ENERGY OUTFITTERS, LLC

Via E-mail & USPS

December 14, 2006

Mr. J. Tyler Carlson

Regional Manager

Western Area Power Administration
Desert Southwest Region

P. O. Box 8457

Phoenix, AZ 85005-6457

Re: Electrical District Number Five, Pinal County Integrated Resource Plan

Dear Mr. Carlson,

As you know, Western Area Power Administration’s (“Western”) Integrated Resource Planning Approval Criteria
require Western’s customers to submit updated Integrated Resource (or Small Customer) Plans to the
appropriate Regional Manager every five years after Western's approval of the initial Plan. Enclosed on behalf
of Electrical District Number Five, Pinal County (“ED5P”), pursuant to 10 C.F.R. § 905.13(b), is the second five-
year update to ED5P’s Integrated Resource Plan. This update was approved by ED5P’s Board of Directors at a
public meeting held on November 28, 2006.

If you have any questions regarding this Integrated Resource Plan, please do not hesitate to contact me.

Sincerely,

L i/ M. (W

Jennifer M. Téz;rpey
K.R./Saline & Associates, PL

Enclosure

ce: John Li (w/encl.)
Joe Mulholland (w/encl.)
Ron McEachern (w/encl.)
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Profile Data

Electrical District Number Five ("ED5" or “the District”) is an electrical district established
in 1946 by the Board of Supervisors of Pinal County pursuant to Chapter 3 of Title 30 of
the Arizona Revised Statutes. ED5 was organized to provide, and since 1952 has
provided, electrical power and energy primarily for pumping water for irrigation. ED5
obtained its original power purchase certificate from the Arizona Power Authority (“the
Authority”) in 1949.

EDS5 is located in Pinal County, Arizona. With a service area of approximately 49,000
acres, ED5 serves primarily agricultural irrigation pumping loads, with the remainder
being a small number of farm and agriculture-related residential and commercial
customers. EDS5 owns all of the distribution lines transmitting its power to its customers
and associated electrical equipment. ED5 receives power and energy on the
Parker-Davis System purchased from the Authority and Western Area Power
Administration (“Western”). A map of ED5’s service area is provided in Appendix A.

EDS is governed by a five-member Board of Directors elected annually by freeholders of
property within ED5's boundaries. Its current staff consists of one Manager and the
District operates and maintains its system under an agreement with Central Arizona
Irrigation and Drainage District. The District’'s current Board of Directors and relevant
contact persons are detailed below.

Board of Directors

Sam G. Smith—Chair

R. Gale Pearce—Vice-Chairman

William D. Woehlecke—Secretary/Treasurer
Don England Jr.

Clay White

Contact Persons

Ron McEachern Kenneth R. Saline

District Manager Engineering Consultant
Electrical District Number Five K. R. Saline & Associates, PLC
P.O. Box 576 160 N. Pasadena, Ste. 101
Eloy, AZ 85231 Mesa, AZ 85201-6764

Ph: (520) 466-7336 Ph: (480) 610-8741

Fax: (520) 466-7778 Fax: (480) 610-8796



ED5 purchases power from the Authority (Hoover Power), Western (SLCA/IP or CRSP
Power), and other sources. ED5 has a control area agreement with the Salt River
Project (“SRP”), participates in the Hoover Resource Exchange Program, and is a party
to an Integrated Resource Scheduling Agreement. These arrangements permit ED5
and other similarly situated utilities to integrate and exchange Hoover and SLCA/IP
power resources. The power and energy from the Authority and Western are
transmitted over the Parker-Davis transmission system to the Authority-owned and
District-leased ED5 substation for deliveries to ED5 customers. The power and energy
are delivered to the customers of ED5 over facilities owned and operated by the District.

The policies for service, rates and taxes for power provided by ED5 to its customers are
determined and set by its Board of Directors. Copies of ED5’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 is significantly impacted by water costs from irrigation pumping
which is supplied with ED5 electrical power. ED5 purchases the majority of its power
resources from the Authority and Western. The impacts of increased power costs and
reduced usage have historically caused the District to increase the District’s irrigation
customer rates. In 1994 the District implemented a Horse Power charge to try to offset
the increases in hydropower costs.

The current projection of the District loads for the upcoming two-year and five-year
periods does not indicate that additional resources are needed. The resource
scheduling and utilization of the District's resources has been managed through the
Authority’s Hoover Resource Exchange Program and through the District’s participation
in an Integrated Resource Scheduling program for Hoover and SLCA/IP resources,
respectively. These resource management programs have 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 that can temporarily utilize
the power during the same periods. With the continuation of these programs, and
current loads and resources, there is not any long-term need for additional resources for
the District. Therefore, the District will use its current entitlements of Hoover and
SLCA/IP resources with intermittent purchases of supplemental power to meet its
projected loads through the five-year planning period.



District Goals and Objectives

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

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

Competitive Situation

District Contract Information

Arizona Power Authority (Hoover Power Contract)
Western Area Power Administration (SLCA/IP Contract)
SRP Control Area Agreement

SRP Power Services Master Agreement

Requlations Applicable to District

Energy Planning and Management Program (EPACT ’00)

Requlations Applicable to District Customers

Arizona Department of Water Resources - Groundwater Management Act

Competition With District Service

There is competition for leasing the farm ground within ED5. Many of the land
owners in ED5 and other districts lease ground to tenant farmers who lease
property based upon lease cost and water costs (i.e., pumping costs). Therefore,
to the extent that the costs in ED5 become significantly higher than other areas,
the competition for farm ground may significantly impact the irrigated acreage
and electric load of the District.



Load and Resource Information

Historical and Five-Year Load Forecast:

Winter Summer

Demand CP Demand CP Peak Annual Energy Load

Oct-Sep @ Sub (kW) @Sub (kW) Growth  @Substation (kwh) Factor
1997 7,705 11,367 38,651,164 39%
1998 6,294 9,422 -17% 29,260,863 35%
1999 7,280 13,451 43% 35,134,504 30%
2000 6,018 7,732 -43% 33,966,649 50%
2001 6,889 11,181 45% 32,452,408 33%
2002 7,028 10,111 -10% 35,713,493 40%
2003 9,784 12,474 23% 52,221,347 48%
2004 10,044 12,636 1% 55,278,000 50%
2005 9,461 11,145 -12% 36,692,370 38%
2006 9,364 11,534 3% 44,085,225 44%

Current Forecast

2007 9,364 11,534 0% 44,085,225 44%
2008 9,364 11,534 0% 44,085,225 44%
2009 9,364 11,534 0% 44,085,225 44%
2010 9,364 11,534 0% 44,085,225 44%
2011 9,364 11,534 0% 44,085,225 44%

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

Customer Profile Information

Irrigation Pumping Plants—21%
Residential Load—42%
Commercial Load—10.5%
Other—26.5%

See Appendix C for a graphical illustration.



Supply Side Resources

The District anticipates that current federal resources under contract and
continuation of the Integrated Resource Scheduling procedures and the Authority
Hoover Resource Exchange Program will be sufficient for the District to meet its
monthly power and energy requirements through the short-term and long-term
planning periods. Some supplemental power will continue to be purchased from
time-to-time, either from SRP or others, to cover any short-term power
deviations. Detailed below are the District’'s current contractual commitments:

Arizona Power Authority (Hoover Power) at ED5 Tap

o

o

Hoover A Capacity & Energy

14,200 kW (Maximum with Hoover Firming Capacity)
48,535,000 kWh (Contract Entitlement)

Expires September 30, 2017

SLCA/IP Capacity at ED5 Tap

o

0]
0]
0]

Winter Season CROD: 2,449 kW
Summer Season CROD: 2,742 kW

Contract Term: Expires September 30, 2024

Energy entitlements by fiscal year:

Winter Season

Fiscal Year Energy (kWh)
FY 2006 4,223,783
FY 2007 4,312,537
FY 2008 4,401,291
FY 2009 - FY 2024 4,490,045

Power Sale and Service Agreement (SRP)

o Supplemental Energy service, Firm Capacity/Energy Sale or Exchange,

o

Control Area Services Operating Agreement (SRP)

o Control Area services: System Control service, Energy scheduling,
Interchange scheduling, Inter-tie Operating service, Dynamic Scheduling
service, Load Imbalance service, Regulation service, Spinning Reserves

o

Energy Based Control Area Services
Expires August 31, 2010

service, Non-Spinning Reserve service
Expires August 31, 2010

Summer Season
Energy (kWh)

4,692,741
4,791,349
4,889,957
4,988,565



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.

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.

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 and because the Arizona
Groundwater Management Act heavily regulates the use of groundwater, opportunities
for additional energy savings through demand side management (“DSM”) are very
limited. However, the District will continue to look for other opportunities for energy
savings from evolving technological advances in agricultural 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.

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 which
conforms with 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
2007 through 2011.

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 entitlements of Hoover and SLCA/IP power to supply
the District's projected long-term power requirements. The current federal
resources and continuation of the Integrated Resource Scheduling procedures
and the Authority Hoover Resource Exchange Program will be sufficient for the
District to meet its monthly power and energy requirements through the short-
term and long-term planning periods. Additional purchases of supplemental
power will continue to be made from time-to-time to cover any short-term power
deviations. The District is not experiencing any anticipated load growth and
therefore does not need any new resources at this time. However, the District
continues to participate in the Southwest Public Power Resources (“SPPR”)
Group in evaluating future resource opportunities. The SPPR Group represents
20 Participants comprised of thirty-nine public power entities providing service in
Arizona, California, and Nevada. Although the District does not anticipate any
immediate change in resource options due to the efforts of the SPPR Group, it
may assist the District in accessing new long-term options in the future. 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.

The District provides electricity 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. Currently
CAP pricing is reviewed annually to increase sales of CAP water to Arizona
entities. CAP water price support programs and in-lieu programs are currently
being implemented to encourage additional CAP water usage which impacts the
District’s annual pumping loads. Even if CAP water could supply the entire water
requirements for certain farms, the electric supplies are needed to backup the
surface 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. The pumps are also used to augment surface water
supplies in peak months when canal limitations restrict the amount of water that



can be supplied from CAP. 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 and the
Integrated Resource Scheduling procedures 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. In 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.

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 Year 2007 through 2011
Activity: Power Factor Improvement Program
Distribution System Line Loss Reduction Program
Distribution System Equipment Inspection Program
Irrigation Well Efficiency Testing Program for District Customers

Validation and Evaluation

ED5 has worked very closely with representatives of the Arizona Power Authority
and various consultants to maintain its system. The District has utilized infrared
equipment on loan from the Authority and has hired consultants to calculate the
District’'s power factor and system losses and as a result of those findings has
implemented a program which includes the monthly inspection of the system
regulators, reclosers and capacitors to keep system losses to a minimum. The
District has set in place an inspection form for each of the devices where the field
service crews can log their inspection and identify any defective components
which could be repaired or replaced in order to increase the efficient operation of
the distribution system.
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The District also has an on-going program to monitor the efficiency of the wells
served by the District. This program evaluates both the water and energy
efficiency of each well. When the well’s efficiency drops below a certain level,
the equipment is removed and inspected for needed repairs or replacement.
These well rehabilitations result in the continued efficiency of the wells and have
been very successful over the last fifteen years in reducing the amount of energy
required to meet the customers’ pumping needs.

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. Since the District does not foresee the acquisition of any additional
resources, there are no adverse environmental effects caused by new resource
acquisition. Under the District’s current resource plan, the District utilizes hydro
resources to meet the majority of its electric loads. To the extent the District utilizes the
Integrated Resource Scheduling procedures or the Authority Hoover Resource
Exchange Program 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 steam generation purchases.

In addition to maximizing the hydro resources, the District’s customers are involved in
substantial water conservation programs in their farming practices. The installed water
conservation investment by the District’s customers is extensive and far-reaching. Their
ongoing conservation practices and ongoing maintenance of conservation investments
continue to conserve significant amounts of groundwater 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. The overall irrigation efficiency of each farmer is
heavily regulated by the State of Arizona through the Groundwater Management Act.

Public Participation

The District has held one public meeting to discuss the development of its 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 Plan would be accepted at the meeting. A copy of the
notice is attached as Appendix D.

11



