to incorporate additional renewable
resources which require firming, such as wind or hydro generation. Ultimately, the
District intends to utilize hydro resources and its firming capabilities through the Hoover
Resource Exchange Program to meet the majority of its electric loads. To the extent
the District utilizes the Resource Exchange Program and its firming capabilities to
exchange and better utilize the hydro resources of the District and other similarly
situated utilities, such efforts should be environmentally beneficial since such increased
utilization would offset thermal generation purchases.

In addition to maximizing the hydro-electric resources, the District's customers are
involved in substantial water conservation programs in their farming practices. The
investment made by the District's customers in installed water conservation technology
is extensive and far-reaching. As noted above, a considerable amount of the District's
irrigated acreage is now under drip irrigation systems. Their ongoing conservation
practices and ongoing maintenance of conservation investments continue to conserve
significant amounts of groundwater, and thereby electricity, annually. To the extent the
District sponsors conservation activities and information activities with its customers, the
conservation of groundwater is the fundamental achievement, which is environmentally
beneficial and economically sound.

Public Participation

The District has held a public meeting to discuss the development of the District's
Integrated Resource Plan.

Prior to the meeting, the District posted notice in advance of the meeting, giving the time
and place of the meeting and specifying that the District would be considering a draft
Integrated Resource Plan at the meeting. The notice was posted in accordance with
statutory open meeting law requirements. The notice stated that the draft Integrated
Resource Plan would be available to the public in advance of the meeting and that
public comment on the draft Integrated Resource Plan would be accepted at the
meeting. A copy of the notice is attached as Appendix D.

At the meeting, the draft Integrated Resource Plan was presented to the Board. After
discussion and the opportunity for public comment, the Board authorized the
preparation of a final Integrated Resource Plan, with such revisions as the Board
deemed appropriate. There were no public comments provided at the meeting or in
writing.
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APPENDIX C.3 -- Customer Profile Chart

Harquahala Valley Power District

Customer Profile
Customer Type # of Customers
Non-Irrigation Ag-Related 37
Gins 1
HVID Office 1
irrigation 54
Total 93

aNon-Irrigation Ag-Related
aGins

OHVID Office

i Olrrigation

10of1 K. R. Saline & Associates, PLC 1/5/2012



APPENDIX D - IRP Public Meeting Notice

HARQUAHALA VALLEY POWER DISTRICT

P.O. Box 1267
Mesa, AZ 85211-1267
Phone (480) 610-8741
Fax (480) 610-8796

PUBLIC NOTICE

Harquahala Valley Power District (“the District”) will be holding a board
meeting at 9:00 a.m. on December 12, 2011 at the offices of Martori Farms,
7332 E. Butherus Drive, Scottsdale, Arizona. At that board meeting the
District will review and approve its updated Integrated Resource Plan.
This Integrated Resource Plan, which is required by the Western Area
Power Administration, details the District’s power resource plan for the
next five years. The final Integrated Resource Plan will be available to the
public at the District’s office prior to the meeting. Written comments
regarding the Integrated Resource Plan will be accepted any time prior to
or at the meeting. Public comments will also be accepted at this time.
Please contact Jennifer Torpey at (480) 610-8741 for more information.

P O BOX 1267 MESA AZ 852111267 « PHONE 480-610-8741 ¢ FAX 480-610-8796



