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Albert P. Barker, ISB #2867

Paul L. Arrington, ISB #7198

BARKER ROSHOLT & SIMPSON LLP
1010 W. Jefferson, Suite 102

P.0. Box 2139

Boise, Idaho 83701-2139

Telephone: (208) 336-0700

Facsimile: (208) 344-6034 -

Attorneys for Suncor Idaho LLC (n.k.a. Avimor, LLC)

BEFORE THE DEPARTMENT OF WATER RESOURCES
OF THE STATE OF IDAHO

lN THE MATTER OF APPLICATION
FOR PERMIT NO. 63-32061 IN THE
NAME OF SUNCOR IDAHO, LLC
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11.

12.

14.
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APPLICANT’S EXHIBITS

Certificate of Secretary, company structure chart, Articles of Amendment (name
change)

2005 SunCor Development Company Annual Report and Financials
2005 Pinnacle West Capital Corporation Annual Report and Financials

Special Warranty Deed, recorded in Ada, Boise and Gem Counties, showing
beneficial interest of SunCor Development Company and assignment of that right,
title and interest to Spring Valley Development LLC (renamed Avimor LLC)

Memorandum of Agreements, recorded in Ada, Boise and Gem Counties,
evidencing the contribution agreement and Subdivision Trust Agreement

Memorandum of Declaration of Covenants, Restrictions and Easements made
between SunCor Idaho, LLC (renamed Avimor, LLC), First American title
Company, Spring Valley Livestock Company, Inc., Colin McLeod IIT and Teresa
McLeod AR Boise, LLC, and Pioneer Title Company, affecting portions of the

property.

Development Agreement between SunCor Idaho, LLC (renamed Avimor, LLC),
County of Ada, and SunCor Development Company, following Ada County
approval of the Avimor Specific Plan, PC rezoning, and Comprehensive Plan
Amendment

Approval by IDWR of an Application for Stream Channel Alteration Permit #63-
20059, June 27, 2006

Approval by Department of Army Corp of Engineers to discharge fill material into
Spring Valley Creek and other tributaries, June 27" 2006

Approval by Department of Army Corp of Engineers of crossings and discharge of
material under Army Nationwide Permit (NWP) 12, August 14, 2006

Approval by DEQ of offsite water facilities, Aug 22, 2006

Approval by DEQ of plans and specifications for wastewater collection and
pressure irrigation distribution systems, Sept 6, 2006

Application to DEQ for the Water Reuse Permit, Sept 18, 2006

Application to ITD for a Right-of-way Encroachment Application and permit
approaches, Sept. 26" 2006
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19.

20.

21.

22,

23.

24.

25.

26.

27.

28.

29.
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Requested approval from ACHD of Avimor Drive bridge and Street plans for phase
one, Oct 3, 2006.

Application to EPA. for an NPDES permit for the Avimor Water Reclamation
Facility, Aug 25, 2006

Issuance of Grading Permit #06-16 by Ada County, June 21, 2006, and aerial photo
showing grading activity in Sept 2006.

Ada County Preliminary Plat acceptance for phase 1 and revisions to Specific Plan,
Aug. 21 2006. Hearing was rescheduled to Oct 26, 2006

Application to City of Eagle for a Comprehensive Plan Amendment, Sept 22, 2006

Articles of Incorporation for Highland Water Company and Foothills Sewer

~ Company

Exhibits and Land Use Summary indicating proposed uses
SunCor Application for Permit No. 63-32061

SPF Water Engineering March 3, 2005 response letter to Department of Water
Resources regarding Application for Permit issues

Department of Water Resources Water Application Report 63-32061

SPF Water Engineering Water-Level Monitoring Plan and Agreement — Avnnor
Project — December 7, 2005

Groundwater Exploration Drilling in the Spring Valley Ranch Vicinity of Gem,
Ada, and Boise Counties, Idaho, Scanlan Engineering. Report prepared for SunCor
Development Company, April 2003.

Aquifer Evaluation in the Big and Little Gulch Areas of Spring Valley Ranch. SPF

Water Engineering, LLC. Report prepared for SunCor Development Company and
SunCor Idaho, LLC, October 2004.

Well Construction and Aquifer Testing of Spring Valley Ranch Exploration Well
No. 5. SPF Water Engineering, LLC. Report prepared for SunCor Development
Company and SunCor Idaho, LLC, June 17, 2004.

Well Construction and Aquifer Testing in the Sandy Hill Area of Spring Valley
Ranch. Report prepared for SunCor Development Company and SunCor Idaho,
LLC, June 18, 2004.
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32.

33.

34.

35.

37.

38.

39.

40.

41.

42,

44,

45.

46.

Water Rights Map for the Avimor and Spring Valley Ranch Resource Area. SPF

Water Engineering, LLC, January 20, 2006.

Well Density Map for the Avimor and Spring Valley Ranch Resource Area. SPF
Water Engineering, LLC, January 20, 2006.

Geologic Map for the Avimor and Spring Valley Ranch Resource Area. SPF Water
Engineering, LL.C, January 20, 2006.

Aquifer Boundaries Map for the Avimor and Spring Valley Ranch resource area.
SPF Water Engineering, LLC, January 20, 2006.

Hydrologic sub-basin map for the Avimor and Spring Valley Ranch resource area.
SPF Water Engineering, LLC, January 20, 2006. .

Public Water Systems Map for the Avimor and Spring Valley Ranch resource area.
SPF Water Engineering, LLC, January 20, 2006.

Ground Water Contour Map for the Avimor and Spring Valley Ranch resource area.
SPF Water Engineering, LLC, January 20, 2006.

Design Flows — Public Water Systems. Design File Note prepared by Monty G.
Marchus, P.E., Idaho Division of Environmental Quality, July 2, 1999.

Water level data from the Lynn Wells.

Combined POU and POD map (show PODs that have been dropped)
Willow Creek arca water rights

Combined POU and POD map with protestants’ PODs

Monitoring agreement with Ada County Foothills Association, water level data, and
drillers’ reports

Letter from John Sharkey to Bob Taunton dated March 1, 2006 regarding approved
injection well permits #63W208001, 63W208002, and 63W208003; Spring Valley
Ranch/Avimor Subdivision ASR Project.

Terry Scanlan Resume

Christian Petrich Resume

Testimony of Rod Davidson, Ada Planning & Zoning Commission Re: Avimor
Planned Community, October 6, 2005

APPLICANT’S EXHIBITS - 3
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47. Testimony of Lyle Mullins, Ada Planning & Zoning Commission Re: Avimor

Planned Community, November 10, 2005

48. Testimony of Rod Davidson and Lyle Mullins, Ada County Board of
Commissioners Meeting Re: Avimor Planned Community, December 14, 2005

49. Department of Water Resources Water Right Search — Rod Davidson
50. Department of Water Resources Water Right Search — Lyle Mullins

51. Department of Water Resources Water Application Report — Lida and Philip Fry,
Water Right No. 63-31147

52. Department of Water Resources Water Permit Report — Garth Baldwin, Water Right
No. 65-13447

53. Department of Water Resources Water Right Report — Garth Baldwin, Water Right
No. 63-7565

54. Spring Valley Ranch Preliminary Feasibility Assessment — July 2001

55. Protestant Lyle Mullins issues and questions - SunCor/IDWR Prehearing
Conference 09/08/05

56. Protestant Lyle Mullins issues and questions — SunCor/IDWR Prehearing
Conference 07/26/06

57. Philip Fry Protest to Water Application 63-32061, May 23, 2005

58. Letter from Terry Scanlan to Steve Lester dated March 3, 2005 regarding
Application for Permit No. 63-32061

59. ODesigw Gaidecives AUIMER SpPeerrsi'a PLQ....,W,eJ
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\) CERTIFICATE OF SECRETARY

1, Bradley E. Wright, hereby certify as follows:

L. I am the duly elected, qualified and acting Secretary of SunCor Idaho, Inc., an Idaho
corporation (the “Corporation™), the sole Member of Avimor, LLC, an Idaho limited liability
company (the “Company™); and

2. Each of the following persons is a duly elected, qualified and acting officer of the
Corporation and holds the office set opposite his/her name:

Name Office
William J. Post -~  Chairman
Steven A. Betts --  Chief Executive Officer
Robert G. Taunton --  President
Duane S. Black --  Executive Vice President
Bradley E. Wright --  Secretary
Michael D. Martin -~ Treasurer
o TO CERTIFY WHICH, I have executed this Certificate this 3\ day of August, 2006.
é!%p /
Bradley B-Wright
Secretary
Department of Water Resources
STy AF’PFCANT’S
A { Exhibit '
FAusers\CORP\slmack\Avimor\Douglzs Property\Certificate of Secretary {clean).doc 1 Date Admitta a _/ D J 3 I_! o

O A
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SUNCOR DEVELOPMENT\M)MPANY - IDAHO ENTITIES

l/ B

\w/
Officers & Directors:
Chairman — Bill Post/Director
CEQ -- Steve Betts/Director
President — Bob Taunton
Executive VP — Duane Black
Secretary - Brad Wright
Treasurer — Mike Martin

Non-Officers:

Vice President — Doug McAfee
Vice President — Mike Wardle
Vice President — Kevin Wentland

Last Updated4/10/2006

SunCor Development Company,
an Arizona corporation

SunCor Idaho, Inc.,
an ldaho corporation

(holds contractor's license)

Avimer, LLC,
an Idaho limited liability company

{development of Avimor)
(single-member)

{helds broker license)

{Entity TBD), LLC
an Idaho limited liability company

(future develdpment)

(single-member)

@
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'FILED EFFECTIVE

(instructions on back of application)

1. The name of the limited liability company is:

SunCor [daho, LLC

ARTICLES OF AMENDMENTTO .
ARTICLES OF ORGANIZATION “""R-T AHi:57
LIMITED.LIABILITY COMPANY  SECRETARY OF SIATE

STATE OF lDAJ 0

2. The date the arficles of organization were filed was: -

It the LLC has heen adminlsiratively dissolved and the name |s no -
longer avallable for use, #3 below must includs an amendment of name,

July 22, 2003

COMPLETE ONLY THE APPLICABLE ITEMS

3. The name of the limited liability combany is amended to read:

Avimor, LLC

4. '~ Themanagementofthelimited liability company shall hencefo
[ ] Manager(s) [} Members

5. The information on the managersfmembers shall be amended

Name Address

6. Signature of at least one manager, if any, or atleast one member.

rth be vestedin:

as follows:

X

d

0.
)
0,
(oA
w
®;
5
@
1

ooooo|
oOogoo

Signature: - E
Typed Name: Duane S, Black :

Capacity: Executive Vice President & COO

By: SunCor Development Company,
Its: Sole Member - a

Revised 082004

» Web Form

Secretary of Stale use only

IDAND SECRETARY OF STHTE
83/a7/28006 60556
CK: 14b59 CT: 176R91 BH: 941697
1B 38.88 = 36.89 ORGAN RMEN § 2
18 20.88 = PA.BD EXPEDITEC % 3

w2511~
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RANCHO 41640
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Where life is taking us. Together.

“The past 20 years have taken SunCor on a path of growth and success, feading us
£0 OUr position as a prémier real estare deveiopment company serving the mouncain
west region. Throughaut our joraey, we have been guided by the principles of
unsurpsssed quality in every aspect of our work and uncompromising
intepsity in every facet of our company. Along the way, we haye
explored mamyrewarding opportuniti d marked many nateworthy
achicvements, Now we lookahead to where we are going with long-term
commirtment ta our industry, our projeces and, above all, our people,
Theneighbors who Jive, work and play at our properties. The individials who
puwer our company. The investors, pariners and associates who Share our vision
Together, iife i taking us to new and exciting places?

Sincerely,

Steve Betls

POESIOENT ARU CRIED EXECU)

We're right there with you.

Life can Tead you in many different directions. And cab rake you a ot

of ditferent places, Otfering new possibilities and opportunities v dav.

4 Loty
e (Y £ ot Sy Pang e 1

Since 1 }3 O, SunCor has been a part of lite for people throughout

the mouniain west region. As a truly niudtificeted real estate company,

our diversity 15 a developer is virtually unsarpassed i the market. Through

five umigue business sectors — community homebuilding, mister-planned

communities, commercial development. mixed-use urban infill properrics

and golf courses —we create places to l] VC, WO ].'k Z‘\T].d pliiv.

The diversity of our projects is matched by the quality of our develupme
setting the highest standards of excellence, And the breadth of our

15 48 great as the depth of our commitment, with I on :‘,"* term
k_l. Cui i C :‘31:'} OT1 10 the prajects we develop and the peaple we're

here for. When life leads to SunCorn




COMMUNITY HOMEBUILDING

Coming home to quality.

It's the inost important place life tkes you: home. At SunCor, our companies

e developed a strong foundation of quality in homebuilding, reflecied

mouwr record sales and closines in 2005.

ith our fong-term commirments in neyw.and expanding communities,

we are strongly posinioned for ongoing growth and sustainabilivy.

Among other achievements during 2005, we closed out our Hidd
commtimity innorth Scotesdaley continued to build on the success of
our Palm Vafley community and mitiated sales at Golden Henrage Honles
at Prescott La The condomi remains strong, as Edgewater au
Hayden Ferry Lakeside on Tompe Town Lake sold out and sales began just
down the shore at Bridgeview. With the addition of new master-planied

coinmunities 1o our porttolio, Campbell Raoch in Albuguerque and Avimoria

Boiss, we fumher €Xpanded our homebuilding

dlv LOTL to an auncipated level of 1,200 homes per year. For more

anil more people every vear, SunCor means “hom




MASTER-PLANNED COMMUNITY VELOPMENT

Living life in style.

SnnCor’s master-planned conmunites otfer more than justa place to hive —
bul also an inviling way 1o live, with neighborhoeds, amenities and ather
modern community fearures all contriburing to a special lifesy
leader in

SunCor and its compani ¢ commitled to creating communities

of distinction.

The sole.of master developer requires visionary planming and Jong-terr 5 R i e 7 SEn Sk CLEss a8
. i : ? 2 e - facciained

commitment to build exceptional communities. At SunCor, bur for ;

and dedication is reflected ih our communities, including our 9,500-acre

Talm Valley dev ient. Ina dest and thoving location, Palm Vil

atcacts the hest builders, advancing the growth and d

the community, Inall of our master-planued pre , OUE goalis to create

ul [ Co i i)

L‘L{ﬂ.k. Y 1MINITIES, designed and developed Lo

provide las chitsito the 5 rhere swe build them and

the p hem.




COMMERCIAL DEVELOPMENT

Taking care of business.

Corporat ssional ce space. Flex-oflice and lipht-indusoial

facilities, Shopping cent mmercial distribution centers. Mixed-use

o Every day in LOCAtiONS around the wes

life takes people to SunCor’s diverse commercial developments. Whether
P! 13

it’sia plice 1o wor 1 place ta shop, our propestiesare known for detailed

planning and supenor design and constiuction

CILTAIBY

We also leased 935 of our Riverside Distribution Center,
square-foot facility developed as a joint venture with The Ryan Companies

- v - r PALM VA FIICE PARK
In 2005, we executed approximately 29 leases, comprising 627,000 squarc ;

feet for a total lease value of over $45 mitlion,

LIGNT WEST




MIXED-USE URBAN-INFILL DEVELOPMENT
Going new places.

Although it becoming a commonly used term, mixed-use urbanintill is one

st unique and exciting dimensions of SunCor's business, of fering

of them

awide vty OPpOTtunities for growth

» Qur Urban Infill Group s with

imunity commercial town centers, merging the realitics pamic

) planning 3
- e ' oy GRIENT

PRCJECT BEIN
HY SUNCOR

al environments with innovative concepts of ¢

(keside. Afrer achieving 1 92%

2(19,000-squnre- . S A b
. 2 | : I ad TR f # L EXPERNGES
2 i example.

eveinime B, HARGELE
" AL PAES

ease-up on the proj first of ficefretail tower, this 8-story.

foor structure sold for 833 millon in July 2005. Construction commenced

on the adjucent 12-story office/retail tower due for camy v 2007

i

gewater, the fixst of four residential high-tise towers.will be comp

in the Spring of 2006, Construction of the next'high-rise residential tower,

Bridgeview, will commence in early 2006 Complementing this 1.8 mallions

square-foot mixed-use project is a planned full-service, svarld-class hote




GOLF COURSE DEVELOPMENT

ring the game

TS

The noelaimpt ooutse AL SN Selona

‘RalERecorthas expaidnd fnw, {r ‘
e chitesplacs of enopalytspecial

ol wition ioard game. A5

With over 50 million golfers around e and counting, the populanity
of golf continues o graw. At SunCor, our long-standing commitment to
the sporr 15 reflected in the w class guality of our golf properties and

§ ; ; Reve g 1‘% .
the increasing num f players at our courses, INCVETTLIES 1OX

1r golf division remain exc

highest standar

golf is more than a pame. It t of life.

OLF CLUE

 saarting afay
DR CoLTEAS Breatal By some of

iy niostAnaR v
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Projects for the Periods Presented

Golden Heritage Homes
Residential and Master-Planned
Communities

Avimor
Boise, Idabe

Coral Canyon
Wasbington County, Utab

Edgewater at Hayden Ferry Lakeside

Tempe, Arizona

Golden Heritage Homes
at Prescott Lakes
Prescott, Arizona

Hidden Hills
Scottsdale, Artzona

Palm Valley
Goodyear, Arizona

Rancho Viejo
Santa Fe County, New Mexico

Scottsdale Mountain
Scottsdale, Arizona

Sedona Golf Resort
Village of Oak Creek, Arizona

StoneRidge
Prescott Valley, Arizona

SunRidge Canyon
FPountain Hills, Arizona

The Village at Litchfield Park
Litchfield Park, Arizona

2 SUNCOR FINAMNCIAL REPORT 2005

Commercial Development

Alameda Crossing
Avondale, Arizona

Coral Canyon Harley Davidson
Wasbington County, Utah

Coral Canyon Town Center
Waskington County, Utab

Costeo Plaza
Tempe, Arizona

Hayden Ferry Lakeside
Tempe, Arizona

Palm Valley Cornerstone
Goodyear, Arizona

Palm Valley Crossing
Goodyear, Arizona

Palm Valley Lz Piazza Center
Goodyear, Arizona

Palm Valley Office Park
Goodyear, Arizona

Palm Valley Pavilions
Goodyear, Arizona

Rancho Viejo Village Center
Santa Fe County, New Mexico

Rio West Business Park
Tempe, Arizona

Riverside Distribution Center
Dhoeniz, Arizona

SroneRidge Commercial
Prescott Valley, Arizona

Talavi Towne Centre
Glendale, Arizona

Tempe MarketPlace
Tempe, Arizona

The Technology Center at Talavi

Glendale, Arizona

‘Wigwam Creek Shopping Center

Litchfield Park, Arizona

Golf Management

Club West Golf Club
Phoentx, Arizona

Coral Canyon Gelf Course
Wasbington County, Utab

Palm Valley Golf Club
Goodyear, Arizona

Sanctuary Golf Course
at WestWorld
Scottsdale, Arizona

Sedona Golf Resort
Viillage of Oak Creek, Arizona

SroneRidge Golf Course
Prescott Valley, Artzona

SunRidge Canyon Golf Club
Fountain Hills, Anzona

Family Enterfainment Centers

Fiddlesticks
Scottsdale, Arizona

Fiddlesticks
Tempe, Arizona

Funtasticks
Tucson, Arizona

Public Utilities

Ranchland Utilicy
Santa Fe County, New Mexico

Mortgage Origination

HFS Mortgage
Tempe, Arizona

Web Site

WWW.SUNCOIaZ.com
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Independent Auditors’ Report

TO THE BOARD OF DIRECTORS AND SHAREHOLDER OF SUNCOR DEVELOPMENT COMPANY:

We have audited the accompanying consolidated balance sheets of SunCor Development Company and subsidiaries
(the “Company”) as of December 31; 2005 and 2004, and the related consolidated statements of income, stock-
holder’s equity, and cash flows for each of the three yearsin the period ended December 31, 2005. These financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on

these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
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 consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
expressing an opinion on the effectiveness of the Company'’s internal control over financial reporting. Accordingly,
we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. W believe that our audits

provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position
of the Company at December 31, 2005 and 2004, and the results of its operations and its cash flows for each of the
three years in the period ended December 31, 2005, in conformity with accounting principles generally accepted in

the United States of America.

Delothd Dovese LU
Deloitte & Touche LLP

Phoenix, Arizona
April 5, 2006

SUNGOR FENANCIAL REPORT 2005 3
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Consolidated Balance Sheets

DECEMBER 31,

2005 2004

{DOLLARS IN MILLIONS)

Assets:

Cash and cash eguivalents $ 138 $ 23.0
Accounts receivable and other 4.7 5.1
Home inventory 53.4 - 320
Notes receivable 1.9 2.1
Land, net 278.0 230.4
Consolidated land not owned 34.0 34.0
Property and equipment, net 74.0 110.7
Investment in joint ventures 56 6.2
Restricted funds 0.1 0.2
Other assets 17.3 10.0
Deferred income tax 4.6 10.0
TOTAL ASSETS $ 487.4 $ 463.7
Liabilities and Stockholder’s Equity:

Liabilities:

Accounts payable and other liabilities $ 588 $ 821
Notes payable 145.0 87.0
Deferred profit 14.9 31.7
TOTAL LIABILITIES 218.7 200.8
Minarity interest 10.1 10.0
Mingrity interest in consolidated land not owned 338 33.7
Total Minority Interest 43.9 43.7
Commitments and contingencies (Notes 3, 10, 11, 15, and 16}

Stockholder's equity:

Common stock, $100 par value, 10,220 shares issued and outstanding 1.0 1.0
Additional paid-in capital 99.0 149.0
Accumulated earnings 124.8 69.2
TOTAL STOCKHOLDER'S EQUITY 224.8 219.2
TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY $ 487.4 $ 463.7

See Notes to Consolidated Financial Statements

4 SUNCOR FINANCIAL REPORT 2005



[ j Consolidated Statements of Income
YEAR ENDING DECEMBER 31, 2005 2004 2063
(DOLLARS IN MILLIONS)

Revenues:

Home sales $222.8 $ 2159 $172.1
Land sales 92.2 113.8 78.1
Sale of assets 21 0.6 89.2
Commercial property and management 20.9 20.0 14.3
Total Revenues 338.0 350.3 353.7

QOperating Expenses:

Cost of homes sold 172.4 169.6 137.8
Cost of land sold 38.2 48.0 42.8
Cost of assets sold 2.0 0.5 64.3
Commercial property and management 17.7 16.4 12.9
General and administrative 48.0 46.7 - 43.5
Total Operating Expenses 278.3 281.2 3013
Operating Income 59.7 69.1 52.4
\_) Other Income (Expense):
Equity in joint venture earnings 1.9 3.0 3.3
Interest income 1.0 0.6 0.7
Interest expense (net of amounts capitalized of $4.2, $3.8, and $3.9) {1.4) (0.8) (1.1)
Miscellaneous income 0.7 1.5 21.4
Total Other Income 2.2 4.3 24.3
Minority interest (2.7) (5.1} (1.0)
Income from continuing operations before taxes 59.2 68.3 75.7
Income taxes 20.4 27.2 28.9
Income from continuing operations 38.8 41.1 46.8
Discontinued operations (net of tax of $11.0, $2.4, and $6.1) 16.8 3.6 9.3
Net Income $ 55.6 $ 447 $ 56.1

See Notes fo Consolidated Financial Statements

) SUNCOR FINANCIAL REPORT 20D5 5§
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Consolidated Statements of Stockholder's Equity

Additional Total
Common Paid-In Accumulated Stockholder's
Steck Capital (Deficit) Earnings Equity
(DOLLARS IN MILLIONS)

Balance, January I, 2003 $1.0 $342.0 $ (31.9) $ 311.4
Net income 56.1 56.1
Return of capital (108.0) (108.0)
Balance, December 31, 2003 1.0 234.0 245 259.5
Net income 44.7 447
Return of capital (85.0) (85.0)
Balance, December 31, 2004 1.0 149.0 69.2 219.2
Net income 55.6 55.6
Return of capital {50.0) (50.0)
Balance, December 31, 2005 $1.0 $ 99.0 $ 1248 $ 2248

See Notes to Consolidated Financial Statemenis

6 SUNCOR FINANCIAL REPORT 2005



. j Consolidated Statements of Cash Flows
YEAR ENDING DECEMBER 31, 2005 2004 2003
{DOLLARS IN MILLIONS)
Cash flows from operating activities:
Net income $ 55.6 $ 44.7 $ 56.1

Adjustments to reconcile net income from continuing operations to net cash (used in}/provided by operating activities:

Notes Payable

D See Notes to Consolidated Firancial Stalements

SUNCOR FINANCIAL REPORT 2005 7

Depreciation 3.4 6.2 5.3
Gain on sale of assets (33.9) (5.2 (16.5)
Minority interest 2.7 5.1 1.0
Equity in joint venture earnings (1.9) (3.0) 3.3)
Deferred income taxes 54 (16.3) 22.6
{Increase)/decrease in accounts receivable and other assets 0.4 (3.2} 5.3
(Increase)/decrease in home inventory {17.5} 2.2 4.1
{Increase)/decrease in notes receivable 0.0 89 (8.2}
(Increase)/decrease in land (44.9) 2.8 53.6
{Increasel/decrease in deferred assets (5.6} 1.7 0.1)
Increase/{decrease)} in accounts payable and other liabilities (38.6) 27.7 14.2
Increasef(decrease) in deferred profit (16.8) 31.7 0.0
NET CASH (USED IN} PROVIDED BY OPERATING ACTIVITIES {91.7) 103.3 134.1
Cash flows from investing activities:
Costs to construct commercial properties and equipment, net 2.1} (12.0) 13.5
Proceeds from sale of assets 78.2 8.7 43.7
://ﬂ) Joint venture minority interest (distributions), net (2.6) (10.2) (0.2)
5 Unconsolidated joint venture distributions, net 2.5 9.3 7.8
NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES 76.0 (4.2) 64.8
Cash flows from financing activities:
Return of capital to stockholder (50.0) (85.0} {108.0}
Proceeds from issuance of notes and bonds payable, net of issue costs 180.3 110.1 135.5
Repayment of notes payable {123.8} {127.1} (225.6)
NET CASH PROVIDED BY {USED IN) FINANCING ACTIVITIES 6.5 (102.0) (198.1)
Net {decrease)/increase in cash and cash equivalents (9.2) 2.9 0.8
Cash and cash equivalents, beginning of year 23.0 25.9 25.1
CASH AND CASH EQUIVALENTS, END OF YEAR $ 13.8 $ 23.0 $ 25.9
Supplemental disclosures of non-cash investing and financing activities:
Acquisition/disposal of property and equipment utilizing capitaiized leases  $ (0.3) $ 0.2) $ 08
Transfer of land to commercial property 87 1.2 0.0
Record consolidated land not awned:
Land 0.0 34.0 0.0
Minority [nterest (0.1) (33.7) 0.0
Notes Payable (0.1} (0.3) 0.0
Land Distribution to Minority Partner 0.0 0.0 0.6
Consolidation of various LLCs (see Notes 5g, h, i, and j)k
Land 0.0 0.0 8.0
Property 0.0 0.0 38.7
Investment in JV 0.0 0.0 {5.1)
0.0 0.0 (41.6)
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Notes to Consolidated Financial Statements

]. = Organization and Business

SunCor Development Company (“SunCor” or the
“Company”) is a wholly-owned subsidiary of Pinnacle
West Capital Corporation (“PWCC”). The Company’s
main activities involve acquisition, development, home
construction, operation, and sale of residential and

commercial properties in the western United States.

2 » Summary of Significant Accounting Policies

Reclassifications - Certain reclassifications have been made
to prior years’ consolidated financial statements to conform

to current year presentation.

Principles of Consolidation - The consolidated financial
statements are prepared in accordance with accounting
principles generatly accepted in the United Stares of America
and include the accounts of SunCor and those of its wholly-
owned subsidiaries and consolidated joint ventures,
partnerships, and other entities which have a controlling
financial interest, and of variable interest entities (see

Note 18) in which we are deemed the primary beneficiary
{collectively, the “Company”). These include Rancho

Viejo de Santa Fe, Inc. (“Rancho Viejo"}, Golden Heritage
Homes, Inc. (“GHH"), HFS Mortgage, L.L.C. (“HFS"),
Westworld Golf Course, L.L.C. {*Westworld”), Hidden
Hills of Scottsdale, L.C. (“Hidden Hills"), Hayden Ferry
Lakeside, L.L.C. {*HFL"), Club Wesz Golf Course, L.L.C.
(“Club West™), and SunRidge Canyon, L.L.C. (“SunRidge”).

Al significant inter-company transactions and balances
have been eliminated. “Minority Interest” represents the
minority partmers’ proportionate share of the earnings

and equity of Scottsdale Mountain Limited Parenership
(“SMLP™), Kabuto/SunCor Joint Venture (“Kabuto JV”),
StoneRidge-Prescott Valley, L.L.C. (“StoneRidge”), Coral
Canyon Town Center, LL.C. (“CCTC"}, Coral Canyon Harley
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Davidson, L.L.C. {(“CCHD"), and StcneRidge Commercial,
L.L.C. (“StoneRidge Commercial”). At December 31, 2005,
the Company owned 65% of SMLP, 70% of Kabute JV, 60%
of StoneRidge, 75% of CCTC, 50% of CCHD, and 60% of
StoneRidge Commercial. See Note 5 for information on each
of the consolidated ventures and Note 5(m) for the detail

of the change in Minority Interest from 2004 to 2005.

Home Inventory - Home inventory consists of construction
costs, improved lot costs, and other costs including capitalized
interest and property taxes on homes under construction.
Home inventory is stated at the lower of accumulated cost

or estimated fair value less costs to sell.

Real Estate Sales—~ The Company recognizes income from
land, home, and qualifying commercial operating asset
sales in full, provided (a) the income is determinable, that
is, the collectibility of the sales price is reasonably assured
or the amount that will not be collectible can be estimared,
and (b) the earnings process is virtually complete, that is,
the Company is not obliged to perform significant activities
after the sale to earn the income. Unless both conditions
exist, recognition of all or part of the income is postponed.
Commercial property and management revenues are recorded
over the term of the lease or period in which services

are provided.

Long-lived Assets - The Company reviews for impairment
whenever events or changes in circumstances indicate that
the carrying amount of an asset may not be recoverable.

In performing the review for recoverability, the Company
estimates the future undiscounted cash flows based on the
existing service potential of the asset at the date tested. i
the sum of the expected future undiscounted cash flows is
less than the carrying amount of the asset, then impairment
is assessed. Measurement of an impairment loss for lang-
lived assets held for development or use is based on the
amount by which the carrying amount of the long-lived

asset exceeds its fair value.
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The results of operations of long-lived assets, which are
considered a component of the Company that either has
been disposed of, or is classified as held for sale, are reported
in discontinued operations if both of the following crireria
are met: (a) the operations and cash flows of the component
have been (or will be} eliminated from the engoing operations
of the entity as a result of the disposal transaction, and

(b) the entity will not have any significant continuing
involvement in the operations of the component after the
disposal transaction. See Note 12 for further discussion

on discontinued operations.

Income Taxes - The Company’s operations are included

in the consolidated income tax returns of PWCC. The
Company's income tax liability is determined in accordance
with the SunCor/PWCC income tax allocation agreement
(“Agreement”}, which provides for a separate return
calculation for each subsidiary. In accordance with the
Agreement, the Company can carry forward its federal and
state net operating losses (*NOL") indefinitely, if the
NOL was used in the PWCC consolidated rerurn. All NOL
carryforwards were utilized in 2003.

Statements of Cash Flows - The Company considers all
highly liquid debt instruments purchased with an original
maturity of three months or less to be cash equivalents.
Interest paid in 2003, 2004, and 2003 was approximately
$5.4 million, $5.2 million, and $5.0 million, respectively.
Taxes paid in 2005, 2004, and 2003 were approximately
$64.9 million, $25.2 million, and $3.2 million, respectively.

Fair Value of Financial Instruments - The carrying amounts
of accounts receivable and accounts payable approximate
fair value because of the short maturity of these financial
instruments. Notes that bear variable rates indexed to prime
or the London Interbank Offered Rate (“LIBOR") have carry-
ing values which approximate fair value. Fair value estimates

are made at a specific point in time, based on relevant markex

information about the financial instruments, Changes in
assumptions or market conditions could significantly affect

those estimates.

Use of Estimates - The preparation of financial statements
in conformity with generally accepted accounting principles
requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues
and expenses during the reporting periods. Actual results

could differ from those estimates.

Homebuilding Warranty - The Company estimates a warranty
reserve as a percentage of the home sales price to cover
reported claims for its homebuilding activides. This warranty
coverage period varies by state. The warranty reserve is
reviewed periodically to ensure that a proper reserve halance
is recorded. The reserve balance at December 31, 2005 and

2004 was $1.4 million and $1.5 million, respectively.

HOMEBUILDING WARRANTY RESERVE

2005 2004
IDOLLARS N MILLIONS)

Beginning Balance $ 1.5 $ 08
Warranty Reserves provided 1.4 1.5
Payments and other (L.5) (0.8)
Ending Balance $ 14 $ 1.5

Guarantees — In accordance with the Financial Accounting
Standards Board (“FASB”) Interpretation No. 45 ("FIN 457},
“Guarantor’s Accounting and Disclosure Requirements

for Guarantees, Including Guarantees of Indebtedness of
Others - and interpretation of FASB Starements No. 3, 57,
and 107 and rescission of FASB Interpretation No. 34",

the Company recognizes, at inception of a guaranree, a liability
for the fair value of the obligation undertaken in issuing

the guarantee.
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3 » Land

The Company’s acquisition costs, infrastructure costs,

_ property taxes, and interest directly associated with the

acquisition and development of each project are capitalized
until the project is substantally complete and ready for its
intended use. Interest capitalized on land development in
2005, 2004, and 2003 was $1.8 million, $1.2 million, and
$2.0 million, xespectively. Included in “Other" below is $2.8
million and $3.0 million related to certain guarantees entered
into during 2005 and 2004, respectively, that are associated
with land development (see Note 15). Land under development
and land held for future development are stated at accumulared
cost except, to the extent that such land is believed to be
impaired, it is written down to estimated fair value. Land
held for sale is stated at the lower of accumulated cost or
estimated fair value, less costs to sell. Upon commencement
of housing construction, allocated land costs are transferred

to home inventory on a lot-by-lot basis.

The evaluation of impairment is based upon the sales
proceeds anticipated in the normal course of business, less
estimated costs to complete or improve the property to the
condidon used in determining the estimated selling price and
current market price. Such values are based on management’s
estimates and, in certain instances, are supported by informa-
tion obtained from independent appraisers. These estimates
are periodically updated to reflect actual experience or
changes in estimates. In evaluating impairment, the underly-
ing assumptions reflect the Company's intent to dispose of
its real estare assers in 2n orderly, ongoing manner in the

normal course of operations.
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Land consists primarily of the following at December 31:

LAND

2005 2004

(BOLLARS IN MILLIONS)

Palm Valley $1296 $114.1
Rancho Viejo 247 23.4
Hidden Hills 0.0 4.2
Coral Canyon 22.0 23.0
StoneRidge 28.1 25.2
Hayden Ferry Lakeside — Office 17.2 9.5
Edgewater at Hayden Fetry 12.0 11.0
Avimor 4.4 3.2
Rio West 16.4 13.7
Prescott Lakes 8.9 0.0
Consolidated Land Not Qwned 34.0 340
Qther 14.7 3.1

Total Land $£312.0 $264.4

(2} The Palm Valley project located primarily in Goodyear,
Arizona, started in 1987 with approximately 11,300 acres.
The Company master planned approximately 9,500 of these
acres to include single-family and multifamily residential,
commercial, industrial, and golf course uses. Over the past
years, this project has been the focal point of real estate activity
for the Company. During 2003, the Company continued to
take advantage of a favorable residential real estate market
and sold approximately 150 acres of property which resulted
in profit of $15.4 million. During 2004, the Company
sold approximately 594 acres of property. See Note 17 for
deferred profit recognized during 2005 and 2004. As of
December 31, 2005, the Company has approximately 3,150
acres left in the Palm Valley project of which approximately

3,000 acres are within the original master plan area.

(b) Rancho Viejo is a mixed-use master-planned community
of approximately 11,000 acres of land located near Santa Fe,
New Mexico. The initial phase contains approximately 2,500
acres which began in 1998 and contains approximarely 2,438

single-family units, along with commercial property. The
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Company is anticipating to serve as the production home-
butlder for an estimated 2,170 single-family units with the

remaining 268 units to be sold as custom lots.

In accordance with the project’s purchase documents, propercy
is transferred to the Company in phases. The released phase
has an associated property lien that records the originat land
owner's interest in the property. At the time property is sold
to a third-party, the original land ownexs authorize a partial
release from the lien. The original land owners receive 2
percentage of the sale price varying for each type of real
estate szle as a participation payment. The Company may
terminate the agreement at its option with no further
obligations, In December 2003, the Financial Accounting
Standards Board (“FASB”) issued FASB Interpretation No. 46
{revised) (“FIN 46R™), “Consolidation of Variable Interest
Entities - an Interpretation of Accounting Research Bulletin
{(*ARB"} No. 51" In accordance with FIN 46R,, approximately
$18.5 miliion has been capiralized for Rancho Viejo land as
of December 31, 2005 and 2004 (see Note 18).

{c) Hidden Hills is a residential project consisting of approxi-
mately 419 acres of land in Scottsdele, Arizona, with the
Company as the primary homebuilder. This project initially

started with 355 residential lots and now has 1 lot remazining,

(d) Coral Canyon is a mixed-use, master-planned community
of approximately 2,500 acres of land located near St. George,
Utah. Upon build-out, the project is anticipated to contain
appreximately 2,820 single-family units, along with property
for commercial and golf course uses. The Company is antici-
pating to serve as the exclusive homebuilder for an estimated
2,680 single-family units with the remaining 140 wnits o be
sold as custom lots. The golf course opened to the public and
the first home and custom lot closings commenced in 2000.
In accordance with the project’s purchase documents, the

State of Utah retains title to the property until a sale closes to

a third-party buyer. The State of Utah receives a percentage
of the sale price varying for each type of real estate sale
which is first applied against the annual required payments.
The Company may terminate the agreement at its option
with no further obligations (see Note 18}, The Company has
partnered with the State of Utah on two commercial build-

ings on the project (see Notes 5] and 5k).

() StoneRidge is a mixed-use, master-planned community of
approximately 1,840 acres located in Prescott Valley, Arizona.
Upon build-out, the project is anticipated to contain approxi-
mately 2,059 single-family units, along with property for
multifamily, time-share, commercial and golf course uses.
The Company is anticipating to serve as the production
homebuilder for 1n estimated 1,523 single-family units with
the remaining 536 units to be sold as custom lots. The golf
course opened to the public and the first home and custom

lot closings commenced in 2002 (see Note 5e).

In accordance with the project’s purchase documents, & trust
retains title to the property until it is closed to a third-party
buyer. The Company makes required annual payments to
the original land owners to maintain its development rights.
These payments are added into a land eredit account. The
original land owners receive a percentage of the sale price
varying for each type of real estate sale which is netted
against the land credit account. The Company may terminate
the agreement at its option with no further obligations.

In accordance with FIN 46R, approximarely $2.1 million has
been capitalized for StoneRidge land as of December 31,
2005 and 2004 (see Note 18).

{f) Hayden Ferry Lakeside is a mixed-use plan for approxi-
mately 17 acres on Tempe Town Lake in Tempe, Arizona.
The Company has purchased approximately 14 acres and has
an agreement to purchase the remainder from the City. In

2005, the first of fice tower was sold. Construction of the
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second office tower and expansion of the garage also started
in 2005. The first residential condominiums were nearing

corapletion in 2005, with closings anticipated for 2006.

(g) Avimor is located 3 miles north of the city of Eagle, Idaho,
within the Boise metropolitan area, The project contains
approximately 23,175 acres of land in the unincorporated area
of three Counties: Ada (approximately 9,475 acres), Boise
(approximately 7,900 acres), and Gem (approximately 5,800
acres). Significant topographical challenges will dictate the
ultimate developable density of the project, but it is estimared
that over half the total area acreage will be remain as open
space. In early 2006, the Ada County Commissioners approved
development of an 840 acre specific plan of approximately
700 units. Land development activity is anticipated to begin
in the spring of 2006 with home construction planned to
start in the fall of 2006. The Company will operate as the
primary production homebuilder, with the balance of homes

constructed by custom homebuilders.

In accordance with the project’s purchase documents, a erust
retains title to the property until it is closed to a third-party
buyer. The Company will make minimum annual obligation
payments to the original land owners after the first home
closing occurs to maintain its development rights. The original
land owners receive a percentage of the sale price varying
for each type of real estare sale which is netred against the
minimum annual obligation payments. The Company may
terminate the agreement at its option with no further obliga-
tions. In accordance with FIN 46R, approximately $7.3
million has been capitalized for Avimor land as of December
31, 2005 and 2004 {see Note 18).

{h) Rio West is a commercial office project of approximately
25 acres located in Tempe, Arizona. The Company purchased
the land from the City of Tempe and plans to build five
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office buildings for a total of approximately 294,000 square
feet of space. The first three buildings were complered and
leased in 2005 and the final two buildings are anticipated ro

start construction in 2006,

(i) Prescott Lakes is approximately 175 acres with approxi-
mately 450 lots that is within the 1,100 acre Prescott Lakes
community located in Prescott, Arizona. The Company is
planning to nuse GHH to build the majority of the homes

within the project.

In accordance with the project’s purchase documents, a trust
retains title to the property until it is closed to a third-party
huyer. The Company is required to make minimum quarterly
takedowns on a cumulative and annual basis from the trust,
starting six months after the models are completed. In accor-
dance with FIN 46R, approximately $6.1 million has been
capitalized for Prescott Lakes land as of December 31, 2005
and 2004 (see Note 18).

(j) Other Land in 2005 consists primarily of accrued develop-
ment costs of approximarely $11.9 million and approximarely
$2.8 million for Guarantees (see Note 15). In 2004, Other
Land consists primarily of approximately $3.0 million for

Guarantees {(see Note 13).

4. Homebuilding

The Company currently builds and sells as GHH within the
following developments: Palm Valley, Rancho Viejo, Hidden
Hills, Coral Canyon, StoneRidge, and Prescott Lakes. During
2003, Prescott Lakes had their first home closings and
Hidden Hills almost sold out. The following table shows

anmual activity for each of the locations:
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HOME CLOSINGS BY PROJECT venture interest. Subsequently, the Company purchased an
2005 2004 additional 20% interest in Kabuto JV from the other partner in
Palm Valley 120 186 exchange for retiring a $2.1 million note from the partner. At
Rancha Viejo 132 112 December 31, 2005, all of the land of the Kabuto JV has been
Hidden Hills 48 81 .
Coral Canyen 214 161 sold. The Company’s consolidated financial statements include
StoneRidge 169 191 all of the assets, liabilities, and operations of Kabuto JV.
Prescott Lakes / 0 The other partner’s 30% interest in Kabuto JV is reflected as
Sedona o 12
Total Units §90 743 “Minority Interest” in the consolidated financial statements,

{c) Hidden Hills was reorganized in 2001 as a single-member

limited Kabili ith the Co the sol ber.
5- Consolidated Ventures o oy company Wt @ Lompany astiesalemen

d} Club West was re ized in 2003 as a single-member
{a) SMLP is a limited partnership formed in April 1992 to @) Clu was reorganizedn : gle-mem

limited liability com ith the Co as the sole member.
acquire, develop, and sell certain real property. The Company © Y CompEy W i o

is the general parmer in SMLP, as well as being a limited {e) StoneRidge is a limited liability company formed in 2001
partner. The Company contributed approximarely 1,400 acres to acquire, develop, sell, and manage the StoneRidge
of land to SMLP for a 100% interest. Subsequent to the development in Prescott Valley, Arizona. The approximately
formation of the parmership, the Company sold limited pariner 1,840 acre development is planned to include single-family
e :) interests totaling 35% of SMLP's total equity for $4.9 million. and multifamily residential, commerctal, time-share, and golf
- In March 2005, all partnership assets were distributed. The course uses. The Compary is the managing partner and has
Company’s consolidated financial statements include all of 1 60% ownership in StoneRidge. The other partner’s 40%
the assets, liabilities, and operations of SMLPE. The limited interest in StoneRidge is reflected as “Minority Interest” in
partners’ 33% interest in SMLP and the income therefrom the consolidated financial statements.

have been reflected as “Minority Interest” in the consolidated (£) HES is a limired liability company formed in 1998 to offer
financial statements. Included in the Company's minority

interest is $0.0 million and $0.2 million ar December 31,

mortgages to customers for the purpose of buying new homes
or refinancing homes. The Company is 100% owner of HES.

2005 and 2004, respectively. As of December 31, 2004, this Hoemebuilders Financial Network, L.L.C. has been retained
project has sold all land. Remaining assets were distributed

in March 2005.

to originate, process, close, and sell to investors the mortgage
loans made to homebuyers for a monthly management fee.
{b) Kabuto JV is a general parmership formed in Octoher The management fee is a percentage of the pre-tax net operat-
1990 to acquire, develop, and sell approximately 330 acres of ing income. IIFS had revenues of $2.2 million, $2.1 million,
land, The Village at Litchfield Park. The Company coneributed and $2.1 million in 2005, 2004, and 2003 with resulting

to Kabuto JV its undivided 50% inrerest in land forits original ~ netincome of $0.7 million, $0.6 million, and $0.7 million,

joint venture interest. The other Kabuto JV partner purchased respectively. HFS revenues are included in commercial
the additional undivided 50% interest in land from the property and management revenue on the consolidated
Company and contributed it to Kabuto JV for its original jeint ~ income statement.
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(g) Westworld is a single-member limited liability company
that operates the Sanctuary Golf Course, an 18-hole champion-
ship golf course in Scottsdale, Arizona. Westworld has
developed the golf course under a sublicense agreement with
the City of Scottsdale on approximately 200 acres of land
controlled by a senior license agreement berween the City of

Scottsdale and the United States Bureau of Land Management.

(h) SunRidge is 2 limited liability company formed in 1994

to acquire, develop, manage, and sell approximately 950 acres
of land in Fountain Hills, Arizona. The master-plan for the
praject included approximately 826 single-family homes and
an 18-hole golf course and clubhouse. The golf course opened
to the public and residential land sales commenced in 1993.
The last lot was sold in 2002. The Comparty purchased the
other member’s interest in 2003 and is now the sole member

of the LLC which continues to operate the golf course.

(i) HFL is a limited liabilicy company formed in 2000 to plan,
construct, lease, and sell office/retail buildings and residential
units in Tempe, Arizona. The Company purchased the other
member’s interest in 2003 and is now the sole member of the
LLC. The first office tower was sold July 2005. At December
31, 2003, the first phase of condominiums, (Edgewater at
Hayden Ferry Lakeside), was nearing completion and construc-

tion of the second office tower and garage expansion started.

{j) CCTCisa limited liability company formed in 2002 to
develop, operate, and sell office property in Utah, Currently
the Company owns 75% and the minority partner has 25%.
The office property is a two-story office building thar was
completed in 2003 and contains approximaely 25,000 square
feet of rentable space. At December 31, 2005 the building
was 90% occupied with the Company leasing approximately
20% of the total rentable space. The other partners 25% inter-
est in. CCTC is reflected as “Minority Interest” in the

consolidated financial statements.
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{k) CCHD is a limited liability company formed in 2003 to
develop, manage, and sell a specific retail property in Utah.
As of December 31, 2003, each partner owns 50%, with

the Company being the managing member, The retail build-
ing contains approximately 8,200 square feet and is 100%
leased at year end 2005. The other partner’s 50% interest in
CCHD is reflected as “Minority Interest” in the consolidated

financial statements.

{1) StoneRidge Commercial is a limited liability company formed
in 2004 to acquire, develop, manage, and sell an approximately
16,000 square foot combination community center and office
building within the StoneRidge development. The Company
is the managing partner and owns 60% of the venture. The
other partner's 40% interest in StoneRidge Commercial is
reflected as “Minority Interest” in the consolidared financial
statements. At December 31, 2005, the building was -

substantially complete with tenants to move in early 2006.

{m) Total Minority Interest included in the consolidated
balance sheets as of December 31, 2004 was $10.0 million.
Minority Interest income of $2.7 million less cash distributions
of $2.6 million increases the 2005 Minority Interest balance
to $10.1 million. Minority Interest for consolidated land not
owned is $33.8 million to reflect the adoption of FIN 46R
(see Notes 3b, 3d, 3¢, 3g, 31, and 18).

6. Investment in Joint Ventures

INVESTMENT IN JOINT YVENTURES

2005 2004
{DOLLARS IN MILLIONS)

Centrepoint Associates $ 3.5 $ 36
Sedona Golf Resort 1.2 1.4
Talavi Associates 1.0 1.0
Riverside Distribution Center (0.1) 0.2
Total Investment in Joint Ventures $ 56 $ 6.2
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(2) Centrepoint Associates, LL.P. (“Centrepoint LLP"isa
general partnership formed in January 1939 to acquire,
develop, manage, and sell real property. The Company initially
contributed approximately 40 acres of land in the MarketPlace
project for its 50% interest, The Company’s partner contributed
approximately $8.8 million for its 50% initial interest. From
these initial contributions, the Centrepoint LLP developed
approximately 393,000 square feet of retail space. In 1995, the
Company contributed a 50% interest in approximately 85,000
square feer of retail space in Talavi and a 50% interest in
approximately 40 acres of land in Palm Valley to Centrepoint
LLP, The other partner purchased the additional 50% interest
in retail space and land from the Company and contributed it
to Centrepoint LEP, which has built or acquired an additional
50,000 square feet of retail space in Talavi.

In 2002, Centrepoint LLF sold approximately 12,000 square
feet of retail space at Talavi and approximately 149,000
square feet of retail space at MarketPlace, leaving approximately
367,000 square feet of retail space at Talavi and MarketPlace
for operations. In 2004, Centrepoint LLP sold the MarketPlace
property to the other partner and retained contrel of approxi-
mately 112,000 square feet of retail space at Talavi, The
Company recognized a gain of approximately $1.9 million on

its share of the Centrepoint sale to the other partner.

The following represents summarized financial informarion
of Centrepoint LLP at December 31, 2005 and 2004 and for
the year ending:

CENTREPOINT LLP

2005 2004 2003
{DOLLARS IN MILLIONS)

Assets:

Cash and cash equivalents $ 04 $ 05

Buildings and other, net 5.4 59

Land and improvements 5.2 9.7

Total $11.0 % 161

Liabilities and members' capital:

Notes payable $ 00 $ 57

Members' capital 11.0 10.4

Total $110 § 161
Operations:

Revenues $106 §$ 274 $ 3.6
Expenses 4.8 59 1.9
Depreciation 0.4 0.6 0.8
Net Income 4 54 § 209 $ 0.9

{b) Sedona Golf Resort, L.C. (“Sedona LC") is a limited liabilicy
company formed in Februacy 1995 to acquire, develop, manage,
and sell approximately 300 acres of land in Sedona, Arizona,
including an existing 18-hole golf course. In addirion to the
golf course, the master plan for this project includes single-family
residential, hotel, retail, and vacation ownership uses. The
Company and the other member purchased their 50% initial
interests in Sedona LC for approximately $3.5 million each.
The Company is the managing member of the venture. The
Operating Agreement rewards the Company with increased
distribution percentages for achieving certain return on invest-
ment criteriz which were achieved in 2003. Land sales are
complete and the galf course is the remaining major asset of the
LC. The following represents summarized financial information
of Sedona LC at December 31, 2005 and 2004 and for the year
ending:
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SEDONA LC
2005 2004 2003
{DOLLARS IN MILLIONS)
Assets:
Cash and cash equivalents $ 02 $ 04
Golf course and other, net 10.1 10.2
Total $103 $ 106

Liabilities and members’ capital:
Accounts payable and

other liabilities $ 04 $ 04

Notes payable 7.0 7.2

Members' capital 2.9 3.0

Total $103 $1056
Operations:

Revenues $ 39 % 39 $ 6.3
Expenses 3.7 3.1 6.1
Net Income $ 0.2 $ 08 $ 0.8

{c) SunCor-Palm Valley Apartments I Partership and SunCor-
Palm Valley Apartments II Partnership (“PV Apartments [ &
I1”) were partnerships formed in 1996 and 1997, respectively,
to plan, construct, and lease a lnxury apartment complex in
Goodyear, Arizona. The Company contributed approximately
16 acres of land in Palm Valley to these partnerships for its
51% interest. The Company’s partner supervised the planning,
design, and construction of the project, and provided the
day-to-day management of the project, for its 49% interest.
The first phase, consisting of 132 unirs, opened in 1997 and
the second phase, consisting of 132 units, opened in 1998.
PV Apartments ] and II were sold in 2003,

The following represents summarized combined financial
information of PV Apartments I and II for the year ending
December 31, 2003:

PV APARTMENTS ! AND I

2003

{DOLLARS IN MILLIONS)

Operations:

Revenues $19.3
Expenses 13.4
Net Income $ 5.9
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{d) Talavi Associates, LL.C. (“Talavi LLC") is a limited liabilicy
company formed in November 1997 to plan, construct, lease,
and sell of fice/industrial buildings in Glendale, Arizona.

The Company contributed approximately 17 acres of land o
Talavi LLC for its 50% interest. The other member purchased
approximately 17 acres of land in Talavi from the Company
and eontributed it to Talavi LLC for its 50% interest. The
Company is the managing member of this venture. Talavi
LLC sold the approximiately 37,000 square-foor garden office
building in 2003 and the approximately 25,000 square-foot
office building in 2004. At December 31, 2005, the assets of

Talavi LLC consist of nine acres to be developed.

The following represents summarized financial information

of Talavi LLC atr December 31, 2005 and 2004 and for the

year ending:
TALAYI LLC
2005 2004 2003
{DGLLARS kN MILLIONS)

Assets:

Cash and cash equivalents $01 $03

Land and improvements 1.3 1.2

Total $ 14 $ 1.5

Liabilities and members’ capital:

Members’ capital $ 14 $ 15

Total $ 14 $ 1.5
Operations:

Revenues $ 0.0 $ 31 $ 7.3
Expenses 0.1 2.0 4.8
Depreciation 0.0 0.0 0.2
Net Income (Loss) $0.1) 3 1.1 $ 23

{e) Riverside Distribution Center, L.L.C. (*Riverside LLC"} is
a limited liability company formed in 2004 ro plan, construct,
lease, and sell commercial/industrial buildings in Phoenix,
Arizona. The Company contributed approximately 28 acres
of land to Riverside LLC for its 50% interest and the other
member contributed cash for its 50% interest. The cther member

is the managing member.
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At December 31, 2005, the assets of Riverside LLC consisted
of an industrial building of approximately 503,000 square feer.

The following represents summarized financial information
of Riverside LLC at December 31, 2005 and 2004 and for the
year ending:

RIVERSIDE LLC

2005 2004

(DOLLARS IN MILLIONS)

Assets:

Cash and cash equivalents $ 01 % 00
Buildings and other, net 9.9 10.9
Land and improvements 3.9 1.8
Total $13.9 $127

Liahilities and members’ capitai:
Accounts payable

and other liabilities $ (03 $ 19
Notes payable 11.4 7.1
Members' capital 2.8 3.7
Total $13.9 §127
Operations:

Revenues $ 02 $ 00
Expenses 0.5 0.0
Depreciation 0.5 0.0
Net Income (Loss) $ (08 $ 0.0

The Compary accounts for its investments in Centrepoint LLF,
Sedona LC, PV Apartments [ and II, Talavi LLC, and
Riverside LLC using the equity methed of accounting.

» Notes Receivable

Notes Receivable balance totaled §1.9 million and $2.1
million at December 31, 2005 and 2004, respectively. The
2005 balance of $1.9 million is a result of amounts due
from the purchaser of LPSCo for continuing sale contract
obligations that will end in 2007. This note was paid in
January 2006, The 2004 balance of $2.1 million is a result
of 2004 amounts due from the purchaser of LPSCo.

8 » Other Assets

Other Asser balances were $17.3 million and $10.0 million
at December 31, 2005 and 2004, respectively. The 2005
balance consisted primarily of prepaid assets, prepaid tax
payments and funds on deposit with the Community
Facilities Districts for StoneRidge and Kabuto JV. The 2004
balance is primarily for funds on deposit with the Community
Facilities Districes for StoneRidge and Kabuto JV along

with prepaid assets.

9- Property and Equipment

Property and Equipment are stated at cost. Major additions
and renovations are capitalized and depreciated over their
estimated useful lives. Depreciation is calculated using the
straight-line method over the assets’ estimated useful lives,
which generally range from 3 to 20 years for furniture and
equipment, 20 to 50 years for buildings and improvements,
and 5 to 30 years for ather property and equipment. Model
home furnishings are amoriized over each home closing
based on the specified number of lots that were determined
to benefit from the model homes. Depreciadon expense was
$3.4 million, $3.6 million, and $3.1 million at December 31,
2005, 2004, and 2003, respectively.

Property and Equipment consist of the following at
December 31, 2005 and 2004:

PROPERTY AND EQUIPMENT

2005 2004
{DOLLARS IN MILLIGNS)

Land and improvemeants $43.8 $ 483
Buildings 30.7 60.8
Furniture, equipment, and other 17.1 25.8
Water and sewer plant and equipment 2.6 2.3
Total 94.2 137.2
Less accumulated depreciation (20.2) {26.5)

Property and Equipment, net $74.0 %1107
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10 = Commitments and Contingencies

The Company is involved in litigation arising in the ordinary
course of business, none of which is expected to have a
material adverse effect on the Company’s financial condition,

results of operations, cash flows or liquidity.

Operating Leases — The Company’s lease expense is
predominantly for office rental, model home leaseback, and
golf course equipment under operating leases. Lease expense
for the years ended December 31, 2005, 2004, and 2003 was
approximately $2.8 million, $2.2 million, and $3.3 million,
respectively. Future minimum lease payments as of
December 31, 2005 are as follows:

FUTURE MINIMUM LEASE PAYMENTS

YEAR ENDING DECEMBER 31: {DOLLARS [N MILLIONS)

2006 $ 3.0
2007 2.7
2008 2.3
2009 22
2010 18
Thereafter 1.7
Total $ 13.7

1 1 w Notes Payable

Notes Payable consists of the following at December 31,
2005 and 2004:

NOTES PAYABLE

2005 2004

{DOLLARS IN MILLIONS)

Revolving line of credit $123.0 §$35.0

HFL 5.0 33.9
Golf course notes 16.5 17.2
Consalidated liability for land not owned 0.2 0.3
Capital leases & Other 0.3 0.6
Total $ 145.0 §$87.0
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In 2005, the Company replaced an existing $90 million revolv-
ing line of aredit agreement with a $150 million revolving line
of credit. The interest rate for the loan facility is variable, based
on the lender’s prime rate plus 0.5% or LIBOR plus 1.50 % to
2.00% (5.93% at December 31, 2005), and is payable monthly.
The loan facility matures in December 2008,

The $150 million loan facility is secured primarily by an
interest in land, commercial properties, land contracts,
and homes under construction. The Company and certain
subsidiaries provide a guarantee for the loan facility. The
amount that is available to be funded under the line is
calculated monthly based upon a value assigned to the assets
and contracts that secure the loan. The unused available
portion of the line totaled $27 million at December 31, 2005.

The loan facility requires compliance with certain financial
loan covenants pertaining to debt to net worth, debt service,
liquidity, cash flow coverage, and restrictions an debt. The
Company is in compliance with these financial covenants at
December 31, 2005.

As of December 31, 2004, HFL had two separate loan facilities,
one for $5.0 million secured by land and the other for $28.9
million secured by the first office building. The office build-
ing sold in July 2005 and the $28.9 million loan was paid in
full. The remaining land loan matures April 2006 and the
Company is in the process of renewing it. The land loan bears
interest at LIBOR plus 2.50%, which was 6.62% at December
31, 2005.

Golf Course notes at December 31, 2005 include notes
secured by Palm Valley Golf Club, Club West Golf Club,
StoneRidge Golf Club, SunRidge Golf Club, 2nd Sanctuary
Golf Club. The notes mature in 2006 through 2008 and bear
fixed interest at 4.25% and variable rates ranging from LIBOR
plus 2.5% to Prime plus 2.0%, which were 6.62% to 9.00% at
December 31, 2005.
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The following represents the future minimum principal

payments under notes payable existing at December 31, 2005:

FUTURE MINIMUM PRINCIPAL PAYMENTS
UNDER NOTES PAYAELE

YEAR ENDING DECEMBER 31: {DOLLARS IN MILLIONS})

2006 $ 16.3
2007 0.4
2008 128.3
Thereafter 0.0
Total $ 145.0

1 2 = Assets and Liabilities Held for Sale
and Discontinued Operations

The Company’s discontinued operations for 2005 represent
the results of the operations and sales of HFL Office 1, Palm
Valley Office Park I &II, and the Family Entertainment
Centers {“FEC") along with continued sale proceeds resulting
from the LPSCo transactions. In accordance with Statement
of Financial Accounting Standards (“SFAS™) No. 144,
“Accounting for the Impairment or Disposal of Leng-Lived
Assets”, HFL Office 1, Palm Valley Office Park 1 & I, FEC,
and LPSCo have been reflected as discontinued operations for
all periods presented. The 2004 discontinued aperations

are primarily a result of the operations and sales of the Palm
Valley Cornerstone Shops A&B and the Litchfield Park
Professional Plaza along with continued sale requirements
resulting from the LPSCo transactions. The 2003 discontinued
operations are primarily a result of the operations and sale of
the building leased to Kohl’s at Alameda Crossing and the sale
of LPSCo. The following represents summarized financial

information:

DISCONTINUED OPERATIONS

2005 2004 2003
(DOLLARS [N MILLIONS)

Income Statement:
Net Discontinued
Operations before Income Tax $ 27.8 $6.0 $154
(inciuding disposal gains
of $33.9, $5.2, and $16.5)
Income Tax on
Discontinued Operations (11.0) {2.4) (6.1)
Net Income frem
Discontinued Operations $ 16.8 $36 $ 9.3

As of December 31, 2005, no assets are classified as held
for sale.

In conjunction with the sale of HFL Office 1, the Company
continues to lease of fice space in HFL Office 1 for use in its
normal operations. The lease is at fair market value, however
in accordance with SFAS 98, “Accounting for Sates with
Leasebacks™ the Company deferred approximately $8.8 million
in profit from the sale. The deferred profit will be recognized
over the remaining term of the lease as lease payments are
made. As of December 31, 2005 deferred profit related to the
sale-leaseback was approximately $8.3 million (see Notes
10and 17).

In conjuncrion with the sale of FEC, the buyer provided an
indemnification as the Company was not released from end

of lease obligations by the lessor.

1 3 = Related Party Transactions

The Company, through its wholly-owned homebuilding
subsidiary GHH, at times purchased property or lots from
SMLP, SunRidge LLC, Sedona LC, Hidden Hills LC, and
Kabuto JV. GHH would then construct and market the
homes to the general public. Prior to 2003, the Company

purchased finished lots and residential parcels from various
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joint ventures. Profits on these inter-company transactions
are not recorded until the home is construcred and sold

to an unrelated third party. During 2005, 2004, and 2003,

the Company recognized approximately $0.4 million, $2.7
million, and $1.7 million, respectively, in profits from

the joint venture lot sale transactions. reflecting them as

a reduction to cost of homes sold.

In 2005, 2004, and 2003, the Company was charged by
PWCC approximately $0.8 million, $0.9 million, and $0.9
million, respectively, for certain administrative services and
allocated corporate costs. As of December 31, 2005 and
2004, the Company had outstanding accounts payable to
PWCC of approximately $1.4 million and $0.5 million,

respectively.

In addition, during 2003, 2004, and 2003, the Company paid
a return of capital to PWCC of $30.0 million, $85.0 million,
and $108.0 million, respectively:

During the year, the Company may fund certain related parties
for certain expenditures to be repaid within a short time
period. At December 31, 2005 and 2004, Sedona LC owed the
Company $0.1 million and $0.2 million, respectively.

In 2004, Arizona Public Service, a subsidiary of PWCC, paid
the Company $1.3 milkion for an 11 acre land condemnation
in Palm Valley to be used for a 230Kv substation and rights
to a right of way easement for access. The Company reported

a gain of approximately $1.1 million on this transaction.

During the year, the Company entered into a new bank line
of credit with three lenders. The President of one of the minor

lenders is the spouse of a Vice President of the Company.

1 4 « income Taxes

The Company is included in PWCC’s consolidated tax
return. However, when PWCC allocates income taxes to the
Company, it does so based on the Company’s taxable income

or loss alone.
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Certain assets and liabilities are reported differently for
income tax purposes than they are for financial statements.
The tax effect of these differences is recorded as deferred
taxes. The Company calculates deferred taxes using current

income tax rates.

The components of income tax expense are as foliows:

2005 2004 2003
[DOLLARS 1N MILLIONS)

YEAR ENDING DECEMBER 31:

Current:

Federal $11.7 $350 $ 3.2

State 3.3 8.5 3.1

Total Current $15.0 $43.5 $ 6.3

Deferred:

Deferred Federal $ 25 $(12.7) $22.8

Deferred State 0.9 (3.6) {0.2)
Totat Deferred $ 5.4 $(16.3) $228

[ncome tax expense from

continuing operations $204 $272 $2889

The income tax expense computed using the starutory federal
income tax rate does not equal the amount recorded as
income tax expense from continuing operaticns because of
the following:

2005 2004 2003
{DOLLARS [N MILLIONS}

YEAR ENDING DECEMEER 31:

Federal income tax expense

at 35% statutory rate $20.7 $239 $26.4
Increase in tax expense resulting from:
State income tax net of federal

income tax benefit 2.7 3.1 3.2
QOther {3.0) 0.2 (0.7)
Income tax expense from
continuing operations $204 $272 %289

The net deferred tax asset balance is approximately $4.6
million and $10.0 million at Pecember 31, 2005 and 2004,
respectively. The temporary differences which give rise ro
significant portions of the deferred income tax assets and
deferred income tax liabilides are deferred profit, property

and equipment, and uniform capitalization of Jand.

Other in 2005 primarily represents an adjustment to income

tax reserves that were no longer deemed necessary.
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1 5 » Guarantees

Special Taxing Districts Estimation of Contributions-

In cooperation with local governments, the Company has
formed Special Taxing Districts (“Districts”) at its Palm
Vailey, Hidden Hiils, Rancho Viejo, Coral Canyon,
Scottsdale Mountain, The Village at Lirchfield Park, and
StoneRidge communities. The purpose of a District is to
finance public infrastructure for the benefit of the property
awners within the District. Typically, the Districts utilize
general obligation bonds to finance the infrastructure. The
District’s general obligation bonds are repaid through property
taxes over a 25-year period. Due to a lack of a substantial
property tax base in the early years of a project, an alternative
funding source other than property taxzes is necessary for the
District to meet the annual debt service requirement. The
Company enters into agreements with each District to provide
this alternative funding source, an annual payment by the

developer. As development occurs and the property tax base

grows, the required contributions from the developer decrease.

Based on annual debt service payments of the Districts and
estimated project development and absorption schedules, the

estimated developer contribution requirements under these

agreements are as follows:

ESTIMATION OF SPECIAL TAXING
DISTRICTS CONTRIBUTIONS

YEAR ENDING DECEMBER 31: {DOLLARS IN MILLIONS)

2006 $1.5
2007 1.1
2008 1.0
2009 0.8
2010 0.5
Thereafter 0.3
Total $5.2

Since January 2003 the Company has entered inte four
Special Taxing District Contribution Agreements. In accor-
dance with FASB Interpretation No. 45, the fair value of

obligations related to guarantee agreements are required to be

o

recorded as a liability. Ac December 31, 2005 and 2004, the
fair value of the obligations for these agreements are included
in “Land” and “Accounts Payable and Other Liabilities” and
toraled $2.8 million and $3.0 million, respectively, for the
bonds with 2 maximum potential undiscounted liability of

$23.5 million and $15.6 million, respectively.

1 6 = Benefits

Certain eligible employees of the Company are covered
by a qualified pension plan, non-qualified supplemental
excess benefit retirement plan, and a post-retirement plan.
The plans are administered by the Company’s parent and
the Company is allocated its portion of the entire plan.

Below is the associated expense and contribution:

BENEFIT PLANS

YEAR ENDING DECEMBER 31: 2008 2004 2003
[DOLLARS IN MILLIDNS)

Expense

Pension-related $1.1 $1.2 $1.3
Post-retiremeant 0.7 0.6 0.8
Contributions

Pension-related $1.0 $09 $ 0.9
Post-retirement 0.7 0.4 0.9

17. Deferred Profit

The Company has sold several residential and commercial
parcels of land which require additional development to be
performed by the Company and therefore resulted in deferred
profit. The Company recorded these sales under the percent-
age of complerion method per FASBE No. 66 "Accounting
for Sales of Real Estate” Also, during 2003, the Company
sold HIFL Office 1 while continuing to lease office space thus
resulting in a portion of profit associated wich the sale to

be deferred over the life of the operating lease (see Note 12).
At December 31, 2005 and 2004, the Company had approxi-
mately $14.9 million and $31.7 million, respectively,
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recorded as deferred profit associated with these sales. The
following represents summarized financial information for

deferred profit:

(DOLLARS IN MILLIONS}

Residential Commercial Total

Balance at Dec. 31, 2004 § 31.7 $00 $31.7
Recognized (26.5) (1.1) {27.6)
Deferred 1.0 9.8 10.8

Balance at Dec. 31, 2005 $ 6.2 $87 $149

1 8 » Variable Interest Entities

In December 2003, FASB Interpretation No. 46 (revised)
(“FIN 46R™}, “Consolidation of Variable Interest Entities -
an Interpretation of Accounting Research Bulletin ("ARB")
No. 51" was issued. A Variable Interest Enticy (“VIE") is
created when (i) the equity investment at risk is not sufficient
to permit the entity from financing its activities without
additional subordinated financial support from other parties
or (ii} equity holders either (a) lack direct or indirect ability
to make decisions about the entity, (b} are not obligated to
absorb expected losses of the entity or {c) do not have the
right to receive expected residual returns of the entiry, if
they occur. FIN 46R requires the entity that absorbs the
majority of the risk of loss or the majority of the residual
revenues to consolidate the VIE. Based on the provisions
of FIN 46R, the Company has concluded that when cerrain
circumstances exist when optioning land or lots from an
entity and paying a non-refundable deposit, a VIE may be
created. The Company is also deemed to have provided
subordinated firancial support when its variable interests
absorb some or all of an entity’s expected theorerical losses,
if they oceur. The Company concluded that it was the

primary beneficiary of certain VIE’s and thus consolidated
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them on the balance sheet. The fair value of the VIE land is
reported as “Consolidated Land not Owned”. The Company
has recorded approximately $34.0 million as of December
31, 2005 and 2004 as addirional land heldings in accordance
with FIN 46R (see Notes 3b, 3e, 3g, and 3i).

The Company is required to make certain annual payments to
the original land owners to continue development and sales
at Rancho Viejo, Coral Canyon, StoneRidge, Avimor, and
Prescott Lakes as discussed in Notes 3(b), 3(d), 3(e), 3(g), and
3(i). These obligations are not recorded as liabilities as of
December 31, 2005. The Company’s maximum expositre to
loss under these arrangements is limited 1o the development
costs incurred to date which include any upfront (option) fees
(see the Land table in Note 3). While Coral Canyon is not
considered a VIE, the payments to the land owner are included
in the table below.

FUTURE MINIMUM LAND PAYMENTS

YEARS ENDING DECEMBER 31: (DOLLARS IN MILLIONS)

2006 $ 28
2007 2.6
2008 2.6
2009 2.6
2010 2.6
Thereafter 5.2
Total $18.4

1 9 » Subseguent Events

In January 2006, the Company completed the acquisition of
Campbell Ranch Unir 1 located to the east of Albuquerque,
New Mexico. The project is anticipated to contain 775 single-
family units along with custom lots and commercial acreage.

Construction is anticipated to commence during 2006.
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IMPORTANT NOTICE TO SHAREHOLDERS:

Pinnacle West posts quarterly results and other important information on its Web site (www.pinnaclewest.com).
If you would like to receive news by regular mail, fax or e-mail, let us know by mail or phone at the addresses
and numbers listed on the previous page. Also, let us know if you would like to be kept abreast of legislative and regula-
tory activities at the state and federal levels that could impact investor-owned utilities.

DESIGH: CAMPBELL FISHER DESIGH WVIW.THINKZFD.COM
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...by growth, investment and innovation. The state of Arizona, with its rapid expansion
in new residents, new homes and new businesses, is poised for incredible possibilities.
At Pinnacle West, we're working hard today — planning, executing, becoming increas-
ingly efficient — to ensure this future, yours and ours, will be powered with safe,
reliable electricity.

3 FINANCIAL RIGHLIGHTS 13 CONSOLIDATED FINANCIAL [REORMATION 85 OFFICERS
5 LETTER T SHAREHOLDERS 84 BOARD OF BIRECTORS 86 SHAREHOLDER INFORMATION




Pinnacle West is a Phoenix-based company with consolidated assets of $11.3 billion
and consolidated revenues of $3 billion. Through our subsidiaries, we generate, sell and
deliver electricity and sell energy-related products and services to retail and wholesale
customers in the western United States. We also develop residential, commercial and
industrial real estate projects.
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dollars in thousands, except per share amounts

Year Ended December 31,

INCOME HIGHLIGHTS
Operating revenues
Income from continuing operations

Net income

BALANCE SHEET HIGHLIGHTS
Total assets — year-end

Common stock equity — year-end

PER SHARE HIGHLIGHTS

Earnings per share from
continuing operations — diluted

Net income — diluted
Indicated annual dividend - year-end

Book value per share — year-end

STOCK PERFORMANCE

Stock price per share — year-end
Stock price appreciation

Total return

Market capitalization — year-end

2005

$ 2,987,955
$ 223,163
$ 176,287

$11,322,645
$ 3,424,964

2.31
1.82
2.00
34.58

® w » e

$ 41.35
(6.9)%
(2.1%

$ 4,096,839

2004
$ 2,829,006
$ 246,590
$ 243,195
$ 9,896,747
$ 2,950,196
[ 2.69
(3 2.66
$ 1.90
$ 32.14
$ 44.41

11.0%

15.9%
$ 4,076,965

+

7

$

$

2003

2,758,804
225,384
240,579

9,519,042
2,829,779

2.47
2.63
1.80
30.97

40.02
17.4%
23.1%

3,657,025

Growth Rate
05vs 04 04vs 03

5.6% 2.5%
(9.5)% 9.4%
(27.5)% 1.1%

14.4% 4.0%
16.1% 4.3%

(14.1)% 8.9%
(31.6)% 1.1%
5.3% 5.6%
7.6% 3.8%

0.5% 11.5%



ANNUAL RETAIL CUSTOMER GROWTH APS ANNUAL CUSTOMER ELECTRICITY USE

1930

B APS HE Other U.S. Electric Utilities 2010 and 2020 projected
Most recent 5-year period (1999-2004) WS ovadeours

CAPITAL INVESTMENT PER NEW CUSTOMER APS ACTUAL COSTS 1995 vs. 2005

DEPRECIATION

95

¥ Generation B Distribution B Transmission 1Includes both debt and shareholder financing costs

Since 1999, APS ranks second nationally among electric utilities in customer growth. In addition to rapid customer
growth, we also continue to experience significant increases in the amount of electricity used by each customer. To meet
this ongoing growth, we're investing in the infrastructure to power Arizona's energy future. This investment will average
nearly $20,000 per new customer per year for the next four years. And we've become increasingly efficient, lowering

our actual costs except fuel by 12 percent since 1995.




TO DUR SHAREHOLDERS

Customers, investors, employees — our futures are connected. Not just by the lines that deliver power, but also
by Arizona's growth potential and limitless possibilities.

This letter, like our company, is focused on our ongoing task of preparing for and connecting to Arizona’s energy
future. In the short term, that means recovering our unexpectedly high natural gas costs. Full and timely recov-
ery of our fuel costs is essential to our ability to finance future growth.

In the long term, ensuring Arizona's energy future requires a diverse portiolio of new generating resources.
Extending our transmission system into new ceal and renewable markets, as well as encouraging conservation
efforts through customer-driven demand-side management programs, requires aggressive action today.

As we make the transition from a competitive model to re-regulation, we're working with our state regulators to
forge a sustainable approach to Arizona's energy growth. In 2005, we consolidated all of our generation, estab-
lished a new resource acquisition process and we're now implementing a new fuel cost recovery clause. These
steps will improve our financial health, and only a healthy utility company can supply the energy demands of our
dynamic state.

A healthy Arizona doesn't just require a healthy utility, it demands one. Only a financially sirong company can
simultaneously manage growth, improve reliability and provide outstanding customer service — as we have for the
fast decade.

WE MBET THE GROWTH CHALLENGE

Over the last 10 years, Arizona has experienced unprecedented economic and pepulation growth. During the last
decade, our gross state product increased by 74 percent (double the national level during that time) while job
growth exceeded 40 percent. And the future looks just as promising.

In 2005, our core business was strong — net income from retail electric customers increased by nearly 10
percent. However, our earnings per share were lower than the previous year due primarily to regulatory write-offs
and a loss on the sale of our Nevada generating unit. We replaced this generation with local Arizona generation
at comparable terms and our consolidated APS generation will provide a solid platform as we complete our
progress toward a vertically integrated, regulated company.

For APS, last year's 4.3 percent customer growth —and 9.3 percent load growth — came after we added 300,000
customers from 1995 to 2004. Last year we also added our millionth customer.

While adding customers at a record pace, we also strengthened our infrastructure with a $5 billion investment over
the last 10 years, including one of the few 500-kilovolt transmission lines built in the West in the last decade.
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WABASCE . APS ranked first among investor-owned electric ATASLANEE | Pinnacle West received the top rating — AAA —
- ulilities in the West and third among investor- from Innovest Strategic Value Advisors, an invest-
owned utilities in the nation in J.D. Power and ment research and advisory firm that analyzes
Associates’ 2005 Electric Utility Residential i companies’ performance on environmental,
Customer Satisfaction Study ! social and strategic governance issues

When the Arizona competitive rules kept APS from building new generation, we invested in new generation for APS
customers under our competitive subsidiary, Pinnacle West Energy. Our 1,000-megawatt Redhawk combined-cycle
plant and our 600-megawatt West Phoenix units were vital additions to support the Phoenix “load pocket.”

Supplying our customers with reliable power required that we recognize the physical reality of electricity, not just
evolving regulatory structures. That meant we built new generation with our transmission capability and our
customers firmly in mind. Some who built plants in Arizona were focused primarily on short-term profitability
from potential new markets. Our company, on the other hand, focused on our duty to meet customers’ and share-
holders’ needs for the long term.

WH'RE RE-ENCGAGING WITH VERTICALLY INTEGRATED REGULATION

Last year in my letter to shareholders, | wrote that our company was starting to become a new kind of integrated
utility, ternpered by competitive forces, relying on our own generation as well as market resources.

We're making the transition to a new regulatory platform - working closely with the Arizona Corporation
Commission — and we're moving forward with steady success. In April 2005, we received our first rate increase
since 1991 and, perhaps even more important, we gained approval for our first fuel and purchased power adjus-
tor since 1989. With our greater reliance on natural gas, the market price of which we clearly cannot control, the
fuel adjustor will greatly reduce our financial risk profile given volatile fuel markets. This reduces uncertainty for
our investors and long-term costs for our customers.

That's been and will continue to be one of our strongest themes — reducing uncertainty by aggressively tackling
issues. We knew a fuel adjustor would be fundamental due to our increased reliance on natural gas and purchased
power, and we achieved that goal.

After a decade of price decreases, made possible by operational excellence, employee productivity and tech-
nological advances, we’re now in an era of high natural gas fuel prices. Price pressures have compounded the
implementation of the adjustor as well as the transition to vertically integrated regulation. However, we are
making progress toward a strong regulatory platform for the future.

As we continue to move out of our transitional regulatory structure, we'll stay focused on Arizona's energy future,
engaging regulators cooperatively on the best approach to new energy sources as we enter a new resource cycle.
To achieve timely resolution of resource issues and preserve our momentum toward greater reliability, working
togsther with our regulatars early in the cycle will be vital.
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ATARLANCE | Increased efficiency allowed our company to ATAELARCE | Pinnacle West earned a place on a list of the
' serve 220 customers per employee in 2005, ; world's 100 most sustainable corporations, as
compared to 167 per employee a decade aga ¢ named by Corporate Knights, a Canada-based

social responsibility magazine

OUR OPERATIONS ARE SOUND

Despite an extended outage for a steam generator replacement on Unit 1, the Palo Verde Nuclear Generating
Station produced more electricity than any other single power plant in the United States for the 14th consecutive
year. Over the last decade, Palo Verde has provided an outstanding hedge against rising fuel costs. Qur average
unit production cost over the last 10 years was 25 percent below the nuclear industry average. This means our
costs over that period were about $450 million lower than what they would have been had Palo Verde's unit oper-
ating costs been at industry averages. This has translated into significant savings for our customers.

Yet Palo Verde's performance last year fell behind our own high standards and the results we've produced over
the last decade. Frankly, we're not accustomed to anything less than stellar performance, and we have in place
a comprehensive performance improvement plan to return Palo Verde to the top rank of nuclear plants.

Our future is streng because our customer growth provides an inherent
competitive advantage, and our focus on performance helps us shape the
future, not Just respond to it

In 2005, our coal units achieved their highest capacity factor ever. Over the last decade, our coal units have
improved from a capacity factor of 69 percent in 1996 to better than 87 percent in 2005. That’s an increase of
more than 2.5 billion kilowatt-hours of Jow-cost, reliable coal generation fo meet the growing needs of our customers.

Construction is a big part of our job to meet customer growth and improve reliability. In 2005, we added 900
miles of distribution and transmission lines as well as eight new substations. While our construction workioad
continues to grow, so does our productivity. For example, using new work methods and techniques, APS employees
can now build an average substation in half the time it took a little over a decade ago.

Customer service increasingly means much more than just keeping the lights on; it also means providing swift, accu-
rate and useful information. In the last decade, we successfully reduced our staffing through applied technology
tailored to our business, and there's more o come. Intelligent metering, new clean coal technologies, advancements
in renewable generation, conservation improvements through applied technologies, information system en hancements
and other high-tech applications will transform our industry. In the next decade our focus is to modify our core
business through technology — to expand customer value in addition to improving productivity.

While we've improved customer service, we've also increased the number of customers served per employee from
167 to 220 over the last decade. While increasing their productivity, our employees have achieved the highest
1.D. Power customer satisfaction rating of any investor-owned utility in the West (we're third in the U.S. as a
whole). While we're using every technological means at our disposal to control costs and improve service, our
dedicated and creative employees remain our most important assets in this effort.

»8
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ATAGLANCE ! SunCor, our real estate development ATAGLAYSE 1 For the 14th consecutive year, the Palo Verde
subsidiary, had ancther strong year, adding Nuclear Generating Station earned the title of
nearly $56 million to the bottom line the nation's largest power producer
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Our future is strong because our customer growth provides an inherent competitive advantage, and our focus on
performance helps us shape the future, not just respond to it.

We have embarked on a new generation resource cycle. To provide new resources, we've engaged regulators early
in the cycle by accessing the market through competitive bids. We constantly evaluate the potential of renewable
resources, and we're enhancing our transmission infrastructure to broaden our geographic base. We will continue
to need new natural gas capacity, but we're rapidly lining up a diverse portfolio of new generating resources.

We're very excited about the potential of our TransWest Express project for Arizona and for the entire southwestern
region. Compelling even in the planning stage, this new large-capacity transmission line would bring to Arizona
the vast coal and wind resources of Wyoming. Also, we'll likely be adding a new coal unit closer to home in the
next decade.

We're increasing our use of renewable technologies to 5 percent of our energy mix by 2015 and 15 percent
by 2025. This year, we continued to demonstrate renewable leadership with Arizona's first solar trough plant, a
one-megawatt facility near our existing Saguaro Power Plant.

Our customers will begin to benefit from our greatly expanded demand-side management program. With incen-
tives for energy-saving measures such as lighting and high-efficiency air conditioning, this multi-year program
will deploy $48 million to reduce our peak demand by more than 50 megawatts and energy consumption by more
than 3 million megawatt-hours over the life of the energy-saving measures.

OUR MNANCIAL RESULDS: TMPROVING TOWARD EXCELLEUNCE

Our investors and customers can have confidence in our ability to manage our access to capital as well as our
physical assets. Qur financing goals are crafted with one fundamental objective: maintaining access to low-cost
sources of capital so we can supply our growing service area reliably and economically.

In Arizona's high-growth environment, we will continue o need substantial amounts of capital. Last year, we
accessed about $1 billion in debt and equity on favorable terms, including an equity placement of $250 million.
Combining the proceeds of our equity offering with the sale of our share of a Nevada generating unit, we invested
$460 million in APS. This equity infusion bolstered APS’ cash position and brought the debt/equity ratio into
the appropriate range. Strengthening APS’ balance sheet is critical to meeting our future financial requirements,
which are driven by the growing energy demands of our customers.
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ATAeLAncE APS continued its investment in Arizona's The company completed construction of a one-

electric future by adding more than 900 miles megawatt solar trough power plant, the first such
of transmission and distribution wire and eight plant of its kind in Arizona and the first to be
new substations to its growing network built in the United States in 17 years

However, to remain viable, our customers’ prices must reflect our costs. After a decade of price reductions'made
possible by our gains in efficiency, we've requested increases for fuel and other costs which offset our historical
price decreases. However, once fully implemented, our total net price increase over the period will be about
1 percent per year.

We've met the growth challenge of the last decade despite dueling state and federal regulation that exacerbated
an uncertain market structure. Our operations are sound, our customer relations are among the best in the nation
and our employee productivity gains are impressive.

We manage our financial resources well even as we meet the challenges of growth. We're using new technology
to improve service and serve more customers per employee. We're steadily embracing new and diversified gener-
ating resources and employing innovative approaches like our TransWest Express transmission project. We're
managing the regulatory transition and forging a new regulatory platform with increasing clarity for the future.

The old uncertain regulatory history was resolved last year, and we're making progress toward a sustainable reg-
ulatory structure with improved predictability for investors and assured reliability for customers. With improved
cash flow and timely recovery of our fuel costs, APS will be positioned as a strong, healthy company poised to
continue benefiting from our customer growth.

The future success of Arizona — its residents, its communities, its economy — depends on the availability of a reli-
able electric supply and the infrastructure to deliver it. We will continue to work side-by-side with the people of
our state to power innovation for an enviable quality of life and a successful future — yours and ours.

fthoin

WILLIAM 1. POST

Chairman & CEO
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CUSTOMER & EMPLOYEE GROWTH

B APS Employees APS Customers

Cumulative Percent Increase

2005 CUSTOMER SATISFACTION RATINGS

CUSTOMER PRICE PERFORMANCE

B APS Price Consumer Price Index
06-07 APS Prices Proposed

1996-2005 ANNUAL DIVIDEND GROWTH

JD.
PGWER
RATING

B APS Other Investor-Owned B Pinnacle West B Other U.S. Electric Utilities
Utilities in Western Region

Since the beginning of 1994, APS’ customer base has increased 57 percent, while our staff has decreased 7 percent. This
added efficiency has helped us keep our customer electricity prices well below the Consumer Price Index. We've also
enhanced customer satisfaction, ranking first among investor-owned utilities in the West in the most recent J.D. Power
and Associates residential customer survey. And, for investors, we've earned the top spot among all U.S. electric utilities
in compound dividend growth over the last decade.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
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(dellars in thousands, except per share amounts)

2005 2004 2003 2002 2001
OPERATING RESULTS
Operating revenues:
Regulated electricity segment $ 2,237,145 $ 2,035,247 $ 1,978,075 $ 1,890,391 $ 1,984,305
Marketing and trading segment (a) 351,558 400,628 391,196 286,879 469,784
Real estate segment (a) 338,031 350,315 361,604 201,081 168,908
Other revenues 61,221 42,816 27,929 26,899 Y1771
Total operating revenues $ 2,987,955  $ 2,829,006  $ 2,758,804 $ 2,405,250  $ 2,634,768
Income from continuing operations (b) 223,163 246,590 225,384 236,563 327,367
Discontinued operations — net of
income taxes (c) (46,896) (3,395) 15,195 (21,410) -
Cumulative effect of change in
accounting — net of income taxes (d)(e) - = - (65,745) (15,201)
Net income $ 176,267 $ 243,195 $ 240,579 $ 149,408 $ 312,166
COMMON STOCK DATA
Book value per share — year-end $ 34.58 $ 32.14 $ 30.97 $ 29.40 $ 29.46
Earnings (loss) per weighted average
common share outstanding:
Continuing operations — basic $ 2.31 $ 2.70 $ 2.47 $ 2.79 $ 3.86
Discontinued operations (c} (0.48) (0.04) 0:.17 (0.26) -
Cumulative effect of change
in accounting (d)(e) = & - (0.77) (0.18)
Net income — basic $ 1.83  § 266 % 264 % 176 % 3.68
Continuing operations — diluted $ 231 $ 2.69 $ 2.47 $ 2.78 $ 3.85
Net income - diluted $ 1.82 $ 2.66 $ 2.63 $ 1.76 $ 3.68
Dividends declared per share $ 1.925 $ 1.825 $ 1.725 $ 1.625 $ 1:525
Indicated annual dividend rate
per share — year end $ 2.00 $ 1.90 $ 1.80 $ 1.70 $ 1.60
Weighted-average common shares
outstanding — basic 96,483,781 91,396,904 91,264,696 84,902,946 84,717,649
Weighted-average common shares
outstanding — diluted 96,589,949 91,532,473 91,405,134 84,963,921 84,930,140
BALANCE SHEET DATA
Total assets $11,322,645 $ 9,896,747 $ 9,519,042 $ 9,139,157 $ 8,529,124
Liabilities and equity:
Long-term debt less current maturities  $ 2,608,455 $ 2,684,985 $ 2,616,585 $ 2,743,741 $ 2,673,078
Other liabilities 5,289,226 4,361,566 4,072,678 3,709,263 3,356,723
Total liabilities 7,897,681 6,946,551 6,689,263 6,453,004 65,029,801
Common stock equity 3,424,964 2,950,196 2,829,779 2,686,153 2,499,323
Total liabilities and equity $11,322,645 $ 9,896,747 $ 9,519,042 $ 9,139,157 $ 8,529,124

(a) Includes reclassifications of revenue in 2004 and 2003 related to items accounted for as discontinued operations of SunCor and Silverhawk.
See Note 22 of Notes to Pinnacle West's Consolidated Financial Statements.

(b) Includes regulatory disallowance of $84 million after tax in 2005. See Note 3 of Notes to Pinnacle West’s Consolidated Financial Statements.

(¢) Amounts related to Silverhawk, SunCor and NAC discontinued operations. Prior year amounts:have been reclassified to discontinued operations to
conform to current year presentation. See Note 22 of Notes to Pinnacle West's Consolidated Financial Statements.

(d) Represents change in accounting standards related to energy trading activities in 2002.

(e) Represents change in accounting standards related to derivatives in 2001.
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Dividends
Per
High Low Close Share

2005
1st Quarter -~ $44.87 $40.99 $42.51 $0.475
2nd Quarter 45.34 41.29 44.45 0.475
3rd Quarter 46.68 43.13 44.08 0.475
4th Quarter 44.97 39.81 41.35 0.500

ACC - Arizona Corporation Commission

ADEG - Arizona Department of Environmental Quality
AFuDE ~ Allowance for funds used during construction
AL = Administrative Law Judge

ANPP - Arizona Nuclear Power Project, also known as
Palo Verde

4Ps - Arizona Public Service Company, a subsidiary of
the Company

APS ENERGY SERVICES ~ APS Energy Services Company,
Inc., a subsidiary of the Company

CHOLLA ~ Cholla Power Plant

CLEAN AIR ACT - Clean Air Act, as amended

COMPANY - Pinnacle West Capital Corporation

poE - United States Department of Energy

£i7F - FASB’s Emerging Issues Task Force

L poRrADO ~ El Dorado Investment Company,
a.subsidiary of the Company

£PA - United States Environmental Protection Agency
erMc - Energy Risk Management Committee

FasB - Financial Accounting Standards Board

FERC - United States Federal Energy

Regulatory Commission

FiN — FASB Interpretation Number

FINANCING ORDER — ACC Order that authorized APS’
$500 million loan to Pinnacle West Energy in May 2003
FOUR CORNERS - Four Corners Power Plant

Fsp - FASB Staff Position

GAAP - accounting principles generally accepted in
the United States of America

irs - United States Internal Revenue Service

xw - kilowatt, one thousand watts

#WH - kilowatt-hour, one thousand watts per hour
moopY's - Moody’s Investors Service

MW - megawatt, one million watts

MWH ~ megawatt-hours, one million watts per hour
NAC ~ collectively, NAC Holding Inc. and NAC
International Ine., subsidiaries of El Dorado that were
sold in November 2004

Stock Symbol: PNW

Dividends
Per
High Low Close Share

2004
1st Quarter $40.81  $36.90 $39.35 $0.450
2nd Quarter 41.50 36.30 40.39 0.450
3rd Quarter 42.99 39.63 41.50 0.450
4th Quarter 45.84 41.61 44 .41 0.475

NATIVE LOAD - retail and wholesale sales supplied under
traditional cost-based rate regulation

NPC - Nevada Power Company

NRC = United States Nuclear Regulatory Commission
ocl - other comprehensive income

OFF-SYSTEM SALES - sales of electricity from generation
owned by the Company that is over and above the
amount required to serve APS’ retail customers and
traditional wholesale contracts

PALG VERDE ~ Palo Verde Nuclear Generating Station,
also known as ANPP

PINNACLE WEST ~ Pinnacle West Capital Corporation,

the Company

PINNACLE WEST ENERGY — Pinnacle West Energy
Corporation, a subsidiary of the Company

PRP - potentially responsible parties under the
Superfund Act

PSA - power supply adjustor

PWEC DEDICATED ASSETS - the following power plants,
each of which was transferred by Pinnacle West Energy
to APS on July 29, 2005: Redhawk Units 1 and 2, West
Phoenix Units 4 and 5 and Saguaro Unit 3

pX ~ California Power Exchange

SALT RIVER PROJECT - Salt River Project Agricultural
Improvement and Power District

sg¢ - United States Securities and

Exchange Commission

$FAS - Statement of Financial Accounting Standards
SILVERHAWK — Silverhawk Power Station

STANDARD & POOR'S — Standard & Poor’s Corporation
SUNCOR ~ SunCor Development Company, a subsidiary
of the Company

SUNDANCE PLANT - 420-megawatt generating facility located
approximately 55 miles southeast of Phoenix, Arizona
SUPERFUND - Comprehensive Environmental Response,
Compensation and Liability Act

TRADING ~ energy-related activities entered into with the
objective of generating profits on changes in market prices
VIE — variable-interest entity
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FTROBULTION
The following discussion should be read in conjunction with Pinnacle West’s Consolidated Financial Statements and
the related Notes.

Pinnacle West owns all of the outstanding common stock of APS. APS is a vertically-integrated electric utility that
provides retail and wholesale electric service to most of the state of Arizona, with the major exceptions of about one-
half of the Phoenix metropolitan area, the Tucson metropolitan area and Mohave County in northwestern Arizona.
APS has historically accounted for a substantial part of our revenues and earnings, and is expected to continue to do
so. Customer growth in APS’ service territory is about three times the national average and remains a fundamental

driver of our revenues and earnings.

The ACC regulates APS’ retail electric rates: The key issue affecting Pinnacle West's and APS’ financial outlook is
the satisfactory resolution of APS’ retail rate proceedings pending hefore the ACC: As discussed in greater detail in
Note 3, APS has pending before the ACC:

-a general retail rate case pursuant to which APS is requesting a 21.3%, or $453.9 million, increase in its annual
retail electricity revenues effective no later than December 31, 2006;

- an application for an emergency interim rate inerease of $299 million, or approximately 14%, to be effective April
1, 2006 (the increase would accelerate recovery of the fuel and purchased power component of APS’ general rate
case and is not an additional increase and would be subject to refund); and

- an application for'a temporary rate increase of approximately 2.6%, through two separate PSA surcharges, to recov-
er $59.9 million in retail fuel and purchased power costs deferred by APS in 2005 under the PSA.

APS has been operating Palo Verde Unit 1 at reduced power levels since December 25, 2005 due to a non-safety related
acoustic impact in one of the unit’s shutdown cooling lines. Unit 1 is currently operating at approximately 25%
power. APS has concluded after comprehensive analysis that the preferred solution will require Unit 1 to undergo
an outage of approximately five weeks in order for APS to effect the necessary modifications to the Unit. APS antic-
ipates that Unit 1 will begin this outage in the June timeframe. In addition, an outage for preparatory work of
approximately one week, beginning March 18, 2006, will take place prior to this outage. This preferred solution was
initially planned for installation in the spring of 2007. APS estimates that, through February 28, 2008, Unit 1’s
reduced power level has resulted in incremental replacement power costs of approximately $20 million after income
taxes, approximately $18 million of which has been incurred since January 1, 2006. Based on current forward mar-
ket energy prices, APS estimates that (a) operating Unit 1 at reduced power levels until the assumed outage in the
June timeframe will result in additional incremental replacement power costs of approximately $25 million after
income taxes and (b) the June Unit 1 outage will result in additional incremental replacement power costs of approx-
imately $15 million after income taxes. APS estimates that these reduced power levels and the June Unit 1 outage
will result in additional PSA deferrals of $50 million after tax ($85 million pretax) in 2006. See “Deferred Fuel and
Purchased Power Costs” below.

SunCor, our real estate development subsidiary; has been and is expected to be an important source of earnings and cash
flow. Our subsidiary, APS Energy Services, provides competitive commodity-related energy services and energy-related
products and services to commercial and industrial retail customers in the western United States. El Dorado, our invest-

ment subsidiary, owns minority interests in several energy-related investments and Arizona community-based ventures.

Pinnacle West Energy is our subsidiary that previously owned and operated unregulated generating plants.
Pursuant to the ACC’s April 7, 2005 order in APS’ 2003 rate case, on July 29, 2005, Pinnacle West Energy transferred
the PWEC Dedicated Assets to APS. See “APS 2003 Rate Case” in Note 3. Pinnacle West Energy sold its 75% interest
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in Silverhawk to NPC on January 10, 2006. As a result Pinnacle West Energy no longer owns any generating plants
and has ceased operations.

We continue to focus on solid operational performance in our electricity generation and delivery activities. In the deliv-
ery area, we focus on superior reliability and customer satisfaction. We plan to expand long-term resources and our trans-
mission and distribution systems to meet the electricity needs of our growing retail customers and sustain reliability.

See “Factors Affecting Our Financial Outlook? below for a discussion of several factors that could affect our future

financial results.

We have three prineipal business segments (determined by products, services and the regulatory environment):

- our regulated electricity segment, which consists of traditional regulated retail and wholesale electricity business-
es (primarily electric service to Native Load customers) and related activities and includes electricity generation,
transmission and distribution;

- our real estate segment, which consists of SunCor’s real estate development and investment activities; and

- our marketing and trading segment, which consists of our competitive energy business activities, including
wholesale marketing and trading and APS Energy Services’ commodity-related energy services.

The following table summarizes net income for 2005, 2004 and 2003 (dollars in millions):

2005 2004 2003
Regulated electricity $167 $152 $170
Real estate 35 40 45
Marketing and trading 16 29 8
Other (a) 5 26 2
Income from continuing operations 223 247 225
Discontinued operations — net of tax:
Real estate (b) 17 4 10
Marketing and trading (c) (67) (12) 1
Other (d) 3 4 5
Net income $176 $243 $241

(a) Includes a $21 million after-tax gain in 2004 related to the sale of a limited partnership interest in the Phoenix Suns.
(b) Primarily relates to sales of commercial properties.

(c) See "Sale of Silverhawk” below.

(d) Relates to the 2004 sale of NAC.

General

Throughout the following explanations of our results of operations, we refer to “gross margin.” With respect to our reg-
ulated electricity segment and our marketing and trading segment, gross margin refers to electric operating revenues
less fuel and purchased power costs. “Gross margin” is a “non-GAAP financial measure,” as defined in accordance with
Securities and Exchange Commission rules. The charts on pages 82-83 reconcile this non-GAAP financial measure to
operating income, which is the most directly comparable financial measure calculated and presented in accordance with
GAAP. We view gross margin as an important performance measure of the core profitability of our operations. This
measure is a key component of our internal financial reporting and is used by our management in analyzing our busi-
ness segments. We believe that investors benefit from having access to the same financial measures that our manage-
ment uses. In addition, we have reclassified certain prior year amounts to conform to our current-period presentation.

Sale of Silverhawk
Tn June 2005, we entered into an agreement to sell our 75% interest in Silverhawk to NPC. As a result of the sale, we
recorded an after-tax loss from discontinued operations of approximately $56 million in the second quarter of 2005.
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The marketing and trading segment discontinued operations in the chart above include this loss as well as revenues
and expenses related to the operations of Silverhawk. The sale was completed on January 10, 2006.

Deferred Fuel and Purchased Power Costs

The settlement of APS’ 2003 general retail rate case became effective April 1, 2005. As part of the settlement, the
ACC approved a 4.2% annual retail rate increase and the PSA, which provides mechanisms for adjusting rates to
reflect variations in fuel and purchased power costs, In accordance with the PSA, APS defers for future rate recov-
ery 90% of the difference between actual fuel and purchased power costs, net of Off-System Sales margins, and the
amount for such costs currently included in base rates. The current base rate for fuel and purchased power costs is
based on 2003 price levels and spot prices for natural gas and wholesale power have inereased over 40% since then.
Although APS defers actual fuel and purchased power costs on a current basis, APS’ recovery of the deferrals from
its ratepayers is subject to annual PSA adjustments and ACC approval of periodic surcharge applications.

Actual fuel and purchased power costs are higher than in prior periods primarily due to higher fuel prices and
increased plant outage days.

APS’ pretax PSA deferrals were approximately $178 million at December 31, 2005. Based on recent forward mar-
ket prices for natural gas and purchased power (which are subject to change), and assuming no interim rate relief,
APS estimates that its pretax PSA deferrals in 2006 will be approximately $240 million to $250 million. In
January 2006, the ACC approved the first annual adjustment under the PSA mechanism, which is expected to
recover approximately $110 million of the 2005 balance of $173 million from retail customers over twelve months
beginning February 1, 2006. In this same order, the ACC granted APS the authority to continue to defer fuel costs
in excess of the $776.2 million annual fuel cost cap established in the 2005 rate order and to seek recovery of those
amounts in a future proceeding. On February 2, 2006, APS filed a request with the ACC to recover the remainder
of the retail portion of the 2005 deferred fuel balance of $173 million — approximately $60 million — through two
surcharges. The first surcharge is to recover $15 million over a twelve-month period proposed to begin with the
date of the ACC’s decision in APS’ pending emergency interim rate case. The second surcharge is to recover
approximately $45 million over a twelve-month period proposed to begin no later than the ACC’s completion of its
inquiry regarding unplanned 2005 outages at Palo Verde. The $45 million of PSA deferrals represents additional
replacement power costs associated with these outages. See Note 3. See “Overview” above for information about
Palo Verde Unit 1 operating at reduced power levels and the related economic impact.

2005 Compared with 2004

Our consolidated net income for 2005 was $176 million compared with $243 million for the prior year. The cur-
rent-year net income included an after-tax net loss from discontinued operations of $47 million compared with a
$4 million after-tax loss in the prior year, which for both years is related primarily to the sale and operations of
Silverhawk (see “Sale of Silverhawk” above), partially offset by sales of commercial properties at SunCor. Income
from continuing operations decreased $24 million in the period-to-period comparison, reflecting the following

changes in earnings by segment:

-Regulated Electricity Segment — Income from continuing operations increased approximately $15 million pri-
marily due to deferred fuel and purchased power costs; a retail price increase effective April 1, 2005; higher retail
sales volumes due to customer growth; lower depreciation due to lower depreciation rates; lower regulatory asset
amortization; and effects of weather on retail sales. These positive factors were partially offset by the regulatory
disallowance of plant costs in accordance with the APS retail rate case settlement; higher fuel and purchased
power costs primarily due to higher prices and more plant outage days; higher operations and maintenance
expense related to generation and customer service; and higher property taxes due to increased plant in service.

-Real Estate Segment — Income from continuing operations decreased approximately $5 million primarily due to
decreased parcel sales, partially offset by increased margins on home sales. Income from discontinued real estate
operations increased $13 million due to higher commercial property sales.

18 pnw AROS



*Marketing and Trading Segment ~ Income from continuing operations decreased approximately $13 million pri-
marily due to lower unit margins on competitive retail sales in California; the absence of Off-System Sales that we
began reporting in the regulated electricity segment in April 2005; and lower mark-to-market gains on contracts

for future delivery.

- Other Segment — Income from continuing operations decreased approximately $21 million primarily due to an
after-tax gain related to the sale of a limited partnership interest in the Phoenix Suns recorded in the prior year.

Additional details on the major factors that increased (decreased) net income are contained in the following table

(dollars-in millions):

Increase (Decrease)

Pretax After Tax
Regulated electricity segment gross margin:
Deferred fuel and purchased power costs (see discussion above) $171 $104
Retail price increase effective April 1, 2005 65 40
Higher retail sales volumes due to customer growth, excluding weather effects 58 35
Effects of weather on retail sales 14 9
Higher fuel and purchased power costs primarily due to higher prices and more
plant outage days (126) (77)
Miscellaneous items, net (8) (5)
Net increase in regulated electricity segment gross margin 174 106
Marketing and trading segment gross margin:
Lower unit margins on competitive retail sales in California (13) (8)
Lower realized margins on wholesale sales primarily
due to the absence of sales that we began reporting in the
regulated segment in April 2005 (4) (3)
Lower mark-to-market gains on contracts for future delivery
due to changes in forward prices : (4) (2)
Net decrease in marketing and trading segment gross margin (21) (13)
Net increase in gross margin for regulated electricity and marketing and trading segments 153 93
Regulatory disallowance, in accordance with the APS retail rate case settlement (139) (84)
Lower real estate segment contribution primarily related to
decreased parcel sales, partially offset by increased
margins on home sales (8) (5)
Lower other income primarily due to sale of limited partnership
interest in Phoenix Suns recorded in the prior year, partially offset by
higher interest income (30) (18)
Operations and maintenance increases primarily due to:
Generation costs; including maintenance and overhauls (20) (12)
Customer service costs, including regulatory demand-side
management programs and planned maintenance (20) (12)
Miscellaneous items, net (4) (2)
Depreciation and amortization decreases primarily due to:
Lower regulatory asset amortization 22 13
Lower depreciation rates, partially offset by incréased depreciable assets 22 1:3
Higher property taxes primarily due to increased plant in service (11) (7)
Miscellaneous items, net 2 (3)
Net decrease in income from continuing operations $(33) (24)
Discontinued operations related to:
Sale of Silverhawk (see discussion above) (56)
Sales of real estate assets and other 13
Net decrease in net income $ (67)
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Regulated Electricity Segment Revenues -
Regulated electricity segment revenues were $202 million higher for 2005 compared with the prior year primarily

as a result of:

-an $81 million increase in retail revenues related to customer growth, excluding weather effects;

- a $65 million increase in retail revenues due to a price increase effective April 1, 2005;

-a $40 million increase in Off:System Sales primarily resulting from sales previously reported in the marketing
and trading segment that were classified beginning in April 2005 as sales in the regulated electricity segment in
-accordance with the APS retail rate case settlement;

-an $11 million increase in retail revenues related to weather; and

-a $5 million increase due to miscellaneous factors.

Marketing and Trading Segment Revenues
Marketing and trading segment revenues were $49 million lower for 2005 compared with the prior year primarily

as a result of:

-a $40 million decrease in Off-System Sales due to the absence of sales previously reported in the marketing and
trading segment that were classified beginning in April 2005 as sales in the regulated electricity segment in accor-
dance with the APS retail rate case settlement;

- a $4 million decrease in mark-to-market gains on contracts for future delivery due to changes in forward prices;

. a $3 million decrease in marketing and trading revenues due to lower sales volumes; and

-2 $2 million decrease from lower volumes of competitive retail sales in California.

Real Estate Revenues
Real estate revenues were $12 million lower for 2005 compared with the prior year primarily due to decreased

parcel sales, partially offset by increased home sales at SunCor.

Other Revenues
Other revenues were $18 million higher for 2005 compared with the prior year primarily due to increased sales

of energy-related products and services by APS Energy Services.

2004 Compared with 2003

Our consolidated net income for 2004 was $243 million compared with $241 million for the prior year. 2004 net
income included an after-tax net loss from discontinued operations of $4 million primarily related to Silverhawk.
The 2003 net income included a $16 million after-tax gain from discontinued operations primarily related to sales
of commercial properties at SunCor. Income from continuing operations increased $22 million in the period-
to-period comparison, reflecting the following changes in earnings by segment:

Regulated Electricity Segment — Income from continuing operations decreased approximately $18 million
primarily due to higher costs (primarily interest expense, depreciation, operation and maintenance costs and
property taxes, net of gross margin contributions) related to a new power plant placed in service in mid-2003;
increased operations and maintenance costs primarily related to customer service and personnel costs; lower
income tax credits; higher depreciation related to delivery and other assets; the effects of milder weather on
retail sales; and a retail electricity rate decrease in mid-2003. These negative factors were partially offset by
lower regulatory asset amortization, and higher retail sales volumes due to customer growth and usage.

-Real Estate Segment — Income from continuing operations decreased approximately $5 million due to decreased
asset sales, partially offset by increased land sales. Income from discontinued operations decreased $6 million
primarily due to the 2003 gain on the sale of SunCor’s water utility company (see Note 22).

-Marketing and Trading Segment — Income from continuing operations increased approximately $21 million
primarily due to higher forward and realized prices for wholesale electricity, partially offset by lower margins
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in California by APS Energy Services. Income from discontinued operations decreased $13 million due to Silverhawk
(see Note 22).

- Other Segment — Income from continuing operations increased approximately $24 million primarily due to a
$21 million after-tax gain related to the sale of El Dorado’s limited partnership interest in the Phoenix Suns.

Additional details on the major factors that increased (decreased) income from continuing operations and net income
are contained in the following table (dollars in millions):

Increase (Decrease)

Pretax- After Tax
Regulated electricity segment gross margin:
Higher retail sales volumes due to customer growth, excluding weather effects $43 $26
Lower replacement power costs due to fewer unplanned outages 6 4
Effects of weather on retail sales (17) (10)
Retail electricity price reduction effective July 1, 2003 (13) (8)
Increased purchased power and fuel costs due to higher fuel and power prices (4) (2)
Miscellaneous factors, net (8) (6)
Net increase in regulated electricity segment gross margin 7 4
Marketing and trading segment gross margin:
Higher mark-to-market gains on contracts for future delivery due to higher
forward prices for wholesale electricity 28 17
Higher realized margins on energy trading primarily due to higher electricity prices 18 11
Increase in Off-System Sales due to higher sales volumes and higher unit margins 10 6
Lower unit margins and lower competitive retail sales volumes in California
by APS Energy Services (22) (13)
Net increase in marketing and trading segment gross margin 34 21
Net increase in gross margin for regulated electricity and marketing and
trading segments 41 25
Lower real estate segment contributions primarily due to decreased asset sales,
a portion of which was recorded in other income in the prior period, partially
offset by higher land sales (see Note 22) 7) (5)
Higher other income due to the sale of El Dorado’s limited partnership interest
in the Phoenix Suns 35 21
Higher operations and maintenance expense primarily related to customer
service costs, new power plants in service and personnel costs (44) (26)
Interest expense net of capitalized financing costs, decreases (increases):
New power plants in service (16) (10)
Lower other debt balances and rates partially offset by increased utility
plant in service 9 5
Depreciation and amortization decreases (increases):
Lower regulatory asset amortization 68 41
New power plants in service (4) (2)
Increased delivery and other assets (20) (12)
Higher property taxes due to increased plant in service (10) (8)
Lower income tax credits = (17)
Miscellaneous items, net 3 8
Net increase in income from continuing operations $55 22
Discontinued operations (see Note 22) (20)
Net increase in net income $ 2

The increase in net costs (primarily interest expense, depreciation and operations and maintenance expense, net of
gross margin contributions) related to new power plants placed in service in mid-2003 and mid-2004 by Pinnacle
West Energy totaled approximately $26 million after income taxes in 2004 compared with the prior year.
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Regulated Electricity Segment Revenues
Regulated electricity segment revenues were $57 million higher for 2004 compared with the prior year primarily as
a result of:

-a $101 million increase in retail revenues related to customer growth and higher average usage, excluding
weather effects;

+a $42 million decrease in retail revenues related to milder weather;

+a $13 million decrease in retail revenues related to a reduction in retail electricity prices; and

+an $11 million increase due to miscellaneous factors.

Marketing and Trading Segment Revenues
Marketing and trading segment revenues were $9 million higher for 2004 compared with the prior year primarily

as a result of:

-$98 million in higher mark-to-market gains for future-period deliveries primarily as a result of higher forward
prices for wholesale electricity;

- a $25 million decrease from lower competitive retail sales volumes in California by APS Energy Services;

- $20 million of higher energy trading revenues on realized sales of electricity primarily due to higher electricity
prices; and

-a $14 million decrease in Off-System Sales primarily due to lower wholesale unit margins and lower sales volumes.

Other Revenues
Other revenues were $15 million higher for 2004 compared with the prior year primarily due to higher non-commodity
revenues at APS Energy Services.

Capital Needs and Resources
CAPITAL EXPENDITURE REQUIREMENTS
The following table summarizes the actual capital expenditures for the year ended 2005 and estimated capital

expenditures for the next three years (dollars in millions):

Actual Estimated

2005 2006 2007 2008

APS
Distribution $325 $322 $323 $362
Transmission 92 120 169 203
Generation (a) 356 184 207 279
Other (b) 36 23 16 13
Subtotal 809 649 705 857
SunCor (c) 106 232 142 119
Other 13 6 2 6
Total $928 $887 $859 $982

(a) Includes $185 million in 2005 for the acquisition of the Sundance Plant.

(b) Primarily information systems and facilities projects.

(¢) Consists primarily of capital expenditures for land development and retail and office building construction reflected in "Real estate investments” on
the Consolidated Statements of Cash Flows.

Distribution and transmission capital expenditures are comprised of infrastructure additions and upgrades, capital

replacements, new customer construction and related information systems and facility costs. Examples of the types

of projects included in the forecast include lines, substations, line extensions to new residential and commercial

developments and upgrades to customer information systems. Major transmission projects are driven by strong

regional customer growth.
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Generation capital expenditures are comprised of various improvements to APS’ existing fossil and nuclear plants,
the acquisition of the Sundance Plant and the replacement of Palo Verde steam generators (see below). Examples of
the types of projects included in this category are additions, upgrades and capital replacements of various power
plant equipment such as turbines, boilers and environmental equipment. Generation also includes nuclear fuel
expenditures of approximately $35 million annually for 2006 through 2008.

Replacement of the steam generators at Palo Verde Unit 1 was completed during the fall 2005 outage at a cost to
APS of approximately $70 million. The Palo Verde owners have approved the manufacture of one additional set of
steam generators. These generators will be installed in Unit 3 and are scheduled for completion in the fall of 2007
at an approximate cost of $75 million (APS’ share). Approximately $20 million of the Unit 3 steam generator costs
have been incurred through 2005 with the remaining $55 million included in future years in the capital expenditure
table above. Capital expenditures will be funded with internally generated cash or external financings.

CONTRACTUAL OBLIGATIONS
The following table summarizes Pinnacle West’s consolidated contractual requirements as of December 31, 2005

(dollars in millions):

2006 2007-2008 2009-2010 Thereafter Total

Long-term debt payments, including interest (a):
APS $ 219 $..259 $ 480 $3,350 $4,308
Pinnacle West 312 - - - 312
SunCor 9 143 = - 152
Total long-term debt payments, including interest 540 402 480 3,350 4,772
Short-term debt payments, including interest (b) 16 - - = 16
Capital lease payments 2 2 A 2 8
Operating lease payments 74 144 133 303 654
Minimum pension funding requirement (c) 37 - = - 37
Purchase power and fuel commitments. (d) 316 419 256 908 1,899
Purchase obligations (e) 25 9 - 75 109
Nuclear decommissioning funding requirements 21 42 46 259 368
Total contractual commitments $ 1,031 $1,018 $ 917 $ 4,897 $7,863

(a) The long-term debt matures at various dates through 2035 and bears interest principally at fixed rates. Interest on variable-rate long-term debt is
determined by using the rates at December 31, 2005 (see Note 6).

(b) The short-term debt matures within 12 months and is primarily related to short-term loans at SunCor. These loans are made up of multiple notes
primarily with variable interest rates based on prime plus 1.75% or LIBOR plus 2.25% and 2.50% at December 31, 2005 (see Note 5).

(c) Future pension contributions are not determinable for time periods after 2006.

(d) Our fuel and purchased power commitments include purchases of coal, electricity, natural gas and nuclear fuel (see Note 11).

(e) These contractual obligations include commitments for capital expenditures and other obligations.

OFF-BALANCE SHEET ARRANGEMENTS

In 1986, APS entered into agreements with three separate VIE lessors in order to sell and lease back interests in
Palo Verde Unit 2. The leases are accounted for as operating leases in accordance with GAAP. We are not the pri-
mary beneficiary of the Palo Verde VIEs and, accordingly, do not consclidate them.

APS is exposed to losses under the Palo Verde sale leaseback agreements upon the occurrence of certain events that
APS does not consider to be reasonably likely to occur. Under certain circumstances (for example, the NRC issuing
specified violation orders with respect to Palo Verde or the occurrence of specified nuclear events), APS would be
required to assume the debt associated with the transactions, make specified payments to the equity participants,
and take title to the leased Unit 2 interests, which, if appropriate, may be required to be written down in value. If
such an event had occurred as of December 31, 2005, APS would have been required to assume approximately $234

million of debt and pay the equity participants approximately $185 million.
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GUARANTEES AND LETTERS OF CREDIT

We and certain of our subsidiaries have issued guarantees and letters of credit in support of our unregulated busi-
nesses. We have also obtained surety bonds on behalf of APS Energy Services. We have not recorded any liability on
our Consolidated Balance Sheets with respect to these obligations. We generally agree to indemnification provisions
related to liabilities arising from or related to certain of our agreements, with limited exceptions depending on the
particular agreement. See Note 21 for additional information regarding guarantees and letters of credit.

CREDIT RATINGS

The ratings of securities of Pinnacle West and APS as of March 7, 2006 are shown below. The ratings reflect the
respective views of the rating agencies, from which an explanation of the significance of their ratings may be
obtained. There is no assurance that these ratings will continue for any given period of time. The ratings may be
revised or withdrawn entirely by the rating agencies, if, in their respective judgments, circumstances so warrant.
Any downward revision or withdrawal may adversely affect the market price of Pinnacle West’s or APS’ securities
and serve to increase those companies’ cost of and access to capital. It may also require additional collateral related

to certain derivative instruments (see Note 18).

Moody's Standard & Poor's
PINNACLE WEST
Senior unsecured Baa2 BB+
Commercial paper p-2 A-3
Outlook Under Review for Possible Downgrade Stable
APS
Senior unsecured Baal BBB-
Secured lease obligation bonds Baal BBB-
Commercial paper P-2 A-3
Outlook Under Review for Possible Downgrade Stable

DEBET PROVISIONS

Pinnacle West’s and APS’ debt covenants related to their respective bank financing arrangements include a debt to cap-
italization ratio. Certain of APS’ bank financing arrangements also include an interest coverage test. Pinnacle West and
APS comply with these covenants and each anticipates it will continue to meet these and other significant covenant
requirements. For each of Pinnacle West and APS, these covenants require that the ratio of consolidated debt to total con-
salidated capitalization cannot exceed 65%. At December 31, 2005, the ratio was approximately 49% for Pinnacle West
and 47% for APS. The provisions regarding interest coverage require a minimum cash coverage of two times the inter-
est requirements for APS. The interest coverage is approximately 4 times under APS’ bank financing agreements as of
December 31, 2005. Failure to comply with such covenant levels would result in an event of default which, generally
speaking, would require the immediate repayment of the debt subject to the covenants and could cross-default other debt.

Neither Pinnacle West’s nor APS’ financing agreements contain “rating triggers” that would result in an accelera-
tion of the required interest and principal payments in the event of a rating downgrade. However, in the event of
a further rating downgrade, Pinnacle West and/or APS may be subject to increased interest costs under certain

financing agreements.

All of Pinnacle West’s bank agreements contain “cross-default” provisions that would result in defaults and the poten-
tial acceleration of payment under these loan agreements if Pinnacle West or APS were to default under certain other
material agreements. All of APS’ bank agreements contain cross-default provisions that would result in defaults and
the potential acceleration of payment under these bank agreements if APS were to default under certain other mate-
rial agreements. Pinnacle West and APS do not have a material adverse change restriction for revolver borrowings.

See Note 6 for further discussions.
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Capital Needs and Resources

PINNACLE WEST (PARENT COMPANY)

Qur primary cash needs are for dividends to our shareholders and principal and interest payments on our long-term
debt. On October 19, 2005, our Board of Directors increased the common stock dividend to.an indicated annual rate
of $2.00 per share from $1.90 per share, effective with the December 1, 2005 dividend payment. The level of our
common dividends and future dividend growth will be dependent on a number of factors including, but not limited
to, payout ratio trends, free cash flow and financial market conditions.

Our primary sources of cash are dividends from APS, external financings and cash distributions from our other sub-
sidiaries, primarily SunCor. For the years 2003 through 2005, total dividends from APS were $510 million and total
cash contributions from SunCor were $243 million. For the year ended December 31, 2005 cash contributions from
APS were approximately $170 million and distributions from SunCor were approximately $50 million. An ACC
financing order requires APS to maintain a common equity ratio of at least 40% and prohibits APS from paying
common stock dividends if the payment would reduce its common equity below that threshold. At December 31, 2005,
APS’ common equity ratio, as defined, was approximately 54%.

At December 31, 2005, Pinnacle West’s outstanding long-term debt, including current maturities, was $299 million.
In December 2005, we replaced the existing revolving credit facility with a $300 million revolving credit facility that
terminates in December 2010. This line of credit is available to support the issuance of up to $250 million in com-
mercial paper or to be used as bank borrowings, including issuances of letters of credit. At December 31, 2005, we
had no commercial paper or short-term borrowings outstanding. We ended 2005 in an invested position.

Pinnacle West sponsors a qualified pension plan for the employees of Pinnacle West and our subsidiaries. We
contribute at least the minimum amount required under IRS regulations, but no more than the maximum tax-
deductible amount. The minimum required funding takes into consideration the value of the fund assets and our
pension obligation. The assets in the plan are comprised of common stocks, bonds, common and collective trusts and
short-term investments. Future year contribution amounts are dependent on fund performance and fund valuation
assumptions. We contributed $53 million in 2005. The contribution to our pension plan in 2006 is estimated to be
approximately $50 million. The expected contribution to our other postretirement benefit plans in 2006 is estimated
to be approximately $29 million. APS and other subsidiaries fund their share of the contributions. APS’ share is
approximately 96% of both plans.

On May 2, 2005, Pinnacle West redeemed at par all of its $165 million Floating Rate Senior Notes due November 1,
2005. The Company used cash on hand to redeem the notes.

On May 2, 2005, Pinnacle West issued 6,095,000 shares of its common stock at an offering price of $42 per share,
resulting in net proceeds of approximately $248 million. Pinnacle West used the net proceeds for general corporate
purposes, including making capital contributions to APS, which, in turn, used a portion of such funds to acquire the
Sundance Plant and fund other capital expenditures to meet the growing needs of APS’ service territory.

On February 28, 2006, Pinnacle West entered into an Uncommitted Master Shelf Agreement with Prudential
Investment Management, Inc. (“Prudential”) and certain of its affiliates. The agreement provides the terms under
which Pinnacle West may offer up to $200 million of its senior notes for purchase by Prudential affiliates at any time
prior to December 31, 2007. The maturity of notes issued under the agreement cannot exceed five years. Pursuant
to the agreement, on February 28, 2006, Pinnacle West issued and sold to Prudential affiliates $175 million aggre-
gate principal amount of its 5.91% Senior Notes, Series A, due February 28, 2011 (the “Series A Notes”). Pinnacle
West will use the proceeds of the Series A Notes to repay at maturity a portion of the $300 million aggregate
principal amount of its 6.40% Senior Notes due April 1, 2006 or for other general corporate purposes.

See “Equity Infusions” in Note 3 for information regarding the ACC approval of Pinnacle West's infusion of more
than $450 million of equity into APS, consisting of about $250 million of the proceeds of Pinnacle West’s common

equity issuance and about $210 million of the proceeds from the sale of Silverhawk in January 20086.
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APS

APS’ capital requirements consist primarily of capital expenditures and optional and mandatory redemptions of
long-term debt. APS pays for its capital requirements with cash from operations and, to the extent necessary, exter-
nal financings. APS has historically paid its dividends to Pinnacle West with cash from operations, See “Pinnacle
West (Parent Company)” above for a discussion of the common equity ratio that APS must maintain in order to pay
dividends to Pinnacle West.

On January 15, 2005, APS repaid its $100 million 6.25% Notes due 2005. APS used cash on hand to redeem these notes.

On March 1, 2005, Maricopa County, Arizona Pollution Control Corporation issued $164 million of variable interest
rate pollution control bonds, 2005 Series A-E, due 2029. The bonds were issued to refinance $164 million of outstand-
ing pollution control bonds. The Series A-E bonds are payable solely from revenues obtained from APS pursuant to
a loan agreement between APS and Maricopa County, Arizona Pollution Control Corporation. These bonds are
classified as lohg~term debt on our Balance Sheets.

On May 12, 2003, APS issued $500 million of debt and made a $500 million loan to Pinnacle West Energy. Pinnacle
West Energy distributed the net proceeds of that loan to Pinnacle West to fund the repayment of a portion of the debt
incurred to finance the construction of the PWEC Dedicated Assets. On April 11, 2005, this loan was repaid with the
proceeds of a new debt issuance by Pinnacle West Energy.

On August 1, 2005, APS repaid $300 million of its 7.625% Notes due 2005. APS used cash on hand to repay these notes.

On August 22, 2005, APS issued $250 million of 5.50% Senior Unsecured Notes due September 1, 2035. A portion of
the net proceeds from the sale of the notes was used for general corporate purposes and, on October 3, 2005, APS
used the balance of the proceeds; along with cash on hand, to fund the $500 million that it was obligated to transfer
to Pinnacle West Energy in connection with APS’ acquisition of the PWEC Dedicated Assets. APS satisfied this
obligation to Pinnacle West Energy on October 3, 2005.

APS’ outstanding debt was approximately $2.6 billion at December 31, 2005. In December 2005, APS replaced its
$325 million revolving credit facility that would have terminated in May 2007 with a $400 million revolving credit
facility that terminates in December 2010. This line of credit is available either to support the issuance of up to $250
million in commercial paper or to be used for bank borrowings, including issuances of letters of credit. At December
31, 2005, APS had no outstanding commercial paper or bank borrowings. APS ended 2005 in an invested position.

Although brovisions in APS’ articles of incorporation and ACC financing orders establish maximum amounts of
preferred stock and debt that APS may issue, APS does not expect any of these provisions to limit its ability to meet
its capital requirements.

See “Deferred Fuel and Purchased Power Costs” above and “Power Supply Adjustor” in Note 8 for information
regarding the PSA approved by the ACC. Although APS defers actual retail fuel and purchased power costs on a
current basis, APS’ recovery of the deferrals from its ratepayers is subject to annual PSA adjustments and ACC
approval of periodic surcharge applications.

See “Cash Flow Hedges” in Note 18 for information related to increased collateral provided to us by counterparties.

PINNACLE WEST ENERGY

On April 11, 2005, Pinnacle West Energy issued $500 million Floating Rate Senior Notes due April 1, 2007. Pinnacle
West unconditionally guaranteed these notes. Pinnacle West Energy used the proceeds of this issuance to repay the
$500 million loan from APS to Pinnacle West Energy described under “Capital Needs and Resources — APS” above.
On October 3, 2005, Pinnacle West Energy repaid the Floating Rate Senior Notes due April 1, 2007 with $500
million received from APS in connection with the transfer of the PWEC Dedicated Assets.
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See Note 22 of Notes to Consolidated Financial Statements above for a discussion of the sale of our 75% ownership

interest in Silverhawk.

OTHER SUBSIDIARIES

During the past three years; SunCor funded its cash requirements with cash from operations and its own external
financings. SunCor’s capital needs consist primarily of capital expenditures for land development and retail and
office building construction. See the capital expenditures table above for actual capital expenditures during 2005 and
projected capital expenditures for the next three years. SunCor expects to fund its future capital requirements with
cash from operations and external financings.

SunCor’s total outstanding debt was approximately $145 million as of December 31, 2005, including $128 million of
debt outstanding, which is classified as long-term debt, under a $150 million line of credit. SunCor’s total short-term
debt was $16 million at December 31, 2005. SunCor’s long-term debt, including current maturities, totaled $129 mil-
lion at December 31, 2005. See Note 6.

El Dorado expects minimal capital requirements over the next three years and intends to focus on prudently

realizing the value of its existing investments.

APS Energy Services expects minimal capital expenditures over the next three years.

In preparing the financial statements in accordance with GAAP, management must often make estimates and
assumptions that affect the reported amounts of assets, liabilities, revenues, expenses and related disclosures at the
date of the financial statements and during the reporting period. Some of those judgments can be subjective and
complex, and actual results could differ from those estimates. We consider the following accounting policies to be our
most critical because of the uncertainties, judgments and complexities of the underlying accounting standards and

operations involved.

Regulatory Accounting

Regulatory accounting allows for the actions of regulators, such as the ACC and the FERG, to be reflected in our
financial statements. Their actions may cause us to capitalize costs that would otherwise be included as an expense
in the current period by unregulated companies. If future recovery of costs ceases to be probable, the assets would
be written off as a charge in current period earnings. A major component of our regulatory assets is the retail fuel
and power costs deferred under the PSA. APS defers for future rate recovery 90% of the difference between actual
retail fuel and power costs and the amount of such costs currently included in base rates. We had $324 million,
including $173 million related to the PSA, of regulatory assets on the Consolidated Balance Sheets at December 31,
9005. Included in the $173 million is approximately $45 million related to the 2005 unplanned Palo Verde outages,
which currently are the subject of inquiry by the ACC. In addition, we had $592 million of regulatory liabilities on
the Consalidated Balance Sheets at December 31, 2005, which primarily are related to removal costs. See Notes 1
and 3 for more information about regulatory assets, APS’ general rate case and power supply adjustor.

Pensions and Other Postretirement Benefit Accounting

Changes in our actuarial assumptions used in calculating our pension and other postretirement benefit liability and
expense can have a significant impact on our earnings and financial position. The most relevant actuarial assump-
tions are the discount rate used to measure our liability and net periodic cost, the expected long-term rate of return
on plan assets used to estimate earnings on invested funds over the long-term, and the assumed healthcare cost

trend rates. We review these assumptions on an annual basis and adjust them as necessary.
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The following chart reflects the sensitivities that a change in certain actuarial assumptions would have had on the
December 31, 2005 projected benefit obligation, our December 31, 2005 reported pension liability on the
Consolidated Balance Sheets and our 2005 reported pension expense, after consideration of amounts capitalized or
billed to electric plant participants, on Pinnacle West's Consolidated Statements of Income (dollars in millions):

Increase (Decrease)

Impact on Prejected Impact on Impact on
Actuarial Assumption (a) Benefit Obligation Pension Liability Pension Expense
Discount rate:
Increase 1% $(207) $(170) $(8)
Decrease 1% 237 195 8
Expected long-term rate of return on plan assets:
Increase 1% = - (4)
Decrease 1% - - 4

(a) Each fluctuation assumes that the other assumptions of the calculation are held constant.

The following chart reflects the sensitivities that a change in certain actuarial assumptions would have had on
the December 31, 2005 accumulated other postretirement benefit obligation and our 2005 reported other postre-
tirement benefit expense, after consideration of amounts capitalized or billed to electric plant participants, on
Pinnacle West’s Consolidated Statements of Income {dollars in millions):

Increase (Decrease)

Impact on
Accumulated Other Impact on Other
Postretirement Postretirement
Actuarial Assumption (a) Benefit Obligation Benefit Expense
Discount rate:
Increase 1% $ (84) $(4)
Decrease 1% 106 5
Health care cost trend rate (b):
Increase 1% 100 7
Decrease 1% (79) (6)
Expected long-term rate of return on plan assets — pretax:
Increase 1% - (1)
Decrease 1% - 1

{a) Each fluctuation assumes that the other assumptions of the calculation are held constant.
(b) This assumes a 1% change in the initial and ultimate health care cost trend rate.

See Note 8 for further details about our pension and other postretirement benefit plans.

Derivative Accounting

Derivative accounting requires evaluation of rules that are complex and subject to varying interpretations. Our
evaluation of these rules, as they apply to our contracts, determines whether we use accrual accounting (for contracts
designated as normal) or fair value (mark-to-market) accounting. Mark-to-market accounting requires that
changes in the fair value are recognized periodically in income unless certain hedge criteria are met. For fair
value hedges, the gain or loss on the derivative as well as the offsetting loss or gain on the hedged item associ-
ated with the hedged risk are recognized in earnings. For cash flow hedges, the effective portion of changes in
the fair value of the derivative are recognized in common stock equity (as a component of other comprehensive

income (loss)).
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The fair value of our derivative contracts is not always readily determinable. In some cases, we use models and
other valuation techniques to determine fair value. The use of these models and valuation techniques sometimes
requires subjective and complex judgment. Actual results could differ from the results estimated through
application of these methods. Our marketing and trading portfolio consists of structured activities hedged with a
portfolio of forward purchages that protects the economic value of the sales transactions. See “Market Risks —
Commodity Price Risk” below for quantitative analysis. See Note 1 for discussion on accounting policies and Note

18 for a further discussion on derivative and energy trading accounting.
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Factors Affecting Operating Revenues, Fuel and Purchased Power Costs

GENERAL Electric operating revenues are derived from sales of electricity in regulated retail markets in Arizona
and from competitive retail and wholesale power markets in the western United States. These revenues are
affected by electricity sales volumes related to customer mix, customer growth and average usage per customer
as well as electrieity rates and tariffs and variations in weather from period to period. Competitive sales of energy
and energy-related products and services are made by APS Energy Services in certain western states that have

opened to competition.

RETAIL RATE PROCEEDINGS The key issue affecting Pinnacle West's and APS’ financial outlook is the satisfactory res-
olution of APS’ retail rate proceedings pending before the ACC. As discussed in greater detail in Note 3, APS has
pending before the ACC a general retail rate case, an application for an emergency interim rate increase, and an

application for two separate surcharges under the PSA.

FUEL AND PURCHASED POWER c05TS Fuel and purchased power costs are impacted by our electricity sales volumes,
existing contracts for purchased power and generation fisel, our power plant performance, transmission availability
or constraints, prevailing market prices, new generating plants being placed in service, variances in deferrals and
amortization of fuel and purchased power beginning on April 1, 2005 and our hedging program for managing such
costs. See “Power Supply Adjustor” in Note 3 for information regarding the PSA approved by the ACC. See “Natural
Gas Supply” in Note 11 for more information on fuel costs. See “Overview” above for information about Palo Verde

Unit 1 operating at reduced power levels and the related economic impact.

CUSTOMER AND SALES GROWTH The customer and sales growth referred to in this paragraph applies to Native Load
customers and sales to them. Customer growth in APS’ service territory averaged about 3.8% a year for the three
years 2003 through 2005; we currently expect customer growth to average about 3.8% per year from 2006 to 2008.
We currently estimate that total retail electricity sales in kilowatt-hours will grow 3.7% on average, from 2006
through 2008, before the effects of weather variations. Customer growth for 2005 was 4.3%.

Actual sales growth, excluding weather-related variations, may differ from our projections as a result of numerous
factors, such as economic conditions, customer growth, usage patterns and responses to retail price changes. Our
experience indicates that a reasonable range of variation in our kilowatt-hour sales projection attributable to such

economic factors can result in increases or decreases in annual net income of up to $10 million.

WEATHER In forecasting retail sales growth, we assume normal weather patterns based on historical data. Historical
extreme weather variations have resulted in annual variations in net income in excess of $20 million. However, our
experience indicates that the more typical variations from normal weather can result in increases or decreases in

annual net income of up to $10 million.

WHOLESALE POWER MARKET CONDITIONS The marketing and trading division focuses primarily on managing APS’ risks
relating to fuel and purchased power costs in connection with its costs of serving Native Load customer demand. The
marketing and trading division, subject to specified parameters, markets, hedges and trades in electricity, fuels and
emission allowances and credits. Our future earnings will be affected by the strength or weakness of the wholesale

power market,
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Other Factors Affecting Financial Results
OPERATIONS AND MAINTENANCE EXPENSES Operations and maintenance expenses are impacted by growth, power plant
additions and operations, inflation, outages; higher trending pension and other postretirement benefit costs and

other factors.

DEPRECIATION AND AMORTIZATION EXPENSES Depreciation and amortization expenses are impacted by net additions to
utility plant and other property, which include generation construction or acquisition, changes in depreciation and
amortization rates (see Note 1), and changes in regulatory asset amortization. See Note 7 for information on APS’

acquisition of the Sundance Plant in 2005.

PROPERTY TAXES Taxes other than income taxes consist primarily of property taxes, which are affected by tax rates
and the value of property in-service and under construction. The average property tax rate for APS, which currently
owns the majority of our property, was 9.2% of assessed value for 2005 and 2004. We expect property taxes to
increase as new power plants, the acquisition of the Sundance Plant and our additions to transmission and distri-

bution facilities are included in the property tax base.

INTEREST EXPENSE  Interest expense is affected by the amount of debt outstanding and the interest rates on that debt.
The primary factors affecting borrowing levels in the next several years are expected to be our capital requirements
and our internally generated cash flow. Capitalized interest offsets a portion of interest expense while capital projects
are under construction. We stop aceruing capitalized interest on a project when it is placed in commercial operation.
Interest expense is also affected by interest rates on variable-rate debt.

RETAIL COMPETITION Although some very limited retail competition existed in Arizona in 1999 and 2000, there are
currently no active retail competitors providing unbundled energy or other utility services to APS’ customers. As a
result, we cannot predict when, and the extent to which, additional competitors will re-enter APS’ service territory.

SUBSIDIARIES SunCor’s net income was $56 million in 2003, $45 million in 2004 and $56 million in 2005. See Note 22
for further discussion. APS Energy Services’ and El Dorado’s historical results are not indicative of future performance.

GENERAL Our financial results may be affected by a number of broad factors. See “Forward-Looking Statements” for
further information on such factors, which may cause our actual future results to differ from those we currently

seek or anticipate.
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Market Risks
Qur operations include managing market risks related to changes in interest rates, commodity prices and invest-

ments held by our nuclear decommissioning trust fund.

INTEREST RATE AND EQUITY RISK

Our major financial market risk exposure is to changing interest rates. Changing interest rates will affect interest
paid on variable-rate debt and interest earned by our nuclear decommissioning trust fund (see Note 12). Our policy
is to manage interest rates through the use of a combination of fixed-rate and floating-rate debt. The nuclear
decommissioning fund also has risk associated with the changing market value of equity investments. Nuclear

decommissioning costs are recovered in regulated electricity prices.

The tables below present contractual balances of our consolidated long-term and short-term debt at the expected
maturity dates as well as the fair value of those instruments on December 31, 2005 and 2004. The interest rates
presented in the tables below represent the weighted-average interest rates as of December 31, 2005 and 2004

(dollars in thousands):

2005
Short-Term Debt Variable-Rate Long-Term Debt Fixed-Rate Long-Term Debt
Interest Interest Interest

Rates Amount Rates Amount Rates Amount

2006 7.11% $ 15,673 5.38% $ 350 6.47% $ 386,624
2007 - - 5.38% 350 5.90% 1,271
2008 - = 5.93% 128,178 5.85% 1,318
2009 - - = - 5.73% 1,014
2010 - = = - 5.69% 1,077
Years thereafter - = 3.25% 565,855 5.79% 1,918,026
Total $ 15,673 $ 694,733 $2,309,330
Fair value $ 15,673 $ 694,733 $2,326,235

2004
Short-Term Debt Variable-Rate Long-Term Debt Fixed-Rate Long-Term Debt
Interest Interest Interest

Rates Amount Rates Amount Rates Amount

2005 4.21% $ 71,030 1.99% $ 165,447 7.27% $ 402,198
2006 = = 6.55% 2,918 6.45% 395,314
2007 = = 4.81% 302 5.99% 1,154
2008 o = 5.22% 5,294 5.51% 1,055
2009 = oL = = 5.51% 818
Years thereafter - - 1.89% 565,860 4.79% 1,669,901
Total $ 71,030 $ 739,821 $2,470,440
Fair value $ 71,030 $ 740,271 $2,574,608
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The tables below present contractual balances of APS’ long-term debt at the expected maturity dates as well as the
fair value of those instruments on December 31, 2005 and 2004. The interest rates presented in the tables below rep-
resent the weighted-average interest rates as of December 31, 2005 and 2004 (dollars in thousands):

2005
Variable-Rate Long-Term Debt Fixed-Rate Long-Term Debt
Interest Interest

Rates Amount Rates Amaount

2006 - $ - 6.71% $ 86,165
2007 - = 5.76% 1,075
2008 - - 5.74% 1,271
2009 - - 5.70% 1,005
2010 - - 5.69% 1,077
Years thereafter 3.25% 565,855 5.79% 1,918,026
Total $ 565,855 $2,008,619
Fair value $ 565,855 $2,025,001

2004
Variable-Rate Long-Term Debt Fixed-Rate Long-Term Debt
Interest Interest

Rates Amount Rates Amount

2005 - $ - 7.27% $ 401,727
2006 = = 6.72% 86,082
2007 = = 5.51% 867
2008 - - 5.51% 1,054
2009 = = 5.51% 818
Years thereafter 1.89% 565,860 4.79% 1,669,901
Total $ 565,860 $2,160,449
Fair value $ 565,799 $2,254,061

COMMODITY PRICE RISK

We are exposed to the impact of market fluctuations in the commodity price and transportation costs of electricity,
natural gas, coal and emissions allowances. We manage risks associated with these market fluctuations by utilizing
various commodity instruments that qualify as derivatives, including exchange-traded futures and options and over-
the-counter forwards, options and swaps. Our ERMC, consisting of officers and key management personnel, oversees
company-wide energy risk management activities and monitors the results of marketing and trading activities to
ensure compliance with our stated energy risk management and trading policies. As part of our risk management
program, we use such instruments to hedge purchases and sales of electricity, fuels and emissions allowances and
credits. The changes in market value of such contracts have a high correlation to price changes in the hedged com-
modities. In addition, subject to specified risk parameters monitored by the ERMC, we engage in marketing and

trading activities intended to profit from market price movements.

The mark-to-market value of derivative instruments related to our risk management and trading activities are

presented in two categories consistent with our business segments:

- Regulated Electricity — non-trading derivative instruments that hedge our purchases and sales of electricity
and fuel for APS’ Native Load requirements of our regulated electricity business segment; and
- Marketing and Trading — non-trading and trading derivative instruments of our competitive business segment.
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The following tables show the pretax changes in mark-to-market of our non-trading and trading derivative positions

in 2005 and 2004 (dollars in millions):

2005 2004
Regulated Marketing Regulated Marketing
Electricity and Trading Electricity and Trading
Mark-to-market of net positions at beginning of period $ 33 $107 $ $ 69
Recognized in earnings:
Change in mark-to-market gains (losses) for future period deliveries 14 20 9 20
Mark-to-market (gains) losses realized including ineffectiveness
during the period (8) (14) 3 (15)
Deferred as a regulatory liability 31 - - =
Recognized in OCI:
Changes in mark-to-market gains for future period deliveries (a) 359 102 42 37
Mark-to-market gains realized during the period (94) (34) 21) (6)
Change in valuation technigues - - - 2
Mark-to-market of net positions at end of period $335 $181 $ 33 $107

(a) The increase in regulated mark-to-market recorded in OCI is due primarily to increases in forward natural gas prices.

The tables below show the fair value of maturities of our non-trading and trading derivative contracts (dollars in
millions) at December 31, 2005 by maturities and by the type of valuation that is performed to calculate the fair values.
See Note 1, “Derivative Accounting,” for more discussion of our valuation methods.

Regulated Electricity

Years Total
Source aof Fair Value 2006 2007 2008 2009 2010 Thereafter Fair Value
Prices actively quoted $162 $ 58 $ 39 $ 7 $ - $ - $266
Prices provided by other external sources 21 61 1 - - = 83
Prices based on models and other
valuation methods (3) (2) (1) (2) (1) (5) (14)
Total by maturity $180 $117 $ 39 $ 5 $ (1) $ (5) $335
Marketing and Trading
Years Total
Source of Fair Value 2006 2007 2008 2009 2010 Thereafter Fair Value
Prices actively quoted $ 22 & $ - $ (1) $ (1) = $ 20
Prices provided by other external sources 76 87 20 - - - 183
Prices based on models and other
valuation methods (26) (12) 16 (1) (1) 2 (22)
Total by maturity $ 72 $ 75 $ 36 $ (2) $ (2 2 $181
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The table below shows the impact that hypothetical price movements of 10% would have on the market value of our
risk management and trading assets and liabilities included on Pinnacle West’s Consolidated Balance Sheets at
December 31, 2005 and 2004 (dollars in millions).

December 31, 2005 December 31, 2004
Gain (Loss) Gain (Loss)

Price Up Price Down Price Up Price Down
10% 10% 10% 10%

Mark-to-market changes reported in earnings (a):
Electricity $§ - 5 - $ (4 $ 4
Natural gas ~ - 2 (2)
Other - - 1 (1)

Mark-to-market changes reported in OCI (b):

Electricity 66 (66) 35 (35)
Natural gas 103 (103) 43 (43)
Total $169 $(169) $ 77 $ (77)

(a) These contracts are primarily structured sales activities hedged with a portfolio of forward purchases that protects the economic
value of the sales transactions.

(b) These contracts are hedges of our forecasted purchases of natural gas and electricity. The impact of these hypothetical price
movements would substantially offset the impact that these same price movements would have on the physical exposures being hedged.

CREDIT RISK

We are exposed to losses in the event of non-performance or non-payment by counterparties. We have risk manage-
ment and trading contracts with many counterparties. See Note 1, “Derivative Accounting” for a discussion of our
credit valuation adjustment policy. See Note 18 for further discussion of credit risk.
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This document contains forward-looking statements based on current expectations; and Pinnacle West assumes no
obligation to update these statements or make any further statements on any of these issues, except as required by
applicable law. These forward-looking statements are often identified by words such as “estimate,” “predict,” “hope,”
“may.” “believe,” “anticipate,” “plan,” “expect,” “require,” “intend,” “3ssume” and similar words. Because actual results
may differ materially from expectations, we caution readers not to place undue reliance on these statements. A number
of factors could cause future results to differ materially from historical results, or from results or outcomes currently
expected or sought by Pinnacle West. These factors include, but are not limited to:

-state and federal regulatory and legislative decisions and actions, including the outcome and timing of APS’
retail rate proceedings pending before the ACC;

«the timely recovery of PSA deferrals;

-the ongoing restructuring of the electric industry, including the introduction of retail electric competition in
Arizona and decisions impacting wholesale competition;

- the outcome of regulatory, legislative and judicial proeeedings, both current and future, relating to the restructuring;

- market prices for electricity and natural gas;

- power plant performance and outages;

- transmission outages and constraints;

-weather variations affecting local and regional customer energy usage;

- customer growth and energy usage;

-regional economic and market conditions, including the results of litigation and other proceedings resulting
from the California energy situation, volatile fuel and purchased power costs and the completion of generation and
transmission construction in the region, which could affect customer growth and the cost of power supplies;

- the cost of debt and equity capital and access to capital markets;

- current credit ratings remaining in effect for any given period of time;

- our ability to compete successfully outside traditional regulated markets (including the wholesale market);

- the performance of our marketing and trading activities due to volatile market liquidity and any deteriorating
counterparty credit and the use of derivative contracts in our business (including the interpretation of the
subjective and complex accounting rules related to these contracts);

-changes in accounting principles generally accepted in the United States of America and the interpretation of
those principles;

-the performance of the stock market and the changing interest rate environment, which affect the amount of
required contributions to Pinnacle West's pension plan and APS’ nuclear decommissioning trust funds, as well
as the reported costs of providing pension and other postretirement benefits;

- technological developments in the electric industry;

-the strength of the real estate market in SunCor’s market areas, which include Arizona, Idaho, New Mexico
and Utah; and

- other uncertainties, all of which are difficult to predict and many of which are beyond the control of Pinnacle West
and APS.
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Our management is responsible for establishing and maintaining adequate internal control over financial reporting,
as such term is defined in Exchange Act Rules 13(a)-15(f), for Pinnacle West Capital Corporation. Management con-
ducted an evaluation of the effectiveness of our internal control aver financial reporting based on the framework in
TInternal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission. Based on our evaluation under the framework in Internal Control — Integrated Framework, our man-
agement concluded that our internal control over financial reporting was effective as of December 31, 2005. Our
management’s assessment of the effectiveness of our internal control over financial reporting as of December 31,
2005 has been audited by Deloitte & Touehe LLP, an independent registered public accounting firm, as stated in
their report which is included herein and relates also to the Company’s consolidated financial statements.

March 8, 2006
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TO THE BOARD OF DIRECTORS AND STOCKHOLDERS OF
PINNACLE WEST CAPITAL CORPORATION
PHOENIX. ARIZONA

We have audited the accompanying consolidated balance sheets of Pinnacle West Capital Corporation and sub-
sidiaries (the “Company”) as of December 31, 2005 and 2004, and the related consolidated statements of income,
changes in common stock equity, and cash flows for each of the three years in the period ended December 31, 2005.
We also have audited management’s assessment, included in the accompanying Management’s Report on Internal
Control Over Financial Reporting, that the Company maintained effective internal control over financial reporting
as of December 31, 2005, based on criteria established in Internal Control — Integrated Framework issued by the
Committee of Sponsering Organizations of the Treadway Commission. The Company’s management is responsible
for these financial statements, for maintaining effective internal control over financial reporting, and for its assess-
ment of the effectiveness of internal control over financial reporting. Qur responsibility is to express an opinion on
these financial statements, an opinion on management’s assessment, and an opinion on the effectiveness of the
Company’s internal control over financial reporting based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement and whether effective internal control over
financial reporting was maintained in all material respects. Our audit of financial statements included examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the account-
ing principles used and significant estimates made by management, and evaluating the overall financial statement
presentation. Our audit of internal control over financial reporting included obtaining an understanding of internal
control over financial reporting, evaluating management’s assessment, testing and evaluating the design and oper-
ating effectiveness of internal control, and performing such other procedures as we considered necessary in the

circumstances. We believe that our audits provide a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the com-
pany’s principal executive and principal financial officers, or persons performing similar functions, and effected by
the company’s board of directors, management, and other personnel to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company’s internal control over financial reporting includes those
policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and
fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles and that receipts and expenditures of the company are being made only in accor-
dance with authorizations of management and directors of the company; and (3) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets
that could have a material effect on the financial statements.
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(continued)

Because of the inherent limitations of internal control over financial reporting, including the possibility of collusion
or improper management override of controls, material misstatements due to error or fraud may not be prevented
or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal control over
financial reporting to future periods are subject to the risk that the controls may become inadequate hecause of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of the Company as of December 31, 2005 and 2004, and the results of its operations and its eash
flows for each of the three years in the period ended December 31, 2005, in conformity with accounting principles
generally accepted in the United States of America. Also, in our opinion, management’s assessment that the
Company maintained effective internal control over financial reporting as of December 31, 2005, is fairly stated, in
all material respects, based on the criteria established in Internal Control — Integrated Framework issued by the
Committee of Sponsoring Organizations of the Treadway Commission. Furthermore, in our opinion, the Company
maintained, in all material respects, effective internal control over financial reporting as of December 31, 2005,
based on the criteria established in Internal Control — Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission.

DELOITTE & TOUCHE LLP
Phoenix, Arizona
March 8, 2006
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(dollars and shares in thousands, except per share amounts)

Year Ended December 31, 2005 2004 2003
OPERATING REVENUES
Regulated electricity segment $ 2,237,145 $ 2,035,247 $1,978,075
Marketing and trading segment 351,558 400,628 391,196
Real estate segment 338,031 350,315 361,604
Other revenues 61,221 42,816 27,929
Total 2,987,955 2,829,006 2,758,804
OPERATING EXPENSES
Regulated electricity segment fuel and purchased power 595,141 567,433 517,320
Marketing and trading segment fuel and purchased power 293,091 320,667 344,862
Operations and maintenance 635,827 592,320 548,732
Real estate segment operations 278,366 284,194 305,974
Depreciation and amortization 347,652 381597 435,140
Taxes other than income taxes 132,040 120,722 110,270
Other expenses 51,987 34,108 23,254
Regulatory disallowance (Note 3) 138,562 - -
Total 2,472,666 2,311,041 2,285,552
OPERATING INCOME 515,289 517,965 473,252
OTHER
Allowance for equity funds used during construction 11,191 4,885 14,240
Other income (Note 19) 23,360 53,289 35,563
Other expenses (Note 19) (26,716) (21,340) (20,574)
Total 7,835 36,834 29,229
INTEREST EXPENSE
Interest charges 185,087 183,527 193,973
Capitalized interest (12,018) (11,460) (19,078)
Total 173,069 172,067 174,895
INCOME FROM CONTINUING OPERATIONS BEFORE INCOME TAXES 350,055 382,732 327,586
INCOME TAXES 126,892 136,142 102,202
INCOME FROM CONTINUING OPERATIONS 223,163 246,590 225,384
Income (loss) from discontinued operations — net of income
tax expense (benefit) of ($29,797), ($1,805) and $9,887 (46,896) (3,395) 154185
NET INCOME $ 176,267 $ 243,195 $ 240,579
WEIGHTED-AVERAGE COMMON SHARES OUTSTANDING — BASIC 96,484 91,397 91,265
WEIGHTED-AVERAGE COMMON SHARES OUTSTANDING — DILUTED 96,590 91,532 91,405
EARNINGS PER WEIGHTED-AVERAGE COMMON SHARE OUTSTANDING
Income from continuing operations — basic $ 2.31 $ 2.70 $ 2.47
Net income — basic 1.83 2.66 2.64
Income from continuing operations — diluted 2.31 2.69 2.47
Net income — diluted 1.82 2.66 2.63
DIVIDENDS DECLARED PER SHARE $ 1.925 $ 1.825 $ 1.725

See Notes to Pinnacle West's Consolidated Financial Statements.
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(dollars in thousands)

December 31, 2005 2004
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 154,003 $ 163,366
Investment in debt securities - 181,175
Customer and other receivables 502,681 461,090
Allowance for doubtful accounts (4,979) (4,896)
Materials and supplies (at average cost) 109,736 101,333
Fossil fuel (at average cost) 23,658 20,512
Assets from risk management and trading activities (Note 18) 827,779 166,896
Assets held for sale (Note 22) 202,645 -
Other current assets 75,869 47,654
Total current assets 1,891,392 1,137,130
INVESTMENTS AND OTHER ASSETS
Real estate investments — net (Notes 1 and 6) 390,702 382,398
Assets from long-term risk management and trading activities (Note 18) 597,831 224,341
Decommissioning trust accounts (Note 12) 293,943 267,700
Other assets 111,931 107,212
Total investments and other assets 1,394,407 981,651
PROPERTY, PLANT AND EQUIPMENT (NOTES 1, 6, $ AND 10)
Plant in service and held for future use 10,727,695 10,486,648
Less accumulated depreciation and amortization 3,622,884 3,365,954
Total 7,104,811 7,120,694
Construction work in progress 327,172 258,119
Intangible assets, net of accumulated amortization of $182,576 and $158,584 90,916 105,486
Nuclear fuel, net of accumulated amortization of $53,984 and $59,020 54,184 51,188
Net property, plant and equipment 7,577,083 7,535,487
DEFERRED DEBITS
Deferred fuel and purchased power regulatory asset (Notes 1, 3 and 4) 172,756 -
Other regulatory assets (Notes 1, 3 and 4) 151,123 135,051
Other deferred debits 135,884 107,428
Total deferred debits 459,763 242 479
TOTAL ASSETS $11,322,645 $ 9,896,747

See Notes to Pinnacle West's Consolidated Financial Statements.
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(dollars in thousands)

December 31, 2005 2004
LIABILITIES AND COMMON STOCK EQUITY
CURRENT LIABILITIES
Accounts payable $ 377,107 $ 373526
Accrued taxes 289,235 245,611
Accrued interest 31,774 38,795
Short-term borrowings (Note 5) 15,673 71,030
Current maturities of long-term debt (Note 6) 384,947 617,165
Customer deposits 60,509 55,558
Deferred income taxes (Note 4) 94,710 9,057
Liabilities from risk management and trading activities (Note 18) 720,693 113,406
Other current liabilities 297,425 101,748
Total current liabilities 2,272,073 1,625,896
LONG-TERM DEBT LESS CURRENT MATURITIES (NOTE é) 2,608,455 2,584,985
DEFERRED CREDITS AND OTHER
Deferred income taxes (Note 4) 1,225,253 15227,553
Regulatory liabilities (Notes 1, 3 and. 4) 592,494 506,646
Liability for asset retirements (Note 12) 269,011 251,612
Pension liability (Note 8) 264,476 234,445
Liabilities from risk- management and trading activities (Note 18) 256,413 156,262
Unamortized gain — sale of utility plant (Note 9) 45,757 50,333
Other 363,749 308,819
Total deferred credits and other 3,017,153 2,735,670
COMMITMENTS AND CONTINGENCIES (NOTES 3, 11, 12 AND 21)
COMMON STOCK EQUITY (NOTE 7)
Common stock, no par value; authorized 150,000,000 shares;
issued 99,077,133 at end of 2005 and 91,802,861 at end of 2004 2,067,377 1,769,047
Treasury stock at cost; 20,058 shares at end of 2005 and
9,522 shares at end of 2004 (1,245) (428)
Total common stock 2,066,132 1,768,619
Accumulated other comprehensive income (loss):
Minimum pension liability adjustment (97,277) (81,788)
Derivative instruments 262,397 53,243
Total accumulated other comprehensive income (loss) 165,120 (22,545)
Retained earnings 1,193,712 1,204,122
Total common stock equity 3,424,964 2,950,196
TOTAL LIABILITIES AND COMMON STOCK EQUITY $11,322,645 $ 9,896,747

See Notes to Pinnacle West's Consolidated Financial Statements.
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1,431 & (dollars in thousands)

Year Ended December 31, - 2005 2004 (a) 2003 (a)
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 176,267 $ 243,195 $ 240,579
Adjustments to reconcile net income to net cash provided by
operating activities:
Silverhawk impairment loss 91,025 = =
Regulatory disallowance 138,562 - -
Equity earnings in Phoenix Suns partnership = (34,594) =
Depreciation and amortization including nuclear fuel 381,604 432,161 466,900
Deferred fuel and purchased power (172,756) = -
Allowance for equity funds used during construction (11,191) (4,885) (14,240)
Deferred income taxes (23,806) (113,850) 85,462
Change in mark-to-market valuations (11,670) (18,915) 17,410
Changes in current assets and liabilities:
Customer and other receivables (38,763) (11,056) 2,346
Materials, supplies and fossil fuel (16,836) 2,621 (4,629)
Other current assets (28,215) 25,380 (6,646)
Accounts payable (6,392) 85,344 (34,303)
Accrued taxes 43,624 175,842 (1,338)
Other current liabilities 1,567 10,561 3,725
Proceeds from the sale of real estate assets 16,218 80,035 130,597
Real estate investments (88,055) (62,812) (51,837)
Change in risk management and trading — assets (62,100) (2,549) 46,911
Change in risk management and trading — liabilities 110,393 13,018 (11,613)
Collateral 192,040 12,619 (10,453)
Change in other long-term assets (35,793) (36,666) (6,099)
Change in other long-term liabilities 74,573 55,443 49,251
Net cash flow provided by operating activities 730,296 850,892 902,023
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditures (633,532) (538,842) (713,256)
Purchase of Sundance Plant (185,046) - -
Proceeds from sale of Silverhawk - 90,967 -
Capitalized interest (12,018) (16,311) (29,444)
Proceeds from the sale of the Phoenix Suns partnership - 23,101 =
Purchases of investment securities (2,962,278) (1,040,955) (877,660)
Proceeds from sale of investment securities 3,143,481 951,630 785,810
Proceeds from nuclear decommissioning trust sales 186,215 123,795 168,874
Investment in nuclear decommissioning trust (204,633) (135,239) (180,319)
Proceeds from real estate investments 82,719 = 46,781
Other - (3,072) (9,595)
Net cash flow used for investing activities (585,092) (544,926) (808,809)
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of long-term debt 1,088,815 478,328 656,850
Short-term borrowings and payments — net (46,413) (15,051) (173,303)
Dividends paid on common stock (186,677) (166,772) (157,417)
Repayment of long-term debt (1,288,034) (604,015) (368,162)
Common stock equity issuance 298,168 18,291 -
Qther (20,426) 9,690 8,181
Net cash flow used for financing activities (154,567) (279,529) (33,851)
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (9,363) 26,437 59,363
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 163,366 136,929 77,566
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 154,003 $ 163,366 $ 136,929
Supplemental disclosure of cash flow information
Cash paid during the period for:
Income taxes paid, net of refunds $ 86,711 $ 66,447 $ 32,816
Interest paid, net of amounts capitalized $ 181,975 $ 191,865 $ 161,681

See Notes to Pinnacle West's Consolidated Financial Statements.

(a) See "Cash and Cash Equivalents” in Note 1 for information regarding revisions and certain reclassifications of prior year amounts.
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“ (dollars in thousands)

Year Ended December 31 2005 2004 2003
COMMON STOCK (NOTE 7)
Balance at beginning of year $1,769,047 $1,744,354 $1,737,258
Issuance of common stock 298,330 18,291 -
Other = 6,402 7,096
Balance at end of year ; 2,067,377 1,769,047 1,744,354
TREASURY STOCK (NOTE 7)
Balance at beginning of year (428) (3,273) (4,358)
Purchase of treasury stock (1,601) (2,986) -
Reissuance of treasury stock used for stock compensation, net 784 5,831 1,085
Balance at end of year (1,245) (428) (3,273)
RETAINED EARNINGS
Balance at beginning of year 1,204,122 1,127,699 1,044,537
Net income 176,267 243,195 240,579
Common stock dividends (186,677) (166,772) (157,417)
Balance at end of year 1,193,712 1,204,122 1,127,699
ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)
Balance at beginning of year (22,545) (39,001) (91,284)
Minimum pension liability adjustment,
net of tax expense (benefit) of ($9,526), ($9,756) and $3,700 (15,489) (15,224) 4,700
Unrealized gain on derivative instruments,
net of tax expense of $179,927, $31,117 and $33,298 281,019 48,226 51,089
Reclassification of realized gain to income,
net of tax benefit of ($50,056), ($10,695) and ($2,343) ; (77,865) (16,546) (3,506)
Balance at end of year 165,120 (22,545) (39,001)
TOTAL COMMON STOCK EQUITY $3,424,964 $2,950,196 $2,829,779
COMPREHENSIVE INCOME
Net income $ 176,267 $ 243,195 $ 240,579
Other comprehensive income 187,665 16,456 52,283
Comprehensive income $ 363,932 $ 259,651 $ 292,862

See Notes to Pinnacle West's Consolidated Financial Statements.
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1 SHMMARY OF SIGNIFICANT ATEOINTING POLIBIES

Consolidation and Nature of Operations

Pinnacle West’s Consolidated Financial Statements include the accounts of Pinnacle West and our subsidiaries: APS;
Pinnacle West Energy, APS Energy Services, SunCor and El Dorado (principally NAC). See Note 22 for a discussion
of the sale of NAC in November 2004. Significant intercompany accounts and transactions between the consolidated
companies have been eliminated.

APS is a vertically-integrated electric utility that provides either retail or wholesale electric service to substantially
all of the state of Arizona, with the major exceptions of about one-half of the Phoenix metropolitan area, the Tucson
metropolitan area and Mohave County in northwestern Arizona. Pinnacle West Energy, which was formed in 1999,
was the subsidiary through which we conducted our unregulated generation operations. See Note 3 for a discussion
of the transfer of the PWEC Dedicated Assets from Pinnacle West Energy to APS. As of January 10, 2006, Pinnacle
‘West Energy no longer owns any generating plants and has ceased operations. APS Energy Services was formed in
1998 and provides competitive commodity energy and energy-related products to key customers in competitive mar-
kets in the western United States. SunCor is a developer of residential, commercial and industrial real estate proj-
ects in Arizona, New Mexico, Idaho and Utah. El Dorado is an investment firm.

Accounting Records and Use of Estimates

Our accounting records are maintained in accordance with accounting principles generally accepted in the United
States of America (GAAP). The preparation of financial statements in accordance with GAAP requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of contin-
gent assets and liabilities at the date of the financial statements and reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates. We have reclassified certain prior-year

amounts to conform to the current-year presentation.

Derivative Accounting

We are exposed to the impact of market fluctuations in the commodity price and transportation costs of electricity,
natural gas, coal and emissions allowances and in interest rates. We manage risks associated with these market
fluctuations by utilizing various instruments that qualify as derivatives, including exchange-traded futures and
options and over-the-counter forwards, options and swaps. As part of our overall risk management program, we use
such instruments to hedge purchases and sales of electricity, fuels, and emissions allowances and credits. In addi-
tion, subject to specified risk parameters monitored by the ERMC, we engage in marketing and trading activities

intended to profit from market price movements.

We account for our derivative contracts in accordance with SFAS No. 133, “Accounting for Derivative Instruments
and Hedging Activities,” as amended. SFAS No. 133 requires that entities recognize all derivatives as either assets
or liabilities on the balance sheet and measure those instruments at fair value. Changes in the fair value of deriv-
ative instruments are either recognized periodically in income or, if certain hedge criteria are met, in common stock
equity (as a component of other comprehensive income (loss)). To the extent the amounts that would otherwise be
recognized in income are eligible to be recovered through the PSA, the amounts will be recorded as either a regula-
tory asset or liability and have no effect on earnings. SFAS No. 133 provides a scope exception for contracts that
meet the normal purchases and sales criteria specified in the standard. Contracts that do not meet the definition of
a derivative are accounted for on an accrual basis with the associated revenues and costs recorded at the time the

contracted commodities are delivered or received.

Under fair value (mark-to-market) accounting, derivative contracts for the purchase or sale of energy commodities
are reflected at fair market value, net of valuation adjustments, as current or long-term assets and liabilities from
risk management and trading activities on the Consolidated Balance Sheets.
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We determine fair market value using actively-quoted prices when available. We consider quotes for exchange-
traded contracts and over-the-counter quotes obtained from independent brokers to be actively-quoted.

When actively-quoted prices are not available, we use prices provided by other external sources. This includes
quarterly and calendar year quotes from independent brokers, which we convert into monthly prices using

historical relationships.

For options, long-term contracts and other contracts for which price quotes are not available, we use models and
other valuation methods. The valuation models we employ utilize spot prices; forward prices, historical market data
and other factors to forecast future prices. The primary valuation technique we use to calculate the fair value of con-
tracts where price quotes are not available is based on the extrapolation of forward pricing curves using observable
market data for more Hquid delivery points in the same region and actual transactions at the more illiquid delivery
points. We also value option contracts using a variation of the Black-Scholes option-pricing model.

For non-exchange traded contracts, we calculate fair market value based on the average of the bid and offer price,
and we discount to reflect net present value. We maintain certain valuation adjustments for a number of risks asso-
ciated with the valuation of future commitments. These include valuation adjustments for liquidity and credit risks
based on the financial condition of counterparties. The liquidity valuation adjustment represents the cost that would
be incurred if all unmatched positions were closed-out or hedged.

The credit valuation adjustment represents estimated credit losses on our overall exposure to counterparties,
taking into account netting arrangements, expected default experience for the credit rating of the counterparties
and the overall diversification of the portfolio. Counterparties in the portfolio consist principally of major energy
companies, municipalities, local distribution companies and financial institutions. We maintain credit policies that
management believes minimize overall credit risk. Determination of the credit quality of counterparties is based
upon a number of factors, including credit ratings, financial condition, project economics and collateral require-
ments. When applicable, we employ standardized agreements that allow for the netting of positive and negative

exposures associated with a single counterparty.

The use of models and other valuation methods to determine fair market value often requires subjective and complex
judgment. Actual results could differ from the results estimated through application of these methods. Our market-
ing and trading portfolio includes structured activities hedged with a portfolio of forward purchases that protects the
economic value of the sales transactions. Our practice is to hedge within timeframes established by the ERMC.

See Note 18 for additional information about our derivative and energy trading accounting policies.

Regulatory Accounting

APS is regulated by the ACC and the FERC. The accompanying financial statements reflect the rate-making poli-
cies of these commissions. For regulated operations, we prepare our financial statements in accordance with SFAS
No. 71, “Accounting for the Effects of Certain Types of Regulation.” SFAS No. 71 requires a cost-based, rate-regulated
enterprise to reflect the impact of regulatory decisions in its financial statements. As a result, we capitalize
certain costs that would be included as expense in the current period by unregulated companies. Regulatory assets
represent incurred costs that have been deferred because they are probable of future recovery in customer rates.

Regulatory liabilities generally represent expected future costs that have already been collected from customers.

Management continually assesses whether our regulatory assets are probable of future recovery by considering
factors such as applicable regulatory environment changes and recent rate orders to other regulated entities in the
same jurisdiction. This determination reflects the current political and regulatory climate in the state and is sub-
ject to change in the future. If future recovery of costs ceases to be probable, the assets would be written off as a
charge in current period earnings.

A major component of our regulatory assets is the retail fuel and power costs deferred under the PSA. APS defers
for future rate recovery 90% of the difference between actual retail fuel and power costs and the amount of such
costs currently included in base rates.
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As part of a 1999 retail rate case settlement agreement, APS amortized certain regulatory assets over a period that
ended June 30, 2004. Amortization was $18 million in 2004 and $86 million in 2003.

The detail of regulatory assets is as follows (dollars in millions):

December 31, 2005 2004
Deferred fuel purchased power (Note 3) $173 $ -
Competition rules compliance charge 42 50
Deferred compensation : 25 24
Regulatory asset for deferred income taxes 19 12
Loss on reacquired debt (a) 18 17
Capital contributions on the Mead-Phoenix transmission line 14 13
Coal reclamation 13 =
Bark beetle remediation 6 -
Spent nuclear fuel storage (Note 11) 6 11
Other 8 8

Total regulatory assets $324 $135

(a) See"Reacquired Debt Costs" below:

The detail of regulatory liabilities is as follows (dollars in millions):

December 31, 2005 2004
Removal costs (a) $385 $376
Regulatory liability related to asset retirement obligations 101 86
Deferred fuel and purchased power — mark-to-market ) 31 ==
Regulatory liability for deferred income taxes 24 -
Deferred interest income 22 22
Deferred gains on utility property 20 20
Demand-side management 7 -
Other 2 3

Total regulatory liabilities $592 $507

(a) In accordance with SFAS No. 71, APS accrues for removal costs for its regulated assets, even if there is no legal obligation for removal.

Utility Plant and Depreciation

Utility plant is the term we use to describe the business property and equipment that supports electric service,
consisting primarily of generation, transmission and distribution facilities. We report utility plant at its original cost,
which includes:

-material and labor;

« contractor costs;

- capitalized leases;

- construction overhead costs (where applicable); and

- capitalized interest or an allowance for funds used during construction.

We expense the costs of plant outages, major maintenance and routine maintenance as incurred. We charge retired
utility plant to accumulated depreciation. Liabilities associated with the retirement of tangible long-lived assets are
recognized at fair value as incurred and capitalized as part of the related tangible long-lived assets. Accretion of the
liability due to the passage of time is an operating expense and the capitalized cost is depreciated over the useful
life of the long-lived asset. See Note 12.

APS records a regulatory liability for the asset retirement obligations related to its regulated assets. This regulatory
liahility represents the difference between the amount that has been recovered in regulated rates and the amount
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caleulated under SFAS No. 143 “Accounting for Asset Obligations,” as interpreted by FIN 47. APS believes it can
recover in regulated rates the costs caleulated in accordance with SFAS No. 143.

We record depreciation on utility plant on a straight-line basis over the remaining useful life of the related assets:.
The approximate remaining average useful lives of our utility property at December 31, 2005 were as follows:

- Fossil plant — 19 years;

- Nuclear plant — 20 years;

+ Other generation — 28 years;
» Transmission — 40 years;

« Distribution - 32 years; and
+ Other — 6 years.

For the years 2003 through 2005, the depreciation rates ranged from a low of 1.2% to a high of 11.43%. The weighted-
average rate was 3.0% for 2005, 3.36% for 2004 and 3.35% for 2003. We depreciate non-utility property and equipment
over the estimated useful lives of the related assets, ranging from 3 to 34 years. See “APS 2003 Rate Case” in Note 3
for a discussion of changes in depreciation rates.

Investments
El Dorado accounts for its investments using the equity (if significant influence) and cost (less than 20% ownership)
methods. See Note 22 for a discussion of the sale of NAC.

The Company’s investments are reviewed in accordance with EITF 03-1, “The Meaning of Other-Than-Temporary

Impairment and Its Application to Certain Investments.”

Capitalized Interest
Capitalized interest represents the cost of debt funds used to finance non-regulated construction projects. The rate
used to calculate capitalized interest was a composite rate of 5.7% for 2005, 4.9% for 2004 and 4.7% for 2003.

Capitalized interest ceases to accrue when construction is complete.

Allowance for Funds Used During Construction

AFUDC represents the approximate net composite interest cost of borrowed funds and a reasonable return on the
equity funds used for construction of regulated utility plant. APS’ allowance for borrowed funds is included in capi-
talized interest on the Consolidated Financial Statements. Plant construction costs, including AFUDC, are recovered

in authorized rates through depreciation when completed projects are placed into commercial operation.

AFUDC was calculated by using a composite rate of 7.7% for 2005, 8.4% for 2004 and 8.6% for 2003. APS com-
pounds AFUDC monthly and ceases to accrue AFUDC when construction work is completed and the property is

placed in service.

Electric Revenues

We derive electric revenues from sales of electricity to our regulated Native Load customers and sales to other par-
ties from our marketing and trading activities. Revenues related to the sale of electricity are generally recorded when
service is rendered or electricity is delivered to customers. However, the determination and billing of electricity sales
to individual Native Load customers is based on the reading of their meters, which occurs on a systematic basis
throughout the month. At the end of each month, amounts of electricity delivered to customers since the date of the
last meter reading and billing and the corresponding unbilled revenue are estimated. We exclude sales taxes on elec-
tric revenues from both revenue and taxes other than income taxes. Beginning April 2005 in accordance with the order
in the APS 2003 Rate Case, we exclude city franchise fees from both electric revenues and operating expenses.

Revenues from our Native Load customers and non-derivative instruments are reported on a gross basis on Pinnacle
West’s Consolidated Statements of Income. In the electricity business, some contracts to purchase energy are netted
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against other contracts to sell energy. This is called “book-out” and usually oceurs in contracts that have the same
terms (quantities and delivery points) and for which power does not flow. We net these book-outs, which reduces both

revenues and purchased power and fuel costs.

All gains and losses (realized and unrealized) on energy trading contracts that qualify as derivatives are included in

marketing and trading segment revenues on the Consolidated Statements of Income on a net basis.

Real Estate Revenues

SunCor recognizes revenue from land, home and qualifying commercial operating assets sales in full, provided (a)
the income is determinable, that is, the collectibility of the sales price is reasonably assured or the amount that will
not be eollectible can be estimated, and (b) the earnings process is virtually complete, that is, SunCor is not obligated
to perform significant activities after the sale to earn the income. Unless both conditions exist, recognition of all or
part of the income is postponed under the percentage of completion method per SFAS No. 66, “Accounting for Sales
of Real Estate.” SunCor recognizes income only after the assets’ title has passed. Commercial property and manage-
ment revenues are recorded over the term of the lease or period in which services are provided. In addition, see Note

22 — Discontinued Operations.

Real Estate Investments

Real estate investments primarily include SunCor’s land, home inventory and investments in joint ventures. Land
includes acquisition costs, infrastructure costs, property taxes and capitalized interest directly associated with the
acquisition and development of each project. Land under development and land held for future development are stated
at accumulated cost, except that, to fhe extent that such land is believed to be impaired, it is written down to fair
value. Land held for sale is stated at the lower of accumulated cost or estimated fair value less costs to sell. Home
inventory consists of construction costs, improved lot costs, capitalized interest and property taxes on homes under
construction. Home inventory is stated at the lower of accumulated cost or estimated fair value less costs to sell.
Investments in joint ventures for which SunCor does not have a controlling financial interest are not consolidated but
are accounted for using the equity method of accounting. In addition, see Note 22 — Discontinued Operations.

Cash and Cash Equivalents
We consider all highly liquid investments with an initial maturity of three months or less to be cash equivalents.

We have investments in auction rate securities in which interest rates are reset on a short-term basis; however, the
underlying contract maturity dates extend beyond three months. We classify the investments in auction rate

securities as investment in debt securities on our Consolidated Balance Sheets.

We have changed the presentation of our nuclear decommissioning trust investment in our Consolidated Statements
of Cash Flows for the year ended December 31, 2005, to present investing cash outflows separately from investing
cash inflows. Investing cash inflows and outflows in the nuclear decommissioning trust investment amounts were
previously presented in Other within the investing section of the Consolidated Statements of Cash Flows. In addi-
tion, we changed the presentation of prior year amounts in order to be consistent with the 2005 presentation. There
was no impact to net cash provided by (used in) operating, investing or financing activities as a result of this change

in presentation.
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During 2005, we revised the presentation of our Consolidated Statements of Cash Flows to include the cash flows
from discontinued operations within the categories of operating, investing, and financing activities. A summary of
the effects of the change in presentation on the Consolidated Statements of Cash Flows for the years ended
December 31, 2004 and 2003, is as follows (dollars in millions):

Year Ended December 31, 2004 2003

Net cash flows from operating activities as previously reported $ 842 $ 901

Change in net cash flows from discontinued operations 9 1

Net cash flows from operating activities as currently reported $ 851 $ 902

Net cash flows used for investing activities as previously reported $(532) $(815)
Change in net cash flows used for discontinued operations (13) 6

Net cash flows used for investing activities as currently reported $(545) $(809)
Net cash flows used for financing activities as previously reported $(278) $ (32)
Change in net cash flows used for discontinued operations (2) (2)
Net cash flows used for financing activities as currently reported $(280) $ (34)
Nuclear Fuel

APS charges nuclear fuel to fuel expense by using the unit-of-production method. The unit-of-production method is
an amortization method based on actual physical usage. APS divides the cost of the fuel by the estimated number of
thermal units it expects to produce with that fuel. APS then multiplies that rate by the number of thermal units
produced within the current period. This calculation determines the current period nuclear fuel expense.

APS also charges nuclear fuel expense for the permanent disposal of spent nuclear fuel. The DOE is responsible for
the permanent disposal of spent nuclear fuel, and it charges APS $0.001 per kWh of nuclear generation. See Note 11
for information about spent nuclear fuel disposal and Note 12 for information on nuclear decommissioning costs.

Income Taxes

Income taxes are provided using the asset and liability approach prescribed by SFAS No. 109, “Accounting for Income
Taxes.” We file our federal income tax return on a consolidated basis and we file our state income tax returns on a
consolidated or unitary basis. In accordance with our intercompany tax sharing agreement, federal and state income
taxes are allocated to each subsidiary as though each subsidiary filed a separate income tax return. Any difference
between that method and the consolidated (and unitary) income tax liability is attributed to the parent company. See
Note 4.

Reacquired Debt Costs
APS defers gains and losses incurred upon early retirement of debt. These costs are amortized equally on a monthly
basis over the remaining life of the original debt consistent with its ratemaking treatment.

Stock-Based Compensation

We apply the fair value method of accounting for stock-based compensation, as provided for in SFAS No. 123,
“Accounting for Stock-Based Compensation.” The fair value method of accounting is the preferred method. In accor-
dance with the transition requirements of SEAS No. 123, we applied the fair value method prospectively, beginning
with 2002 stock grants. In prior years, we recognized stock compensation expense based on the intrinsic value
method allowed in Accounting Principles Board Opinion (APB) No. 25, “Accounting for Stock Issued to Employees.”
In addition, SFAS No. 123R is effective for us as of January 1, 2006. We have evaluated the impacts of this new guid-

ance and do not believe it will have a material impact on our financial statements.
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The following chart compares our net income, stock compensation expense and earnings per share to what those
items would have been if we had recorded stock compensation expense based on the fair value method for all stock
grants through 2005 (dollars in thousands, except per share amounts):

2005 2004 2003
Net Income as reported: $176,267 $243,195 $240,579
Add: Stock compensation expense included in reported
net income: (net of tax) 3,738 4,690 3,514
Deduct: Total stock compensation expense determined
under fair value method (net of tax) (3,738) (5,311) (5,220)
Pro forma net income $176,267 $242,574 $238,873
Earnings per share — basic:
As reported $ 1.83 $ 2.66 $ 2.64
Pro forma (fair value method) $ 1.83 $ 2.65 i 262
Earnings per share — diluted:
As reported $ 1.82 $ 266 $. 263
Pro forma (fair value method) $ 1.82 $ 265 $ 261

In order to calculate the fair value of the 2004 and 2003 stock option grants (no stock options were granted in 2005)
and the pro forma information above, we calculated the fair value of each stock option granted under the incentive
plans using the Black-Scholes option-pricing model. The fair value was calculated as of the date the option was
granted. The following weighted-average assumptions were used to calculate the fair value of the stock options:

2004 2003
Risk-free interest rate 3.15% 3.35%
Dividend yield 4.76% 5.26%
Volatility 17.04% 38.03%
Expected life (months) 60 60

See Note 16 for further discussion about our stock compensation plans.

Intangible Assets

We have no goodwill recorded and have separately disclosed other intangible assets, primarily software, on Pinnacle
West’s Consolidated Balance Sheets in accordance with SFAS No. 142, “Goodwill and Other Intangible Assets.” The
intangible assets are amortized over their finite useful lives. Amortization expense was $33 million in 2005, $34 mil-
lion in 2004, and $25 million in 2003. Estimated amortization expense on existing intangible assets over the next
five years is $31 million in 2006, $25 million in 2007, $14 million in 2008, $4 million in 2009, and $3 million in 2010.
At December 31, 2005, the weighted average remaining amortization period for intangible assets is 3 years.

In December 2004, the FASB issued SFAS No. 123R, “Share-Based Payment.” The standard establishes accounting
for transactions in which an entity exchanges its equity instruments for goods or services. It also addresses transac-
tions in which an entity incurs liabilities in exchange for goods or services that are based on the fair value of the
entity’s equity instruments or that may be settled by the issuance of those equity instruments. In 2002, we began
accounting for stock-based compensation using the fair value method. We adopted SFAS No. 123R on January 1,
2006. We believe the impacts of this new guidance on our financial statements will be immaterial.

Effective December 31, 2005, we adopted FIN 47, “Accounting for Conditional Asset Retirement Obligations — an
interpretation of FASB Statement No. 143.” FIN 47 clarifies that an entity must record a liability for the fair value

of an asset retirement obligation for which the timing and/or method of settlement are conditional on a future event
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if the liability’s fair value can be reasonably estimated. We have evaluated our asset retirement obligations under
this new guidance and determined that no additional liabilities need to be recorded at this time.

APS General Rate Case

On January 31, 2006, APS filed with the ACC updated financial schedules, testimony and other data in the general
rate case that APS originally filed on November 4, 2005. As requested by the ACC staff, the updated information
uses the twelve months ended September 30, 2005 as the test period instead of the test year ended December 31,
2004 used in APS’ original filing: As a result of the updated filing, APS is requesting a 21.3%, or $453.9 million,
increase in its annual retail electricity revenues effective no later than December 31, 2006. The original filing

requested a 19.9%, or $409.1 million, retail rate increase.

The updated requested rate increase is designed to recover the following (dollars in millions):

Updated Filing Qriginal Filing
(January 31, 2006) (November 4, 2005)

Annual Percentage Annual Percentage

Revenue Increase Increase Revenue Increase Increase

Increased fuel and purchased power $299.0 14.0% $246.8 12.0%

Capital structure update 98.3 4.6% 96.8 4.7%
Rate base update, including acquisition of

Sundance Plant 46.2 2.2% 42.5 2.1%

Pension Funding 41.3 1.9% CAY2 2.0%

Other items (30.9) (1.4)% (18.2) (0.9)%

Total increase $453.9 21.3% $409.1 19.9%

The request is based on (a) a rate base of $4.4 billion, which approximates the ACC-jurisdictional portion of the book
value of utility plant, net of accumulated depreciation, as of September 30, 2005; (b) a base rate for fuel and
purchased power costs of $0.031904 per kilowatt-hour based on estimated 2006 prices; and (c) a proposed capital
structure of 45% long-term debt and 55% common stock equity, with a weighted-average cost of capital of 8.73%
(5.41% for long-term debt and 11.50% for common stock equity): The requested increase in annual retail electricity
revenues from the original filing is based solely on increased fuel and purchased power costs, slightly offset by other
items (see the above chart). If the ACC approves the requested base rate increase for fuel and purchased power costs
(see clause (b) of this paragraph), subsequent PSA rate adjustments and/or PSA surcharges would be reduced
because such costs would otherwise be eligible for recovery in the future under APS’ PSA.

The updated request does not include the PSA annual adjustor rate increase of approximately 5% that took effect
February 1, 2006 or the application for two separate PSA surcharges that APS filed on February 2, 2006. See “Power
Supply Adjustor” below.

Application for Emergency Interim Rate Increase
On January 6, 2006, APS filed with the ACC an application requesting an emergeney interim rate increase of $299
million, or approximately 14%; to be effective April 1, 2006. The purpose of the emergency interim rate increase is sole-
ly to address APS’ under-collection of higher annual fuel and purchased power costs. The increase would accelerate
recovery of the fuel and purchased power component of APS’ general rate case and is not an additional increase and
would be subject to refund. On February 28, 2006, several parties filed direct testimony in this matter. The ACC staff
and the Residential Utility Consumer Office each recommended that the ACC deny APS’ request for emergency rate
relief, and each cited the ACC’s January 25, 2006 modification of the PSA as a basis for its recommendation (see “Power
Supply Adjustor” below). Because “concern continues to exist regarding the build-up of deferred fuel balances in 2006 and
the uncertain time frame for recovery of prudently incurred fuel and purchased power costs,” the ACC staff also recom-
mended, among other things, that the ACC allow APS to file for PSA surcharge requests in 2006 on a quarterly
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basis; with the first request to be filed no earlier than June 30, 2006. A business coalition that advocates on behalf of
retail electric customers in Arizona and a major APS customer filed joint testimony recommending that the ACC
approve an interim rate increase of $126 million in calendar-year 2006. Hearings on the emergency interim rate
increase request are scheduled to begin on March 20, 2006. We cannot predict the outcome of this matter.

Power Supply Adjustor

PSA PRGVISIONS

The PSA approved by the ACC in April 2005 as part of APS’ 2003 rate case provides for adjustment of retail rates
to reflect variations in retail fuel and purchased power costs. On January 25, 2006, the ACC modified the PSA in
certain respects. The PSA, as modified, is subject to specified parameters and procedures, including the following:

- APS will record deferrals for recovery or refund to the extent actual retail fuel and purchased power costs vary from
the base fuel amount (currently $0.020743 per kWh);

+the deferrals are subject to a 90/10 sharing arrangement in which APS must absorb 10% of the retail fuel and
purchased power costs above the base fuel amount and may retain 10% of the benefit from the retail fuel and
purchased power costs that are below the base fuel amount;

~amounts to be recovered or refunded through the annual PSA adjustment are limited to a cumulative plus or minus
$0.004 per kWh over the life of the PSA;

-the recoverable amount of annual retail fuel and purchased power costs through current base rates and the PSA
was originally capped at $776.2 million; however, the ACC has removed the cap pending the ACC’s final ruling on
APS’ pending request to have the cap eliminated or substantially raised;

-the PSA will remain in effect for a minimum five-year period, but the ACC may eliminate the PSA at any time, if
appropriate, in the event APS files a rate case before the expiration of the five-year period (which APS did by filing
the general rate case noted above) or if APS does not comply with the terms of the PSA; and

- APS is prohibited from requesting PSA surcharges until after the PSA annual adjustor rate has been set each year.
The amount available for potential PSA surcharges will be limited to the amount of accumulated deferrals through
the prior year-end which are not expected to be recovered through the annual adjustor or any PSA surcharges
previously approved by the ACC.

2006 PSA ANNUAL ADJUSTGR The effective date of the PSA’s annual adjustor is February 1, and the adjustor rate was
set at the maximum $0.004 per kilowatt-hour effective February 1, 2006. The change in the adjustor rate represents
a retail rate inerease of approximately 5% designed to recover $110 million of deferred fuel and purchased power
costs over the twelve-month period beginning February 1, 2006.

APPLICATION FOR PSA SURCHARGES On February 2, 2006, APS filed with the ACC an application for two separate sur-
charges under the PSA. The surcharges would recover approximately $60 million in retail fuel and purchased power
costs deferred by APS in 2005 under the PSA. The combined surcharges would represent a temporary rate increase
of approximately 2.6% during the overlapping portion of the twelve-month recovery periods for the two surcharges.
The other component of the 2005 PSA deferrals is being recovered under the 2006 PSA annual adjustor discussed in
the preceding paragraph. The first surcharge would recover approximately $15 million over a twelve-month period,
representing a temporary rate increase of approximately 0.66%, proposed to begin with the date of the ACC's deci-
sion in APS’ pending emergency interim rate case. The second requested surcharge would recover approximately $45
million over a twelve-month period, representing a temporary rate increase of approximately 1.9%, proposed to begin
no later than the ACC’s completion of its inquiry regarding the unplanned 2005 Palo Verde outages. The $45 million
of PSA deferrals represents replacement power costs associated with these outages.
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PROPOSED MODIFICATIONS TO PSA (REQUESTED IN GENERAL RATE CASE}
In its pending general rate case, APS has requested the following modifications to the PSA:

- The $0.004 per kWh maximum adjustor rate over the life of the PSA would be eliminated, while the $0.004 per kWh
maximum annual change in the adjustor rate would remain in effect;

- The $776.2 million annual limit on the retail fuel and purchased power costs under APS’ current base rates and the
PSA would be removed or increased (although APS may defer fuel and purchased power costs above $776.2 million
per year pending the ACC’s final ruling on APS’ pending request to have the cap eliminated or substantially raised);

-The current provision that APS'is required to file a surcharge application with the ACC after accumulated pretax
PSA deferrals equal $50 million and before they equal $100 million would be eliminated, thereby giving APS flex-
ibility in determining when a surcharge filing should be made;

-The costs of renewable energy and capacity costs attributable to purchased power obtained through competitive
procurement would be excluded from the existing 90/10 sharing arrangement under which APS absorbs 10% of the
retail fuel and purchased power costs above the base fuel amount and retains 10% of the benefit from retail fuel
and purchased power costs that are below the base fuel amount; and

+10% of any realized gains or losses resulting from APS’ hedges of Retail Fuel and Power Costs would be retained
or absorbed by APS before being subject to the 90/10 sharing provision under the PSA.

APS 2003 Rate Case
On April 7, 2005, the ACC issued an order in the rate case that APS filed on June 27, 2003. In addition to the
ACC’s approval of the PSA discussed under “Power Supply Adjustor” above, certain key financial components of the

order include:

. APS received an annual retail rate increase of approximately 4.2%, which was effective as of April 1, 2005. This
increase does not include the impact of the PSA.

. APS was authorized to acquire the PWEC Dedicated Assets from Pinnacle West Energy, with a net carrying value
of approximately $850 million, and to rate base the PWEC Dedicated Assets at a rate base value of $700 million,
which resulted in a mandatory rate base disallowance of approximately $150 million. Due to depreciation and other
miscellancous factors, the actual disallowance was $139 million at December 31, 9005. This transfer was completed
on July 29, 2005. As a result, for financial reporting purposes, APS recognized a one-time, after-tax net plant regu-
latory disallowance of approximately $84 million in 2005.

- Effective April 1, 2005, APS adopted longer service lives for certain depreciable assets. This change is expected to
have the effect of reducing annual depreciation expense for financial reporting purposes by approximately $30 mil-
lion. APS also adopted longer service lives for the PWEC Dedicated Assets, which is expected to have the effect of
reducing annual depreciation expense for financial reporting purposes by approximately $10 million.

Equity Infusions

On November 8, 2005, the ACC approved Pinnacle West’s request to infuse more than $450 million of equity into
APS during 2005 or 2006. These infusions consist of about 4950 million of the proceeds of Pinnacle West’s common
equity issuance on May 2, 2005 and about $210 million of the proceeds from the sale of Silverhawk in January 2006
(see Note 22). Pinnacle West has made these equity infusions into APS.

Federal

In July 2002, the FERC adopted a price mitigation plan that constrains the price of electricity in the wholesale spot
electricity market in the western United States. The FERC adopted a price cap of $250 per MWh for the period sub-
sequent to October 31, 2002. Sales at prices above the cap must be justified and are subject to potential refund.
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Certain assets and liabilities are reported differently for income tax purposes than they are for financial statements
purposes. The tax effect of these differences is recorded as deferred taxes. We calculate deferred taxes using the

current income tax rates.

APS has recorded a regulatory asset and a regulatory liahility related to income taxes on its Balance Sheets in accor-
dance with SFAS No. 71. The regulatory asset is for certain temporary differences, primarily the allowance for equity
funds used during construction. The regulatory liability relates to excess deferred taxes resulting primarily from the
reduction in federal income tax rates as part of the Tax Reform Act of 1986. APS amortizes this amount as the
differences reverse.

As aresult of a change in RS guidance, we claimed a tax deduction related to an APS tax accounting method change
on the 2001 federal consolidated income tax return. The accelerated deduction resulted in a $200 million reduction
in the current income tax liability and a corresponding increase in the plant-related deferred tax liability. In 2002,
we received an income tax refund of approximately $115 million related to our 2001 federal consolidated income tax
return. The 2001 federal consolidated income tax return is currently under examination by the IRS. As part of this
ongoing examination, the IRS is reviewing this accounting method change and the resultant deduction. During 2004
and again in 2005, the current income tax liability was increased, with a corresponding decrease to plant-related
deferred tax liahility, to reflect the expected outcome of this audit. We do not expect the ultimate outcome of this
examination to have a material adverse impact on our financial position or results of operations. We expect that it

will have a negative impact on cash flows.

The income tax liability accounts reflect the tax and interest associated with the most probable resolution of all

known and measurable tax exposures.

In 2004 and 2003, we resolved certain prior-year issues with the taxing authorities and recorded tax benefits

associated with tax credits and other reductions to income tax expense.

The components of income tax expense are as follows (dollars in thousands):

Year Ended December 31, 2005 2004 2003
Current:

Federal $ 107,837 $200,133 $ 22,875

State 13,064 48,054 3,752
Total current 120,901 248,187 26,627
Deferred:

Income from continuing operations 11,930 (113,850) 81,756

Discontinued operations (35,736) - 3,706
Total deferred (23,806) (113,850) 85,462
Total income tax expense 97,095 134,337 112,089
Less: income tax expense (benefit) on

discontinued operations (29,797) (1,805) 9,887
Income tax expense — continuing operations $ 126,892 $136,142 $102,202
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The following chart compares pretax income from continuing operations at the 35% federal income tax rate to income
tax expense — continuing operations (dollars in thousands):

Year Ended December 31, 2005 2004 2003
Federal income tax expense at 35% statutory rate $122,519 $133,956 $ 114,655
Increases (reductions) in tax expense resulting from:
State income tax net of federal income tax benefit 11,981 14,460 11,483
Credits and favorable adjustments related to-prior
years resolved in current year - (6,138) (17,944)
Medicare Subsidy Part-D (see Note 8) (2,733) (1,778) =
Allowance for equity funds used during construction
(see Note 1) (3,694) (1,547) (4,984)
Other (1,181) (2,811) (1,018)
Income tax expense — continuing operations $ 126,892 $136,142 $ 102,202

The following table shows the net deferred income tax. liability recognized on the Consolidated Balance Sheets
(dollars in thousands):

December 31, 2005 2004
Current liability $ (94,710) $ (9,057)
Long term liability (1,225,253) (1,227,553)
Accumulated deferred income taxes — net $(1,319,963) $(1,236,610)

The components of the net deferred income tax liability were as follows (dollars in thousands):

December 31, 2005 2004

DEFERRED TAX ASSETS

Risk management and trading activities $ 323,696 $ 91,021
Regulatory liabilities:

Asset retirement obligation 189,726 182,086
Federal excess deferred income taxes 14,446 16,341
Deferred fuel and purchased power — mark-to-market 11,923 -
Other 29,720 8,282
Pension liability 83,753 91,973
Deferred gain on Palo Verde Unit 2 sale leaseback 17,868 19,816
Other 91,015 70,849
Total deferred tax assets 762,147 480,368
DEFERRED TAX LIABILITIES
Plant-related (1,426,158) (1,516,174)
Risk management and trading activities (524,940) (146,037)
Regulatory assets:
Deferred fuel and purchased power (67,461) -
Other (63,551) (54,767)
Total deferred tax liabilities (2,082,110) (1,716,978)
Accumulated deferred income taxes — net $(1,319,963) $(1,236,610)
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innacle West had committed lines of credit of $300 million at December 31, 2005 ‘and December 31, 2004, which
were available either to support the issuance of up to $250 million in commercial paper or to be used for bank
borrowings, including issuance of letters of credit. The current lines mature in December 2010. Pinnacle West had
no outstanding borrowings at December 31, 2005 and December 31, 2004. Pinnacle West had approximately $11 mil-
lion of letters of credit issued under the line at December 31, 2005 ($7 million of which terminated as a result of the
sale of Silverhawk — see Note 22) and approximately $13 million of letters of credit issued under the line at
December 31, 2004. The commitment fees were 0.15% in 2005 and 0.175% in 2004. Pinnacle West had no commer-
cial paper borrowings outstanding at December 31, 2005 and 2004. All Pinnacle West and APS bank lines of credit

and commercial paper agreements are unsecured.

APS had committed lines of credit with various banks of $400 million at December 31, 2005 and $325 million at
December 31, 2004, which were available either to support the issuance of up to $250 million in commercial paper
or to be used for bank borrowings, including the issuance of letters of credit. The current line matures in December
9010. The commitment fees at December 31, 2005 and 2004 for these lines of credit were 0.11% and 0.15% per
annum. APS had no bank borrowings outstanding under these lines of credit at December 31, 2005 and 2004. APS
had approximately $4.8 million of letters of credit issued under the line at December 31, 2005.

APS had no commercial paper borrowings outstanding at December 31, 2005 and 2004. By Arizona statute, APS’
short-term borrowings cannot exceed 7% of its total capitalization unless approved by the ACC.

SunCor had revolving lines of credit totaling $150 million at December 31, 2005 and $90 million at December 31,
2004. The commitment fees were 0.125% in 2005 and 2004. SunCor had $123 million outstanding at December 31,
2005 and $35 million outstanding at December 31, 2004. The weighted-average interest rate was 5.93% at December
31, 2005 and 4.50% at December 31, 2004, Interest was based on LIBOR plus 1.5% for 2005 and LIBOR plus 2% or
prime plus 0.5% for 2004. The balance is included in long-term debt on the Consolidated Balance Sheets at December
31, 2005 and it was in short-term debt on the Consolidated Balance Sheets at December 31, 2004. SunCor had other
short-term loans in the amount of $16 million at December 31, 2005 and $36 million at December 31, 2004. These
loans are made up of multiple notes primarily with variable interest rates based on LIBOR plus 2.25% and 2.50%
or prime plus 1.75% at December 31, 2005 and LIBOR plus 2.5% at December 31, 2004.
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Substantially all of APS” debt is unsecured. SunCor’s short and long-term debt is collateralized by interests in cer-
tain real property and Pinnacle West's debt is unsecured. The following table presents the components of long-term
debt on the Consolidated Balance Sheets outstanding at December 31, 2005 and 2004 (dollars in thousands):

December 31,

Maturity Dates (a) Interest Rates 2005 2004

APS
Pollution control bonds (b) 2024-2034 (c) $ 565,855 $ 565,860
Pollution control bonds with senior notes 2029 5.05% 90,000 90,000
Unsecured notes (d) 2005 6.25% - 100,000
Unsecured notes (e) 2005 7.625% - 300,000
Unsecured notes 2011 6.375% 400,000 400,000
Unsecured notes 2012 6.50% 375,000 375,000
Unsecured notes 2033 5.625% 200,000 200,000
Unsecured notes 2015 4.650% 300,000 300,000
Unsecured notes (e) 2014 5.80% 300,000 300,000
Secured note 2014 6.00% 1,745 1,500
Senior notes 2006 6.75% 83,695 83,695
Senior notes (f) 2035 5.50% 250,000 -
Unamortized discount and premium (9,151) (7,968)
Capitalized lease obligations 2006-2012 (g) 8,179 9,854

Subtotal 2,565,323 2,718,341
SUNCOR
Notes payable 2006-2008 (h) 129,040 15,467
Capitalized lease obligations 2005-2007 8.91% 266 507

Subtotal 129,306 15,974
PINNACLE WEST
Senior notes (i) 2006 6.40% 298,518 302,589
Unamortized discount and premium (29) (143)
Floating rate senior notes 2005 () = 165,000
Capitalized lease obligations 2005-2007 5.45% 284 389

Subtotal 298,773 467,835
Total long-term debt 2,993,402 3,202,150

Less current maturities 384,947 617,165
TOTAL LONG-TERM DEBT

LESS CURRENT MATURITIES $2,608,455 $2,584,985

(a) This schedule does not reflect the timing of redemptions that may occur prior to maturity.

(b) On March 1, 2005, Maricopa County Arizona Pollution Control Corporation issued $164 million of variable interest rate pollution control bonds,
2005 Series A-E, due 2029. The bonds were issued to refinance $164 million of outstanding pollutien control bonds. The Series A-E bonds are
payable solely from revenues obtained from APS pursuant to a loan agreement between APS and Maricepa County Arizona Pollution Control
Corporation. These bonds are classified as long-term debt on our Consolidated Balance Sheets.

(c) The weighted-average rate was 3.25% at December 31, 2005 and 1.89% at December 31, 2004. Changes in short-term interest rates would affect

the costs assaciated with this debt.

(d) On January 15, 2005, APS repaid its $100 million 6.25% notes due 2005. APS used cash on hand to repay these notes.
(e) On August 1, 2005, APS repaid $300 million of its 7.625% notes due 2005. APS used cash frem the issuance of $300 million 5.8% senior

unsecured notes due June 30, 2014.

(f) On August 22, 2005, APS issued $250 million of 5.50% senior notes due 2035. A portien of the praceeds from the sale of the notes was used for
general corporate purposes and, on October 3, 2005, the balance of the proceeds, along with cash on hand, was used to fund the $500 million that
APS was obligated to transfer to Pinnacle West Energy in connection with: APS’ acquisition of the PWEC Dedicated" Assets.

(g) The weighted-average rate was 5.81% at December 31, 2005 and 5.78% at December 31, 2004. Capital leases are included in property, plant and
equipment on the Consolidated Balance Sheets for both December 31, 2005 and December 31, 2004.

(h) SunCor had $123 million outstanding at December 31, 2005 under its revolving line of credit. The weighted-average interest rate was 5.93% at
December 31, 2005, The remaining amount of approximately $6 million at December 31, 2005 was made up of multiple notes with variable interest
rates based on the lenders' prime rates plus 0.25% or LIBOR plus 2.00%. There is also a note at a fixed rate of 4.25%.

(i) On January 29, 2004, we entered into a fixed-for-floating interest rate swap transaction related to the $300 million 6.40% senior note. The transac-

tion qualifies as a fair value hedge under SFAS No. 133.
(j) The weighted-average rate was 2.06% at December 31, 2004.
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On February 28, 2006, Pinnacle West entered into an Uncommitted Master Shelf Agreement with Prudential
Investment Management, Ine. (“Prudential?) and certain of its affiliates. The agreement provides the terms under
which Pinnacle West may offer up to $200 million of its senior notes for purchase by Prudential affiliates at any time
prior to December 31, 2007. The maturity of notes issued under the agreement cannot exceed five years. Pursuant
to the agreement, on February 28, 2006, Pinnacle West issued and sold to Prudential affiliates $175 million aggre-
gate principal amount of its 5.91% Senior Notes, Series A, due February 28, 2011 (the “Series A Notes”). Pinnacle
West will use the proceeds of the Series A Notes to repay at maturity a portion of the $300 million aggregate prin-
cipal amount of its 6.40% Senior Notes due April 1, 2006 or for other general corporate purposes.

Pinnacle West’s and APS’ debt covenants related to their respective bank financing arrangements include a debt to
capitalization ratio. Certain of APS’ bank financing arrangements also include an interest coverage test. Pinnacle
West and APS comply with these covenants and each anticipates it will continue to meet these and other significant
covenant requirements. For each of Pinnacle West and APS, these covenants require that the ratio of consolidated
debt to total consolidated capitalization cannot exceed 65%. At December 31, 2005, the ratio was approximately 49%
for Pinnacle West and 47% for APS. The provisions regarding interest coverage require a minimum cash coverage of
two times the interest requirements for APS. The interest coverage is approximately 4 times under APS’ bank financ-
ing agreements as of December 31, 2005. Failure to comply with such covenant levels would result in an event of
default which, generally speaking, would require the immediate repayment of the debt subject to the covenants and
could cross-default other debt.

Neither Pinnacle West’s nor APS’ financing agreements contain “rating triggers” that would result in an accelera-
tion of the required interest and principal payments in the event of a rating downgrade. However, in the event of a
further rating downgrade, Pinnacle West and/or APS may be subject to increased interest costs under certain

financing agreements.

All of Pinnacle West's bank agreements contain “cross-default” provisions that would result in defaults and the
potential acceleration of payment under these loan agreements if Pinnacle West or APS were to default under
certain other material agreements. All of APS’ bank agreements contain cross-default provisions that would result
in defaults and the potential acceleration of payment under these bank agreements if APS were to default under
certain other material agreements. Pinnacle West and APS do not have a material adverse change restriction for

revolver borrowings.

The following table shows principal payments due on Pinnacle West’s and APS’ total long-term debt and capitalized

lease requirements (dollars in millions):

Year Pinnacle West APS
2006 $ 387 $ 86
2007 1 1
2008 129 1
2009 1 1
2010 224 224
Thereafter 2,261 2,261
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Our common stock and treasury stock activity during each of the three years 2005, 2004 and 2003 is as follows
(dollars in thousands):

Common Stock Common Stock Treasury Stock Treasury Stock
Shares Amaunt Shares Amount
Balance at December 31, 2002 91,379,947 $ 1,737,258 (124,830} $ (4,358)
Reissuance of treasury stock for stock compensation (net) - - 32,815 1,085
Other - 7,096 = =
Balance at December 31, 2003 91,379,947 1,744,354 (92,015) (3,273) .
Common stock issuance 422,914 18,291 - =
Purchase of treasury stock - - (80,000) (2,986)
Reissuance of treasury stock for stock compensation (net) - - 162,493 5,831
Other - 6,402 — =
Balance at December 31, 2004 91,802,861 1,769,047 (9,522) (428)
Common stock issuance (a) 7,274,272 298,330 = -
Purchase of treasury stock (b) = - (28,124) (1,601)
Reissuance of treasury stock for stock compensation (net) - - 17,588 784
Other i pe = =
Balance at December 31, 2005 99,077,133 $ 2,067,377 (20,058) $ (1,245)

(2) On May 2, 2005, Pinnacle West issued 6,095,000 shares of its common stock at an offering price of $42 per share, resulting in net proceeds of
approximately $248 million. Pinnacle West used the net proceeds for general corporate purposes, including making capital contributions to APS,
which, in turn, used such funds to pay a portion of the approximately $190 million purchase price to acquire the Sundance Plant.and for other
capital expenditures incurred to meet the growing needs of APS' service territory.

(b) Represents shares of common stock withheld from certain stock awards for tax purposes.

Pinnacle West sponsors a qualified defined benefit and account balance pension plan and a non-qualified supplemen-
tal excess benefit retirement plan for the employees of Pinnacle West and its subsidiaries. Effective January 1, 2003,
Pinnacle West sponsored a new account balance plan for all new employees in place of the defined benefit plan and,
as of April 1, 2003, the plan was offered as an alternative to the defined benefit plan for all existing employees.
A defined benefit plan specifies the amount of benefits a plan participant is to receive using information about the
participant. The pension plan covers nearly all employees. The supplemental excess benefit retirement plan covers
officers of the Company and highly compensated employees designated for participation by the Board of Directors. Our
employees do not contribute to the plans. Generally, we calculate the benefits based on age, years of service and pay.

Pinnacle West also sponsors other postretirement benefits for the employees of Pinnacle West and our subsidiaries.
We provide medical and life insurance benefits to retired employees. Employees must retire to become eligible for
these retirement benefits, which are based on years of service and age. For the medical insurance plans, retirees
make contributions to cover a portion of the plan costs. For the life insurance plan, retirees do not make contribu-

tions. We retain the right to change or eliminate these benefits.

Pinnacle West uses a December 31 measurement date for its pension and other postretirement benefit plans. The

market-related value of our plan assets is their fair value at the measurement date.

On December 8, 2003, the President signed the “Medicare Prescription Drug, Improvement and Modernization Act
of 2003” (the Act). One feature of the Act is a government subsidy of prescription drug cost. The FASB issued FSP
106-2, “Accounting and Disclosure Requirements Related to the Medicare Prescription Drug, Improvement and
Modernization Act of 20037 to address the accounting for the effects of the Act. Pinnacle West adopted FSP 106-2
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retroactive to the beginning of 2004. The effect of this was to reduce the accumulated postretirement benefit obliga-
tion (APBO) at January 1, 2004 by $66 million, and net periodic cost for 2004 by $11 million, as compared with the
amount calculated without considering the effects of the subsidy.

The following table provides details of the plans’ benefit costs. Also included is the portion of these costs charged to
expense, including administrative costs and excluding amounts capitalized as overhead construction or billed to elec-

tric plant participants (dollars in thousands):

Pension Other Benefits
2005 2004 2003 2005 2004 2003
Service cost — benefits earned during
the period $45,027 $41,207 $37,662 $ 20,913 $ 17,557 $15,858
Interest cost on benefit obligation 87,189 81,873 76,951 34,223 29,488 30,163
Expected return on plan assets (88,403) (78,790) (65,046) (30,471) (24,773) (18,762)
Amortization of:
Transition (asset) obligation (3,227) (3,227) (3,227) 3,005 3,005 3,005
Prior service cost (credit) 2,401 2,401 2,401 (125) (125) (125)
Net actuarial loss 19,810 17,946 18,135 9,243 7,414 9,714
Net periodic benefit cost $62,797 $61,410 $66,876 $ 36,788 $ 32,566 $ 39,853
Portion of cost charged to expense $26,375 $25,792 $30,094 $ 15,451 $13,678 $17,934
APS share of costs charged to expense $ 24,169 $22,483 $25,450 $14,159 $11,923 $15,166

The following table shows the plans’ changes in the benefit obligations for the years 2005 and 2004 (dollars in thousands):

Pension Other Benefits
2005 2004 2005 2004
Benefit obligation at January 1 $1,454,244 $1,307,628 $ 536,213 $ 540,181
Service cost 45,027 41,207 20,913 17,557
Interest cost 87,189 81,873 34,223 29,488
Benefit payments (46,109) (45,195) (16,962) (14,332)
Actuarial losses (gains) 55,717 68,731 11,291 (36,681)
Benefit obligation at December 31 $1,596,068 $1,454,244 $ 585,678 $ 536,213

The following table shows the qualified pension plan and other benefit plan changes in the fair value of plan assets
for the years 2005 and 2004 (dollars in thousands):

Pension Other Benefits
2005 2004 2005 2004
Fair value of plan assets at January 1 $ 982,282 $ 887,311 $ 352,084 $ 294,051
Actual return on plan assets 73,298 102,829 27,302 32,433
Employer contributions 52,700 35,000 36,788 32,600
Benefit payments (43,432) (42,858) = (7,000)
Fair value of plan assets at December 31 $1,064,848 $ 982,282 $ 416,174 $ 352,084

The following table shows a reconciliation of the funded status of the plans to the amounts recognized on the
Consolidated Balance Sheets as of December 31, 2005 and 2004 (dollars in thousands):

Pension Other Benefits
2005 2004 2005 2004

Funded status at December 31 $(531,220) $(471,962) $(169,504) $(184,129)
Unrecognized net transition (asset) obligation (645) (3,873) 21,034 24,039
Unrecognized prior service cost (credit) 11,833 14,234 (1,296) (1,422)
Unrecognized net actuarial losses 426,991 375,980 170,011 158,271
Benefit (liability) asset recognized in

the Consolidated Balance Sheets $ (93,041) $ (85,621) $ 20,245 $  (3,241)
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The following table shows the projected benefit obligation and the accumulated benefit obligation for pension plans

in excess of plan assets as of December 31, 2005 and 2004 (dollars in thousands):

2005 2004

Projected benefit obligation $1,596,068 $1,454,244
Accumulated benefit obligation $1,329,324 $1,216,727
Less fair value of plan assets 1,064,848 982,282
Pinnacle West pension liability $ 264,476 $ 234,445
APS share of pension liability : $ 233,342 $ 203,668

The following table shows the details related to benefits included on the Consolidated Balance Sheets as of December
31, 2005 and 2004 (dollars in thousands):

Pension Other Benefits

2005 2004 2005 2004
(Accrued) prepaid benefit cost $(93,041) $(85,621) $20,245 $(3,241)
Additional minimum liability (171,435) (148,824) - =
Total (liability) asset (264,476) (234,445) 20,245 (3,241)
Intangible asset 11,833 14,234 - =
Accumulated other comprehensive loss (pretax) 159,602 134,590 - =
Net amount recognized $(93,041) $(85,621) $20,245 $(3,241)

The following table shows the other comprehensive income (loss) arising from the change in additional minimum
liability for the years ended December 31, 2005 and 2004 (dollars in thousands):

2005 2004
Increase in minimum liability included in other
comprehensive income — net of tax:
Pinnacle West consolidated $ (15,489) $(15,224)
APS share $ (15,045) $(13,929)

The following table shows the weighted-average assumptions used for both the pension and other benefits to deter-

mine benefit obligations and net periodic benefit costs:

Benefit Obligations Benefit Costs For the
As of December 31, Years Ended December 31,
2005 2004 2005 2004
Discount rate — pension 5.66% 5.84% 5.84% 6.10%
Discount rate — other benefits 5.68% 5.92% 5.92% 6.10%
Rate of compensation increase 4.00% 4.00% 4.00% 4.00%
Expected long-term return on plan assets N/A N/A 9.00% 9.00%
Initial health care cost trend rate 8.00% 8.00% 8.00% 8.00%
Ultimate health care cost trend rate 5.00% 5.00% 5.00% 5.00%
Year ultimate health care trend rate is reached 2010 2009 2009 2008

In selecting the pretax expected long-term rate of return on plan assets we consider past performance and economic
forecasts for the types of investments held by the plan. For the year 2006, we are assuming a 9% long-term rate
of return on plan assets, which we believe is reasonable given our asset allocation in relation to historical and

expected performance.

PNW ARO5 ~ B1



Assumed health care cost trend rates have a significant effect on the amounts reported for the health care plans. A
1% change in the assumed initial and ultimate health care cost trend rates would have the following effects (dollars

in millions):

1% Increase 1% Decrease

Effect on other postretirement benefits expense, after consideration of amounts capitalized or
billed to electric plant participants $ 7 $ (6)
Effect on service and interest cost components of net periodic other postretirement benefit costs 11 (9)
Effect on the accumulated other postretirement benefit obligation 100 (79)

Plan Assets
Pinnacle West’s qualified pension plan asset allocation at December 31, 2005 and 2004 is as follows:

Percentage of Plan Assels
at December 31,

2005 2004 Target Asset Allocation
ASSET CATEGORY
Equity securities 59% 60% 60%
Fixed Income 26 27 30%
Other 15, 13 10%
Total 100% 100%

The Board of Directors has established an investment policy for the pension plan assets and has delegated oversight
of the plan assets to an Investment Management Committee. The investment policy sets forth the objective of
providing for future pension benefits by maximizing return consistent with acceptable levels of risk. The primary
investment strategies are diversification of assets, stated asset allocation targets and ranges, prohibition of invest-

ments in Pinnacle West securities, and external management of plan assets.

Pinnacle West’s other postretirement benefit plans’ asset allocation at December 81, 2005 and 2004, is as follows:

Percentage of Plan Assetls
at December 31,

2005 2004 Target Asset Allocation
ASSET CATEGORY
Equity securities 69% 71% 70%
Fixed Income 26 23 27%
Other 5 6 3%
Total 100% 100%

The Investment Management Committee, described above, has also been delegated oversight of the plan assets for
the other postretirement benefit plans. The investment policy for other postretirement benefit plans’ assets is

similar to that of the pension plan assets described above.

Contributions

The contribution to our pension plan in 2006 is estimated to be approximately $50 million. The contribution to our other
postretirement benefit plans in 2006 is estimated to be approximately $29 million. APS’ share is approximately 96%
of both plans.
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Estimated Future Benefit Payments
Benefit payments, which reflect estimated future employee service, for the next five years and the succeeding five

years thereafter are estimated to be as follows (dollars in thousands):

Other
Year Pension Benefits (a)
2006 $ 52,675 $ 16,340
2007 56,891 : 17,751
2008 62,263 19,166
2009 68,651 20,775
2010 75,273 22,847
Years 2011-2015 520,961 149,784

(a): The expected future other benefit payments take into account the Medicare Part D subsidy.

Employee Savings Plan Benefits

Pinnacle West sponsors a defined contribution savings plan for eligible employees of Pinnacle West and its
subsidiaries. In 2005, costs related to APS’ employees represented 96% of the total cost of this plan. In a defined con-
tribution savings plan, the benefits a participant receives result from regular contributions participants make to
their own individual account. Under this plan, the Company matches a percentage of the participants’ contributions
in the form of Pinnacle West stock. After a five year vesting period, participants have an option to transfer the
Company matching contributions out of the Pinnacle West Stock Fund to other investment funds within the plan.
At December 31, 2005, approximately 22% of total plan assets were in Pinnacle West stock. Pinnacle West recorded
expenses for this plan of approximately $6 million for 2005 and $5 million for each of the years 2004 and 2003. APS
recorded expenses for this plan of approximately $6 million in 2005, $5 million in 2004 and $5 million in 2003.

In 1986, APS sold about 42% of its share of Palo Verde Unit 2 and certain common facilities in three separate sale
leaseback transactions. APS accounts for these leases as operating leases. The gain resulting from the transaction of
approximately $140 million was deferred and is being amortized to operations and maintenance expense over 29.5
years, the original term of the leases. There are options to renew the leases and to purchase the property for fair
market value at the end of the lease terms. Rent expense is calculated on a straight-line basis. See Note 20 for a
discussion of VIEs, including the VIE’s involved in the Palo Verde sale leaseback transactions.

In addition, we lease certain land, buildings, equipment, vehicles and miscellaneous other items through operating

rental agreements with varying terms, provisions and expiration dates.

Total lease expense recognized in the Consolidated Statements of Income was $71 million in 2005, $69 million in 2004
and $67 million in 2003. APS’ lease expense was $58 million in 2005, $57 million in 2004 and $66 million in 2003.

The amounts to be paid for the Palo Verde Unit 2 leases are approximately $49 million per year for the years 2006
to 2015.
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Estimated future minimum lease payments for Pinnacle West's and APS' operating leases are approximately as
follows (dollars in millions):

Pinnacle West

Year Consolidated APS
2006 $ 74 $ 66
2007 73 65
2008 71 64
2009 68 62
2010 - 65 60
Thereafter 303 288
Total future lease commitments $654 $605

APS shares ownership of some of its generating and transmission facilities with other companies. Pinnacle West
Energy shared ownership of Silverhawk, which was sold on January 10, 2006. See Note 22. Our share of operations
and maintenance expense related to these facilities is included in the Consolidated Statements of Income. The
following table shows APS’ interests in those jointly-owned facilities recorded on the Consolidated Balance Sheets
at December 31, 2005 (dollars in thousands):

Percent Plant in Accumulated Construction Work
Owned Service Depreciation in Progress
GENERATING FACILITIES

Palo Verde Units 1 and 3 29.1% $1,931,736 $ 923,052 $ 41,391
Palo Verde Unit 2 (see Note 9) 17.0% 671,775 260,840 6,363
Four Corners Units 4 and 5 15.0% 158,129 78,588 317
Navajo Generating Station Units 1, 2 and 3 14.0% 252,348 108,182 3,963
Cholla common facilities (a) 62.6%(b) 87,165 38,832 2,10§

TRANSMISSION FACILITIES
ANPP 500KV System 35.8%(b) 81,117 22,829 815
Navajo Southern System 31.4%(b) 29,809 13,273 6,813
Palo Verde — Yuma 500KV System 23.9%(b) 9,580 3,945 386
Four Corners Switchyards 27.5%(b) 3,120 1,267 =
Phoenix — Mead System 17.1%(b) 36,020 3,770 =
Palo Verde — Estrella 500KV System 55.5%(b) 74,243 2,023 =
Harquahala 80.0%(b) = = 112

(a) PacifiCorp owns Cholla Unit 4 and APS operates the unit for PacifiCorp. The common facilities at Cholla are jointly-owned.
(b) Weighted average of interests.

Palo Verde Nuclear Generating Station

SPENT NUCLEAR FUEL AND WASTE DISPOSAL

Nuclear power plant operators are required to enter into spent fuel disposal contracts with the DOE, and the DOE
is required to accept and dispose of all spent nuclear fuel and other high-level radioactive wastes generated by
domestic power reactors. Although the Nuclear Waste Policy Act required the DOE to develop a permanent reposi-
tory for the storage and disposal of spent nuclear fuel by 1998, the DOE has announced that the repository cannot
be completed before 2010 and it does not intend to begin accepting spent nuclear fuel prior to that date. In November
1997, the United States Court of Appeals for the District of Columbia Circuit (D.C. Circuit) issued a decision pre-
venting the DOE from excusing its own delay, but refused to order the DOE to begin accepting spent nuclear fuel.
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Based on this decision and the DOE’s delay, a number of utilities, including APS (on behalf of itself and the other
Palo Verde owners), filed damages actions against the DOE in the Court of Federal Claims.

APS has existing fuel storage pools at Palo Verde and is operating a facility for on-site dry storage of spent nuclear
fuel. With the existing storage pools and the addition of the new facility, APS believes spent nuclear fuel storage or
disposal methods will be available for use by Palo Verde to allow its continued operation through the term of the

operating license for each Palo Verde unit.

Although some low-level waste has been stored on-site in a low-level waste facility, APS is currently shipping low-level
waste to offsite facilities. APS currently believes interim low-level waste storage methods are or will be available for
use by Palo Verde to allow its continued operation and to safely store low-level waste until a permanent disposal
facility is available.

APS currently estimates it will incur $147 million (in 2005 dollars) over the life of Palo Verde for its share of the
costs related to the on-site interim storage of spent nuclear fuel. At December 31, 2005, APS had a regulatory asset
of $6 million that represents amounts spent for on-site interim spent fuel storage net of amounts recovered in rates
per the ACC rate order that was effective April 1, 2005.

APS believes that scientific and financial aspects of the issues of spent nuclear fuel and low-level waste storage and
disposal can be resolved satisfactorily. However, APS acknowledges that their ultimate resolution in a timely fashion
will require political resolve and action on national and regional scales which APS is less able to predict. APS expects

to vigorously protect and pursue its rights related to this matter.

NUCLEAR INSURANCE

The Palo Verde participants have insurance for public liability resulting from nuclear energy hazards to the full limit
of liability under federal law. This potential liability is covered by primary liability insurance provided by commercial
insurance carriers in the amount of $300 million and the balance by an industry-wide retrospective assessment
program. If losses at any nuclear power plant covered by the programs exceed the accumulated funds, APS could
be assessed retrospective premium adjustments. The maximum assessment per reactor under the program for
each nuclear incident is approximately $101 million, subject to an annual limit of $15 million per incident, to be
periodically adjusted for inflation. Based on APS’ interest in the three Palo Verde units, APS’ maximum potential
assessment per incident for all three units is approximately $88 million, with an annual payment limitation of

approximately $13 million.

The Palo Verde participants maintain “all risk” (including nuclear hazards) insurance for property damage to, and
decontamination of, property at Palo Verde in the aggregate amount of $2.75 billion, a substantial portion of which
must first be applied to stabilization and decontamination. APS has also secured insurance against portions of any
increased cost of generation or purchased power and business interruption resulting from a sudden and unforeseen
accidental outage of any of the three units. The property damage, decontamination, and replacement power coverages
are provided by Nuclear Electric Insurance Limited (NEIL). APS is subject to retrospective assessments under all
NEIL policies if NEILs losses in any policy year exceed accumulated funds. The maximum amount of retrospective
assessments APS could incur under the current NEIL policies totals $17.8 million. The insurance coverage discussed

in this and the previous paragraph is subject to certain policy conditions and exclusions.

Fuel and Purchased Power Commitments

Pinnacle West and APS are parties to various fuel and purchased power contracts with terms expiring between 2006
and 2025 that include required purchase provisions. Pinnacle West estimates the contract requirements to be
approximately $316 million in 2006; $239 million in 2007; $180 million in 2008; $139 million in 2009; $117 million
in 2010 and $908 million thereafter. APS estimates the contract requirements to be approximately $265 million in
2006; $179 million in 2007; $152 million in 2008; $139 million in 2009; $117 million in 2010 and $896 million there-
after. However, these amounts may vary significantly pursuant to certain provisions in such contracts that permit

us to decrease required purchases under certain circumstances.
PNW ARO5 © 65



Of the various fuel and purchased power contracts mentioned above some of those contracts have take-or-pay
provisions. The contracts APS has for the supply of its coal supply have take-or-pay provisions. The current take-
or-pay coal contracts have terms that expire in 2024.

The following table summarizes our actual and estimated take-or-pay commitments (dollars in millions):

Actual Estimated (a)
2003 2004 2005 2006 2007 2008 2009 2010 Thereafter
Coal take-or-pay
commitments $ 43 $ 41 $ 48 $ 67 $ 69 $ 78 $ 93 $ 73 $611

(a) Total take-or-pay commitments are approximately $991 million. The total net present value of these commitments is approximately $598 million.

Coal Mine Reclamation Obligations

APS must reimburse certain coal providers for amounts incurred for coal mine reclamation. APS’ coal mine reclama-
tion obligation was $75 million at December 31, 2005 and $61 million at December 31, 2004 and is included in
Deferred Credits and Other on the Consolidated Balance Sheets.

California Energy Market Issues and Refunds in the Pacific Northwest

FERC

In July 2001, the FERC ordered an expedited fact-finding hearing to calculate refunds for spot market transactions
in Galifornia during a specified time frame. APS was a seller'and a purchaser in the California markets at issue, and
to the extent that refunds are ordered, APS should be a recipient as well as a payor of such amounts. The FERC is
still considering the evidence and refund amounts have not yet heen finalized. However, on September 6, 2005, the
Ninth Circuit issued a decision, concluding that the FERC may not order refunds from entities that are not within
the FERC’s jurisdiction. Because a number of the entities owing refunds under the FERC’s calculations are not with-
in the FERC’s jurisdiction, this order may affect the level of recovery of refunds due in this proceeding. In addition,
on August 8, 2005, the FERC issued an order allowing sellers in the California markets to demonstrate that its refund
methodology results in an overall revenue shortfall for their transactions in the relevant markets over a specified time
frame. More than twenty sellers made such cost recovery filings on September 14, 2005. On January 26, 2006, the
FERC conditionally accepted thirteen of these filings, reducing the refund liability for these sellers. Correspondingly,
this will reduce the recovery of total refunds in the California markets. We currently believe the refund claims at
FERC will have no material adverse impact on our financial position, results of operations, cash flow or liquidity.

On March 19, 2002, the State of California filed a complaint with the FERC alleging that wholesale sellers of power
and energy, including the Company, failed to properly file rate information at the FERC in connection with sales to
California from 2000 to the present under market-based rates. The complaint requests the FERC to reguire the
wholesale sellers to refund any rates that are “found to exceed just and reasonable levels.” This complaint was dis-
missed by the FERC and the State of California appealed the matter to the Ninth Circuit Court of Appeals. In an
order issued September 9, 2004, the Ninth Circuit upheld the FERC’s authority to permit market-hased rates, but
rejected the FERC’s claim that it was without authority to consider retroactive refunds when a utility has not strictly
adhered to the quarterly reporting requirements of the market-based rate system. On September 9, 2004, the Ninth
Circuit remanded the case to the FERC for further proceedings. Several of the intervenors in this appeal filed a
petition for rehearing of this decision on October 25, 2004. The petition for rehearing has not been acted upon, and

the outcome of the further proceedings cannot be predicted at this time.

The FERC also ordered an evidentiary proceeding to discuss and evaluate possible refunds for the Pacific Northwest.
The FERC affirmed the ALJ's conclusion that the prices in the Pacific Northwest were not unreasonable or unjust and
refunds should not be ordered in this proceeding. This decision has now been appealed to the Ninth Circuit Court of
Appeals. Although the FERC ruling in the Pacific Northwest matter is being appealed and the FERC has not yet calcu-
lated the specific refund amounts due in California, we do not expect that the resolution of these issues, as to the amounts
alleged in the proceedings, will have a material adverse impact on our financial position, results of operations or cash flows.
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On March 26, 2003, FERC made public a Final Report on Price Manipulation in Western Markets, prepared by its
staff and covering spot markets in the West in 2000 and 2001. The report stated that a significant number of entities
who participated in the California markets during the 2000-2001 time period, including APS, may potentially have
been involved in arbitrage transactions that allegedly violated certain provisions of the Independent System
Operator tariff. After reviewing the matter; along with the data supplied by APS, the FERC staff moved to dismiss
the claims against APS and to dismiss the proceeding. The motion to dismiss was granted by the FERC on January
292. 2004. Certain parties have sought rehearing of this order, and that request is pending.

CALIFORNIA CIVIL ENERGY MARKET LITIGATION

APS has been named in a lawsuit regarding wholesale contracts in California, which, after moving to state court,
has been removed to the federal court for a second time. The First Amended Complaint alleges basically that the
contracts entered into were the result of an unfair and unreasonable market, in violation of California unfair
competition laws. The PX has filed a lawsuit against the State of California regarding the seizure of forward
contracts and the State has filed a cross complaint against APS and numerous other PX participants. Various
motions continue to be filed, and we currently believe these claims will have no material adverse impact on our

financial position, results of operations, cash flow or liquidity.

Construction Program
Consolidated capital expenditures in 2006 are estimated to be (dollars in millions):

APS $649
SunCor 232
Other 6

Total $887

Natural Gas Supply
Pursuant to the terms of a comprehensive settlement entered into in 1996 with El Paso Natural Gas Company, the
rates charged for natural gas transportation were subject to a rate moratorium through December 31, 2005.

On July 9, 2003, the FERC issued an order that altered the capacity rights of parties to the 1996 settlement but
maintained the cost responsibility provisions agreed to by parties to that settlement. On December 28,2004, the D.C.
Court of Appeals upheld the FERC’s authority to alter the capacity rights of parties to the settlement. With respect
to the FERC’s authority to maintain the cost responsibility provisions of the settlement, a party has sought appellate
review and is seeking to reallocate the costs responsibility associated with the changed contractual obligations in a
way that would be less favorable to APS and Pinnacle West Energy than under the FERC's July 9, 2003 order. Should
this party prevail on this point, APS and Pinnacle West Energy’s annual capacity cost could be increased by approx-
imately $3 million per year, for the period September 2003 through December 2005. This appeal has been stayed
pending further consideration by the FERC.

Consistent with its obligations under the 1996 settlement, El Paso filed a new rate case on June 30, 2005, which
proposed new rates and new services to become effective on January 1, 2006. The FERC suspended the effectiveness
of these new rates and services until January 1, 2006 and made the rates subject to refund pending the outcome of
a hearing. As part of an ongoing technical conference and settlement discussions, E1 Paso has agreed to postpone the
implementation and the associated cost impact of the new services until April 1, 2006. APS will be able to evaluate
the cost impact of these new services once the FERC issues a final order on the technical conference. APSS cannot

currently predict the outcome of this matter.

Navajo Nation Litigation

In June 1999, the Navajo Nation served Salt River Project with a lawsuit filed in the United States District Court
for the District of Columbia (the “D.C. Lawsuit?) naming Salt River Project, several Peabody Coal Company entities
(collectively, “Peabody™), Southern California Edison Company and other defendants, and citing various claims in
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connection with the renegotiations of the coal royalty and lease agreements under which Peabody mines: coal for the
Navajo Generating Station and the Mohave Generating Station. APS is a 14% owner of the Navajo Generating
Station, which Salt River Project operates. The D.C. Lawsuit alleges; among other things, that the defendants
obtained a favorable coal royalty rate by improperly influencing the outcome of a federal administrative process
under which the royalty rate was to be adjusted. The suit seeks $600 million in damages, treble damages, punitive
damages of not less than $1 billion, and the ejection of defendants “from all possessory interests and Navajo Tribal
lands arising out of the [primary coal lease]” In July 2001, the court dismissed all claims against Salt River Project.

In January, 2005, Peabody served APS with a lawsuit filed in the Circuit Court for the City of St. Louis naming APS
and the other Navajo Generating Station participants and seeking, among other things, a declaration that the par-
ticipants “are obligated to reimburse Peabody for any royalty, tax, or other obligation arising out of the D.C. Lawsuit.”
Based on APS’ ownership interest in the Navajo Generating Station, APS could be liable for up to 14% of any such
obligation. Because the litigation is in preliminary stages, APS cannot currently predict the outcome of this matter.

Superfund

Superfund establishes liability for the cleanup of hazardous substances found contaminating the soil, water or air.
Those who generated, transported or disposed of hazardous substances at a contaminated site are among those who
are PRPs. PRPs may be strictly, and often jointly and severally, liable for clean-up. On September 3, 2003, the EPA
advised APS that the EPA considers APS to be a PRP'in the Motorola 52nd Street Superfund Site, Operable Unit 3
(OU3) in Phoenix, Arizona. APS has facilities that are within this superfund site. APS and Pinnacle West have
agreed with the EPA to perform certain investigative activities of the APS facilities within QU3. Because the inves-
tigation has not yet been completed and ultimate remediation requirements are not yet finalized, neither APS nor
Pinnacle West can currently estimate the expenditures which may be required.

Litigation

We are party to various other claims, legal actions and complaints arising in the ordinary course of business, includ-
ing but not limited to environmental matters related to the Clean Air Act, Navajo Nation issues and EPA and ADEQ
issues. In our opinion, the ultimate resolution of these matters will not have a material adverse effect on our finan-

cial position, results of operations or liquidity.

APS has asset retirement obligations for its Palo Verde nuclear facilities and certain other generation, transmission
and distribution assets. The Palo Verde asset retirement obligation primarily relates to final plant decommissioning.
This obligation is based on the NRC’s requirements for disposal of radiated property or plant and agreements APS
reached with the ACC for final decommissioning of the plant. The non-nuclear generation asset retirement obliga-
tions primarily relate to requirements for removing portions of those plants at the end of the plant life or lease term.

Some of APS’ transmission and distribution assets have asset retirement obligations because they are subject to
right of way and easement agreements that require final removal. These agreements have a history of uninterrupted
renewal that APS expects to continue. As a result, APS cannot reasonably estimate the fair value of the asset retire-

ment obligation related to such distribution and transmission assets.

Additionally, APS has aquifer protection permits for some of its generation sites that require the closure of certain
facilities at those sites. The generation sites are strategically located to serve APS native load customers.
Management expects to continuously use the sites and, thus, cannot estimate a potential closure date. The asset
retirement obligations associated with our non-regulated assets are immaterial.

To fund the costs APS expects to incur to decommission Palo Verde, APS established external decommissioning trusts
in accordance with NRC regulations. APS invests the trust funds in fixed- income debt securities and domestic equity
securities. APS applies the provisions of SFAS No. 115, “Accounting for Certain Investments in Debt and Equity
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Securities,” in accounting for investments in decommissioning trust funds, and classifies these investments as avail-
able for sale. As a result, we record the decommissioning trust funds at their fair value on our Consolidated Balance
Sheets. Because of the ability of APS to recover decommissioning costs in rates and in accordance with the regula-
tory treatment for decommissioning trust funds, APS has recorded the offsetting amount of unrealized gains (losses) on
investment securities in other regulatory liabilities/assets.

The following table summarizes the fair value of APS’ nuclear decommissioning trust fund assets at December 31,
2005 and December 31, 2004 (dollars in millions):

Total Unrealized Total Unrealized
Fair Value Gains Losses
2005
Equity securities $150 $ 50 $ -
Debt securities 144 3
Total $294 $ 53 $ 1
2004
Equity securities $135 $ 45 § -
Debt securities 133 6 =
Total $268 $ 51 £ -

The costs of securities sold are determined on the basis of specific identification. The following table sets forth
approximate gains and losses and proceeds from the sale of securities by the nuclear decommissioning trust funds
(dollars in millions):

Year Ended December 31, 2005 2004 2003
Realized gains $ 6 $ 1 $ 2
Realized losses (6) (2) (1)
Proceeds from the sale of securities 186 124 169

The fair value of debt securities, summarized by contractual maturities, at December 31, 2005 is as follows:

Fair Value

(in -millions)

Less than one year $ 18
1 year — 5 years 35
5 years — 10 years 36
Greater than 10 years 55
Total $144

The following schedule shows the change in our asset retirement obligations for 2005 and 2004 (dollars in millions):

2005 2004

Asset retirement obligation at the beginning of year $252 $234
Changes attributable to:

Liabilities settled 2 - (1)

Accretion expense 17 17

Estimated cash flow revisions 2 2

Asset retirement obligation at the end of year $269 $252

In accordance with SFAS No. 71, APS accrues for removal costs for its regulated utility assets, even if there is no
legal obligation for removal. See detail of regulatory liabilities in Note 1.
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The following note presents quarterly financial information for 2005 and 2004. We are disclosing originally reported
amounts and revised amounts in each period for the reclassification of certain commercial properties at SunCor and

Silverhawk as discontinued operations (see Note 22).

Consolidated quarterly financial information for 2005 and 2004 is as follows (dollars in thousands, except per

share amounts):

2005 Quarter Ended 2005
March 31, June 30, Sept. 30, Dec. 31, Total

As originally reported: :
Operating revenues $615,087 $755,836 $955,583
Operations and maintenance 156,496 153,097 158,940
Operating income 85,256 178,627 162,113
Income taxes 14,732 55,024 40,305
Income from continuing operations 23,656 85,156 84,694
SunCor reclassifications

(see Note 22):
Operating revenues (2,120) (494) =
Operating income (529) 205 (268)
Income taxes (91) (36) -
Income from continuing operations (142) (55) -
Silverhawk reclassifications

(see Note 22):
Operating revenues (27,609) = -
Operations and maintenance (1,412) - -
Operating income 7,098 - -
Income taxes 3,929 - -
Income from continuing operations 6,085 - -
After SunCor and Silverhawk

reclassifications:
Operating revenues $585,358 $755,342 $955,583 $691,672 $2,987,955
Operations and maintenance 155,084 153,097 158,940 168,706 635,827
Operating income 91,825 178,832 161,845 82,787 515,289
Income taxes 18,570 54,988 40,305 13,029 126,892
Income from continuing operations 29,599 85,101 84,694 23,769 223,163
Net income 24,448 26,735 103,737 21,347 176,267
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As originally reported:

Operating revenues

Qperations and maintenance
Operating income

Income taxes

Income from continuing operations
Net income

SunCor reclassifications
(see Note 22):
Qperating revenues
Operating income
Income taxes
Income from continuing operations

Silverhawk reclassifications
(See Note 22):
Operating revenues
Operations and maintenance
Operating income
Income taxes
Income from continuing operations

After SunCor and Silverhawk
reclassifications:

Operating revenues

Operations and maintenance

Operating income

Income taxes

Income from continuing operations

Net income

March- 31,

$ 566,345
137,386
84,198
15,468
30,791
31,426

(2,293)
(652)
(26)
(41)

301

300
(108)
(170)

$ 564,353
137,386
83,946
15,334
30,580
31,426

2004 Quarter Ended

June 30,

$ 711,883
138,975
120,480

43,206
71,223
72,640

(2,592)
(625)
(48)
(75)

(5,084)
(380)

3,002
1,801
2,813

$ 704,207
138,595
122,857

44,959
73,961
72,640

Sept. 30,

$ 886,779
160,765
210,836

58,900
103,886
105,400

(2,318)
(415)
51
80

(37,296)
(2,158)
(1,065)

232
363

$ 847,165
158,607
209,356

59,183
104,329
105,400

Dec. 31,

$ 734,718
159,431
90,745
11,283
29,318
33,729

(2,274)
375
168
261

(19,163)
(1,699)
10,686

5,215
8,141

$ 713,281
157,732
101,806

16,666
37,720
33,729

2004
Total

$2,899,725
596,557
506,259
128,857
235,218
243,195

(9,477)

(1,217)
145
225

(61,242)
(4,237)
12,923

7,140
11,147

$2,829,006
592,320
517,965
136,142
246,590
243,195
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2005 Quarter Ended March 31, June 30, Sept. 30, Dec. 31,

As originally reported — Basic earnings per share (a):
Income From Continuing Operations $0.26 $0.89 $0.86 $0.24
Net Income 0.27 0.28 1.05 0.22

After SunCor and Silverhawk reclassifications -
Basic earnings per share (a):

Income from Continuing Operations 0.32 0.88 0.86 0.24

Net Income 0.27 0.28 1.05 0.22
As originally reported = Diluted earnings per share (a):

Income From Continuing Operations 0.26 0.88 0.86 0.24

Net Income 0.27 0.28 1.05 0.22

After SunCor and Silverhawk reclassifications —
Diluted earnings per share (a):

Income From Continuing Operations $0.32 $0.88 $0.86 $0.24

Net [ncome 0.27 0.28 1.05 0.22
2004 Quarter Ended March 31, June 30, Sept. 30, Dec: 31,
As originally reported — Basic earnings per share (a):

Income From Continuing Operations $0.34 $0.78 $1.14 $0.32

Net Income 0.34 0.80 1315 0.37

After SunCor and Silverhawk reclassifications —
Basic earnings per share (a):

Income From Continuing Operations 0.33 0.81 1.14 0.41

Net Income 0.34 0.80 1515 0.37
As originally reported — Diluted earnings per share (a):

Income From Continuing Operations 0.34 0.78 1.14 0.32

Net Income 0.34 0.79 1:15 0.37

After SunCor and Silverhawk reclassifications —
Diluted earnings per share (a):
Income From Continuing Operations $0.33 $0.81 $1.14 $0.41
Net Income 0.34 0.78 1.15 0.37

(a) The difference between originally reported and revised basic and diluted earnings per share related to the sale of certain commercial properties at
SunCor and the sale of Silverhawk (see Note 22), which changed reported amounts for the quarters in 2005 and 2004.

Pinnacle West and APS believe that the carrying amounts of their cash equivalents are reasonable estimates of their
fair values at December 31, 2005 and 2004 due to their short maturities.

Pinnacle West and APS hold investments in debt securities for purposes other than trading. We believe that the carry-
ing amounts of these investments represent reasonable estimates of their fair values at December 31, 2005 and 2004
due to the short-term reset of interest rates.
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We also hold investments in fixed income and domestic equity securities for purposes other than trading. The
December 31, 2005 and 2004 fair values of such investments, which we determine by using quoted market prices,
approximate their carrying amount. For further information, see disclosure of cost and fair value of APS’ nuclear

decommissioning trust fund assets in Note 12.

On December 31, 2005, the carrying value of our long-term debt for Pinnacle West, excluding capitalized lease obli-
gations and interest rate swap (see “Fair Value Hedges” — Note 18), was $2.99 billion, with an estimated fair value
of $3.00 billion. See Note 18 for fair value of the interest rate swap. The carrying value of our long-term debt for
Pinnacle West (excluding capitalized lease obligations) was $3.19 billion on December 31, 2004, with an estimated
fair value of $3.30 billion. On December 31, 2005, the carrying value of APS’ long-term debt (excluding capitalized
lease obligations) was $2.56 billion, with an estimated fair value of $2.57 billion. The carrying value of APS’ long-
term debt (excluding capital lease obligations) was $2.71 billion on December 31, 2004, with an estimated fair value
of $2.81 billion. The fair value estimates are based on quoted market prices of the same or similar issues.

The following table presents earnings per weighted-average common share outstanding for the years ended
December 31, 2005, 2004 and 2003:

2005 2004 2003
Basic earnings per share:
Income from continuing operations $2.31 $2.70 $2.47
Income (loss) from discontinued operations (0.48) (0.04) 0.17
Earnings per share — basic $1.83 $2.66 $2.64
Diluted earnings per share:
Income from continuing operations $2.31 $2.69 $2.47
Income (loss) from discontinued operations (0.49) (0.03) 0.16
Earnings per share — diluted $1.82 $2.66 $2.63

Dilutive stock options increased average common shares outstanding by approximately 106,000 shares in 2005,
135,000 shares in 2004 and 140,000 shares in 2003. Total average common shares outstanding for the purposes of
calculating diluted earnings per share were 96,589,949 shares in 2005, 91,532,473 shares in 2004 and 91,405,134
shares in 2003.

Options to purchase 495,367 shares of common stock were outstanding at December 31, 2005 but were not included
in the computation of diluted earnings per share because the options’ exercise price was greater than the average
market price of the common shares. Options to purchase shares of common stock that were not included in the com-
putation of diluted earnings per share were 1,058,616 at December 31, 2004 and 2,291,646 at December 31, 2003.

Pinnacle West offers stock-based compensation plans for officers and key employees of Pinnacle West and

our subsidiaries.

The 2002 Long-Term Incentive Plan (2002 plan) allows Pinnacle West to grant performance shares, stock ownership
incentive awards and non-qualified and performance-accelerated stock options to key employees. We have reserved
6 million shares of common stock for issuance under the 2002 plan. No more than 1.8 million shares may be issued
in relation to performance share awards and stock ownership incentive awards. The plan also provides for the grant-
ing of new non-qualified stock options at a price per share not less than the fair market value of the common stock
at the time of grant. The stock options vest over three years, unless certain performance criteria are met, which can
accelerate the vesting period. The term of the option cannot be longer than 10 years and the option cannot be

repriced during its term.
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The 1994 Long-Term Incentive Plan (“1994 Plan”) includes outstanding options but no new options will be granted
under the plan. Options vested one-third of the grant per year beginning one year after the date the option is granted
and expire ten years from the date of the grant. The 1994 Plan also provided for the granting of any combination of
shares of restricted stock, stock appreciation rights or dividend equivalents.

In the third quarter of 2002, we began applying the fair value method of accounting for stock-based compensation,
as provided for in SFAS No. 123. In accordance with the transition requirements of SFAS No. 123, we applied the
fair value method prospectively, beginning with 2002 stock grants. In prior years, we recognized stock compensation
expense based on the intrinsic value method allowed in APB No. 25.

In addition, see Note 2 for discussion of a new standard on share based payments (SFAS No. 123R).

Total stock-hased compensation cost, including restricted stock, performance shares, stock options, and stock owner-
ship incentives was $6 million in 2005, $8 million in 2004 and $6 million in 2003 for Pinnacle West. APS’ share was
$5 million in 2005, $6 million in 2004 and $3 million in 2003.

The following table is a summary of the status of outstanding stock options under our equity incentive plans as of
December 31, 2005, 2004 and 2003 and changes during the years ending on those dates:

2005 2004 2003

Weighted Weighted Weighted

2005 Average 2004 Average 2003 Average

Shares Exercise Price Shares Exercise Price Shares Exercise Price

Outstanding at beginning of year 2,276,123 $39.14 2,698,246 $38.56 2,185,129 $39.96

Granted - - 37,580 37.85 621,875 32.29

Exercised (478,851) 36.54 (372,205) 34.02 (62,366) 26.09

Forfeited (101,500) 43.04 (87,498) 42.31 (46,392) 37.61

Outstanding at year-end 1,695,772 39.65 2,276,123 39.14 2,698,246 38.56

Options exercisable at year-end 1,499,302 40.55 1,859,340 40.59 1,787,622 40.35
Weighted average grant date fair value

of options granted during the year $ - $:.3.53 $ 7.37

The following table summarizes information about our stock options at December 31, 2005:

Weighted Average

Remaining
Exercise Options Weighted Average Contract Life Options Weighted Average
Prices Per Share Outstanding Exercise Price (Years) Exercisable Exercise Price
$ 28.07 -32.75 341,902 $32.24 6.6 160,372 $32.18
32.75-37.42 67,081 34.66 3.7 67,081 34.66
37.42 -42.10 540,855 38.89 5.2 525,915 38.92
42.10 - 46.78 745,934 44.04 4.6 745,934 44.04
1,695,772 1,499,302

The following table is a summary of the amount and weighted-average grant date fair value of stock compensation
awards granted, other than options, during the years ended December 31, 2005, 2004 and 2003:

2005 2005 Grant 2004 2004 Grant 2003 2003 Grant
Shares Date Fair Value Shares  Date Fair Value Shares  Date Fair Value
Restricted stock = $ = 4,000 $ 37.68(a) 4,000 $ 32.20(a)
Performance share awards 215,300 41.36(b) 215,285 37.85(b) 119,085 32.29(b)
Stock ownership incentive awards 11,322 44.13(b) 9,015 40.239(b) = =

(a) Restricted stock priced at the average of the high and low market price on the grant date.
(b) Performance shares and stock ownership incentive awards priced at the closing market price on the grant date.
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We have three principal business segments (determined by products, services and the regulatory environment):

- our regulated electricity segment, which consists of traditional regulated retail and wholesale electricity businesses
(primarily electricity service to Native Load customers) and related activities and includes electricity generation,
transmission and distribution;

- our real estate segment, which consists of SunCor’s real estate development and investment activities; and

- our marketing and trading segment, which consists of our competitive energy business activities, including whole-
sale marketing and trading and APS Energy Services’ commodity-related energy services.

Financial data for !2005, 2004 and 2003 by business segments is provided as follows {dollars in millions):

Business Segments for the Year Ended December 31, 2005

Regulated Marketing
Electricity Real Estate and Trading Other Total
Operating revenues (a) $ 2,237 $ 338 $ 352 $ 61 $ 2,988
Purchased power and fuel costs 595 - 293 - 888
Other operating expenses 740 278 28 52 1,098
Regulatory disallowance (see Note 3) 139 - - - 139
Operating margin 763 60 31 9 863
Depreciation and amortization 343 3 2 - 348
Interest expense 169 2 2 - 173
Other expense (income) (6) (3) - 1 (8)
Income from continuing operations before
income taxes 257 58 27 8 350
Income taxes 90 23 11 3 127
Income from continuing operations 167 35 16 5 223
Income (loss) from discontinued operations — net of
income tax benefit of $(30) (see Note 22) (b)(c) - 17 (67) 3 (47)
Net income (loss) $ 167 $ 52 $ (51) $ 8 $ 176
Total assets $ 9,732 $ 483 $ 1,070 $ 38 $11,323
Capital expenditures $ 811 $ 106 $ 11 $ - $ 928
Business Segments for the Year Ended December 31, 2004
Regulated Marketing
Electricity Real Estate and Trading Other Total
Qperating revenues i $2,035 $ 350 $ 401 $ 43 $2,829
Purchased power and fuel costs 567 - 321 - 888
Other operating expenses 683 284 30 34 1,031
Operating margin 785 66 50 9 910
Depreciation and amortization 384 4 4 - 392
Interest expense 170 1 1 - 172
Other expense (income) (d) 4 (6) (2) (33) (37)
Income from continuing operations before
income taxes 227 67 47 42 383
Income taxes 75 27 18 16 136
Income from continuing operations 152 40 29 26 247
Income (loss) from discontinued operations — net of
income tax benefit of $(2) (see Note 22) (b)(c) = 4 (12) 4 (4)
Net income $ 152 $ 44 S A $ 230 $ 243
Total assets $8,674 $ 454 $ 746 $ .23 $9,897
Capital expenditures $ 483 $ 81 & 34 e oo $ 598
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Business Segments for the Year Ended December. 31, 2003

Regulated Marketing
Electricity Real Estate and Trading Other Total
Operating revenues $1,978 $ 362 $ 391 $r 28 $2,759
Purchased power and fuel costs 517 - 345 - 862
Other operating expenses 625 306 34 24 989
Operating margin 836 56 12 4 908
Depreciation and amortization 428 6 1 - 435
Interest expense 172 2 - - 174
Other expense (income) (4) (25) - = (29)
Income from continuing operations befare
income taxes 240 73 11 4 328
Income taxes 70 28 3 2 103
Income from continuing operations 170 45 8 2 225
Income from discontinued operations — net of income
taxes of $9 (see Note 22) (b)(c) - 10 1 5 16
Net income $ 170 $ 55 $ 9 $ 7 $ 241
Capital expenditures $ 686 S 72 $ 9 $ — $ 767

(a) Effective April 1, 2005, revenues of approximately $40 million from Off-System Sales, which were previously reported in the marketing and trading
segment, began being reported in the regulated electricity segment in accordance with the retail rate case settlement.

(b) The marketing and trading segment relates to the sale and operations of Silverhawk. See Note 22.

(c) The other segment relates to the sale and operations of NAC, See Nate 22.

(d) The other segment includes a $35 million pre-tax ($21 million after-tax) gain related to the sale of a limited partnership interest in the Phoenix Suns

in 2004.

We are exposed to the impact of market fluctuations in the commodity price and transportation costs of electricity,
natural gas, coal, emissions allowances and in interest rates. We manage risks associated with these market fluctu-
ations by utilizing various instruments that qualify as derivatives, including exchange-traded futures and options
and over-the-counter forwards, options and swaps. As part of our overall risk management program, we use such
instruments to hedge our exposure to changes in interest rates and to hedge purchases and sales of electricity, fuels,
and emissions allowances and credits. As of December 31; 2005, we hedged certain exposures to the price variability of
commodities for a maximum of 3.25 years. The changes in market value of such contracts have a high correlation to
price changes in the hedged transactions. In addition, subject to specified risk parameters monitored by the ERMC,

we engage in marketing and trading activities intended to profit from market price movements.

We recognize all derivatives, except those which qualify for a scope exception, as either assets or liabilities on the
balance sheet and measure those instruments at fair value in accordance with SFAS No. 133, as amended by SFAS
No. 149. Derivative commodity contracts for the physical delivery of purchase and sale quantities transacted in the
normal course of business qualify for the normal purchase and sales exception and are accounted for under the
accrual method of accounting. Changes in the fair value of derivative instruments are recognized periodically in
income unless certain hedge criteria are met. For cash flow hedges, the effective portion of changes in the fair value
of the derivative are recognized in common stock equity (as a component of other comprehensive income (loss)). For
fair value hedges, the gain or loss on the derivative as well as the offsetting loss or gain on the hedged item associ-
ated with the hedged risk are recognized in earnings. We use cash flow hedges to limit our exposure to cash flow
variability on forecasted transactions. We use fair value hedges to limit our exposure to changes in fair value of an

asset or liability.

For its regulated operations, APS defers for future rate recovery 90% of gains and losses on derivatives that would
otherwise be recognized in income. To the extent the amounts that would otherwise be recognized in income are
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eligible to be recovered through the PSA, the amounts will be recorded as either a regulatory asset or liability and

have no effect on earnings.

We assess hedge effectiveness hoth at inception and on a continuing basis. Hedge effectiveness is related to the
degree to which the derivative contract and the hedged item are correlated. It'is measured based on the relative
changes in fair value between the derivative contract and the hedged item over time. We exclude the time value of
certain options from our assessment of hedge effectiveness. Any change in the fair value resulting from ineffective-
ness, or the amount by which the derivative contract and the hedged comm_oditj; are not directly correlated, isi

recognized immediately in net income.

Both non-trading and trading derivatives that do not qualify for a scope exception are classified as assets and liabil-
ities from risk management and trading activities on the Consolidated Balance Sheets. Certain of our non-trading
derivatives qualify for cash flow hedge accounting treatment. Non-trading derivatives, or any portion thereof that
are not effective hedges, are adjusted to fair value through income. Realized gains and losses related to non-trading
derivatives that qualify as cash flow hedges of expected transactions are recognized in revenue or purchased power
and fuel expense as an offset to the related item being hedged when the underlying hedged physical transaction
impacts earnings. If it becomes probable that a forecasted transaction will not occur, we discontinue the use of hedge
accounting and recognize in income the unrealized gains and losses that were previously recorded in other compre-
hensive income (loss). In the event a non-trading derivative is terminated or settled, the unrealized gains and losses
remain in other comprehensive income (loss), and are recognized in income when the underlying transaction

impacts earnings.

All gains and losses (realized and unrealized) on trading contracts that qualify as derivatives are included in mar-
keting and trading segment revenues on the Consolidated Statements of Income on a net basis. Trading contracts
that do not meet the definition of a derivative are accounted for on an accrual basis with the associated revenues

and costs recorded at the time the contracted commodities are delivered or received.

In the electricity business, some contracts to purchase energy are netted against other contracts to sell energy. This
is called “book-out” and usually oceurs in contracts that have the same terms (quantities and delivery points) and for
which power does not flow. We net these book-outs, which reduces both revenues and fuel and purchased power costs
in our Consolidated Statement of Income, but this does not impact our financial condition, net income or cash flows.

Cash Flow Hedges

The changes in the fair value of our hedged positions included in the Consolidated Statements of Income, after con-
sideration of amounts deferred under the PSA, for the years ended December 31, 2005, 2004 and 2003 are comprised
of the following (dollars in thousands):

2005 2004 2003
Gains (losses) on the ineffective portion of derivatives
qualifying for hedge accounting $14,289 $ (1,568) $ 8,237
Gains from the change in options’ time value
excluded from measurement of effectiveness 620 185 181
Gains from the discontinuance of cash flow hedges 556 1,137 -

During 2006, we estimate that a net gain of $216 million before income taxes will be reclassified from accumulated
other comprehensive income as an offset to the effect of market price changes for the related hedged transactions.
To the extent the amounts are eligible for inclusion in the PSA, the amounts will be recorded as either a regulatory

asset or liability and have no effect on earnings (see Note 3).

Our assets and liabilities from risk management and trading activities are presented in two categories, consistent

with our business segments.
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The following table summarizes our assets and liabilities from risk management and trading activities'at December
31, 2005 and 2004 (dollars in thousands):

December 31, 2005

Current Investments and Current Deferred Credits Net Asset
Assets Other Assets Liabilities and Other (Liability)
Regulated electricity:
Mark-to-market $ 516,399 $ 228,873 $(335,801) $ (74,787) $ 334,684
Margin-account and options 1,814 - {124,165) - (122,351)
Marketing and trading:
Mark-to-market 307,883 291,122 (236,922) (181,417) 180,666
Options and emission
allowances — at cost 1,683 77,836 (23,805) (209) 55,505
Total $ 827,779 $ 597,831 $ (720,693) $ (256,413) $ 448,504
December 31, 2004
Current Investments and Current Deferred Credits Net Asset
Assets Other Assets Liabilities and Other (Liability)
Regulated electricity:
Mark-to-market $ 45,220 $ 19,417 $ (19,191) $ (12,000) $ 33,446
Margin account and options 18,821 118 (8,879) - 10,060
Marketing and trading:
Mark-to-market 102,855 204,512 (68,008) (132,683) 106,676
Options and emission
allowances — at cost - 294 (17,328) (11,579) (28,613)
Total $166,896 $224,341 $(113,406) $(156,262) $121,569

We maintain a margin account with a broker to support our risk management and trading activities. The margin
account was a liability of $123 million at December 31, 2005 and $9 million at December 31, 2004 and is included in
the margin account in the table above. Cash is deposited with the broker in this account at the time futures or
options contracts are initiated. The change in market value of these contracts (reflected in mark-to-market) requires

adjustment of the margin account balance.

Cash or other assets may be required to serve as collateral against our open positions on certain energy-related
contracts. Collateral provided to counterparties was $6 million at December 31, 2005 and $1 million at December 31,
2004, and is included in other current assets on the Consolidated Balance Sheets. Collateral provided to us by
counterparties was $216 million at December 31, 2005 and $24 million at December 31, 2004, and is included in other
current liabilities on the Consolidated Balance Sheets.

Fair Value Hedges

On January 29, 2004, we entered into two fixed-for-floating interest rate swap transactions on our $300 million 6.4%
Senior Notes. The purpose of these hedges is to protect against significant fluctuations in the fair value of our debt.
Qur interest rate swaps are considered to be fully effective with any resulting gains or losses on the derivative off-
set by a similar loss or gain amount on the underlying fair value of debt. The fair value of the interest rate swaps
was a loss of $1.5 million at December 31, 2005 and is included in other current liabilities with the corresponding
offset in current maturities of long-term debt on the Consolidated Balance Sheets. The fair value of the interest rate
swaps was $2.6 million at December 31, 2004 and is included in investments and other assets with the correspond-
ing offset in long-term debt less current maturities on the Consolidated Balance Sheets.
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Credit Risk

We are exposed to losses in the event of non-performance or non-payment by counterparties. We have risk manage-
ment and trading contracts with many counterparties. Our risk management process assesses and monitors the
financial exposure of all counterparties. Despite the fact that the great majority of counterparties are rated as invest-
ment grade by the credit rating agencies, there is still a possibility that one or more of these companies could default,
resulting in a material impact on consolidated earnings for a given period. Counterparties in the portfolio consist
principally of financial institutions, major energy companies, municipalities and local distribution companies. We
maintain credit policies that we believe minimize overall credit risk to within acceptable limits. Determination of the
credit quality of our countex;parties is based upon a number of factors, including credit ratings and our evaluation of
their financial condition. In many contracts, we employ collateral requirements and standardized agreements that
allow for the netting of positive and negative exposures associated with a single counterparty. Valuation adjustments
are established representing our. estimated credit losses on our overall exposure to counterparties. See Note 1
“Derivative Accounting” for a discussion of our eredit valuation adjustment policy.

The following table provides detail of other income and other expense for the years 2005, 2004 and 2003 (dollars

in thousands):
Year Ended December 31, 2005 2004 2003

Other income:

Investment gains — net (a) $ 752 $ 38,256 $ 3,649
Interest income 14,793 6,770 4,412
SunCor (b) 2,623 4,458 24,740
Asset sales 3,187 3,026 618
Miscellaneous 2,005 779 2,144
Total other income $ 23,360 $ 53,289 $ 35,563
Other expense:
Non-operating costs (c) $(13,589) $(15,524) $(14,959)
Asset dispositions (9,759) (1,212) (1,522)
Miscellaneous (3,368) (4,604) (4,093)
Total other expense $(26,716) $(21,340) $(20,574)

(a) Includes a $35 million gain ($21 million after tax) related to the sale of a limited partnership interest in the Phoenix Suns in 2004.

(b) Primarily related to the sale at SunCor of a land interest and profit participation agreement in 2003 for $18 million. Includes joint venture and other
non-operating income.

(c) As defined by the FERC, includes below-the-line non-operating utility costs (primarily community relations and other costs excluded from utility
rate recovery).

In 1986, APS entered into agreements with three separate VIE lessors in order to sell and lease back interests in
Palo Verde Unit 2. The leases are accounted for as operating leases in accordance with GAAP. See Note 9 for further
information about the sale leaseback transactions. We are not the primary beneficiary of the Palo Verde VIEs and,

accordingly, do not consolidate them.

APS is exposed to losses under the Palo Verde sale leaseback agreements upon the occurrence of certain events that
APS does not consider to be reasonably likely to occur. Under certain circumstances (for example, the NRC issuing
specified violation orders with respect to Palo Verde or the occurrence of specified nuclear events), APS would be
required to assume the debt associated with the transactions, make specified payments to the equity participants,
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and take title to the leased Unit 2 interests, which, if appropriate, may be required to be written down in value. If
such an event had occurred as of December 31, 2005, APS would have been required to assume approximately $234
million of debt and pay the equity participants approximately $185 million.

SunCor has certain land developmént arrangements that are required to be consolidated under FIN 46R,
“Consolidation of Variable Interest Entities” The assets and non-controlling interests reflected in our Consolidated
Balance Sheets related to these arrangements were approximately $34 million at December 31, 2005 and 2004.

We have issued parental guarantees and letters of credit and obtained surety bonds on behalf of our unregulated
subsidiaries. Our parental guarantee for Pinnacle West Energy relates to'a purchased power agreement. Our credit
support, instruments enable APS Energy Services to offer commodity energy and energy-related products. Non-
performance or non-payment under the original contract by our unregulated subsidiaries would require us to perform
under the guarantee or surety bond. No liability is currently recorded on the Consolidated Balance Sheets related
to Pinnacle West’s guarantees on behalf of its subsidiaries. Our guarantees have no recourse or collateral provisions
to allow us to recover amounts paid under the guarantee. The amounts and approximate terms of our guarantees
and surety bonds for each subsidiary at December 31, 2005 are as follows (dollars in millions):

Guarantees Surety Bonds
Term Term
Amount (in years) Amount (in years)
Parental:
Pinnacle West Energy $5 1 $ = =
APS Energy Services 20 1 65 1
Total $25 $65

At December 31, 2005, we had entered into approximately $37 million of letters of credit which supported transmis-
sion agreements related to Silverhawk, These letters of credit terminated as a result of the sale of Silverhawk. See
Note 22 for a discussion of the sale of Silverhawk. At December 31, 2005, Pinnacle West had approximately $4 mil-
lion of letters of credit related to workers’ compensation expiring in 2006. We intend to provide from either existing
or new facilities for the extension, renewal or substitution of the letters of credit to the extent required.

APS has entered into various agreements that require letters of credit for financial assurance purposes. At December
31, 2005, approximately $200 million of letters of credit were outstanding to support existing pollution control bonds
of approximately $200 million. The letters of credit are available to fund the payment of principal and interest of
such debt obligations and expire in 2010. APS has also entered into approximately $98 million of letters of credit to
support certain equity lessors in the Palo Verde sale leaseback transactions (see Note 9 for further details on the
Palo Verde sale leaseback transactions). These letters of credit expire in 2010. Additionally, APS has approximately
$5 million of letters of credit related to counterparty collateral requirements expiring in 2006. APS intends to
provide from either existing or new facilities for the extension, renewal or substitution of the letters of credit to the

extent required.

We enter into agreements that include indemnification provisions relating to liabilities arising from or related to
certain of our agreements. APS has agreed to indemnify the equity participants and other parties in the Palo Verde
sale leaseback transactions with respect to certain tax matters. Generally, a maximum obligation is not explicitly
stated in the indemnification provisions and therefore, the overall maximum amount of the obligation under such
indemnification provisions cannot be reasonably estimated. Based on historical experience and evaluation of the
specific indemnities, we do not believe that any material loss related to such indemnification provisions is likely.
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Silverhawk (marketing and trading segment) — In June 2005, we entered into an agreement to sell our 75% interest
in Silverhawk to NPC. The sale was completed on January 10, 2006. As a result of this sale; we recorded a loss from
discontinued operations of approximately $56 million ($91 million pretax) in the second quarter of 2005. The
amounts in the chart below also include the revenues and expenses related to the operations of Silverhawk. The
assets held for sale at December 31, 2005 were $203 million, of which property, plant and equipment accounted for

approximately $197 million.

Concurrent with the execution of the agreement to sell our interest in Silverhawk, GenWest and NPC also entered
into a Purchase Power Agreement (“PPA?) providing for the sale of GenWest's share of the capacity and output of
Silverhawk to NPC. The PPA commenced on October 1, 2005 and was terminated on January 10, 2006, the date of
the sale under the Purchase Agreement.

SunCor (real estate segment) — In 2005, SunCor sold commercial properties, which are required to be reported as dis-
continued operations on Pinnacle West’s Consolidated Statements of Income in accordance with SFAS No. 144. As a
result of the sales, we recorded a gain from discontinued operations of approximately $15 million ($25 million pre-
tax) in the third quarter of 2005.

NAC (other segment) — In 2004, we sold our investment in NAC, and in 2005 we recognized a gain of $4 million (36
million pretax) in connection with the sale that had previously been subject to contingencies.

The following table provides revenue, income (loss) before income taxes and after-tax income classified as discon-
tinued operations in Pinnacle West’s Consolidated Statements of Income for the years ended December 31, 2005,
2004 and 2003 (dollars in millions):

2005 2004 2003

Revenue:

Silverhawk $ 95 $ 61 R

SunCor — commercial operations 9 21 71

NAC - 34 58
Total revenue $ 104 $116 $ 130
Income (loss) before taxes:

Silverhawk (a) $(111) $ (18) B

SunCor — commercial operations 28 6 17

NAC 6 7 8
Total income (loss) before taxes $ (77) $ (5) $ 25
Income (loss) after taxes:

Silverhawk $ (67) $ (12) . N

SunCor — commercial operations 17 4 10

NAC 3 4 5
Total income (loss) after taxes $ (47 $ 4 $ 16

(a) Income before income taxes includes an interest expense allocation, net of capitalized amounts, of $13 million in 2005 and $6 million in 2004.
The allocation was based on Pinnacle West's weighted-average interest rate applied to the net praperty, plant and equipment.
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(dollars in thousands)

Twelve Months Ended

December 31, Increase (Decrease)
2005 2004 Pretax After Tax
RECONCILIATION OF REGULATED ELECTRICITY
SEGMENT GROSS MARGIN
Operating Income (closest GAAP measure) $ 515,289 $ 517,965 $ (2,676) $ (1,632)
Plus:
Operations and maintenance ; 635,827 592,320 43,507 26,526
Real estate segment operations 278,366 284,194 (5,828) (3,553)
Depreciation and amortization 347,652 391,597 (43,945) (26,793)
Taxes other than income taxes 132,040 120,722 11,318 6,901
Other expenses 51,987 34,108 17,879 10,901
Regulatory disallowance 138,562 - 138,562 84,481
Marketing and trading segment fuel and purchased power 293,091 320,667 (27,576) (16,813)
Less:
Real estate segment revenues 338,031 350,315 {12,284) (7,490)
Other revenues 61,221 42,816 18,405 11,222
Marketing and trading segment revenues 351,558 400,628 (49,070) (29,918)
Regulated electricity segment gross margin $1,642,004 $1,467,814 $ 174,190 $ 106,204
RECONCILIATION OF MARKETING AND TRADING
SEGMENT GROSS MARGIN
Operating Income (closest GAAP measure) $ 515,289 $ 517,965 $ (2,676) $ (1,632)
Plus:
Operations and maintenance 635,827 592,320 43,507 26,526
Real estate segment operations 278,366 284,194 (5,828) (3,553)
Depreciation and amortization 347,652 391,597 (43,945) (26,793)
Taxes other than income taxes 132,040 120,722 11,318 6,901
Other expenses 51,987 34,108 17,879 10,901
Regulatory disallowance 138,562 - 138,562 84,481
Regulated electricity segment fuel and purchased power 595,141 567,433 27,708 16,894
Less:
Real estate segment revenues 338,031 350,315 (12,284) (7,490)
Other revenues 61,221 42,816 18,405 11,222
Regulated electricity segment revenues 2,237,145 2,035,247 201,898 123,097
Marketing and trading segment gross margin $ 58,467 $ 79,961 $ (21,494) $ (13,104)
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i1/ 1.2} (dollarsin thousands)

Twelve Months Ended
December 31,

Increase (Decrease)

2004 2003 Pretax After Tax
RECONCILIATION OF REGULATED ELECTRICITY
SEGMENT GROSS MARGIN
Operating Income (closest GAAP'measure) $ 517,965 $ 473,252 $ 44,713 $ 27,262
Plus:
Operations and maintenance 592,320 548,732 43,588 26,576
Real estate segment operations 284,194 305,974 (21,780) (13,279)
Depreciation and amortization 391,597 435,140 (43,543) (26,548)
Taxes other than income taxes 120,722 110,270 10,452 6,373
Other expenses 34,108 23,254 10,854 6,618
Marketing and trading segment fuel and purchased power 320,667 344,862 (24,195) (14,752)
Less:
Real estate segment revenues 350,315 361,604 (11,289) (6,883)
Other revenues 42,816 27,929 14,887 9,077
Marketing and trading segment revenues 400,628 391,196 9,432 5,751
Regulated electricity segment gross margin $1,467,814 $1,460,755 $ 7,069 % 4,305
RECONCILIATION OF MARKETING AND TRADING
SEGMENT GROSS MARGIN
Operating Income (closest GAAP measure) $ 517,965 $ 473,252 $ 44,713 $ 27,262
Plus:
Operations and maintenance 592,320 548,732 43,588 26,576
Real estate segment operations 284,194 305,974 (21,780) (13,279)
Depreciation and amortization 391,597 435,140 (43,543) (26,548)
Taxes other than income taxes 120,722 110,270 10,452 6,373
Other expenses 34,108 23,254 10,854 6,618
Regulated electricity segment fuel and purchased power 567,433 517,320 50,113 30,554
Less:
Real estate segment revenues 350,315 361,604 (11,289) (6,883)
Other revenues 42,816 27,929 14,887 9,077
Regulated electricity segment revenues 2,035,247 1,978,075 57,172 34,858
Marketing and trading segment gross margin $ 79,961 $ 46,334 $ 33627 $ 20,504
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BOARD OF DIRECTORS

1. PAMELA GRANT (67) 1980* Civic Leader COMMITTEES: Audit; Corporate Governance; Human Resources 2. MARTHA 0. HESSE (63)
1991 Corporate Director COMMITTEES: Audit, Chairman; Corporate Governance; Finance and Operating 3. THE REV. BILL JAMIESON.
JR. (62) 1991 President, Micah Institute, Asheville, North Carolina COMMITTEES: Audit; Corporate Governance; Human Resources
4, ROY A. HERBERGER, JR. (63) 1992 President Emeritus, Thunderbird, The Garvin School of International Management COMMITTEES:
Corporate Governance; Finance and Operating; Human Resources, Chairman 5. WILLIAM J. POST (55) 1994 Chairman of the Board
& Chief Executive Officer COMMITTEE: Finance and Operating 6. HUMBERTO S. LOPEZ (60) 1995 President, HSL Properties, Inc.
COMMITTEES: Audit; Corporate Governance; Human Resources 7. MICHAEL L. GALLAGHER (&1) 1997 Chairman Emeritus, Gallagher
& Kennedy, PA. COMMITTEE: Finance and Operating, Chairman 8. BRUCE J. NORDSTROM (56) 1997 President & Certified Public
Accountant, Nordstrom and Associates, P.C. COMMITTEES: Audit; Corporate Governance; Finance and Operating 9. JACK E. DAVIS
(59) 1998 President & Chief Operating Officer COMMITTEE: Finance and Operating 10. WILLIAM L. STEWART (62) 1998 COMMITTEE:
Finance and Operating 11. EDDIE BASHA (68) 1999 Chairman of the Board, Bashas’ COMMITTEES: Audit; Corporate Governance;
Human Resources 12. KATHRYN L. MUNROD (57) 1999 Principal, BridgeWest L.L.C. COMMITTEES: Audit; Corporate Governance,

Chairman; Finance and Operating

* The year in which the individual first joined the Board of a Pinnacle West company.
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OFFICERS

Pinnacle West

Arizona Public Service

WILLIAM J. POST (55) 1973*
Chairman of the Board
& Chief Executive Officer

JACK E. DAVIS (59) 1973
President & Chief Operating Officer

DONALD E. BRANDT (51) 2002
Executive Vice President

& Chief Financial Officer
ROBERT S. AIKEN (49) 1986

Vice President, Federal Affairs
BARBARA M. GOMEZ (51) 1978
Vice President & Treasurer
NANCY C. LOFTIN (52) 1985

Vice President, General
Counsel & Secretary

MARTIN L. SHULTZ (61) 1979
Vice President, Government Affairs

Pinnacle West Energy

JAMES M. LEVINE
President & Chief Executive Officer

DONALD E. BRANDT
Chief Financial Officer

SunCor Development

WILLIAM J. POST
Chairman of the Board

JACK E. DAVIS
President & Chief Executive Officer

DONALD E. BRANDT
Executive Vice President
& Chief Financial Officer

ARMANDO B. FLORES (62} 1991
Executive Vice President,
Corporate Business Services

JAMES M. LEVINE (56) 1989
Executive Vice President, Generation

STEVEN M. WHEELER (57) 2001
Executive Vice President,
Customer Service & Regulation

JAN H. BENNETT (58) 1967
Vice President, Customer Service

AJIT P. BHATTI (60) 1973
Vice President, Resource Planning

DENNIS L. BROWN (55) 1973
Vice President & Chief
Information Officer

JOHN R. DENMAN (63) 1964
Vice President, Fossil Generation

CLIFFORD EUBANKS (44} 2005
Vice President, Nuclear Operations

EDWARD Z. FOX (52) 1995
Vice President, Communications,
Environment & Safety

CHRIS N. FROGGATT (48) 1986
Vice President & Controller

BARBARA M. GOMEZ
Vice President & Treasurer

DAVID A. HANSEN (46) 1980

Vice President, Power
Marketing & Trading

WARREN C. KOTZMANN (36) 1989
Vice President, Resource
Acquisition & Risk Management
NANCY C. LOFTIN

Vice President, General

Counsel & Secretary

DAVID MAULDIN (56) 1990
Vice esident,
Engineering & Support

DONALD G. ROBINSON (52) 1978
Vice President, Planning

APS Energy Services

WILLIAM J. POST
Chairman of the Board

STEVEN A. BETTS (47) 2005
President & Chief Executive Officer

DUANE S. BLACK (53) 1989
Executive Vice President
& Chief Operating Officer

JAY T. ELLINGSON (57) 1992
Executive Vice President,
Land Development

MARGARET E. KIRCH (56) 1988
Executive Vice President,
Commercial Development

THOMAS A. PATRICK (52) 1995
Executive Vice President, Golf
Operations & Human Resources

JAMES R. ADAIR (55) 1996
Vice President, Homebuilding
STEVE W. CARLSON (47) 1987

Vice President & Controller

M. RANDALL LEVIN (48) 1997
Vice President, Design & Urban
Infill Development

MICHAEL D. MARTIN (43} 1996
Vice President, Finance

BRADLEY E. WRIGHT (39) 1999
Vice President & Legal Counsel

= The year in which the individual was first employed within the Pinnacle West group of companies.

VICKI G. SANDLER (49) 1982
President, APS Energy Services

El Dorado Investment

WILLIAM J. POST
Chairman of the Board, President
& Chief Executive Officer
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Corporate Headquarters

Annual Meeting of Shareholders Form 10-K

400 North 5th Street
P.O. Box 53999

Phoenix, Arizona 85004
Main telephone number:
(602) 250-1000

Transfer Agent and Registrar

The Bank of New York

Receive and Deliver Department
P.O. Box 11002

Church Street Station

New York, NY 10286

(800) 457-2983
www.stockbny.com

Investor Relations Contacts

Rebecca L. Hickman, Director
(602) 250-5668

Lisa Malagon, Manager

(602) 250-5671

P.O. Box 53999 Station 9998
Phoenix, AZ 85072-3999

Statistical Report

Wed, May 17, 2006 at 10:30 a.m. Pinnacle West’s Annual Report

Herberger Theater to the Securities and Exchange
222 E. Monroee St. Commission on Form 10-K will be
Phoenix, AZ available (after March 16, 2006)

to shareholders upon written
Stock Listing request, without charge.

Ticker symbol: PNW on New York Witce Oificeohihetstrorany;

E
Sl i Corporate Responsibility Report

Statewide Association
for Utility Investors

To view the Pinnacle West
Corporate Responsibility Report

The Arizona Utility Investors please visit www.pinnaclewest.com.

Association represents the interests
Administrative Information

of investors in Arizona utilities.
If interested, send your name
and address to:

Company contact: (602) 250-5511
shareholderdept@pinnaclewest.com

Arizona Utility Investors Association
P.O. Box 34805

Phoenix, AZ 85067

(602) 257-9200

www.auia.org

Investors Advantage Plan and Shareholder Account Information

A detailed Statistical Report
for Financial Analysis for 2000-
2005 will be available in April
on the Company’s Web site

or by writing to the Investor
Relations Department.

@ printed on recycled paper
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Pinnacle West offers a direct stock purchase plan. Any interested investor
may purchase Pinnacle West common stock through the Investors Advantage
Plan. Features of the Plan include a variety of options for reinvesting
dividends, direct deposit of cash dividends, automatic monthly investment,
certificate safekeeping and more. An Investors Advantage Plan prospectus
and enrollment materials may be obtained by calling The Bank of New York
at (800) 457-2983, at the Bank’s Web site — www.stockbny.com or by writing to:

The Bank of New York
Shareholder Relations Department
P.O. Box 11258

Church Street Station

New York, NY 10286

(800) 457-2983
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SPECIAL WARRANTY DEED

(SPRING VALLEY-ADA)

THIS SPECIAL WARRANTY DEED made this 07‘-/{'5 day of ;—m! [, 2003,
between SPRING VALLEY LIVESTOCK COMPANY, INC., an Idaho ’corporation
(“Grantor”), and FIRST AMERICAN TITLE INSURANCE COMPANY, a California
corporation, as TRUSTEE OF THE DUAL BENEFICIARY TRUST CREATED PURSUANT
TO THE SUBDIVISION TRUST AGREEMENT DATED OCTOBER 8, 2003, as amended
(“Grantee™), as said Subdivision Trust Agreement was.entered into between Grantor, Grantee
and SUNCOR DEVELOPMENT COMPANY, an Arizona corporation (“SunCor”), as Second
Beneficiary thereunder, and together with the Contribution Agreement executed
contemporaneously therewith by Grantor and SunCor, is evidenced by a Memorandum of
~Agreements recorded October 22, 2002, as Instrument No. 102121552, Official Records of Ada
County (all rights, title and interest of SunCor under said Subdivision Trust Agreement and said
Contribution Agreement having been assigned by SunCor to SPRING VALLEY
DEVELOPMENT LLC, an Idaho limited liability company [“SV Development”]), witnesseth:

o

That Grantor, for and in consideration of the sum of Ten Dollars and No Cents ($10.00),
and other goodand valuable consideration, the receipt and sufficiency whereof is hereby
acknowledged, does, by these presents, convey unto Grantee and its successors and assigns
forever upon and pursuant to the terms of the aforerhentioned Subdivision Trust Agreement and
the Contribution Agreement, all the following described real estate situated in the County of

‘ Ada, State of Idaho.

SEE SCHEDULE I ATTACHED HERETO AND
~ INCORPORATED HEREIN.

Together with all and singular the tenements, hereditaments, and appurtenances thereunto

. belonging or in anywise appertaining, the rents, issues and profits thereof, including all water
- rights, permits and licenses appurtenant thereto; and all estate, right, title and interest in and to
the property, as well in law as$ in equity, except as expressly provided otherwise herein. To have

O

SPECIAL WARRANTY DEED - 1~

41397.0001.7111434
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and to hold, all and singular the above-described premises together with the appurtenances unto
Grantee and its successors and assigns forever.

SUBJECT TO the provisions of the aforementioned Subdivision Trust Agreement and
the Contribution Agreement which govern the duties and responsibilities of Grantor, Grantee and
SV Development and survive the recording of this deed, and those exceptions to title set forth in
SCHEDULE 1I attached hereto and made part hereof, Grantor makes no covenants or. warranties
with respect to title, express or implied, other than (i) that previous to the date of this instrument,
neither Grantor nor Grantor’s immediate predecessor in interest (Colin McLeod III and Teresa
McLeod, husband and wife) have conveyed the same estate, or any right, title or interest therein,
to any person other than Grantee and (ii) that such estate is at the time of the execution of this
instrument free from encumbrances done, made or suffered by Grantor or Grantor’s immediate

predecessor in interest, or any person claiming under Grantor or Grantor’s immediate
predecessor in interest.

GRANTOR:

SPRING VALLEY LIVESTOCK COMPANY,
INC, an Idaho corporation

Bym

Its
'STATE OF IDAHO )
) ss.
County of Pfolﬁ\ )
On this ZH day of July, 2003, before me Fifz.smcm& Notary

Public in and for said Stat, personally appeared k N Leoa( T(T , known to me
to be RS & of SPRING VALLEY LIVESTOCK COMPANY INC.,
the corporatfion that executed the within instrument or the person who executed the instrument on
behalf-of said corporation, and acknowledged to me that such corporation executed the same.

WITNESS MY HAND and official seal hereto affixed the day, month and year in this
certlﬁcate ﬁrst abe ”" ttep

SPECIAL WARRANTY DEED -2
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Legal Description
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Recording Requested By and
When Recorded Return to:

First American Title Insurance Company
4801 East Washington Street

Phoenix, AZ 85034 -

Phone: (602) 685-7000

{SPACE ABOVE THIS LINE FOR RECORDER'S USE ONLY)

SPECIAL WARRANTY DEED
(SPRING VALLEY-ADA)

(OMITTED PARCEL IN SECTION 1, TSN R1E)

THIS SPECIAL WARRANTY DEED made thj§72C m:day of ézéfaﬂ-nl 2004,
betiveen SPRING VALLEY LIVESTOCK COMPANY, INC, an Idaho corporation
(“Grantor”), and FIRST AMERICAN TITLE INSURANCE COMPANY, a California
corporation, as TRUSTEE OF THE DUAL BENEFICIARY TRUST CREATED PURSUANT
TO THE'SUBDIVISION TRUST AGREEMENT DATED OCTOBER 8, 2003, as amended
(“Grantee™), as said Subdivision Trust Agreement was entered info between Grantor, Grantee
and SUNCOR DEVELOPMENT COMPANY, an Arizona corporation (“SunCor”), as Second
Beneficiary thereunder, and together with the Contribution Agreement executed
* contemporaneously therewith by Grantor and SunCor, is evidenced by a Memorandum of
Agreements recorded October 22, 2002, as Instrument No. 102121552, Official Records of Ada
County (all rights, title and interest of SunCor under said Subdivision Trust Agreement and said
Contribution Agreement having been assigned by SunCor to SUNCOR IDAHO, LLC, an Idaho

limited liability company [“SunCor Idaho™]), witnesseth:

That Grantor, for and in consideration of the sum of Ten Dollars and No Cents ($10.00),
and other good and valuable consideration, the receipt and sufficiency whereof 1s hereby

acknowledged, does, by these presents, convey unto Grantee and its successors and assigns
forever upon and pursuant to the terms of the aforementioned Subdivision Trust Agreement and

the Contribution Agreement, all the following described real estate situated in the County of
Ada, State of Idaho.

SEE SCHEDULE 1 - ATTACHED HERETO AND
INCORPORATED HEREIN. :

SPECIAL WARRANTY DEED - 1



O
»

DA )

. Together with all and singular the tenements, hereditaments, and appurtenances thereunto
belonging or in anywise appertaining, the rents, issues and profits thereof, including all water
rights, permits and licenses appurtenant thereto; and all estate, right, title and interest in and to
the property, as well in law as-in equity, except as expressly provided otherwise herein. To have
and to hold, all and singular the above-described premises together with the appurtenances unto
Grantee and its successors and assigns forever.

SUBJECT TO the provisions of the aforementioned Subdivision Trust Agreement and
the Contribution Agreement which govern the duties and responsibilities of Grantor, Grantee and
SunCor Idaho and survive the recording of this deed, and thiose exceptions to title set forth in
SCHEDULE TI attached hereto and made part hereof, Grantor makes 10, covenants or warranties
with respect to title, express or implied, other than that previous to the date of this instrument,
Grantor has not conveyed the same estate, of any right, title or interest therein, to any person
other than Grantee and that such estate is at the time of the execution of this instrument free from
encumbrances done, made or suffered by the Grantor, or any person claiming under Grantor.

GRANTOR:

SPRING VALLEY LIVESTOCK COMPANY,
INC, an Idaho corporation ‘

Its%@%?é.

SPECIAL WARRANTY DEED -2
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STATE OF IDAHO )

_ } ss.
County of Epmrof ol

)
On thi#a P%:ay of /ééffvwf-'y_, 2004, before me, \.JOM [~ F-r & s

a Notary Public in and for said State, fersopally appeared Ce/7 fuAicocl JI1 ,
¥nown to me to be Fb e p—cscdeed of SPRING VALLEY LIVESTOCK

. COMPANY, INC., the corporétion that executed the within instrument or the person who

executed the instrament on behalf of said corporation, and acknowledged to me that such

corporation executed the same.
WITNESS MY HAND and official seal hereto affixed the day, month and year.in this
certificate first above written. '
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F{oylance & Associates P.A. Engineers « Surveyors s« Landplanners

'391 W. State Street, Suite E, Eagle, ldaho 83616

Telephone (208) 939-2824 Fax (208) 939-2855

August 21, 2003
Project No: 2408

Legal Description
Suncor Development Company
Spring Valley Livestock Company property in Ada County

A tract of land located in Township 5 North, Range 1 East, Boise Meridian, Ada County, Idaho
described as follows: : S

In Section 1, the East One Half of the Southeast One Quarter.

Subject to all existing easements and rights-of-way, recorded or prescriptive.

Prepared By: ROYLANCE & ASSOCIATES P.A.
391 W. STATE STREET, SUITE E
EAGLE, IDAHO 83616
208-939-2824
208-939-2855 (FAX)

X:\Projccts\Suncor\240B\ADMIN\LEGALS\chaI-E12SEI4T5NR1E—Spring.doc
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Roylance & Associates P.A. : __Engineers « Surveyors « Landplanners

391 W. State Street, Suite E, Eagle, Idaho 83616 - Telephone (208) 939-2824 Fax (208) 939-285¢

July 22, 2003
Project No: 2408

Legal Description
Suncor Development Company
McLeod Properties located in Ada County

A ‘tract of land located in Township 5 North, Range 1 East, Boise Meridian, Ada County, Idaho

descnbed as follows:
In Section 1, those portions of Government Lot 1, the South One Half of the Northeast One

Quarter lymo in Ada County, the West One Half of the Southeast One Quarter and the Southeast
One Quarter of the Southwest One Quarter.

In Section 3, the East One Half of the Southwest One Quarter and the Southeast One Quarter
and, '

In Section 4, the South One Half and the South One Half of the Northwest One Quarter and;

In Section 5, the Northeast One Quarter of the Southeast One Quarter and;
In Section 8, the South One Half of the Northeast One Quarter, the East One Half of the
- Northwest One Quarter, the North One Half of the Southwest One Quarier and the Southwest

One Quarter of the Southwest One Quarter and;
In Section 10, the Southeast One Quarter of the Northeast One Quarter, and,

In Section 11, the South One Half of the Northwest One Quarter, and;

X:AProjects\Suncori2408\ADMINVLEG ALS\Legal-McLeod_ada.doc
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July 24, 2003

In Section 12, the Northeast One Quarter of the Northﬁvest One Quarter and the Northwest One
Quarter of the Northeast One Quarter, and;

In Section 17, the Northwest One Quarter, the North One Half of the Southwest One Quarter,
and; ‘ :

/)'f_- Subject to all existing easements and rights-of-way, recorded or prescriptive.
b/ :

Prepared By: ROYLANCE & ASSOCIATES P.A.
391 W. STATE STREET, SUITEE
EAGLE, IDAHO 83616
208-939-2824
208-939-2855 (FAX)

X:\Proj ects\Spncor\MOS\ADMD\l\LEGALS\ngaJ -McLeod_ada.doc
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Roylanoe & Associates P.A. 7 Engineers » Surveyors ¢ Landplanners

391 W. State Sireet, Suite E, Eagle, idaho 83616 Telephone {208) 939-2824 . Fax (208) 939-2855

July 24, 2003
Project No: 2408

Legal Description
Suncor Development Company
Spring Valley Livestock Company properties in Ada County

AND ALSO

A tract-of land located in Township 5 North, Range 1 East, Boise Meridian, Ada County, Idaho
described as follows:

In Section 1, the South One Half of the Northwest One Quarter, the North One Half of the
Southwest One Quarter, the Southwest One Quarter of the Southwest One Quarter, and the West
One Half of the Southeast One Quarter, Government Lots 3 and 4 and the portion of Government

Lot 2 lying in Ada County,
~ Except that portion conveyed to the State of Idaho for public road by deed recorded under
Instrument No. 127565 in Book 182 of Deeds, Page 23.
In Section 2, the South One Haif of the Northwest One Quarter, the South One Half and
Government Lots 3 and 4, and;
In Section 3, the South'One Half of the Northeast One Quarter, the Southeast One Quarter of the .
Northwest One Quarter and Government Lots 1, 2, 3 and 4, and; :
-In Section 4, the Southeast One Quarter of the Northeast One Quarter and Government Lots 1
and 4, and,
In Section 5, the South One Half of the Northeast One Quarter and Government Lots 1 and 2,
and;
In Section 7, the Southwest One Quarter of the: Southcast One Quarter and the Southeast One
Quarter of the Southwest One Quarter, and;
In Section 8, the Southeast One Quarter of the Southeast One Quarter, and;

In Section 9, the Northwés_t Orne Quarter, the South One Half, the N orth One Half of the

X:\Projects\Suncor\2408\ADMINALEGALS\Legal-Spring Valley_ada.doc
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Page 2 of 4
July 24, 2003

Northeast One Half and the Southwest One Quarter of the Northeast One Quarter, and;
In Section 10, the Southwest One Quarter, and, '

- In Section 11, the North One Half of the Northeast One Quarter, and;

In Section 12, the South-One Half, the West One Half of the Northwest One Quarter, the
Southeast One Quarter of the Northwest One Quarter, the East One Half of the Northeast One
Quarter and the Southwest One Quarter of the Northeast One Quarter,

Except from the Southwest One Quarter of the Southwest One Quarter of said Scchonl?. a one
acre parcel for a school house lot reserved in Sheriff’s Deed recorded under Instrument No.
143440 in Book 183 of Deeds, page 171.

In Section 13, the North One Half, the Southeast One Quaner and the North One Half of the
Southwest One Quarter, and; .

In Section 24, the North One Haif of the Northeast One Quarter.

AND ALSO

A tract of land located in Township 5 North, Range 2 East, Boise Meridian, Ada County, Idaho
described as follows:

In Section 6, all portions which lie within Ada County,

Except that portion conveyed to the State of Idaho for public road by deed recorded under
Instrument No. 127565 in Book 182 of Deeds, Page 23. :

And except that portion conveyed to the State of Idaho by deed recorded under Instrument No.

- 191535 in Book 235 of Deeds, Page 542. And except that portion conveyed to the State of Idaho

by deed recorded under Instrument No. 8514764.
In Section 7, all portions which lie within Ada County,'

Except that portion conveyed to the State of Idaho by deed recorded under Instrument No.
160917 in Book 208 of Deeds, Page 611.

And except that portion conveyed to the State of Idaho by deed recorded under Instrument No.
191535 Book, Page 542.

X:\Projects\Suncor\2408\ADMIN\LEGALS\Legal-Spring Valley_ada.doc
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July 24, 2003

f'f-\j
' And except that portion conveyed to the State of Idaho by deed recorded under Instrument

No. 8514764.

In Section 8, those portions of the Southwest One Quarter and the Southwest One Quarter of the
Southeast One Quarter lying in Ada County, and;

In Section 17, the West One Half of the West One Half the Southeast One Quarter of the South

‘West One Quarter, the 3
.o,ﬁ-t.he-SoutheasLOne-Quateﬁ-the Northeast One Quarter of the Northwest One Quarter and those

portions of the North One Half of the Northeast One Quarter lying in Ada County, and;

All of Section 18, Except that portion conveyed to the State of Idaho for public road by deed
recorded under Instrument No. 127564 in Book 182 of Deeds, Pages 21 and 22.

And except that portion conveyed to the State of Idaho by deed recorded under Instrument
No. 160917 in Book 208 of Deeds, Page 611. '

And exceﬁt that portion conveyed to the State of Idaho by deed recorded under Instrument
No. 610585.

And except that portion conveyed to the State of Idaho by deed recorded under Instrument
No. 8514764.

In Section 19, the North One Half of the Northeast One Quarter, the-Bast-OpeHalfof the—
) —Southeast One-Quaster-the East One Half of the Northwest One Quarter and Government Lot 1,
(",

Except that portion conveyed to the State of Idaho for a right-of-way for a Public Highway by
deed recorded under Instrument No. 160903 in Book 208 of Deeds, Page 595.
And except that portion conveyed to the State of Idaho by deed recorded under Instrument No.
160917 in Book 208 of Deeds, Page 611. . :
And except that portion conveyed to Ada County for Healy Toll Road by deed recorded under
Instrument No. 19780 in Book 74 of Deeds, Page 254.

~ And except that portion conveyed to the State of Idaho by deed recorded under Instrument No.
610585. And except that portion conveyed to the State of Idaho by deed recorded under
Instrument No. 645947.

X:\Projects\'Sunc_or\2408\ADMI]\‘\LEGALS\L¢gaJ-Spring Valley_ada.doc
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Prepared By: ROYLANCE & ASSOCIATES P.A.
391 W. STATE STREET, SUITEE
BEAGLE, IDAHO 83616
208-939-2824 .
208-939-2855 (FAX)

XAProjects\Suncor2408\ADMIN\LEGALS\Legal-Spring Vallcy_.ada.doc
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EXHIBIT D)-|

WILLOW CREEK PROPERTY

All portions of the following parcels located northeast of Willow Creek Road in Ada
County, Idaho:

SE1/4SW1/4 of Section 7, TSN, R1W, Boise Meridian, Ada County, Idaho
NW1/4SW1/4 of Section 17, TSN, R1W, Boise Meridian, Ada County, Idaho

NE1/4SE1/4, SE1/4NE1/4, NW1/4NE1/4, NE1/ANW 1/4 of Section 18, TSN, R1W,
Boise Meridian, Ada County, Idaho

41397 0001 8593491
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Instrument # 191847
IDAHC CITY, BOISE COUNTY, IDAHQ

2003-07-25 03 24:18 .. No. 0f Pages. 12
. Recorded for : PIO F
Recording Requested By and - RORAA. C# 07716,
When Recorded Return to: Ex-Officlo Réderder-Bopubiziifug /5
) Index to: DEEDS

First American Title Insurance Cormpany
4801 East Washington Street

Phoenix, AZ 85034

Phone: (602) 685-7000

. (SPACE ABOVE THIS LINE FOR RECORDER'S USE CNLY)

SPECIAL WARRANTY DEED

(SPRING VALLEY-BOISE)

THIS SPECIAL WARRANTY DEED made this o”‘/ e day of oJu f, , 2003,
between SPRING VALLEY LIVESTOCK COMPANY, INC., an Idaho " corporation
(“Grantor”), and FIRST AMERICAN TITLE INSURANCE COMPANY, a California
corporation, as TRUSTEE OF THE DUAL BENEFICIARY TRUST CREATED PURSUANT
TO THE SUBDIVISION TRUST AGREEMENT DATED OCTOBER 8, 2003, as amended
(“Grantee”), as said Subdivision Trust. Agreement was -entered into between Grantor, Grantee
and SUNCOR DEVELOPMENT COMPANY, an Arizona corporation (“SunCor”), as Second
Beneficiary -thereunder, and together with the Contribution Agreement executed
contemporaneously therewith by. Grantor and SunCor, is evidenced by a Memorandum of

-Agreements recorded October 22, 2002, as Instrument No. 187819, Official Records of Boise

County (all rights, title and interest of SunCor under said Subdivision Trust Agreement and said
Contribution Agreement having been assigned by SunCor to SPRING VALLEY
DEVELOPMENT LLC, an Idaho limited liability company [“SV Development”]), witnesseth:

That Grantor, for and in consideration of the sum of Ten Dollars and No Cents ($10.00),
and other good-and valuable consideration, the receipt and sufficiency whereof is hereby
acknowledged, does, by these presents, convey unto Grantee and its successors and assigns
forever upon and pursuant to the terms of the aforementioned Subdivision Trust Agreerent and
the Contribution Agreement, all the following described real estate situated in the County of
Boise, State of Idaho. '

SEE SCHEDULE 1 ATTACHED HERETQO AND
INCORPORATED HEREIN,

Together with all and singular the tenements, hereditaments, and appurtenances thereunto

- belonging or in anywise appertaining, the rents, issues and profits thereof, including all water
- rights, permits and licenses appurtenant thereto; and all estate, right, title and interest in and to

the property, as well in law as in equity, except as expressly provided otherwise herein. To have

SPECIAL WARRANTY DEED -1
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and to hold, all and singular the above-described premises together with the appurtenances unto

Grantee and its successors and assigns forever.

~ SUBJECT TO the provisions of the aforementioned Subdivision Trust Agreement and
the Contribution Agreement which govern the duties and responsibilities of Grantor, Grantee and
SV Development and survive the recording of this deed, and those exceptions to title set forth in

SCHEDULE II attached hereto and made part hereof, Grantor makes no covenants or warranties
with respect to title, express or implied, other than that previous to the date of this instrument,

Grantor has not conveyed the same estate, or any right, title or interest therein, to any person
other than Grantee and that such estate is at the time of the execution of this instrument free from

encumbrances done, made or suffered by the Grantor, or any person claiming under Grantor.

GRANTOR:

SPRING VALLEY LIVESTOCK COMPANY,
INC, an Idaho corporation

By @%{

Its 745&4

STATE OF IDAHO )
) ss.

County of ‘RCLO\ )

On this 2 day of July, 2003, before me, % 8\!\&4 F ZSpm IS, a Notary
| , known to me

Public in and for said State, personally appeared Colin Mel_end (
of SPRING VALLEY LIVESTOCK COMPANY, INC,,

to be Red
the corporation that executed the within instrument or the person who executed the instrument on
behalf of said corporation, and acknowledged to me that such corporation executed the same.

WITNESS MY HAND and official seal hereto affixed the day, month and year in this
/

Notary Public for the Stajfg, of Idaho

- 7 ___;_‘i'%:‘ O’[’A ‘., ‘z‘%
| - RS EY - an
k) o N %’ﬂ@wi gd? E Residing at ( :
""" ERENPN O F 5 My commission expires [[-]b-200%
L0, UB\WN S QO § S
% METTTT Lt §

DPEER«?
41397.0001.7111443
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Roylanoe & Associates P.A. Engineers » Surveyors = Landplanners

391 W, State Street, Suite E, Eagle, ldaho 83616 Telephone (208) 939-2824 Fax (208) 939-2855

July 24, 2003
Project No: 2408

Legal Description
Suncor Development Company
Spring Valley Livestock Company properties in Boise County

A tract of land located in Township 5 North, Range 1 East, Boise Meridian, Boise County, Idaho
described as follows:

In Section 1, the portions of the Northeast One Quarter which lie within B01se County including
Government Lots 1 and 2, and; ) :

AND ALSO

A tract of land located in Township 6 North, Range 2 East, Boise Meridian, Boise County, Idaho
described as follows:

In Section 7, the East One Half of the Southwest One Quarter, and Government Lots 3,4, 10,
and 11, and;

A parcel of land situated in the Southeast One Quarter of the Southeast quarter of Section 17,
Township 6 North, Range 2 East, Boise Meridian, Boise County, Idaho, as shown on the Record
of Survey filed under Instrument No. 167338 in the Office of the Boise County Recorder, Idaho

" City, Idaho, said parcel being described as follows:

Beginning at an iron pin with an aluminum cap marking the Southeast comner of said
Section 17,

Thence along the East boundary of said Section 17 North 00°33 29” East a distance of .
595.84 feet to a point on a curve on the Easterly right of way boundary of old Highway
55,FAP F. 129-(13), ,

Thence along the said Easterly right of way boundary along the arc of a curve to the right
having a radius of 722.96 feet, a central angle of 06°37°36”, a length of 83.62 feet and a
long chord which bears South 29°27°18” West a distance of 83.57 feet to a point of spiral
curve,

Thence continuing along the arc of a spiral curve to the right having a long chord which
bears South 37°37°26” West a distance of 169.50 feet to a point of tangent;

Thence South 40°16°06” West a distance of 220.75 feet to a point of spiral curve,

Thence continuing along the arc of a spiral curve to the Jeft-having a long chord which
bears South 3.7°56’40_” West a distance of 130.15 feet to a point of curve, :

X;\ProjecLS\S'uncor\2408\ADMI'I\T\LBGALS\I..e_ga.1-Spﬁng Valley_boise.doc
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Thence continuing along the arc of a curve to the left having a radius of 419.52 feet, a
central angle of 17°08°36”, a length of 125.52 feet and a long chord which béars South
24°09°05” West a distance of 125.06 feet to a point on the South boundary of said

Section 17,
Thence along the said South boundary, South 89°30° 00” East a distance of 412.67 feet, to

the point of beginning.

In Section 18, the West One Half of the Northeast One Quarter, the East One Half of the
Northwest One Quarter, the Northeast One Quarter of the Southwest One Quarter and

Govemm_cnt Lots 1, 2, 3 and 4, and;
In Section 19, the Southeast One Quarter, the South One Half of the Northeast One Quarter and
the Southwest One Quarter, and;

All of Section 20, Except that portion thereof lying within the following:

A tract of land situated in the Northeast quarter of Section 20 and the Southeast quarter of the
Southeast quarter of Section 17, all in Township 6 North, Range 2 East, Boise Meridian, Boise

County, Idaho, said tract being described as follows:

Commencing at a steel pin set to mark the Southwest corner of said Section 17,

Thence along the Southerly line of said Section 17 South 89°10°42” East a distance of
2624.35 feet to a found stone monumenting the South quarter corner of said Section 17;
Thence continuing along the Southerly line of said Section 17 South §9°30°00” East a
distance of 1279.86 feet to a steel pin, said steel pin being the point of beginning;

Thence leaving the Southerly line of said Section 17 and following an existing fence
South 00°01°36” West a distance of 1397.07 feet to a steel pin on the Westerly right of

way of old Highway 55,
Thence following the Westerly right of way of old Highway 55 the following courses and

distances:

Thence North 00°00°00” East a distance of 152.83 feet along the arc of a non-tangent
circular curve to the right, said curve having a radius of 722.96 feet, a central angle of
12°06°43”, a chord bearing of North 53°01°44" East and a chord distance of 152.54 feet
to a steel pin,

Thence along the arc of a spiral curve to the right, said spiral having a Jong chord bearing
of North 63°56°27" East and a chord distance of 169.52 feet to a right-of-way moni;x_ncnt;‘
Thence North 66°35°06” East a distance of 83.38 feet to a right-of-way monument;
Thence along the arc of a spiral curve to the left, said spiral having a long chord bearing
of North 64°29°08” East and a chord distance of 132.25 feet to a steel pin,

Thence North 00°00°00” East a distance of 641.23 feet along the arc of a circular curve to
the left, said curve having a radius of 486.62 feet, a central angle of 75°30°00”, a chord
bearing of North 22°05°06” East and a chord distance of 395.83 feet to a steel pin,
Thence along the arc of a spiral curve to the left, said spiral having a long chord bearing
of North 20°18°55” West and a chord distance of 132.23 feet to a right-of-way
monument,

Thence along the arc of a spiral curve to the right, said splral having a long chord bearing
of North 19°45’14” West and a chord distance of 169.62 feet to a steel pin,

X_:\Projects\S'uncqr\2403\.ADMII\I\LEG ALS\Legal-Spring Valley_boise.doc
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Thence North 00°00°00” West a distance of 302.58 feet along the arc of a circular curve
to the right, said curve having a radius of 719.52 feet, a central angle of 24°05°40”, a
chord bearing of North 02°49°21” West and a chord distance of 300.35 feet to a point,
Thence North 00°00°00” East a distance of 295.09 feet along the arc of a circular curve to
the right, said curve having a radius of 719.52 feet, a central angle of 23°29°54”, a chord
bearing of North 20°58°26™ East and a chord distance of 293.03 feet to a steel pin,
Thence along the arc of a spiral curve to the right, said spiral having a long chord bearing
of North 37°36°26" East and a chord distance of 169.62 feet to a right of way monument;
Thence North 40°16’06™ East a distance of 220.75 feet to a steel pin,

Thence along the arc of a spiral curve to the left, said spiral baving a long chord bearing
of North 37°57°25” East and a chord distance of 130.27 feet to a stee] pin,

Thence North 00°00°00” East a distance of 303.89 feet along the arc of a circular curve to
the left, said curve having a radius of 422.96 feet, a central angle of 41°10°00”, a chord
bearing of North 12°11°06” East and a chord distance 297.40 feet to a steel pin,

Thence along the arc of a spiral curve to the left, said spiral having a long chord bearing
of North 13°35°13” West and a chord distance of 130.27 feet to a right-of-way
monumeit,

Thence North 15°53°54” West a distance of 2.38 feet to a right-of-way monument,
Thence along the arc of a spiral curve to the right, said spiral having a long chord bearing
of North 13°15°14” West and a chord distance of 169.50 feet to a steel pin,

Thence North 00°00°00” West a distance of 43.29 feet along the arc of a circular curve to
the right, said curve having a radius of 722.96 feet, a central angle of 03°25°52", a chord
bearing of North 06°40°58” West and a chord distance of 43.29 feet to a point on the
Northerly line of the Southeast quarter of the Southeast quarter of said Section 17,
Thence leaving said Westerly right-of-way and following the Northerly line of the
Southeast quarter of the Southeast quarter of said Section 17 North 89°20°25” West a
distance of 981.45 feet to a steel pin monumenting the Northwest comer of the said
Southeast One Quarter of the Southeast One Quarter,

Thence along the Easterly line of the said Southeast One Quarter of the Southeast One
Quarter South 00°14°18” West a distance of 1313.12 feet to a steel pin monumenting the
Southeast comer of the Southeast One Quarter of the Southeast One Quarter,

Thence North 89°30°00" West a distance of 7.16 feet to a steel pm said pin being the

point of beginning.

And Except that portion conveyed to the State of Idaho by the Deed recorded under Instruﬁlent
‘No. 126533.
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in Section 28, the North One Half, the North One Half of the South One Half and the Southeast
One Quarter of the Southeast One Quarter, and;

All portions of Section 29, Except those portions conveyed to the State of Idaho by the Deeds
recorded under Instrument No’s 116461 and 126533.

All portions of Section 30, Except that portion thereof conveyed to the State of Idaho by the
Deed recorded under Instrument No. 116461.

In Section 31, the East One Half, the East One Half of the Southwest One Quarter, the East One
Half of the Northwest Oné Quarter, and Government Lots 2, 3, and 4, Except that portion
conveyed to the State of Idaho by the Deed recorded under Instrument No. 116461.

In Section 32, the North One Half, the Southwest One Quarter, the North One Half of the
Southeast One Qua_rter and the Southwest One Quarter of the Southeast One Quarter, and;

In Section 33, the West One Haif of the West One Half, and the Southeast One Quarter of the
Southwest One Quarter, and;

AND ALSO

A tract of land located in.Township 5 North, Range 2 East, Boise Meridian, Boise County, Idaho
described as follows:

In Section 4, Government Lots 1, 2 and 3, the South One Half of the Northeast One Quarter, the
Southwest One Quarter and the South One Half of the Northwest One Quarter, and,;

In Section 5, Government Lots 2, 3 and 4, the South One Half of the North One Half and the
South One Half, and;

In Section 6, all portions which lie within Boise County including but not limited to that portion
of abandoned highway right of way as evidenced by Instrument No. 134123, Except those
portions conveyed for road right-of-way by deeds recorded under Instrument Numbers 46769

‘and 116461.
Tn Section 7, all portions which lie within Boise County, and;

In Section 8, the North One Half of the Northwest One Quarter, the Southeast One Quarter of the
Northwest One Quarter, the South One Half of the Northeast One Quarter, the Northeast One

_Quarter of the Nertheast One Quarter, the East One Half of the Southeast One Quarter, those

portions of the Southwest One Quarter of the Southeast One Quarter and the Southwest One
Quarter lying in Boise County, and; '

In Section 9, the North One Half of the Northwest One Quarter and the West One Half of the
Northeast One Quarter, and;
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In Sections 17, those portions of the North One Half of the Northeast One Quarter which lie
within Boise County, and;

Subject to all existing easements and rights-of-way, recorded or prescriptive.

Prepared By: ROYLANCE & ASSOCIATES P.A.
391 W. STATE STREET, SUITEE
EAGLE, IDAHO 83616
208-939-2824
208-939-2855 (FAX)
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SPECIAL WARRANTY DEED

(SPRING VALLEY-GEM)

THIS SPECIAL WARRANTY DEED made this ,Q‘ﬁ'ﬁ day of QLJ 4 , 2003,
between SPRING VALLEY LIVESTOCK COMPANY, INC., an Idaho /corporation
(“Grantor”), and FIRST AMERICAN TITLE INSURANCE COMPANY, a California
corporation, as TRUSTEE OF THE DUAL BENEFICIARY TRUST CREATED PURSUANT
TO THE SUBDIVISION TRUST AGREEMENT DATED OCTOBER 8, 2003, as amended
(“Grantee”), as said Subdivision Trust Agreement was entered into between Grantor, Grantee
and SUNCOR DEVELOPMENT COMPANY, an Arizona corporation (“SunCor™), as Second
Beneficiary thereunder, and together with the Contribution Agreement executed
contemporaneously therewith by Grantor and SunCor, is evidenced by a Memorandum of
Agreements recorded October 22, 2002 as Instrument No. 225011, Official Records of Gem

'County, Idaho (all rights, title and interest of SunCor under said Subdivision Trust Agreement

and said Contribution Agreement having been assigned by SunCor to SPRING VALLEY
DEVELOPMENT LLC, an Idaho limited liability company [“SV Development™]), witnesseth:

That Grantor, for and in consideration of the sum of Ten Dollars and No Cents ($10.00),
and other good and valuable consideration, the receipt and sufficiency whereof is hereby
acknowledged, does, by these presents, convey unto Grantee and its successors and assigns
forever upon and pursuant to the terms of the aforementioned Subdivision Trust Agreement and
the Contribution Agreement, all the following described real estate sjtuated in the County of
Gem, State of Idaho.

SEE  SCHEDULE I.- ATTACHED HERETO AND
INCORPORATED HEREIN.

Together with all and singular the tenements, hereditaments, and appurtenances thereunto
belonging or in anywise appertaining, the rents, issues and profits thereof, including all water
rights, permits and licenses appurtenant thereto; and all estate, right, title and interest in and to
the property, as well in law as in equity, except as expressly provided otlierwise herein. To have

| INSTRU. Nom
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and to hold, all and singular the above-described premises together with the appurtenances unto
Grantee and its successors and assigns forever.

SUBJECT TO the provisions of the aforementioned Subdivision Trust Agreement and
the Contribution Agreement which govern the duties and responsibilities of Grantor, Grantee and
SV Development and survive the recording of this deed, and those exceptions to title set forth in
SCHEDULE 1I attached hereto and made part hereof, Grantor makes no covenants or warranties
with respect to title, express or implied, other than that previous to the date of this instrument,
Grantor has not conveyed the same estate, or any right, title or interest therein, to any person
other than Grantee and that such estate is at the time of the execution of this instrument free from
encumbrances done, made or suffered by the Grantor, or any person claiming under Grantor.

GRANTOR:

SPRING VALLEY LIVESTOCK COMPANY,
INC, an Idaho corporation

oy e

kY

Iis 74“"—:‘—:’

STATE OF IDAHO )
) ss.

County of ﬂo\ a )

On this QY day of July, 2003, before me, BB QV\A& # i iZ.Su}g_fm§ a Notary
Public in and for said State, personally appeared Cbl A |_eod TIT , known to me
tobe __ Presdent of SPRING VALLEY LIVESTOCK COMPANY, INC.,
the corporation that executed the within instrument or the person who executed the instrument on

behalf of said corporation, and acknowledged to me that such corporation executed the same.

WITNESS MY HAND and ofﬁciai seal hereto affixed the day, month and year in this

2o da m
Notary Public for,the Stat¥ of Idaho

Residing at
_ My commission expires __[{ — | L-—-lﬁ 0 ?
nsTRy. No A3 /484 B
ordl

PAGES
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SCHEDULE 1

Legal Description
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Royl'anoe & ASSOCi_ateS P.A. 3 Engineers » Surveyors ¢ Landplanners
391 W. State Street, Suite E, Eagle, Idaho 83616 Tg]ephone (208) 939-2824 Fax (208) 939-2855
July 22, 2003

Project No: 2408

Legal Description
Suncor Development Company
Spring Valley Livestock Company properties in Gem County

A tract of land located in Township 6 North, Range 1 East, Boise Meridian, Gem County, Idako
described as follows: _

In Section 12, Lots 1,2, 3,4, 5 and 6, and;

In Section 13,Lots 1, 2, 3, 4, 5, 6, 7 and 8, the Southeast One Quarter, the East One Half of the
Southwest One Quarter and the Southwest One Quarter of the Southwest One Quarter, and;

In Section 14, Lots 5 and 6, except any portion of the Independence and Santiago Mines, and;

In Section 22, the Southeast One Quarter, the North One Half of the Southwest One Quarter and
the Southeast One Quarter of the Southwest One Quarter, and;

In Section 23; Lots 2, 3, 5 and 6, except any portion of the Independence and Santiago Mines,
the Southeast One Quarter, the Southwest One Quarter, and the Southeast One Quarter of the

Northwest One Quarter, and;

All portions of Sections 24, 25, and 26;

In Section 27, the East One Half, the East One Half of the West One Half and the Southwest One
Quarter of the Southwest One Quarter, and;

In Section 28, the Southeast One Quarter and the Southeast One Quarter of the Northeast One
Quarter, and;

In Section 33, the East One Half, and;

In Section 34, the Northeast One Quarter, the South One Haif, the South One Half of the
Northwest One Quarter and the Northeast One Quarter of the Northwest One Quarter, and;

In Section 35, the North One Half, and the Southwest One Quarter

In Section 36, the South One Half of the Southeast One Quarter and the Northeast One Quarter
of the Southeast One Quarter, and;

Except the portions lying within the following 2 Legal Descriptions:

A tract of land situated in portions of Scctions'l?;, 14, 23 and 24, Township 6 North,
Range 1 East, Boise Meridian, Gem County, Idaho, described as follows:

Re: Amended Record of Survey filed as Instrument No. 170762, records of Gem County,
Idaho.

Commencing at the section corner common to Sections 13, 14, 23 and 24, Township 6
North, Range 1 East, marked by a found 5/8” iron pin and aluminum cap monument

stamped P.L.S. 4108;
INSTRU. NO.Z43 g/f fA
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Subject to all existing easements and rights-of-way, recorded or prescriptive.

Prepared By: ROYLANCE & ASSOCIATES P.A.

S D)
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Thence South 57°06°16” West, a distance of 656.51 feet to the Northeast comer of the
Santiago Claim of the Black Pear] Group marked by a found 5/8” iron pin P.L.S. 4108
and the real point of beginning;

Thence along the Northeast boundary of the Santiago and the Easterly boundary of the
Independence and the Deserter Claims of the Black Pearl Group the following courses

and distances:
Thence North 79°40°40”” West, a distance of 629.68 feet to a found 5/8” iron pin P.L.S.

4108,
Thence North 07°38°56” West, a dlstance of 598.85 feet to a found 5/8” iron pin P.L.S.

| 4108,

Thence North 21°58°55” West, a distance of 696.95 feet to the Northeast comer of the
Deserter Claim of the Black Pearl Group marked by a found 5/8” iron pin P.L.S. 4108;
Thence leaving the Black Pearl Group, South 79° 44°14” East, a dlsta.nce 0f 2273.98 feet

to 2 set 5/8” iron pin P.L.S. 4108,
Thence South 19°13°10” West, a distance of 1806.00 feet to a set 5/8” iron pin P.L.S.

4108,
Thence North 78°09°12” West, a distance of 829.25 feet to the Southeast corner of the

Santiago Claim of the Black Pearl Group,
Thence North 12°20°33” East, a distance of 601.51 feet, along the Easterly boundary line

of the Santiago Claim to the real point of beginning.

AND

The following described portion of Deserter, Independence and Santiago Mining Claims:

" Beginning at the Southwest corner of the Southeast One Quarter of the Southeast One

Quarter of Section 14, Township 6 North, Range 1 East, Boise Meridian, Gem County,
Idaho;

Thence South 0°0°00”, a distance of 800.1 feet,

Thence South 78°12°00” East, a distance of 227.3 feet,

Thence South 85°57°00” East, a distance of 213.67 feet,

Thence South 8°50°00” West, a distance of 28.85 feet,

Thence South 78°12°00” East, a distance 0f 216.88 feet,

Thence North 12°22°00” East, a distance of 600 feet,

Thence North 79°49°00” West, a distance of 631.1 feet,

Thence North 7°30°00” West, a distance of 600 feet,

Thence North 21°52°00” West, a distance of 194.4 feet,

Thence South 0°0°00”, a distance of 538.4 feet to the real point of beginning.

391 W. STATE STREET, SUITE E
EAGLE, IDAHO 83616

208-939-2824 . _
208-939-2855 (FAX) = - INSTRU. NOZA3Y, 7
[pags 2 or_d
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MEMORANDUM OF AGREEMENTS
(Ada County) ‘

THIS MEMORANDUM OF AGREEMENTS (“Memorandum”) is made and entered
into by and between SUNCOR DEVELOPMENT COMPANY, an Arizona corporation
(“SunCor”), SPRING VALLEY LIVESTOCK COMPANY, INC. an Idaho corporation
(“Spring Valley”), and COLIN McLEOD III and TERESA McLEOD, husband and wife, jointly
and severally (“MecLeod”) (Spring Valley and McLeod collectively referred to hereinafter as
“Spring Valley/ McLeod”).

L. SunCor and Spring Valley/McLeod have entered into that certain Contribution
Agreement, of even date herewith, and that certain Subdivision Trust Agreement, of even date
herewith (collectively, the “Agreements”), pertaining to the development and sale of
approximately 31,600 acres of real property, located in Ada County, Boise County and Gem
_County, Idaho, commonly referred to as “Spring Valley Ranch,” and more particularly described
on Exhibit A attached hereto and made a part hereof (the “Property”). Said Agreements are
incorporated herein by this reference thereto, and set forth, among other things, the interests,
rights and obligations of the parties with respect to the Property.

2. The terms, conditions and provisions of said Agreements herein shall extend to
and be binding upon the heirs, executors, administrators, grantees, successors and assigns of the
parties hereto.

- 3. In the event of any conflict between said Agreements and this Memorandum, said
Agreements shall control.

[Signatures Appear on Following Page]

Department of Water Resources
APPLICANT'S

Exhibit
Date Admltted_[__ _3_l :_Q_.(ﬁ_

MEMORANDUM OF AGREEMENTS - 1 M
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EXECUTED this 8 _ day of October, 2002.

SUNCOR: SUNCOR DEVELOPMENT COMPANY,
-an Arizona corporation

By =l
Its Y P

SPRING VALLEY: SPRING VALLEY LIVESTOCK COMPANY,
- INC, an Idaho corporation |

By m
Its %’

McLEQOD:
M

COLIN McLEOD III

S

TERESA McLEOD

STATE OF IDAHO )
' ) ss.
County of )
On this -_g__ day of October, 2002, before me, MicuAc— A, SWEET™ . a Notary
Public in and for said State, personally appeared  DWIWE 5. Pubd— , known to me
to be ViLE PL'E‘Y\OG""'I— of SUNCOR DEVELOPMENT COMPANY, the

corporation that executed the within instrument or the person who executed the instrument on
behalf of said corporation, and acknowledged to me that such corporation executed the same.

WITNESS MY HAND and official seal hereto affixed the day, month and year in this
cemﬂcate first above written.
l \\\\\““”"“”I” }

W Waead 8 0 o~

$ 2

NN Z

:5.-" “? a0 TAR y ’;_ Notary Public for the State of Idaho

;‘_*; -0 E Residing at {alwe((

2 L PypL\L S § My commission expires 5-37-04
”/,04 7 E Ol' \{)V\g\\\\

‘s

MEMORANDUM OF AGREEMENTS - 2
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STATE OF IDAHO )
) ss.
County of )
3 h

On this ﬁ:day of October, 2002, before me, 'mfcl\a.(_( %5&# &d , a Notary
Public in and for said State, personally appeared _ ( L'o lin Mse Leod T, known to me
tobe_ Pres. of SPRING VALLEY LIVESTOCK COMPANY, INC,,
the corporation that executed the within instrument or the person who executed the instrument on
behatf of said corporation, and acknowledged to me that such corporation executed the same.

WITNESS MY HAND and official seal hereto affixed the day, month and year in this
cert1ﬁcate first above written.

i,

c\%ELBS;Z:@ Wt b@\ &, ﬂ%ﬁ\

-{.

§ 7

§E R Notary Public for the State of Idah

3 2 otary Public for the State o 0

Ew; “QOTAR}’, z Residingat _ Ceddwell

z o 1k My commission expires 5-277~ 6‘4”
% LPuBLic § d

) o

TE G \0‘&\\“
STATE OF 10 4teym™ )

} ss.
County of )

ib

On this S day of October, 2002, before me, m: Q.L\ac.( B Sued' ,
a Notary Public in and for said state, personally appeared COLIN McLEOD III and TERESA
McLEOD, husband and wife, known or identified to me to be the persons whose names are

-subscribed to the foregoing instrument, and acknowledged to me that they executed the same.

WITNESS MY HAND and official seal hereto affixed the day, month and year in this

certificate first above written.
oot B2

: SIS Notary Public for the State ofIdah
\\\\\\\\ €\ B. § g% N a;y ut ic for CF i 0
S\C}e‘ ..._%\% esiding a (E] R
S§ 0T/ AT My comm1ssion expires 5. 27- oq
§ : % i 4 Y *E
S e Co= 102
2 hPuBLIC §
08
/

/,;4 'E.‘(jF 3 OP\‘Q\:\\\\\

(/)
Lttt
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|Spring Valley Ranch Acreage

10/9/02

per Prelim Title Report
’ EXHIBIT A {those portions of Core & Non-Core property in Ada County)
[ T T [ T.] [ T 1 1
Colin McLeod SVL
‘) # of Qtr Gov't Lot # of Qtr Gov't Lot
nnship | Section Qtr Sections Acres Qtr Sections Acres
. Excl Excl f Excl Excl
TOSNO1E 1 Gov't Lot 1; § 1/2 OF NE 1/4; NW 1/4; N 172 Of SW 1/8; SW 1/4 of
Gow't Lot 1, Sect. 1 W 172 Of SE 1/4; SE /4 OF SW 1/4 * SW 1/a; E 1/2 OF SE 1/8; NW 1/8 of
partially In Ada NE /4 *
2 Boise County 2 Gov't Lots 3 & 4; § 1/2 of NW 1/4;
SW 174; SE 114
The remalnder 3 [E1rofswe;sE14 |covt Lots 1,2,3.4; 5172 of NE 18
OF this Section SE 1/4 of NW 1/8
is in 4 |s120fNw 145172 Gov't Lots 1 & 4; SE /4 of NE 1/4;
Ada County 5 |NE1MofsEa Gov't Lots 1 &2; 5 172 oF NE 1/4
7 |covtiota SE 1/4 OF SW 1/4; SW 1/4 of SE 1/4
8  |51/2 0F NE 1/4; E 172 of NW 1/4; SE 1/4 Of SE 1/4
N 172 Of SW 1/4; SW 1/4 oF SW 1/a
9 N 1/2 OF NE 1/4; SW /4 Of NE 1/4;
NW 1/8; § 172
10 [set/aofNE SwW 1/a
11 |s12ofnw1a N 1/2 Of NE 1/
12 |NW 1/ of NE 4/4; NE 1/a 0f NW 1/4; S 172 of N 1/2; NW 1/4 of NW 1/4;
NE 1/4 Of NE 1/8; 5172 *
13 N 1/2; N 172 of SW 1/4; SE 1/4
17 |NW 1/4; N 172 oF SW 174
18 |covtlots1and2 NW 1/4 O NE 1/4; § 1/2 of NE 1/4;
E 1/2 0F NW 1/4; E 172 Of SW 1/4;
[se 172
19  |covtlots1and2 [NE 1/3; £ 172 oF mw 173; 5E 178
20 SW 1/4 of NW 1/4; W 172 of SW 1/4
24 N 172 of NE 1/4
TOSNO2E 4 Gov't Lots 1,2,3; 5 172 of NE 1/4;
Boise County: 5 1/2 OF NW 1/4; SW 1/4
"~ property 5 Gov'tLots 2,3,4: 512 0f N 172,
1In Sect. 512
,10,14,15, 6 All *
/6,23 &24 7 Al*
& those portions| 8 S 1/2 within Ada Cty; NE 172 of NE 1/4;
of Sect. 6,7,8, 5 1/2 Of NE 1/8; N /2 Of NW 1/4; SE 1/4
17,21,22in Of NW 1/4; NE 1/4 of SW 1/4 In Bolse
Bolse County Cty; SE 144; S 12 0 5172
within Boise Cty
Ada County: - 9 W 172 of NE 1/4; N 172 of NW 174
All property 10 NE 1/4 of NE 1/4; § 172 of NE 1/4; SE 1/4
listed in Sect. of SW 1/8; NW 174 &5 172 Of SE 1/

18,19,20,27,28, 14

29,30 and those| 15

portions of
Sections 6,78, 16
17,218 22 17
within Ada
County
18
19
20
21 [Nw 14 OFNE1/A*
22
23
24
27
28
29
30
) NOTW 10
Ada County 11 [sw 1/4 OF NE 1/4; 5 172 of N 1/4;

512

12 [SE 174 of NW 1/4; N 172 of SW 1/8;

51/20f512

N 172 of NE 1/4; NE 1/0 of NW 1/4;

5 172 of NW 1/a; SW 14

SE 1/4 of SE 1/4

N 172 of NE 1/4; N 172 of NW 1/4;

SW 174 of NW 1/4; W 172 of SW 1/4;

SE 1/4 of SW 1/4; NW 1/4 of SE 1/4

5172 of SE 1/4

All*

N 172 of N 1/2; SE /4 of NW 1/4;

E1/20fSE1/4 *

All *

All except NW 1/4 of NE 1/4 *

All

N 1/2; N 172 of SW 1/4; N 1/2 of SE 1/4; b

SE 1/4 of SE 1/4

NW 1/4

NW /4 of NW 1/4

N1RofN12

N 172 of NW 1/4

N 1/2 of NE 1/4; SE 1/8 of NE 1/4;

E 172 of NW 1/4; Cov't Lot 2 *

E 172 of SE 1/4

G e




Spring Valley Ranch Acreage ) ) 10s02
per Prelim Title Report s
’ EXH |BIT A (thos2 portions of Core & Non-Core property in Ada County)
I | [ I T | I I | I
Colin McLeod SVL
) # of Qtr Gov't Lot # of Qtr Gov't Lot
vnship  [Section 0tr Sections Acres Otr Sections Acres
Excl Excl EXcl Excl
TOSNOTW 5 1/2 Of NE 1/4; SE 1/4
Ada County 13 |NE 114 of NE 1/3; Nw 172 of NE 178;
5 172 of NE 10a; 5 172 0f NW 178,
|5 172 of sw 18
14 Iu 172 of NE 1/4; SE /4 of NE 1/4; N 172 of NW 1/4: SE 1/4 of SW 1/a;
| 172 of Nw 12 N 12 0F 5E 118; SW 1/4 of NE 1/a
|sw 4 of sE 178, NE 112 of sW 1
15 NE /4 of NE 1/4
22 £ vaof NE 1a; NE 1 of SE 172
23 |5 172 0F sw 1/4; NE 174 of NE 114;
|5 472 of NE 178, 5 172 of N 120;
[N 12 oF sw 18, N 172 of 58 172,
|sw 12 of & 174, v 12 of v 12
24 |51/2 of NE 1/8; W 172 of NW 1/4;
SE 1/4 of NW 1/; NE /4 of SW 1/4;
N 1/2 of SE 1/4
26 |Nw 14 of Nw
27 |NE /4 of NE /2
TOGNO1E 12 Gov't Lots 1,2,3,4,5,6
Gem County 13 Gov't Lots 1,2,3,4,5,6,7,8; SE 1/4; E 172 of
SW 1/4; SW 1/4 OF SW 1/4
14 Govtlots 546
21 Gov't Lots 4,6,7.8
22 Gov't Lots 2,3,6; NW 1/4 of SW 1/4; i
SE 1/8; NE 1/4 of NW 1/4; E 172 of SW /4
23 Gov't Lots 2,3,5,6; SE 1/4; SW 1/4; SE 1/4
Of NW /4 -]
. 24 Al
) 25 All
26 All
27 NE 1/4; SE 1/4; E 1/2 Of NW 1/4; E 172 of
SW 1/0; SW 1/4 of 5W 1/
28 SE 1/4; 5E 1/4 of NE 1/4
33 E1R
34 E 1/2; SW 1/8; E 1/2 of NW 1/4; SW /4 of
NW 174
35 N 172, SW 174
36 S /2 of SE 1/4; NE 1/4 of SW 1/a
TO6NO2E 7 Gov't Lots 3,4,10,11; E 1/2 of SW 1/ E |
Bolse County 13 NE 1/8; E 12 of NW 1/4; NE 1/8 Of SW 1/4; 13 ]
S 172 Of SW 1/4; SE 1/8
14 s 6
15 52
17 a parcel within SE /4 of §E 1/4
18 W 172 OF NE 1/4: E 172 OF NW 1/4; NE 1/4
of SW 1/4; Gov't Lots 1,2,3,4
19 5 1/2 Of NE 1/8; SW 1/4; SE 1/4
20 Al
21 S |51/ NE 1/4; NW 1/8 & 5 172 Of NW 1/
22 3 All
23 NE 1/4; W 112 2 3
24 : E 1/2; NW 1/8 Of NW 1/ 9 £ |
27 Al .
28 N 1/2; N 172 of § 1/2; SE 1/4 of SE 1/4
29 All i
30 Al ]
3 . [EV2E120f W12 Covtlots 2,34
32 N 172; N 172 0f 5 1/2; § 172 of SW 1/4;
SW 1/4 of SE 14
33 N 1/2 of NW 1/4; NW 4/ of SW 1/4; 5
) : 5 1/2 of SW /8 =
34 -~ |ewxEinornwin 0 ]
35 ] NE 1/4 Of SW 1/4; § 12 O SW 1/2
=




Spring Valley Ranch Acreage | 10002
per Prelim Title Report [
- EXH[BlT A (thosc portions of Core & Non-Core property in Ada County)
| L T I 1.7 [ I [ [
Colin McLeod SVL
# of Qtr Gov't Lot # Of Qtr Gov't Lot
nvnship  |Section Qtr Sectlons Acres Qtr Sections Acres |
Excl Excl 0l Excl - Excl
TOGNO3E 1 |covt Lot 4; sw 14 of Nw 1/a; 3 374
Bolse County W 172 of SW 1/4
2 Gov't Lot 1; 5 1/2 of NE 1/4; 6 371
N 1/2 of SW 1/4; SE 1/4 0f SW 1/4;
NE 1/4 OF SE V4
3 512 0f N12;5 12 12
4 [NE /2 Of SW 1/4; 5 172 of SW 174 7
SE 1/4
5 [sirofsema 2
7 |sEvaofswim 1 EiR 8
8 [E1zs12ofsEm 8 win 8 E |
9 All * 16
10 [N1RofN1R a4
11 |Nw v of NW 174 1
17 All 16
18 All 16 E |
19 Al 16 ]
20 SE 1/4 of NE 1/4; W 1/2 of NW 1/4; 10
SW 1/4; NE 114 Of SE 1/4; 5 1/2 Of SE 1/4 :
30 N 12 0f N 172 At 4
Total # of 1/4 sections 60 3 339 106
2 1
Acres per 1/4 Section 0 40 0! 40
Subtotal Acres Io ): 2400 9 ) 74.5 | 11760 13560 4240.0|- 428 1638 0.0|
Less 1 acre, Sect 12, TOSNO1E, -1
Subtotal Core Acres 3 Subtotal Core Acres 87
Subtotal Non-Core Acres 09 Subtotal Non-Core Acres 54¢
Subtotal Excluded Acres 2475 Subtotal Excluded Acres 4240
Total 6723 Total| 31625
) Ranch Property Total
d Total Core Acres
Total Non-Core Acres
Total Cantract Acres
Total Excluded Acres
* contain exceptions per the title report
NOTE: The above Informatlon was obtalned from the preliminary title report prepared by Ploneer Title on March 4, 2002 and additional Information gathered by Ploneer In September 2002
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MEMORANDUM OF AGREEMENTS
(Boise County)

THIS MEMORANDUM OF AGREEMENTS (“Memeorandum”) is made and entered
into by and between SUNCOR DEVELOPMENT COMPANY, an Arizona corporation
(“SunCor”), SPRING VALLEY LIVESTOCK COMPANY, INC., an Idaho corporation
(“Spring Valley”), and COLIN McLEOD III and TERESA McLEOD, husband and wife, jointly
and severally (“McLeod”) (Spring Valley and McLeod collectively referred to hereinafter as
“Spring Valley/ McLeod”).

1. SunCor and Spring Valley/McLeod have entered into that certain Contribution
Agreement, of even date herewith, and that certain Subdivision Trust Agreement, of even date
herewith (collectively, the “Agreements™), pertaining to the development and sale of
approximately 31,600 acres of real property, located in Ada County, Boise County and Gem

.County, Idaho, commonly referred to as “Spring Valley Ranch,” and more particularly described

on Exhibit A attached hereto and made a part hereof (the “Property”). Said Agreements are
incorporated herein by this reference thereto, and set forth, among other things, the' interests,
rights and obligations of the parties with respect to the Property.

2, ‘The terms, conditions and provisions of said Agreements herein shall extend to
and be binding upon the helrs executors, administrators, grantees, successors and assigns of the
partles hereto.:

3. In the event of any conflict between said Agreements and this Memorandum, sald
Agreements shall control.

[Signatures Appear on Following Page]

MEMORANDUM OF AGREEMENTS - 1

41397.0001,667522.1



Al

EXECUTED this g day of October, 2002.

SUNCOR: SUNCOR DEVELOPMENT COMPANY,
‘an Arizona corporation

By el
Its v.P
SPRING VALLEY: : SPRING VALLEY LIVESTOCK COMPANY,

INC, an 1daho corporation

By M.«#——

Its
McLEOD:
COLIN McLEOD III
TERESA McLEOD
STATE OF IDAHO )
' ) ss.
County of )

On this _& day of October, 2002, before me, m ‘ c,l\ag_ [ B é w-eef a Notary

Public in and for said State, personally appeared ‘D Uty S B leckh o , known to me

to be of SUNCOR DEVELOPMENT COMPANY the
corporation that' executed the -within instrument or the person who executed the instrument on

behalf of said corporation, and acknowledged to me that such corporation executed the same.

WITNESS MY HAND and official seal hereto affixed the day, month and year in this
certificate first ahquelw TN

SpekEeS kx””o

4 -~
$ :5:..‘\0.[ ARYE Wl b J 2. Dgz‘gaf\
Sk apoe- i¥Z Notary Public for the State of ldzho
E‘-i “ PUB L\G ;8§ Residing at_ o Y
o '»,9 . Q\ o My commission expires 5-27-04
) gl o O

”lmml s

MEMORANDUM OF AGREEMENTS - 2
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STATE OF IDAHO )
) ss.
County of )

On this i day of October, 2002, before me, /}): c[\ae.{ 5 éwu_j[ , @ Notary
Public in and for said State, personally appeared (et G MMe ggcg known to me
to be fw,,“ jL of SPRING VALLEY LIVESTO COMPANY INC,,

the corporation that executed the within instrument or the person who executed the instrument on
behalf of said corporation, and acknowledged to me that such corporation executed the same.

WITNESS MY HAND and official seal hereto affixed the day, month and year in this
certlﬁcate first above written.

SpEkB: Sy, OQ

__-;:: é\\ OTAR)™ Z Notary Public for the State of Idaho

Skl apo e XE Residing at _ Cal ol e 0

E} PYBLIC 5 My comumission expires 5-27-0 ﬁl

N o

i dTE 5 ORS
Pty W
STATE OF IDAHO
) ss.

County of )

On this 8 day of October, 2002, before me, m i c/‘lae/ B é we eﬂL ,
a Notary Public in and for said state, personally appeared COLIN McLEOD III and TERESA
McLEOD, husband and wife, known or identified to me to be the persons whose names are

- subscribed to the foregoing instrument, and acknowledged to me that they executed the same.

WITNESS MY HAND and official seal hereto affixed the day, month and year in this
certificate first above written.

iy, \MJ 3 O%cbf\

’ N\ L/
¥ ek BSI'V 2 Notary Public for the State of Idaho
R &z,

N S ar)
SN 2 Residing at _ A Ao s0 N,
g".-"j'\\OT.A ; ¥ TxE My commission expires _ > & —&-7 - 0,7/
SK ey S
2 % PYBL\SS §
S RS

ATE OF \0

"’lmnum\“
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Spring Valley Ranch Acreage J ) To/e
per Prelim Title Report | )
# EXHIBIT A (those portions of Core & Non-Core property in Bolse County)
| 1T i L | [ | | I
Colin McLeod SVL
# of Qtr Gov't Lot # Of Qtr Gov't Lot
wnship |Section Qtr Sections Acres Qtr Sections Acres
EXcl Excl EXcl Excl
TO5NO1E 1 Gov't Lot 1; § 1/2 Of NE 1/4; NW 1/4; N 1/2 Of SW 1/4; SW 1/4 of
Gov't Lot 1, Sect. 1 W 172 of SE 1/4; SE 1/4 of SW /4 * SW 1/4; E 12 of SE 1/8; NW 1/4 of
partially in Ada NE 174 *
& Bolse County 2 Gov't Lots 3 & 4; § 112 of NW 1/4;
SW 1/8; SE 1/4
The remainder 3 |Ev2o0Fsw1/e;sE Cov'tLots 1,2,3.4; § 172 of NE 4/4;
of this Section SE /0 OF NW 1/
isin 4 [s120fNw ;517 Gov't Lots 1 & 4; SE 1/4 of NE 1/4;
|Ada County 5 |NE1aorsEa Gov't Lots 1 &2; 5172 of NE 1/4
7 |covtlota SE 1/4 Of SW 1/4; SW 1/4 Of SE 1/4
8 |51/ of NE 1/4; E 172 of NW 1/4; SE /4 of SE 14
N 1/2 OF SW 1/4; SW 1/4 of SW 1/
9 N 172 of NE 1/4; SW 1/ of NE 1/8;
NW 1/4; 5 12
10 [sE1ofnNEa SW 174
11 |s1zornwia N 172 Of NE 1/8
12 |NW 1/4 of NE 1/8; NE 1/8 of NW 1/a: S 172 of N 1/2; NW /4 Of NW 1/a;
NE 1/4 of NE 1/4; 51/2 *
13 N 4/2; N 172 oF SW 1/4; SE 1/4
17 |NW 1; N 172 0f SW 174
18 [covtlots1and2 NW /4 of NE 1/4; 5 172 of NE /4;
E 172 of NW 1/4; E 172 of SW 1/4;
[sE 172
19  |covtlotsiand2 |NE 112 € 172 oF WW 122: € 172
20 SW 1/4 of NW 1/a; W 172 of SW 172
24 N 172 Of NE 174
TO5SNO2E 4 Gov't Lots 1,2,3: 5 1/2 OF NE 1/4;
Boise County: S 172 OF NW 1/3; SW 1/4
Al property 5 Gov't Lots 2,3.4; 5 12 of N 1/2;
1in Sect. 5172 ]
10,1415, 6 All *
.23824 7 All® -

& those portions| 8

Of Sect. 6,7,8,

17,21,22In

Bolse County

Ada County: 9
Al property 10
listed in Sect.

18,19,20,27,28, 14

25,30and those| 15

portions of
Sections 6,7,8, 16
17,218 22 17
within Ada
County
18
19
20
21 [NWaofNEd/A "
22
23
24
27
28
29
30
101W 10
wua County 11 |SW 14 of NE 1/2; 5 1/2 OF NW 1/4;

512

12 |SE 14 of NW 1/2; N 472 of SW 1/a;

§ 1/2 within Ada Cty; NE 1/2 of NE 1/4;
5 172 of NE 1/4; N 172 of NW 1/4; SE 1/4
of NW 1/4; NE 1/4 of SW 1/4 In Boise
Cty; SE1/4; 512 0f 5112

within Bolse Cty

W 172 of NE 1/8; N 172 of NW 1/

NE 1/4 Of NE 1/4; § /2 of NE 1/4; SE 1/4
of SW 1/4; NW 1/4 &S 1/2 of SE 1/4
S120of512

N 172 of NE 1/8: NE 1/4 of NW 1/4;

S 172 of NW 1/4; SW 1/4

SE 1/4 of SE 1/4
N 172 of NE 1/8; N 1/2 of NW 1/a;
SW /4 of NW 1/4; W 1/2 of SW 1/a;

SE /4 of SW 1/4; NW 1/4 of SE 1/a
S12 0f SE1/4

All *

N 1/2 of N 1/2; SE 1/4 of NW 1/4;
E120fSE1/a *
All *

All except NW 1/4 of NE 1/4 *
All A

N 172; N 172 of SW 1/4; N /2 of SE 1/4;

SE 1/4 of 5E 14

NW 1/4

NW 1/4 of NW 174

N 12 of N 172

N 172 of NwW 1/4

N 1/2 of NE 1/4; 5& 1/4 of NE 1/4;

E 172 of NW 1/3; Gov't Lot 2 *

E 172 of SE /4




Spring Valley Ranch Acreage ) ) 0502
Per Prelim Title Report |
: EXHIBIT A (those portions of core & Non-core property in Boise County)
| [T 1 ] | | | [ 1 I
Colin McLeod SVL
# of Qtr Gov't Lot # of Qtr Gov't Lot
‘ownship |Section Qtr Sections Acres Qtr Sections Acres
0 Excl Excl Excl Excl
TOSNOTW S 172 OF NE 1/4; SE 1/
|Ada County 13 |NE 1/4 OF NE 1/4; NW 1/4 oF NE 1/2;
S 1/2 of NE 1/4; SE 1/4 of NW 1/8;
[s120f sw
14 |N 172 of NE 18: SE 178 of NE 14; N 172 of NW 1/4; SE 1/4 O SW 1/4;
S 172 of NW 1/8; N 1/2 Of SE 1/4; SW 1/ Of NE 1/4
SW /4 Of SE 1/4; NE 1/4 Of SW 1/4
5 NE /4 of NE 1/4
22 |sE 1/4 OF NE 1/4; NE 4/d of SE 1/a
23 |5 /2 OF SW 1/4; NE 1/4 of NE 1/4;
S 1/2 OF NE 1/4; S 1/2 OF NW 1/4;
N 172 of SW 1/8; N 1/2 of SE 1/4;
SW 1/4 OF SE 1/4; NW 1/4 of NE 1/4
24 |s 172 of NE 148; W 172 OF NW 1/4;
SE 1/4 of NW 1/4; NE 1/ 0f SW 1/4;
N 172 of SE 1/4
26 |NW 172 of NW 1/
27  |NEvaofNE1
TOENO1E 12 Cov't Lots 1,2,3,4,5,6
Gem County 13 Gov't Lots 1,2,3,4,5,6,7,8; 5E 1/4; E 1/2 of
SW 1/8; SW 1/4 Of SW 1/4
14 Cov'tLots 5 & &
21 Gov'tlots 4,6,7,8
22 Gov't Lots 2,3,6; NW 1/4 of SW 1/4;
SE 1/4; NE 1/4 of NW 1/4; E 172 of SW 1/
23 Gov't Lots 2,3,5,6; SE 1/4; SW 1/4; SE 1/
of NW 1/4
= 24 All
) 25 Al
26 Al
27 NE 1/4; SE 1/4; E 472 of NW 1/3; E 172 of
SW 1/8; SW 1/4 of SW 1/4
28 SE 1/4; SE /4 of NE 1/4
33 ENR
34 [E 12; 5w 14, E 172 0 Nw 174 s 12 of
|nw 12
35 N 1/2; SW 174
36 S 112 of SE 1/4; NE 1/4 Of SW 1/4
TOENO2E 7 Gov't Lots ,4,10,11; E 1/2 O SW 1/4
Boise County 13 NE 1/8; E 1/2 Of NW 1/4; NE 1/4 Of SW 1/a; 13
S 1/2 of SW 1/4; SE 1/4
14 512 6
15 512
17 a parcel within SE /4 of S 1/a
18 W 172 OF NE 1/4; E 1/2 of NW 1/4; NE 1/8 Z
of SW 1/4; Gov't Lots 1,2,3,4
19 S 172 of NE 1/a; SW 1/4; SE 1/8
20 Al * |
21 S 172, NE 1/4; NW 1/8 & § 172 of NW /4 :
22 All ]
23 NE 1/8; W 172
24 E 172, NW 1/8 of NW 1/a 9
27 Al
28 N 1/2; N 172 of 5 1/2; 5€ 1/4 of SE 1/4
29 Al
30 All
31 E1/2; E 172 0f W 172; Gov't Lots 2,34 *
22 N 1/2; N 172 0f 51/2; § 172 Of 5W 1/4;
SW 1/4 Of SE 1/4
33 N 172 of NW 1/8; NW 1/4 of SW 1/4;
) 5172 0f SW /A :
34 E172; E 1/2 of NW 114
L 35 NE 1/4 Of SW 1/4; 5 1/2 of SW /4
] ™




1

Spring valley Ranch Acreage | 108102
par Pielim Title Report | r
EXHlBlT A (those portions of Core & Non-Core property in Boise County)
| [ T ] i f | [ I (
Colin McLeod SVL
\ # of Qtr Gov't Lot # of otr Gov't Lot
' Jwnship |Section Qtr Sections Acres Qtr Sections Acres
C Ofe: Excl | C¢ Excl EXcl Excl
TOGNO3E 1 Gov't Lot 4; SW 1/4 of NW 1/4; 3 374
Bolse County W 172 of SW 174
2 |covtlot1;$ 112 of NE 1/a; 6 374 :
N 172 of SW 1/4; SE /4 of SW 1/4;
NE /4 of SE 1/4
3 |s1rofN12;52 12
4 |NE 174 of SW 1/4; 5 172 of SW 1/4; 7
SE 14 R
5 S 172 of SE 1/a 2
7 |sEvaofswim 1 E12 8
8 [E1RsirofsEm 8 W 1R 8
9  |an- 16
10 [N12ofn1n 4
11 [nw s of Nw /8 1
A7 All 16
18 Al 16
19 All 16
20 SE 1/ Of NE 1/8; W 1/2 of NW 1/4; 10
SW 1/4; NE 4/4 Of SE 1/4; § 1/2 of SE 1/4
30 N 12 0f N 12 4
Total # of 1/4 Sections 60 106
Acres per 1/4 Section 0. 40 0 40 ;
Subtotal Acres 3203760 2400[ 74.5 3 4240.0 T 0.0
Less 1 acre, Sect 12, TOSNO1E -
Subtotal Core Acres Subtotal Core Acres 1
Subtotal Non-Core Acres ! Subtotal Non-Core Acres 1!
Subtotal Excluded Acres 2475 Subtotal Excluded Acres 4240
Total 6723 Total| 31625
Ranch Property Total 38348
Total Core Acres ) 1252
Total Non-Core Acres 19107
Total Contract Acres 633
Total Excluded Acres 6715
* contain exceptions per the title report

NOTE: The above Information was obtained from the preliminary title report prepared by Ploneer Title on March 4, 2002 and additional Infarmation gathered by Ploneer in September 2002
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MEMORANDUM OF AGREEMENTS
{Gem County)

THIS MEMORANDUM OF AGREEMENTS (“Memorandum™) is made and entered
into by and between SUNCOR DEVELOPMENT COMPANY, an Arizona corporation
(“SunCor”), SPRING VALLEY LIVESTOCK COMPANY, INC. an Idaho corporation
(“Spring Valley”), and COLIN McLEOD III and TERESA McLEOD, husband and wife, jointly
and severally (“McLeod”) (Spring Valley and McLeod collectlvely referred to hereinafter as
“Spring Valley/ McLeod”).

1. SunCor and Spring Valley/McLeod have entered into that certain Contn'bution
Agreement, of even date herewith, and that certain Subdivision Trust Agreement, of even date
herewith (colectively, the “Agreements™), pertammg to the development and sale of
approximately 31,600 acres of real property, located in ‘Ada County, Boise County and Gem

_County, Idaho, commonly referred to as “Spring Valley Ranch,” and more particularly described

on Exhibit A attached hereto and made a part hereof (the “Property”). Said Agreements are
incorporated herein by this reference thereto, and set forth, among other things, the interests,
rights and obligations of the parties with respect to the Property.

2. The terms, conditions and provisions of said Agreements herein shall extend to
and be binding upon the helrs executors, admmlstrators grantees, SUccessors and assigns of the
parties hereto.

3. In the event of any conflict between said Agreements and this Memorandum, said

Agreements shall control.

[Signatures Appear on Following Page]
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EXECUTED this day of October, 2002.
SUNCOR: SUNCOR DEVELOPMENT COMPANY,
-an Arizona corporation
Its V L.
SPRING VALLEY: SPRING VALLEY LIVESTOCK COMPANY,

INC, an Idaho corporation

W—f

Its

McLEOD: % Z

COLIN McLEOD III

TERESA McLEOD

STATE OF IDAHO )
) ss.
County of )
On this S day of October,. 2002, before me, m Lgbgj é! el ,aNotary
Public in and for said State, personally appeared Dm& Llack , known to me
to be _\/LLo,~PresiAert of SUNCOR DEVELOPMENT COMPANY, the

corporation that executed the within instrument or the person who executed the instrument on
behalf of said corporation, and acknowledged to me that such corporation executed the same.

WITNESS MY HAND and ofﬁc1a1 seal hereto affixed the day, month and year in this
certificate first above written.
\“\mluu.-,-,,

A TR Y. P

3 Z
:_-'_';" = \\0'\' ARy"™ *% Notary Public for the State of Idaho
Sxi wme® = Residing at G4 2,0, el 0
=-;$ PUB L\G g My commission expires £ o ,.e:ﬁiz
Z F
% \s‘*
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STATE OF IDAHO )
) ss.
County of )

On this { b 1A = day of October, 2002, before me, m[ thael Sweet | aNotary
Public ip.and for said State, personally appeared _{ Ql A ﬁ] MC Lf od I , knownto me
to be brtstd.m:t ' of SPRING VALLEY LIVESTOCK COMPANY, INC,

the corporation that executed the within instrument or the person who executed the instrument on
behalf of said corporation, and acknowledged to me that such corporation executed the sarne.

WITNESS MY HAND and official seal hereto affixed the day, month and year in this
certificate first above written.

A~
““m”"’” ‘ M ﬁ -
\\\\ ” /// r £ L

S\\\g‘z‘ ---------- ,’ Notary Public for the State of Idaho

§ S oTAR y *?é ' Residing at _ CuLekysad p\

5 o \\‘ oo . E My commission expires __&&—27 04

2 % PUB \-\° §
STAT@&ﬁ SEE

'Hmmu\\‘
) ss.

County of )

On this gh\ day of October, 2002, before me, . W&J £ » %Ui?f "f\ ;

a Notary Public in and for said state, personally appeared COLIN McLECD III and TERESA
McLEOD, husband and wife, known or identified to me to be the persons whose names are

" subscribed to the foregoing instrument, and acknowledged to me that they executed the same.

WITNESS MY HAND and official seal hereto affixed the day, month and year in this
certificate first above written.

ity
X \\\\\uu ”, N OQ) »

sg%‘“e\' 4 .’“"4, i A,Qﬂ;ck’ a2 @({f\ |
§$ ! TAR . ’V’g Notary Public for'the State of Idaho
SR y: “kE Residing at _ Ce ol p,,(,f’
-=-:-.* ;‘;. \:;; P My commission expires &~ 2.7~0'}
Z B §

2, S B

Mrg oF DR

""Mm 1l s
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Spring Valley Ranch Acreage ) 10902
per Prelim Title Report L Iz
EXH IBIT A {those portions of Core & Non-Core property in Gem County)
[ | 1 1 [ 1 l [ L I |
Colin McLeod ) SVL
\ fof Qtr Gov't Lot # of Qtr Gov't Lot
“Township |Section Qtr Sections Acres Qtr Sections Acres
EXcl Excl Excl - Excl
TOSNO1E 1 Gov't Lot 1; S 1/2 of NE 1/4; NW 1/4; N 1/2 of SW 4/4; SW 1/4 of
Gov't Lot 1, Sect. 1 W 172 of SE 1/4; SE 1/4 Of SW 1/4 * SW 1/0; E 172 OF SE ¥/8; NW 1/4 of
partially In Ada NE1/4*
& Bolse County 2 Gov't Lots 3 & 4; § 172 of NW 1/4;
SW 1/4; SE1/4
The remainder 3 [etofswis;sEva - Gov't Lots 1,2,3,4; 5 172 of NE 1/4;
of this Section SE 1/8 of NW 1/4
Isin 4 [sarotNw ;s Gov't Lots 1 & 4; SE 1/4 of NE 1/4;
Ada caunty 5 [NE1mofsEa Cov't Lots 1 &2 512 of NE 1/
7 lcovtiota SE 1/0 OF SW 1/4; SW 1/4 Of SE 1/4
8  |s1/20f NE1/4; E 172 Of NW 1/4; SE 1/4 OF SE 14
N 172 Of SW 1/4; SW 1/4 of SW 1/
9 N 172 of NE 1/8; SW 1/4 of NE 1/4;
NW 1/4; 5 172
10 |se1/aof NE/A SW 1/4
11 [s1zornw i In120FNE 1
12 |NW 7 of NE 1/4; NE 1/4 of NW 1/4; S 172 OF N 1/2; NW 1/4 of NW 1/4;
NE 1/4 of NE 1/4;5172 *
13 N 472; N 172 OF SW 1/4; SE 1/4
17 |Nw 14; N 12 of SW 1
18 [covtlots1and 2 NW 1/4 of NE 1/4; § 172 of NE 1/a;
E 1/2 Of NW 1/4; E 172 of SW 1/8;
SE 114
19  [covtlots1and2 NE 1/4; E 172 of NW 1/4; SE 1/4
20 SW /4 Of NW 1/4; W 172 of 5W 1/4
24 N 172 of NE 1/4
TOSNO2E 4 Cov't Lots 1,2,3; 172 Of NE 1/4;
Bolse County: S 172 of NW 1/4; SW 1/4
|AH property 5 Gov't Lots 2,3,4; 5 12 of N 1/2;
ted In Sect. 512
1,9,10,14,15, 6 All *
1625824 7 All
& those portions| 8 S 172 within Ada Cty; NE 1/2 of NE 4/8; 1
Of Sect. 6,78, 5 1/2 Of NE 1/4; N 112 of NW 1/4; SE 1/8
17,21,221n OF NW 1/4; NE 1/4 of SW 1/4 In Bolse
8alse County Cty; SE1/8; S 1205112
within Bolse Cty
Ada County: 9 W 1/2 Of NE 1/4; N 1/2 of NW 1/a
All property 10 NE 1/4 of NE 1/4;  1/2 OF NE 1/4; SE 1/4
listed in Sect, of SW 1/4; NW 1/4 & 5 1/2 Of SE 1/4
18,18,20,27,28, 14 512 0fS 12
29,30 and those | 15 N 172 of NE 1/4; NE 1/4 OF NW 1/4;
portions of S 172 Of NW 1/3; SW 1/ -
Sections 67,6, 16 SE 174 of 5E 1/4 :
17,2148 22 17 N 1/2 of NE 4/4; N 172 of NW 1/4;
within Ada SW 1/4 Of NW 1/4; W 172 0f SW 174
Ccounty SE 1/0 OF SW 1/4; NW 1/4 Of SE 1/4
5 1/2 of SE /4 :
18 All -
19 N 172 Of N 1/2; SE 1/d of NW 1/4; -
E/2OfSE1/ "
20 All *
21 INW1MOFNEA " All except NW 4/4 of NE 1/4 *
22 Al
23 N 1/2; N 1/2 Of SW 1/4; N 112 Of SE 1/4; ]
SE 1/4 of SE 1/4 .|
24 NW 174 ]
27 ; NW 1/4 of NW 1/4
28 ‘ N 120N 12
29 N 172 OF NW 14
30 N 472 of NE 1/4; SE 1/4 of NE 1/4; 5 4 £
E 1/2 0F NW 1/4; Gov't Lot 2 * : |
MNOTW 10 £ 1/2 Of SE /8
Ada County 11 |sw 1/4 of NE 1/2; § 1/2 of NW 1/4;
512
12 |SE 172 of NW 12, N 172 of 5W 12; 9 !
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Spring Valley Ranch Acreage J 10/2/02
per Prelim Title Report [ -
EXH IBIT A (those portions of Core & Non-Core property in Gem County)
| | [ T [ [ ! [ I | I |
Colin McLeod SVL
# of Qtr Gov't Lot . - # of Qtr Gov't Lot
Township |Section Qtr Sections Acres Qtr Sections Acres
Excl | € Excl Excl g Excl
TOSNO1W 5 1/2 of NE 1/8; SE 1/
Ada County 13 |NE 1/4 of NE 1/4; NW 1/4 of NE 1/a;
15 172 0f NE 118; 58 174 of NW 112,
5172 of SW 1/
14 [N 172 of NE 1/4; SE 1/4 of NE 1/a; N 172 of NW 1/4; SE 1/ of SW 1/4;
S 1/2 OF NW 1/4; N 172 Of SE 1/4; SW 1/4 of NE 1/4
SW 1/4 Of SE 1/4; NE /4 of SW 1/4
15 NE 1/4 of NE1/4
22 |SE 1/4 of NE 1/4; NE 1/4 of SE /4
23 [5172 of SW 1/8; NE /4 of NE 1/4;
5 1/2 of NE 1/4; 5 172 of NW 1/4;
N 172 of SW 1/4; N 172 Of SE 1/4;
SW 1/4 of SE 1/4; NW 1/4 of NE 1/4
24 |5 172 oF NE 1/4; W 172 OF NW 1/4;
SE 1/4 OF NW 1/8; NE 1/d Of SW 1/4;
N 1/2 of SE 1/4
26 |Nw 1/ of NW 14
27 INE /4 of NE 114
TOGNO1E 12 Gov'tLots 1,2,3,4,5,6
Gem County 13 Gov't Lots 1,2,3,4,5,6,7,8; SE 1/4; E 172 of
SW 1/4; SW 1/4 of SW 1/4
14 Govilots5&6
2 Gov't Lots 4,6,7,8
22 GOV'L Lots 2,3,6; NW 1/4 of SW 1/0;
SE 1/8; NE 1/4 of NW 1/4; E /2 of 5SW ¥/
23 Gov't Lots 2,3,5,6; SE 1/4; SW 1/4; SE1/4
of NW 1/4
\ 24 All
) 25 Al
26 Al
27 NE 1/4; SE 1/4; E 1/2 of NW 1/4; E 172 of
SW 1/4; SW 1/4 of SW 1/4
28 SE 4/4; SE 1/4 of NE /4
33 ER
34 E 1/2; SW 1/4; E 1/2 of NW 1/8; SW 1/4 of
NW 174
35 N 172; SW 1/a
36 5 1/2 of SE 1/4; NE 1/4 of SW 1/2
TOGNO2E 7 Gov't Lots 3,4,10,11; E 1/2 of SW /4
Bolse County 13 NE 1/4; E 172 of NW 1/4; NE 1/8 of SW 1/0; 13
5 1/2 Of SW 1/4; SE 1/4
14 517 6
15 5112
17 3 parcel within SE 1/4 of SE 1/4
18 W 172 Of NE /4; € 172 of NW 1/4; NE 1/ 2
of SW 1/4; Cov't Lots 1,2,3,4
19 S 172 of NE 1/4; SW 1/4; SE 1/4 0
20 Al " > .
21 5 1/2; NE 1/8; NW 1/4 & 5 112 of NW /4 i 1
22 : All i
23 NE 1/8; W 172
24 ] E 1/2; NW /4 0f NW 1/4 9
27 | All
28 N 1/2; N 1/2 Of § 1/2; SE 1/0 of SE 1/4 -
29 All :
30 All * i |
31 E 172, E 172 of W /2 Gov't Lots 23,4 * i ]
32 N 1/2; N 172 of § 1/2; S 1/2 OF SW 4/4; E
SW 1/4 of SE 174 :
33 N 1/2 of NW 1/4; NW 1/4 of 5W 1/4;
) 5172 of SW 1/4
34 : E 172, E 172 of NW 1/
i_ 35 ] NE 1/4 OF SW 1/4; § 172 of SW 114
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Spring Valley Ranch Acreage ) 10/9/02
per Prelim Title Report |
EXHIBlT A (those portions of Core & Non-Core property in Gem County)
I [ T 1 [ 1 I [ [ [ I
Colin McLeod ) SVL
# of Qtr Gov't Lot : # Of Qtr Gov't Lot
‘Township _|section Qtr Sections Acres atr Sections Acres
e]g: re: Excl|.C are: Excl cor 0T Excl Core | Excl
TOGNO3E 1 GOV'tLOT 4; SW 1/4 Of NW 4/4; 3 37.4
Bolse County W 172 Of SW 174
2 Gov'e Lot 1; § 1/2 of NE 1/4; 6 371
N 172 Of SW 1/4; SE 1/ Of 5W 1/4;
NE 1/4 of SE 1/4 = |
3 |siwrofNiIsI2 12
4 |NEVaof SW1/4;5 172 0F SW1/8; | 7
SE 1/4
5 |sinorsem 2
7 |sevmorswa 1 £ 8
8  [EM2:S1R0FSEM 8 W 1R 8
9 A+ 16
10 N120f N12 4
A1 |Nw 74 of NW 1/ 1
17 : All 16
18 Al 16
19 Al 16
20 SE 1/4 OF NE 1/8; W /2 0f NW 1/4; 10 -
SW 1/4; NE 1/ Of SE 1/4; 5 1/2 0F SE 1/4
30 5 ] N2 of N2 . 4
Total # of 1/4 Sections 60 ' : 33 106/
Acres per 1/4 Section 0 40 : 40f 0 :
Subtotal Acres 320 3760 2400 149 745 14760 13560 4240.0| & 638 0.0
% Less 1 acre, Sect 12, TOSNO1E il
Subtotal Core Acres ) Subtotal Core Acres - 12187,
Subtotal Non-Core Acres 39C Subtotal Non-Core Acres 51
Subtotal Excluded Acres 2475 Subtotal Excluded Acres 4240
Total 6723 Total| 31625
) Ranch Property Total 38348
Total Core Acres 428
Total Non-Core Acres | :
Total Contract Acres
Total Excluded Acres
* contain exceptions per the title report

NOTE: The above Information was obtained from the preliminary titie report prepared by Ploneer Title on March 4, 2002 and additional Information gathered by Ploneer in September 2002
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MEMORANDUM OF DECLARATION

THIS MEMORANDUM OF DECLARATION OF COVENANTS, RESTRICTIONS
AND EASEMENTS ("Memorandum®) is made and entered into the __:’_5__ day of
January, 2006, by and between SUNCOR IDAHO, LLC, an Idaho limited liability
company, as assignee of the interest of SunCor Development Company, an
Arizona CO"E‘R[,@@?E; {SunCor’), FIRST AMERICAN TITLE INSURANCE
COMPANY, -an-Arizena corporation, Phoenix, Arizona ("Sun Cor/Spring Valley
Trustee”), as the Trustee under that certain Sun Cor/Spring Valley Trust
Agreement dated October 8, 2002, as has been and may be amended from time
to time (the “Sun Cor/Spring Valley Trust”); SPRING VALLEY LIVESTOCK
COMPANY, INC., an idaho corporation (“Spring Valley”), COLIN McLEOD Ill and
TERESA McLEOD, husband and wife, jointly and severally ("McLeod") (Spring

Q Valley and MclLeod collectively referred to hereinafter as “Spring
Valley/McLeod”), AR BOISE, L.L.C., a Texas limited liability company (*ARB"),
and Pioneer Title Company of Ada County, an Idaho corporation ("SVR Trustee”)
as the Trustee under Pioneer Title Company of Ada County Trust No. 255123
(the "SVR Trust”)

1. The "parties hereto have heretofore entered into that certain
unrecorded Declaration of Covenants, Restrictions and Easements, dated the
=7 day of January, 2006 (hereinafter called the “Declaration”), concerning,
among other things, that certain real property situated in the County of Ada, State
of Idaho, and more particularly described in Exhibit “A” attached hereto and
made a part hereof. All of the terms, conditions and provisions of the Declaration
are incorporated herein and made a part hereof by this reference as if set forth in
full.

2. The terms, conditions and provisions of the Declaration
incorporated herein shall extend to and be binding upon the heirs, executors,
administrators, grantees, successors and assigns of the parties hereto.

3. In the event of any conflict between the Declaration and this
Memorandum, the Declaration shall control.

SIGNATURES APPEAR ON FOLLOWING PAGES
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IN WITNESS AND EXECUTION HEREOF, the parties hereto have set
their hands on the day and year first above written.

SUNCOR: SUNCOR IDAHO, LLC, an Idaho limited liability
company '
By:
Name: Duwave 5. A Ad——
Title: C-0.0
SUNCOR/SPRING
VALLEY TRUSTEE: FIRST AMERICAN TITLE INSURANCE COMPANY,

a California corporation

By:‘W«(/%A W

Authorized ycer

SPRING VALLEY: SPRING VALLEY LIVESTOCK COMPANY, INC.,
an ldaho corporation

By: Wﬁ
A-«-&O\/-
e

Its:

McLEOD: %{ M

COLIN McLEOD Il

TERESA McLEOD




o

AR BOISE:

)

AR BOISE, LLC,
a Texas limited liability company

By: M3 Builders, L.L.C.,
an Arizona limited liability company,
Its Manager

By: The M3 Companies, L.L.C.,
an Arizona limited liability company,
Its Sole Member

By, _ N\ A

“William |. Brownlee, Member

¥

By:

Jeﬁy A. Davis, Member



O

SVR TRUSTEE:

D,

PIONEER TITLE COMPANY OF ADA COUNTY
an ldaho corporation

By:_\ywe “\\ -I\\—M””’

Authc,ﬁzed Officer
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» STATE OF Aeizona )

l ) ss.
County of fﬂ-mﬁ’ ar__)

On this _ft_l“ day of o/ Auieitiat—. , 2006, before me,

SiH & DrammeT -Bohe  a Notary Public ingnd for said State personally
appeared Dunnz S Bratk known to me to be the man%ger of
SUNCOR IDAHO, LLC, an ldaho fimited liability company, and the manager who

subscribed said limited liability company name to the foregoing instrument, and

acknowledged to me that SUNCOR IDAHO, LLC, executed the same in, said
limited liability company name.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my
official seal the day and year in this certificate first above written.

N0 thtqDﬁHE.%{UMME!T—BONE Nota Publlc ;‘}Jr ldato ﬁfZ{ZfWﬁ
S5, ) Notery Publc - Stafe of Azona LReSIdlngat lave po s (ounsy
YAVAPAI COUNTY
My Comm, Expires Feb, 22, 2007 My commission expires )/) 9//07
STATE OF IDAHO )
/) ) ss.
- County of Ada )
A
On this 207 day of SJ_WM,. , 2006, before me,
hwis rreon—

a Notary Pubfic in and for said State personally
appeared _ i Lin Codsor—

Z , known or identified to me to be
Miee-President; First American Title Insurance Com any, as Trustee under Sun
M pany

Cor/Spring Valley Trust Agreement dated October 8, 2002, the trust that
executed the within instrument or the person who executed the instrument on
behalf of said trust and acknowledged to me that such trust executed the same

IN WITNESS WHEREOQF, | have hereunto set my hand and affixed my
official seal the day and year in this certificate first above written.

STORIS Gp” Notary Public for Idaho
: NN Residing at A0 D
My commission expires _3/20/0L

LTI
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STATE OF _ji>AddD )
) ss.
County of _ Agle— )
on this J? day of _Jamuses - , 2006, before me,
(hie (avetv— a Notary Public th and for said State, personally
appeared (plin M*lafd TIF known to me to be the
stad deaiz of SPRING VALLEY LIVESTOCK COMPANY, INC,,

the corporation that executed the within instrument or the person who executed

the instrument on behalf of said corporation, and acknowledged to me that such
corporation executed the same.

WITNESS MY HAND and official seal hereto affixed the day, month and
year in this certificate first above written

‘“Illlll"'

SNSRE (o s

", “‘.__ Notary Public for the State of {4z o

&

§ § ‘?‘OTA‘?J»"._ 2 Residing at_Bsao (D

Paf we= L My commission expires __ 2/30 /ot
T % PUBLIC S S

dd}‘ [ Of

R ITHIT UL

STATE OF ﬂ;@zma )

) 88.

County of Yavage )

]

On this L% day of ’;];mwﬂ, , 20086, before me,
sJunirn € Deummen- Deadie @ Notary Publ in and for said State, personally
appeared GOIN-McLEQD-HH-and TERESA McLEOD, husbard-and wife, known
to me to be the persons whose names are subscribed to the foregoing
instrument, and acknowledged to me that they executed the same.

WITNESS MY HAND and official seal hereto affixed the day, month and
year in this certificate first above written

&\ JUDITH E. BRUMMETTF-BOWIE

. é@wwﬂ wﬁ/

/Notary Public for the State of _A¢rzens

- Fulyrivy=} / i
Nﬂ‘m %ﬁ_{o;\iw Residing at _Yavarar Cpunsy
My Comen. Expires Feb. 22, 2007 My commission expires al/;. a’/0-7
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STATE OF 4@329&3 )

) s8s.
County of _Yavapar )

On this H_ﬂ“ day of IWW , 2006, before me,
Tioine & Pooummer 3uhiea Notary Public in and fér said State, personally appeared
William 1. Brownlee and Jeffrey A. Davis known to me to be Members of The M3
Companies, L.L.C., an Arizona limited liability company, Members of M3
Builders, L.L.C., an Arizona limited liability company, Manager of AR Boise,
L.L.C., a Texas limited liability company, on behalf thereof.

WITNESS MY HAND and official seal hereto affixed the day, month and
year in this certificate first above writien

At P it Lok

S\ JUDITH E. BRUMMETT-BOWE otary Public for the State of 220~ 7

Nolary Pubbc - Stale of Artzona sidingat _Yoverar Loun 7y
YAVAPAI COUNTY My commission expires _2/22/07
My Comen. Expires Feb. 22, 2007 T

STATE OF IDAHO )
) ss.

County of Ada #/ )
On this % of Wd/l&/L , 2008, before me,

ay
N C cjk , a Notary Public in and for said State, personally
appeared _J@ sse_ {{amii4on , known or identified to me to be
the f Pioneer Title Company of Ada County Idaho, as Trustee under
Pioneer Title Company of Ada County Idaho Trust No. 255123, the trust that
executed the within instrument or the person who executed the instrument on
behalf of said trust and acknowledged to me that such trust executed the same.

IN WITNESS WHEREOF, | have hereunto set my hand and affixed my
the day and vyear in this ificate first above written.

) O“\/%%M
bl ibic e 1o

My cpmmission e explres " 317> D//




STATE OF IDAHO )
) ss.

County of MJ\/ )

Onthis _[4“ day of ] anuary, 2006, before me, ﬂ,ﬂ” s /a‘vf)w
a Notary Public in and for said state, personally appeared COLIN McLEOD II, known or

identified to me to be the person whose name is subscribed to the foregoing instrument, and
acknowledged to me that he executed the same.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal the
day and year 1n this certificate first above written.

wntiting,,
SRS GRpy, ﬂ,ﬁw Leor—

o) LS T 6. ()

&Gy Notary Public for Idaho
§ & wOTAR, Y E Residing at 6.._,) 1D
E 3 e : *: My commission explres 2/ Lo/ ol
=k % PU \0 .'. H
T % BL .0 &

%, %, s

>, )".f Suggee? ?:b"s'
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EXHIBIT A
Legal Description
Real Property



Exhibit “A-1”

Legal Description of the Released Properfy



Jan 18 06 04:34p

O

Doug Bergey, PLS

r%e & Yauk, CPAs (208) 455-0154 p.&
UNLIMITED BOUNDARIES, INC, DBA
Associated Land Surveyers
1103 W, Main St.
Middleton, Idabo 83644
. LEGAL DESCRIPTION
C FIRST AMERICAN TITLE INSURANCE CO
' fo COLIN MCLEOD
All those parcets of real property located in Ada County, 1daho. being more particularly
described as follows:
Township 3 North, Range | East, Boise Meridian:
Section 7, L_qt 3
Township 5 Narth, Range 1 West, Boise Metidian;
Suction 13,  SE1MNWI/A4,;
NELY,
51725W1/4;
Section 14, SI/ANWI/4;
N1/2NEL4;
SEI/4NEL/4;
N12SELA4,
SWI/MSELM;
NEASW /4
Sectian 22, SEIMANEN/4;
NE/4SEL/4;
Section 26, NWU4NWI/4;
Section 27,  NEVANEH4: -
TOTAL AREA = 830 ACRES
: {}
ey
"ﬂﬁl!ﬁﬂ“‘“
. Phona:n'zoa.sss.sase Ve Pax: 208.585.9001 " Walt Neitz, P-LS

S S TRHLCRCAGY,

ASiGT  3uBZ/a1/16



Jan 18 06 04:34p Frye & Vauk, CPAs (2081455-0154 p.S-

5 S

UNLIMITED BOUNDARIES, INC. aa
Associated Land Surveyors

1103 W, Main Si.
Middleton, Idaho 83644

LE&AL DESCRIFTION
PIR‘iT AMERICAN TTTLE INSURANCE CO
To SPRING VALLEY LIVESTQCK

All those parcels of real propr:ny localed in Ada County, fdaho, bcm,t, more particutarly
described as follows:

Township 5 North, Range § Cast, Boisc_ Meridian;
Section 7, SE1/48W1/4;
Section 17, NWV/4SW1/4;

Section 18, Government Lot 1,
Ghvernmeant Lol 2,
- NEI/4ANW1/4,

) SEf/aNW1/4,
NWIIMANELM,
SWI/4NEIH,
SE/4NEL/A,

N /4SWi/4,
SE1/4SW1/4,
SE1/4;

Section 19,  Government Lot |

‘ Goavernmeént Lot 2;
EIZNWI/4;
EL/2,;

Section 20, SWIH/ANWI1/4;
W1/25W1/4;

Township § North, Rauge I West, Boise Meridian;

Section 10,.  1/2SE1/4

Section’ 14, NI2NW!/4
SWIANE4
SE[/48W1i/4

R 19

Section 15,  NEI/ANE1/4
: ) TOTAL AREA = 1430 ACRES . . ,
Doug Bergey, PLS "Phone: 208.585.5858  +  Fax: 208.585.9001 Walt Nsitz, PLS

e at . -mm:cncs:m:;: AgIGT  9@RZ/81/s1a
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UNLIMITED BOUNDARIES, INC. DBA

Associated Land Surveyors
. 1103 W. Main St.
Middleton, Idaho 83644
LEGAL DESCRIPTION

DL EVANS
To AR BOISE

Alf thoge parcels of reat progerty located in Ada Caunty, fdaho, being more particularly
described as {oliows: :

Township 5 North, Ranpe t West, Boise Meridiant

Scctiun 11, S12NW1/4;
SW1/4NK1/4;
BEV/4;
SWir4;

Section 12, SE/4NW/4;
S12NEi/4;
SEYE;
N1/28W1/4;

Section 23, S17ZNW/4,
MNEV4; )
NI/ASENM;
SW1M4SEL;
SW14;

Section 24, NW1/4NW1/4;
S1/2NW1/4;
SI2NEV/4;
N1/25E1/4;
NE1/48W1/4;

TOTAL AREA = 1640 ACRES

[/

T
"gﬁg’m L

-'mmuii‘“

Doug Bergey, PLS Phone: 208.585.58580 +  Fax: 208,585.9001 Walt Neitz, PLS
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EXHIBIT A-2
DESCRIPTION OF ARB PROPERTIES

Comprised of the legally described properties on attached Exhibits A-2-A, A-2-B, A-
2-C, A-2-D, A-2-E, A-2-F, A-2-G, A-2-H, A-2-I, and A-2-J, excepting therefrom the

following:

PARCEL 1
The SE 1/4 of the SW 1/4, the W 1/2 of the SE 1/4, and the NE 1/4 of the SE 1/4 of

Section 8, Township 5 North, Range 1 East, Boise Meiidian, in Ada County, Idaho.

PARCEL 2
The SE 1/4 of the NE 1/4 of Section 9, Township 5 North, Range 1 East, Boise Meridian,

in Ada County, Idaho. '

PARCEL 3
The NE 1/4 and the N 1/2 of the SE 1/4 of Section 17, Township 5 North, Range 1 East,

Boise Meridian, in Ada County, Idaho.

ADDITIONAL PROPERTY (135 Ac)
That portion of the S 1/2 of the SE 1/4 and of the S 1/2 of the SW 1/4 in Section 17,

Township 5 North, Range 1 East, Boise Meridian, in Ada County, Idaho, lying Easterly
of the Easterly line of Willow Creek Road.




EXHIBIT A-2-A
D
EXHIBIT “A”

LEGAL DESCRIPTION

Lot 3 in Block 1 of Guich Ranch Estates according to the plat thereof filed in
Book 61 of Plats at pages 6097 and 6098, records of Ada County, Idaho.
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‘ EXHIBIT A-2-B

"

EXHIBIT A

The South half of the Scuthwest quarter of Section 12, Township 5 North, Range | West, Boise Meridian, Ada
County, Idaho.

ALSO INCLUDING:

The Northeast quarter of the Northwest quarter; the West half of the Northwest quarter; the North haif of the
Southwest quarter; the North half of the Southeast quarter; the South half of the Southeast quarter of Section I3,
Township 5 North, Range I West, Boise Meridian, Ada County, [daho.

ALSO INCLUDING:

The North half of the Northeast quarter; the Northeast quarter of the Northwest quarter of Section 24, Township 5
North, Range | West, Boise Meridian, Ada County, Idaho.

ALSO INCLUDING:
Lots 3 and 4 of Section 18, Township 5 North, Range 1 East, Boise Meridian, Ada County, Idaho.

TOGETHER WITH easement rights as more particularly defined and described by instrument recorded under No.
99119886 and re-recorded vnder No. 103212741,




Schedule A

COMMITMENT

PARCEL T

The Southeast quarter of the Southeast quarter in Section 28, all in Township 5 North, Range 1 West, Boise Meridian,
Ada County, Idaho, .

EXCEPTING THEREFROM the following: .
A tract of land in the Southeast quarter of Section 28, Township 5 North, Range 1 West, Boise Meridian, Ada County,

Idaho, more particularly described as follows:
Commencing at a 1-inch pipe in the fence comer marking the quarter corner common to Sections 27 and 28, Township 5

North, Range 1 West, Boise Meridian, Ada County, Idaho, from which & granite stone marking the section corer
commen to Sections 21, 22, 27 and 28, Township 5 North, Range 1 West, Boise Meridian bears North 2578.65 feet;
Thence South 18°00°15” West, 2132.44 feet to a nail in a certain bridge, the REAL POINT OF BEGINNING;
Thence North 1°32°10” West 637.69 feet to a steel pin in an existing fence line;
Thence South 87°08°30” West along said fence line 336.38 feet to a steel pin;
ce South 1°31°50” East 658,83 feet to a stesl pin;
-ace North 83°33°10™ East 337.59 feet to the REAL, POINT OF BEGINNING,

AND EXCEPT: -
A portion of the Southeast quarter of the Southeast quarter of Section 28, Township 5 North, Range 1 West, Boise

Meridian, Ada County, Idaho, more particularly described as follows:

Commencing at the Southeast corner of Section 28, Township 5 North, Range 1 West;

* Thence North 89°22°06” West 1317.53 feet to a 1/16% corner;

Thence North 00°11°33 West 368.47 feet to the Southeast corner of King Estates Subdivision;

Thence along the East boundary of said subdivision North 00°1 1733" West 148.39 feet to the POINT OF BEGINNING;
Thence North 00°11°33" West 279.24 feet to the Northeast corner of Lot 2, Block 1, King Estates Subdivision;
Thence North 00°11°33” West 520.00 feet;

Thence North 89°30°40™ East 312.37 feet;

Thence South 01°44°09” East 579.88 feet; ]

Thence South 55°48°48” West 395.59 fect to the POINT OF BEGINNING.

AND EXCEPT: .
A portion of the Southeast quarter of the Southeast quarter of Section 28, Township 5 North, Range 1 West, Boise

Meridian, Ada County, Idaho, more particularly described as follows:
Commencing at the Southeast corner of Section 28, Township 5 North, Range 1 West;
Thence North 42°07°39” West 975.80 feet to the POINT OF BEGINNING;
Thence North 75°01*28” East 10.27 feet;
31‘(1_) .
AL £ ~ Commitment Form
Schedule A page 2 of 3 page(s)




Schedule A

COMMITMENT
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Order No. 254831

Thence North 01°44'28" West 610,15 feet:

"Thence South 83°30'40" West 346,37 feet;

Thence South 01°44°09” East 60.40 feet;

Thence North 86°56°11 East 336,38 feet;

Thence South 01°44°28" Bast 567.43 feet to the POINT OF BEGINNING.

b

REG
Q%%
R R
R&R

TOGETHER WITH:
A portion of the Southeast quarter of the Southeast quarter of Section 28, Township 5 North, Range 1 West, Boise

Meridian, Ada County, Idaho, more particularly described as follows:

Commencing at the Southeast comer of Section 28, Township 5 North, Range 1 West;
Thence North 42°07'39” West 975.80 feet to the POINT OF BEGINNING:

Thence South 01°44'28" East 70.26 feet:

Thence South 83°20°51” West 337,59 feet;

Thence North 01°44°09" West 20,07 feet;
Thence North 75°01'38” East 345.52 feet to the POINT OF BEGINNING,

= ether with an easement as more particularly defined and described by Instrument recorded under No. 94076106,

)

Y

Al Commitment Form

Schedule A page 3 of 3 pepe(s) -




Schedille A

XARXRAAEARERRARAREXRRRARRRRRRERRERRRERRRR
RAZRAXRRAREAEZRRRRARRRRARRRARRRRRZRRRRAKRR R

FRARXRXARXRXRXARRARRARARARARXRAXAXRRARRRRRXRRXRRR
REXARXARXRRRRARRARRRRAARRRARRRRRRRXARRRERRX

Order No. 259985

EXHIBIT A-2-D
. EXHIBIT A

Parcel I
The Northwest quarter of the Southwest quarter, the Northeast quarter of the Southwest quarter and the Southwest

quarter of the Southwest quarter of Section 27, Township 5 North, Range 1 West of the Boise Meridian in Ada County,
Idaho.

Parcel I
A portion of Lot 2, Block 1, Kling Estates Subdivision in Sections 28 and 33, Township 5 North, Range 1 West, Boise

Meridian, Ada County, Idaho, more particularly described as foliows:

Commencing at the Southeast corner of Section 28, Township 5 North, Range 1 West;
~~ “ence North 89°22°06” West 1317.53 feetto a 1/16" corner;
\\) snce North 00°11°33" West 368.47 feet to the Southeast corner of Kling Estates Subdivision, the POINT OF
BEGINNING; '
Thence South 49°46°43” West 563,24 feet;
Thence North 89°22°06™ West 75.41 feet;
Thence South 57°48°06™ West 467.45 feet;

Thence North 00°00°00” East 303.23 feet;
Thence South 67°58°34™ East 25.66 feet on a curve to the left whose radius of 140.00 feet, whose central angle is

68°28'28", whose length is 167.31 feet and whose long chord bears North 77°47°12” East 157.53 feet,
Thence North 43°32°58” East 140.31 feet;
Thence on a curve to the left whose radius of 250.00 feet whose central angle is 05°57°01”, whose length is 25.96 feet
and whose long chord bears North 40°34°07” East 25.95 feet;
Thence North 80°45°15” East 27.32 feet;
Thence South 69°07°26” East 45.40 feet;
Thence North 64°24°11% East 50.04 feet;
Thence North 22°54°55™ East 64.53 feef;
Thence North 19°29°07” East 67.97 feet;
Thence North 47°57°08” East 51.57 feet;
Thence North 77°46°41” East 51.93 feet;
Thence South 8§7°13°59” East 58.11 feet;
Thence South 79°59°56™ East 63.34 feet;
Thence North 67°52°17” East 48.40 fest;
Thence North 54°59°54% East 50.14 feet;
-+ nce North 04°33°29” West 113.44 feet;
D 2nce North 54°26°54” East 50.18 fest;

3539
ALTA Comumitment Form

Schedule A page 2 of 3 page(s)
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QOrder No. 259985

Thence South 60°53°22” East 99.46 feet:
Thence North 79°31°22” East 33.39 feet;
Thence South 00°11*33” East 148.39 feet to the POINT OF BEGINNING.

TOGETHER WITH an easement as more particularly defined and described by instrument recorded under No, 94076106.

)
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EXHIBIT A-2-E

EXHIBIT “A”

LEGAL DESCRIPTION

Lot 4 in Block 1 of Guich Ranch Estates accordin 7
g to the plat th f filed |
Bock &1 of Plats at pages 68097 and 6098, records of Ada Cou?\ty. Id:;\? fed In

STATE OF IDAHO, COUNTY OF ADA, s )
1, 1. David Navorro, Recorder for Ada County, d.ohei:f:y cgn)l'y l'l%uhz Annexed {5 8 full,
trug and correct copy of Inst, No.— S 0% [f ’

&5 |1 oppecfs on record in Hook of.

_at Page. Records of Ada Caunty, State of Idsho.
iN w1fprl§§_s WHEREOF, 1 kave, sgt my hand and affined my officiol seol shis
v dng of 2427 9.5 e m_ﬁ_& 3

1. DAVID NAVARRO, Recorder
By. - Deputy
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" EXHIBIT A-2-F .- .
" EXHIBIT “A"

LEGAL DESCRIPTION

Parcel 3:

The Southwest Quarter of Section 15, .Township 5 North, Range 1 East, Boise
Meridian, in Ada County, idaho.

Py
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EXHIBIT A-2-¢ - .
EXHIBIT *A”
LEGAL DESCRIPTION

Parcel 2:
The Southeast Quarter of the Northeast Quarter of Section 9, Township 5
North, Range 1 East, Boise Meridian, In Ada County, Idaho.

Parcel 6:

The North half of the Northeast Quarter and the Northeast Quarter of the

Northwest Quarter of Section 21, Township 5 North, Range 1 Eas{, Boise
Meridian, in Ada County, Idaho.

Parcel 7:

The Northwest Quarter of the Norithwest Quarier of Section 22, Township
5 North, Range 1 East, Boise Me_ridian, in Ada County, daho. '
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EXHIBIT A-2-H
EXHIBIT A

Parcel 8:
The West half of the Southwest Quarter of Section 14, Township 5 North, Range 1 West, Boise
Meridian, in Ada County, Idaho.

Parcel 9:
The Southeast Quarter of the Northeast Quarter and the South half of Section 15, Township 5
North, Range 1 West, Boise Meridian, in Ada County, Idahe.

Parcel 10:

The following describes a parcel of real property lying in a portion of the South Half of Southeast
Quarter of Section 21 and in a portion of the West Half of the Northeast Quarter of Section 28, all
Iying easterly of Higliway 16, Township 5 North, Range 1 West, Boise Merldian, Ada County,
Ydaho, being more particularly described as follows:

BEGINNING at the Quarter Corner common to Section 21, 22, 27 and 28; thence,

North 88°39%16* West, 1325.31 feet; thence,

South 60°26°35" West, 2632.13 feet; thence,

North 88°41°42” West, 933.28 feet; thence,

North 12°48’04” East, 1004.34 feet; thence,

North 13°45'48” West, 22.36 feet; thence,

North 12°48°04” East, 1748.40 feet to a spiral to the left; thence, along said spiral a distance of
208.46 feet, having a radius of 3342.70, a theta of 1°47°12”, which bears North 12°12°20” East,
208.45 feet; thence,

North 37°30°45” East, 108.57 feet to a curve to the left; thence, along said curve a distance of 946.18
feet, having a radins of 2401.85, a central angle of 22°34°16”, having 2 tangent of 479.31, which
bears North 02°14°04* West, 940.08 feet; thence,

South 88°48°04” East, 1619.66 feet; thence,

South 00°49°56” West, 1322.34 feet to the POINT OF BEGINNING;

EXCEPT that portion thereof described as follows:

A 100.00 x 100.00 foot square parcel of land located in the Southeast Quarter of the Southeast
Quarter of said Section 21, described as follows:

Commencing at the Sontheast corner of Section 215 thence,

North 89°17°40” West, 1325,30 feet to the Southwest corner of said Southeast Quarter of the
Southeast Quarter; thence

North 00°18°58" East, 738.92 feet along the West line of said Southeast Quarter of the Southeast
Quarter; thence,

North 89°41°02” East, 5.39 feet to the POINT OF BEGINNING:; thence,

North 27°13°45” East, 100.00 feet; thence,

South 62°45°15” East, 100.00 feet; thence,

South 27°13°45” West, 100.00 feet; thence

* North 62°45°15” West, 100.00 feet to the POINT OF BEGINNING.

Parcel 11:
The Northeast Quarter of the Northeast Quarter of Section 22, Township 5 North, Range 1 West,

Boise Meridian, in Ada County, Idaho.

Ticor Tille




Parcel 12:
The North half of the Northwest Quarter of Section 23, Township 5 North, Range 1 West, Boise

Meridian, in Ada County, Idaho.

Parcel 13: :

The South half of the Northeast Quarter, the Southeast Quarter of the Northwest Quarter and the
Northwest Quarter of the Southeast Quarter of Section 27, Township 5 North, Range 1 West, Boise
Meridian, in Ada County, Idaho,

Ticor Title




EXHIBIT A-2-1I
EXHIBIT A

Parcet 1:

The Southeast Quar ter of the Southwest Quarter, the West half of the Southeast Quarter, and the
Northeast Quarter of the Southeast Quarter of Section 8, Township 5 North, Range 1 East, Bolse
Meridian, in Ada County, Idaho,

Parcel 4
The Northeast Quarter, the Southenst Quarter, and the South half of the Southwest Quarter of
Section 17, Township 5 North, Range 1 East, Bolse Meridian, in Adr County, Idaho.

Parcel 5:

The Northeast Quarter, the North helf of the Northwest Quarter, the Southeast Quar ter of the
Novthiwest Quarter, the Northeast Quarter of the Southwest Quarter, and the Northwest Quarter of
the Southeast Quarter of Section 20, Township 5 North, Range 1 Bast, Boise Meridian, in Ada
County, Idaho;

EXCEDT that portion thereof lying within that tract of land, more particularly deseribed as
follows, conveyed to Michael S. Homan by deed recorded under Instrument No, 103034609:

A parcel of Iand lying in Section 20, Township 5 North, Range 1 East, Boise Meridian, Ada Coeunty,
Idaho, said parcel being more particularly deseribed as follows: .

Commencing af the Brass Cap marking the corner common to Sectlons 20, 21, 28, and 29,
Township 5 North, Range 1 East, Boise Meridian, Ada County, Idaho; thence

South 89°49°55” West 1321.27 feet to an iron pin marking the East 1/16 corner common to said
Sections 20 and 29; thence

South 89°49°50” West 1321.43 fect to the Brass Cap marking the % corner common to said Sections
20 and 29, said point belng the POINT OF BEGINNING; thence

South 89°50°08” West 1321.62 feet fo the West 1/16 corner common to s'ticl Sections 20 and 29;
thence

North 00°50°26” West 394179 feet nlong the West 1/16 line to the Northwest 1/16 corner; thence
North 80°42256” East 9.92 feet along the North line of the Southeast Quarter Northwest Quarter to
the West right of way Hne of Willow Creek Road; thence along sald right of way line of Willow
Creek Road-the following courses and distances;

Sonth 27°38722 Last 62.21 feet fo a point of curve; thence along a curve to the right 113.94 feef,
said cnrve having a delta of 16°18714%, a radius of 400.40 feet, tangents of 57.36 feet and a long
chord of 113.55 feet which bears

South 19°29715” East to a point of tangent; thence

South 11°20°08™ East 144,76 feet to a point of curve; thence along a curve to the left 476.94 feet,
said curve having a delta of 28°09°20”, a radius of 970,55 feet, tangents of 243.39 feet and a long
chord of 472.15 feet whiclk bears

South 25°24748" East to a point of tangent; thence

South 39°29228” East 233,00 feet to a point of curve; thence along a curve to the right 200.60 feet,
snid curve having a delta of 20°02°27%, a radius of 573.50 feet, tangents of 101.33 fect and a long
chord of 199,58 feet which bears

South 29°28°14” East to a point of reverse curve; thence along a curve to the left 234.81 fect, said
eurve having a delta of 12°55'34”, a radius of 1040.80 feet, tangents of 117.90 feet and = long chord
of 234,31 feet which bears

Sputh 25°54°48” Last to a point of tangent; thence

Tigor Title




O

i

Sonth 3292235 East 223.05 feet to a point of curve; thence along a curve to the left 331.68 feet,
said curve having a delta of 10°00°18”, a radius of 1899.41 feet, tangents of 166.26 feet and a long
chord of 331,25 feet which bears

South 37°22°44” East to a point of tangent; thence

Sonth 42°22°53" East 231,38 fect; thence

South 45°03°57” East 411.88 feet to a point of curve; thence along a curve to the left 204.80 fect,
sald eurve having a deltr of 09°02°30%, a radius of 1297.79 feet, tangents of 102.61 feet and a long
chord of 204.59 feet which bears

Sonth 49°35°12” East to a point of reverse cnrve; thence along a curve to the right 208,60 feet, said
curve having a delta of 12°35°19”, a radius of 949,44 feet, tangents of 104,72 feet and a long chord
of 208.18 feet which bears

South 47°48°47” East to a peint of tangent; thence

South 41°31°08” East 186.78 feet to the South 1/16 line; thence

_South §9°44°35” West 495.92 fect to the South 1/16 corner; thence

South 00°44°17” Bast 1314.92 fect to the POINT OF BEGINNING.

Tieor Fitie
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EXHIBIT A-3-J
First American Title Insurance Company

COMMITMENT

SCHEDULE A
File No. 255123A

LEGAL DESCRIPTION

Original Option Property
Government Lot 4;
That portion of the SE % of the SW % lying Southwesterly of the centerline of Willow Creek Road;

All in Section 7, Township 5 North, Range 1 East of Boise Meridian, in Ada County, Idaho.

That portion of the NW Y of the SW % lying Southwesterly of the centerline of Willow Creek Road;
Allin Section 17, Township § North, Range ! East of Boise Meridian, in Ada County, Idaho.

That portion of the NW ¥ of the NE % lying Southwesterly of the centerline of Willow Creek Road;
That portion of the S ¥ of the NE ¥ lying Southwesterly of the centerline of Willow Creek Road,
That portion of the E ¥ of the NW % lying Southwesterly of the centerline of Willow Creek Road;
Government Lots 1 and 2;

The E ¥ of the SW '%;
That portion of the SE % lying Southwesterly of the centerline of Willow Creek Road;

All in Section 18, Township 5 North, Range 1 East of Boise Meridian, in Ada County, Idaho.

The NE %;
The E ¥ of the NW %4;
Government Lots 1 and 2;

The SE ¥;
All in Section 19, Township 5 North, Range 1 East of Boise Meridian, in Ada County, Idaho.,

The SW ¥ of the NW Y;

The W Y% of the SW ;
All in Section 20, Township 5 North, Range 1 East of Boise Meridian, in Ada Cpunty, Idaho,

The E 2 of the SE Y of Section 10, Township 5 North, Range 1 West of Boise Meridian, in Ada County,
Idaho.

The SW % of the NE %;
The S Y2 of the NW Y;

The S ¥;
All'in Section 11, Township 5 North, Range 1 West of Boise Meridian, in Ada County, Idaho,

The S ¥ of the NE %;

This commitment is invalid unless the Insuring Provisions and Schedules A and B are attached.

Schedule A page 6 of 10 page(s)




) )

First American Title Insurance Company

COMMITMENT

SCHEDULE A
File No. 255123A

The SE ¥ of the NW Y4;
The N % of the SW Y%;

The SE %; ’
All in Section 12, Township 5 North, Range 1 West of the Boise Meridian, in Ada County, Idaho.

The NE %;
The SE ¥ of the NW Y4;

The S ¥; of the SW ¥;
All in Section 13, Township 5 North, Range 1 West of Boise Meridian, in Ada County, Idaho.

The N ¥%;
The E % of the SW Y4;
The N % of the SE ¥;

The SW % of the SE %;
All in Section 14, Township 5 North, Range 1 West of Boise Meridian, in Ada County, Idaho.

7 The NE Y% of the NE Y of Section 15, Township 5 North, Range 1 West of Boise Meridian, in Ada

County, Idaho.

The SE Y of the NE ¥%;

The NE % of the SE V;
All in Section 22, Township 5 North, Range 1 West of Boise Meridian, in Ada County, Idaho

The NE %;

The S ¥4 of the NW %;
The SW ¥4;

The N 2 of the SE %4,

The SW % of the SE %;
All in Section 23, Township 5 North, Range 1 West of Boise Meridian, in Ada County, Idaho.

The S % of the NE %,

The W ' of the NW ¥;
The SE Vi of the NW V;
The NE % of the SW 1%;

The N % of the SE Y;
All in Section 24, Township 5 North, Range | West of Boise Meridian, in Ada County, ldaho.

The NW Y of the NW Y4 of Section 26, Township 5 North, Range 1 West of Boise Meridian, in Ada
County, ldahe.

This commitment is invalid unless the Insuring Provisions and Schedules A and B are attached.

Schedule A page 7 of 10 page(s)
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First American Title Insurance Company

COMMITMENT

SCHEDULE A
File No. 255123A

The NE % of the NE % of Section 27, Township 5 North, Range 1 West of Boise Meridian, in Ada
County, Idaho.
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Exhibit “B-1"
Core Property and the remaining Non-Core Property remaining in the

SunCor/Spring Valley Trust
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Hoylance & Assou.ates P.A.
Tefephone (208) 939-2824 Fax (208) 939-285¢

39t W._State Street, Suite E, Eagle, Idaha’ 83616

Apil 29, 2004
Project No. 2408 -

Legal De’sgripﬁoﬁ )
. Suncor Development Company
Core Properties

A tract of land located in Township 6 North, Range 1 East, Boise Meridian, Gem County, Idaho described
as follows:

In Section 22, the East One Half of the Souttieast One Qu;'srtcr, and;

In Section 23; Lots 2, 3, 5 and 6, excépt any portion of the Independence and Santiago Mines,
the Southeast One Quarter, the Southwest One Quarfer, and the Southeast One Quarter of the

Northwest One Quarter, and; .
All portions of Sections 24, 25, and 26, and: A
In Séction 34, the South'east One Quarter of the Southeast One Quarter, and;
In Section 35, the North One Half and the Southwest One Quarter, atd;
o~ ~ InSection 36, the South One Half of the Southeast One Quarter, and the Northeast One Quarter
' ) - ofthe Southéast One Quarter except the portions lying ‘within the foltowing 2 Legal
Descriptions: : . : '
A tract of land situated in portions of Sections 13, 14, 23 and' 24, Township 6 North,
Range 1 East, Boise Meridian, Gem County, Idaho, described as follows:

Re: Arnhended Record of Survey filed as Instrument No, 170762, records of Gem Couity,
Idaho. ‘

Commencing at the section corner common to Sections 13, 14, 23 and 24, Township 6
North, Range 1 East, matked by a found 5/8” iron pin and aluminum cap monument
stamped P.L.S. 4108; )

Thence South 57°06°16” West, a distance of 656.51 feet to the Northeast corner of the
Santiago Claim of the Black Pearl Group marked by a found 5/8” iron pin P.L.S. 4108
and the real point of beginning; ’ : _
Thence along the Northeast boundary of the Santiago and the Easterly boundary of the
Independence and the Deserter Claims of the Black Pearl Group the following courses

and distances:

Thence North 79°40°40” West, a distance of 629.68 feet to a found 5/8” iron pin PL.3.,
4108, ' ’ i )
Thence North 07°38°56” West, a distance of 598.85 feet to a found 5/8” im_n pin PL.S.

4108,

EXHIBIT-
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AND ALSO

5 D)

Thence North 21°58°55” West, a dlstance of 696.95 feet to the Northeast cortier of the

 Deserter Claim of the Black Pear] Group marked by a found 5/8” iron pin P L.S. 4108;
-Thence leaving the Black Pearl Group, South 79° 44’147 East, a distance of 2273.98 feet

to a set 5/8” jron pin PL.S. 4108,
Thence South 19°13°10” West, a distance of 1806 00 feet to a set 3/8” iron pm PL.S.

4108, ‘
Thence North 78°09°12” West, a distance of 82925 feet fo the Southeast comer of the

Santiago Claim of the Black Pear] Group,
‘Thence North 12°20°33” East, a distance of 601.51 feet, along the Easterly boundary line

of the Saptiago Claim to the real point of beginning.
AND '

The following describeéd poition of Dese:ter ‘Independence and Santiago Mining Claims:
f

Beginning at the Southwest corner of the Southeast One Quarter of the Southeast One

. Quarter of Section 14, Township 6 North, Range 1 East, Boise Meridian, Gem County,

Idaho; )
Thence South 0°0°00™, a distance of 800.1 feat,

Thence South 78°12°00” East, a distance of 227.3 feet,

Thence South 85°57°00” Bast, a distance of 213.67 feet,

Thence South 8°50°00” West, a distance of 28.85 feet,

Thence South 78°12’00" East, a distance of 216.88 feet,

Thenee North 12°22'00” East, a distance of 600 feet,

Thence North 79°49°00” West, a distance of 631 1 feet,

Thence North 7°30°00” West, a distance of 600 fect,

Thence North 21°52°00” West, a distance of 194 4 feet,

Thence South 0°0°00”, a distance of 538.4 feet to the real point of beginming.

A tract of land located in Township 6 North, Range 2 East, Boise Meridian, Boise County, Idaho
described as follows: :

A. parcel of land situated in the Southeast One Quarter of the Sourtheast quarter of Section
17, Township 6 North, Range 2 East, Boise Meridian, Boise County, Idaho, as shown on
the Record of Survey filed under Instrument No. 167338 in the Office of the Boise
County Recorder, Idaho City, Idaho, said parcel being described as foHoWs.

Begmmng at ap iton pm w1th an alumninum cap marlung the Southeast comer of

* said Section 17,
Thence zlong the East boundéry of said Section 17 North 00°33°29” Fast a

distance of 595 84 feet to a point on a curve on the Easterly dght of way boundary
of old Highway 55 FAPF. 129-(13),
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Thence along the said Easterly fght of way boundary along the arc of a curve to
the right having a radius of 722.96 fest, a central angle of 06°37°36™, a length of
83.62 feet and a long chord which bears South 29°27‘18“ West a distance of
83.57 feet to a point of spital curve,

Thence continuing along the arc of a spiral curve to the right having a long chord
which bears South 37°37°26” West a distagce of 169.50 feet to a point of tangent;
Thence South 40°16°06” West a distance of 220.75 feet to a point of spiral curve,
Thence continuing along the arc of a spiral curve fo the left having a long chord
which bears South 37°56"40” West a distance of 130.15 feet to a point of curve,
Thence continuing along the arc of a curve to the left having a radius of 419.52
feet, a central angle of 17°08°36”, a length of 125.52 feet and a long chord which
bears South 24°09°05” West a distance of 125.06 feet to a point on the South

boundary of said Section 17,
Thence along the said South boundary, South 89°30°00 East a distance of 412.67

feet, to the point of bcgmmng

In Section 19, the Southwest One Quarter, the Southeast One Quarter and the South One Half of
.. the Northeast One Qtiarter, and; . _
All of Section 20, Except that portiont thereof lying within the following:

A tract of land situated in the Northeast quarter of Section 20 and the Southeast guarter of
the Southeast ‘quarter of Section 17, all in Township ¢ North, Range 2 East, Boise
Meridian, Boise County, Idaho, said tract being described as follows: :

Commencing at a steel pin set to mark the Southwest coiner of said Section 17,

Thence along the Southerly line of said Section 17 South 89°10°42” East a
distance of 2624.35 feet to a found stone monumenting the South quarter corner
of said Section 17 Thence continuing along the Southerly fine of said Section 17
South 89°30700” Eﬂst a distance of 1279 .86 feet to a steel pin, said steel pin being

thie point of begi
Thence leaving the Southerly line of said Section 17 and foﬂowmg an existing

fence
South 00°01°36™ West a distance of 139707 feet to a steel pin on the Westerl}r

right of way of old Highway 55,
Thence following the Westerly rght of way of old Highway 55 the following

courses and distances:

Thence North 00°00°00™ East a distance of 152.83 feet along the arc of a non-
tangent circular curve to the right, said curve having a radins of 722.96 feet, a
central angle of 12°06°43”, a chord bearing: of North 53°01’44™ East and a chord
distance of 152.54 feet to asteel pin, . '
Thence along the arc of a spiral curve to the right, said spiral having a Iong chord
bearing of North 63°56°27" East and a chord distance of 169.52 feet to a dght-of-
way monument; Thence North 66°35°06” East a distance of 8338 feet to a nght-
of-way monument;. Thence along the arc of a spiral cuive to the left, said spiral
having a long chord bearing of North 64°29°08” East and a chord distance of

. 132.25 feet to a steel pin,
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Thence North 00°00°00” East a distance of 641.23 feet along the arc of a circular
curve to the left, said curve having a radius-of 486.62 feet, a ceptral angle of
75°30°00”, a chord bearing of North 22°05°06” East and a chord distance of
395.83 feet to a steel pin, .

Thence along the arc of a spiral clirve to thc left, said spiral having a long chord
bearing of North 20°18’55” West and a chord distance of 13223 feet to a right-
of-way monument, .
Thence along the arc of a spiral curve to the rght, said spiral hav1n°r a long chord
beaung of North 19"45’ 147 West and a chord distance of 169.62 feet to a steel
pin,

Thence North 00°00 00” West a distance of 302.58 feet along the arc of 2 cizcular
curve to the right, said curve having a radius of 719.52 feet, a central angle of
24°05’40”, a chord bearing of North 02°49°21” West and a chord distance of -
30035 feet to a point,’

Thence North 00°00'00” East a distance of 295 09 feet along the arc of a c:rcular
curve to the right, said curve having a radius of 719.52 feet, a central angle of
23°29°54”, a chord bea:cing of North 20°58°26” East and a chord distance of
293.03 feet to a steel pin,

Thence along the arc of a spiral curve to the right, said spiral having a long chord
bearing of North 37°36°26™ East and a chord distance of 169.62 feet to a right of

‘way monument; Thence North 40°16°06” East a distance of 220.75 feet to 2 steel

pin,
Thence along thié arc of a spiral curve to the left, said spiral having a long chord

bearing of North 37°57°25" East and a chord distance of 130.27 feet to a steel pin,

Thence North 00°00°00” East a distance of 303.89 feet along the arc of a circular

curve to the left, said curve having a radivs of 422.96 feet, a central angle of
41°10°00”, a chord bearing of North 12°11°06” East and a chord distance 297 40

feet to a steef pin,

Thence along the arc of a spiral curve to thc left, said spiral havmg a long chord

bearing of North 13°35°13” West and a chord distance of 13027 feet to a right-

of-way miopument,
Thence North 15°53°54” West a distance of 238 feet to a right-of-wdy

monument, )
Thence along the arc of a spiral curve to the right, said spiral having a long chord
bearing of Norih 13°15°14” West and a chord distance of 169.50 feet to a steel
pin,

Thence Noxth 00°00°00” West a distance of 43.29 feet along the arc of a circular
curve to the right, said curve having a radius of 722.96 feet, a central angle of
03°2552”, a chord bearing of North 06°40’58” West and a chord distance of
4329 feet to a point on the Northerly line of the Southeast quarter of the
Southeast quarter of said Section 17,

Thence leaving said Westerly right-of-way dnd following the Norﬂlcxly line of the
Southeast quarter of the Southeast quarter of said Section 17 North 89°20°25”
West a distance of 981:45 feet to a steel pin monumenting the Northwest corner
of the said Southeast One Quarter of the Southeast One Quarter, _
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Thence along the Easterly line of the said Southeast One Quarter of thé Southeast
One Quarter South 00°14”18” West a distance of 1313.12 feet tc a steel pin
monumeniing the Southeast comer of the Southeast One Quarter of the Southeast

One Quarter, :
Thence North 89°30°00” West a distance 6f 7 16 feet to a steel pin, said pin being

the pofnt of beginning.

And Except that portion conveyed to the State of Idaho by the Deed recorded Imder
Instrument No, 126533
Tn Section 28, the Northwest One Quarter, the Southwest Onc Quarter of the Northeast One
Quarter, the North One Half of the Southwest One Quarter and the NorthWest One Quartcr of the
Southeast One Quarter, and;

In Section 29, the North One Half of the Northcast One Quarter, the Northwest Ope Quarter of
the Southiwest Orie Quarter, and the Northwest One Quarter, Except those portions coriveyed to
the State of Idaho bj_r‘ the Deeds recorded under Instrument No’s 116461 and 126533

All po'rtioﬁs of Section 30, Except that portion thereof conveyed to the State of Idaho by the
Deed recorded under Instrument No. 116461.

Tn Section 31, Govemnment Lots 2, 3, and 4, the Bast One Half of the Northwest One Quarter the
Edst One Half of the Southwest One Quaiter and the East One Half, Except that portion
conveyed to the State of Idaho by the Deed recorded under Instrument No. 116461.

In Section 32, the Southwest One Quarter of the Southwest One Quarter.

AND ALSO
A tract of land located in Township 5 North, Range 2 East, Boise Meridian, Boise County, Idaho
- described as follows: .

In Section 5, the West One Half of the Southwest One Quarter, the Southwest One Quarter of the
Northwest One Quarter and Government Lot 4, and;

In Section 6, all portions which lie within Boise County including Government Tots 1,2, 3,4, 5,l
and 6, also including but not limited to that portion of abandoned highway right of way as

evidenced by Insttument No. 134123, Except those portions conveyed for road right-of-way by -

deeds recorded under Instrument No’s 46769 and 116461

In Section 7, all portions which lie within Boise County, and;

In Section 15, the South One Half of the Southwest One Quarter, and;

In Section 16, the Southeast One Quarter of the Southeast One Quarter, and;

.Jn Section 21, all portions which hie withun Boise County, and;

In Section 22, all po:riioﬁs which lie within Boise County
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AND ATSO
A tract of land located in ‘I‘ownshlp 5 North, Rancre 2 East, Boise Mendlm Ada County, Tdaho descnbad

as follows:

In Scc’aon 6 ‘all portions which lie within Ada County, Except that portion conveyed to the State
of Idaho for public road by deed recorded under Instrument No. 127565 in Book 182 of Deeds,
Page 23.

And éxcepit that portion conveyed to the State of Idaho by deed recorded under Instrument No.
191533 in Book 235 of Deeds, Page 542.

And éxcept that portion conveyed to the State of Idaho by deed recorded under Instrument No.
8514764

In Section 7, all portions which lie within Ada County, Exeept that port:ion convcycd to the State
of Idaho by deed recorded under Instrument No. 160917 in Book-208 of Deeds, Page 611.

And except that portion conveyed to the State of Idaho by deed recorded under Instrument No.

191535 Boak, Page 542.
And except that port.ton conveyed to the State of Idaho by deed recorded under Insizumcnt No.

8514764.
In Section 17, the West One Half of the West One Half, the Southeast One Quarter of the
Southwest One Quarter, the South One Half of the Southeast One Quarter and the Northwest

One Quarter of the Southeast One Quarter, and;

All of Section 18, Except that portion éonveyed to the State of Idaho for public road by deed
recorded under Instrument No. 127564 in Book 182 of Deeds, Pages 21 and 22.

And exb‘ept that portion conveyed to the State of Idaho by deed recorded under Instrument No
160917 111 Book 208 of Deeds, Page 611.

And except that portion conveyed to the State of Tdaho by deed recorded under Instrument No
610585.

And except that po‘rﬁon conveyed to the State of Idaho by deed recorded under Instrument No.

8514764.
All of Section 20, Except that portion convcyed to Ada County for Healy Toll Road by deed
recorded under Instrument No 19780 in Book 74 of Deeds, Page 254.

In Sectiom 21, all portions which He within Ada County, Except that portion conveyed to School
District No-50 by deed recorded under Instrument N 0.5 8453 in Book Of Deeds, Pages 161 and

162.
Axnd except that portion conveyed to Ada County for Healy Toll Road by deed recorded under
Instrument No. 19780 in Book 74 of Deeds, Page 254 _

In Sestion 22, all portions which lie within Ada County.
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ANDALSO

A tract of Iand Iocated in I'ownshlp 5 North Range 1 East, Boise Meridian, Boise County, Idaho
described as follows:

In Section 1, all portions which lie witkﬁn Boise County including Govemnment Lots 1 and 2,

AND ATSO

A tract of land located in Township 5 North, Range 1 East, Boise Meridian, Ada County Idaho, Idaho
descrbed as follows:
In Section 1, all portions which lie within Ada County Idaho including Government Lots 1, 2, 3,
and 4, Except that portion conveyed to the State of Idaho for public road by deed recorded under |
Instrument No. 127565 in Book 182 of Deeds, Page 23.

I Section 2, Government Lots 3 and 4, and;

.In Section 3, Government Lot 1, and;

All of Section 12, Except from the Southwest One Quarter of the Southwest One Quarter of said
Section12, a one acre parcel for a school house lot reserved in Sheriff’s Deed recorded under

Instrurifent No, 143440 in Book 183 of Deeds, page 171
In Section 13, the North One Half, the Southeast One Quarter, and the North One I-Ialf of the
Soutiwest One Quarter, and;

In Section 24, the North One Half of the Northeast One Quarter.

Subject to all existing easements and rights-of-way, recorded or prescriptive.

Prepared By: ROYLANCE & ASSOCIATES P A.
-391 W. STATE STREET, SUITE E
EAGLE, IDAHO 83616
208-939-2824
208-939-2855 (FAX)
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Roylance & ASSOGISTBS P.A. Engineers « Surveyors . Landplanners
Telephone (208) 939-2824 Fax (208) 939-2855

391 W State Stiest, Suite E, Eagle, Idaho 83616

April 29, 2004
Project No: 2408

Legal Description
Suncor Development Cormpany
Non-Core Properties

A tract of land located in Township 5 N orth, Range 1 East, Boise Meridian, Ada County, Idaho
described as follows:
In Section 2, the South One Half and the South One Half of the N orthwest One Quarter, and;

In Section 3, the Soutlieast One: Quarter, the East Ope Half of the Southwest One Quarter, the
South One Half of the Northeast One Quarter, the Southeast One Quarter of the Northwest One

Quarter and Government Lots 2, 3 and 4, and; '
In Section 4, the South One Half, the South One Half of the Northwest One Quarter, the
Southeast One Quarter of the Northeast One Quarter and Government Lots 1 and 4, and;’

In Section 5, the South One Half of the Northeast One Quarter, the Northeast One Quarter of the

1
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Southeast One Quarter and Government Lots 1 and 2
In Section 7, the Sou’chwest One Qualter of the Southeast One Quarter thevGontheesi-Cmer
* Tit Section 8, the Soxrih One Half of the Northeast One Quarter, the East One Half of the

Northwest One Quarter, tHe North One Half of the Southwest One Quaster, the Southwest One
Quarter of the Southwest One Quarter and the Southeast One Quarter of the Southe.ast One

‘Quarter, and;
Tn Section 9, the West One Half, the Southeast One Quarter, the West One Half of thc Northeast

One Quarter and the Northicast One Quarter of the Northeast One Quarter, and;

Tn Section 10, the Southwest One Quarter and the Southeast One Qnarter of the Nogtheast One &+
Quarter, and; . .
In Section 11, the South One Half of the Northwest One Quarter and the North One Half of the
"~ Nertheast O Quarter, and; .
Quérfer, ot

In Section 17, the NorthWest One Quaﬂfer and the Northeast One Quarter of the Southwest One

AND AT.SO
A tract of land located in Township 5 NortE_l,l Range 2 East, Boise Meridian, Ada County, Idaho
descrbed as follows:

Tn Section 8, those portions of the Southwest One Quarter and the Southwest One Quarter of the

Southeast One Quarter lying in Ada County, and;
Tn Section 17, the Northeast One Quarter of the Northwest One Quarter and those portions of the
North One Xalf of the Northeast One Quarter lying in Ada County, and;

Tn Section 19, the North One Half of the Northeast One Quarter, the East One Half of the
Southeast One Quarter, the East One Half of the Notthwest One Quarter and Government Lot 1,

and; ; .
In Section 27, the Northwest Ope Quarter of the Northwest One Quarter, and;

' In Section 28, the North One Half of the North One Falf, and;
In Section 29, the North One Half of the NorthWast One Quarter; and;
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In Section 30, the North One Half of the Northeast Orie Quarter, the Southeast One Quarter of
the Northeast One Quarter, the East One Half of the Northwest One Quarter aod Government
Lot 2, Except that portion conveyed to Ada County for Healy Toll Road by deed recorded under

Instrument No 19780 in Book 74 of Deeds, Page 254.

AND ATL.SO

A. tract of land Jocated in Township 6 North, Range 1 East, Boise Meridian, Gem County, Idaho
described as follows;

I Scbﬁqn 12, Govemnment Lotz 1, 2, 3, 4, 5 and 6, and;
In Section 13, the Southeast One Quarter, the East One Half of the Southwest One Quarter, the
Southwest One Quarter of the Southwest One Quarter and Govemment Lots 1,2, 3, 4,5, 6,7 and

8, and;
In Section 14, Government Lots 5 and 6, and;

In Section 22, the North One Balf of the Southwest One Quarter, the Southeast One Quarter of
the Southwest One Quarter and the West One Half of the Southeast One Quarter, and;

In Section 27, the Fast One Half, the Fast One Half of the Northwest One Quarter, the Bast One
Half of the Southwest One Quarter and the Southwest One Quartér of the Southwest One Quarter,

and;
" Yn Section 28, the Southeast One Quarter and the Southeast One Quarter of the Northeast One
Quarter; and; ‘ .
In Section 33, the East One Half, and;
Inn Section 34, the Northeast One Quarter, the North One Half of the Southeast One Quarter, the

Southwest One Quarter of the Southeast One Quarter, the Southwest One Quarter, the South One
Half of the Northwest One Quarter and the Northeast One Quarier of the Northwest One Quarter.

AND ALSO
A tract of land located in Township 6 North, Range 2 East, Boise Meridian, Boise County, Idaho
described as follows: - '
In Section 7, Government Lots 3, 4, 10 aid 11 and the Bast One Half of the Southwest One
Quarter, and;

Ta Section 18, the West One Half of the Northeast One Quarter, the East One Half of the
Northwest One Quarter, the Northeast One Quarter of the Southwest One Quarter and
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‘Govermment Lots 1, 2, 3 and 4, and;
In Section 21, that portion of the East One Half lying Northwesterly of the Northwestcrly line of New

nghway 5 5 arid the Northwest one quarter of the Northwest One Quarter and . L

In Section 28, the North 6neHa]_f of the Northeast One Quarter, the Southeast One Quarter of
the Northeast One Quarter and the East One Half of the Southeast One Quarter, and;

B In Section 29, the Southeast One Quarter, the South One Half of the Noitheast One Quarter, the
East One Half of the Southwest One Quarter and the Southwest One Quarter of the Southwest
One Quarter, Except those pottions conveyed to the State of Idaho by the Deeds recorded under

- Instroment No's 116461 and 126533.

In Section 32, the Notth Ofe Half, the North Ope Half of the Southwest One Quarter, the North
One Half of the Southeast One Quarter, the Southeast One Quatter of the Southwest One Quaxfcr
and the Southwest One Quarter of the Southeast One Quartér, and;

Tn Section 33, the West One Half of the West One Half and the Southeast One Quarter of the
Southwest One Quarter, and; _

AND ALSO _
A tract of land Jocated in Township 5 North, Range 2 East, Boxse Merididn, Boise County, Kaho
described as follows _
Tn Section 4, the Southwest One Quarter, the South One Half of the Northeast One Quazter, the
South One Half of the Northwest One Quarter and Government Lots 1, 2 and 3, and;
Tn-Section 5, the Southeast Ore Quarter, the East One Half of the Southwest One Quarter, the
South One Half of the Northeast One Quarter, the Southeast One Quarter of the Northwest One
Quarter dnd Government Lots 2 and 3, and;

Tn Section 8, the North One Half of the Northwest One Quarter, the Southeast One Quaztez of the
Northwest One Quarter, the South One Half of the Northeast One Quarter, the N ortheast One.
Quarter of the Northeast Oné Quarter, the East Oné Half of the Southeast Oné Quarter and those
portions of the Southwest One Quarter of the Southeast One Quazter and the Southwest One

Quarter lying in Boise County, and;
In Section 9, the North One Half of the Northwest One Quarter and the West Onc Half of the

N oztheast Cne Quarter, and; .
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In Section 17, those portions of the North One Half of the Northeast One Quarter Iying in Boise
County, and; -
IrSeectiorit-tho-dlestirGmerals (1T NOTIrCTe Hotf it Somirrest-Ome-Cuarter - e toni
Grariamned;
i Sestiond, the Nogt Qe Curi

Subject to all existing easements and rights-of-way, recorded or prescriptive.

391 W. STATE STREET, SUITE E
EAGLE, IDAHO 83616
208-9359-2824

208-939-2855 (FAX)
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EXHIBIT -]

WILLOW CREEK PROPERTY

All portions of the following parcels located northeast of Willow Creek Road in Ada
County, Idaho:

SE1/45W1/4 of Section 7, TSN, R1W, Boise Menidian, Ada County, Idaho
NW1/45SW1/4 of Section 17, T5N, R1W, Boise Meridian, Ada County, Idaho

NE1/4SE1/4, SE1/4NE1/4, NW1/4NE1/4, NE1/4NW1/4 of Section 18, TSN, R1W,
Boise Meridian, Ada County, Idaho

41397.0001.850345.1
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AGREEMENT NO. 7404

DEVELOPMENT AGREEMENT BETWEEN
THE COUNTY OF ADA, IDAHO, AND
SUNCOR IDAHO, LLC, AN IDAHO LIMITED LIABILITY COMPANY

RELATIVE TO THE PROPERTY KNOWN AS THE
AVIMOR PLANNED COMMUNITY

THIS DEVELOPMENT AGREEMENT (hereinafter this “Agreement”} is entered

_into as of this 8% day of February 2006, by and between the COUNTY OF ADA, a

Political Subdivision of the State of Idaho, (the “County”), and SUNCOR IDAHO, LLC,
an Idaho Limited Liability Company, and SUNCOR DEVELOPMENT COMPANY, an
Arizona corporation, (collectively the “Developer”), pursuant to the authorify granted in

Idaho Code §§ 67-6511A, ef seq.

I, - e e WITINESSE T H s e e e e e

WHEREAS, Developer is responsible for development of a certain tract of land in
the County of Ada, State of Idaho, which land is more particularly described in Exhibit A,
attached hereto and incorporated herein by reference, (the “Land”); and,

WHEREAS, title to the Land being held in trust by FIRST AMERICAN TITLE

INSURANCE COMPANY, a California corporation, Phoenix, Arizona, as Trustee under

DEVELOPMENT AGREEMENT - PAGE ]
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evidenced upon the record by that cerfain Memorandum of Agreements (Ada County)
recorded October 22, 2002, as Instrument No. 102121552, Official Records of Ada
County, Idaho, and the Subdivision Trustee having consented to Developer’s application
for a planned community on the Land and is consenting to ﬂﬁs Agreement as evidenced
below; and

WHEREAS, upon the Land, Developer proposed to develop, construct, and install
a planned community to be known as Avimor (the “Project”); and,

WHEREAS, part of the application for the Project includes a vision statement and
specific plan (the “Plan”) which have been approved by the Board of Ada County
Commissioners (the “Board”); and,

WHEREAS, pursuant to Title 8 of the Ada County Code and § 67-6504 of the
Idaho Code County has authority to rezone property; and,

WHEREAS, the Plan, promises made during presentations, and other portions of
the application, all as more fully appeazs in File No. 05-001-PC in the Ada County Office
of Development Services (the “Application) are an essential inducement to the Board to
approve the Project; and,

WHEREAS, the Board has determined to grant a rezone for the Project based on
the findings and upon the conditions as reference to Exhibit B will more fully appear;

and,

DEVELOPMENT AGREEMENT —PAGE 2
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WHEREAS, pursuant to Chapter 7, Article C, Title 8 of the Ada County Code and
§ 67-6511A, Idaho Code, County has authority to enter into development agieements to
condition rezones; and,

WHEREAS, Developer is entitled to a fixed set of rules governing development of
the Project; and

WHEREAS, Developer desires to be assured that it may proceed with development
of the Project in accordance with those rules; and

WHEREAS, County and Developer, in order to obtain these benefits, have
determined that it is advantageous to Developer and County to enter into this Agreement
to insure the Developer that a consistent set of rules will apply and to insure the County
that the Project will be built both in compliance with the assurances made in the
application process and in compliance with the Plan and Application, including Exhibit B,
attached hereto;

NOW, THEREFORE, in consideration of the promises, covenants, and provisions

set forth herein, the parties agree as follows:

Section 1.  Development of the Project.

1.1 Effective Date. In accordance with Idaho Code § 67-6511A, this

Agreement will be effective upon the publication of Ordinance 604, approving the rezone

for the Project.

DEVELOPMENT AGREEMENT - PAGE 3
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1.2 Vesting of Permitted Uses, Density, and Intensity of Use. This Agreement

shall vest the right to develop the Project, as described in the Plan, as it is more fully
described in a bound volume entitled Avimor Specific Plan dated December 12, 2005,
which volume is incorporated herein by reference, as it may be amended from time to
time, and as approved and conditioned in Exhibit B; provided however, that Developer
shall comply with applicable rules, regulations and review processes required by statutes,
as they may be amended from time to time, and the Ada County Code, Title 8, as it exists
as of the effective date of this Agreement; and provided further, and not withstanding the
previous clause, that Developer shall pay applic;able fees rcqﬁircd by statute or ordinance,
as they may be amended from time to time.

Subject to the foregoing, and pursuant to § 8-7C-4B, Ada County Code, the

‘County may adopt new ordinances, resolutions, rules or regulations that conflict with,

alter, or amend the ordinances, resolutions, rules or regulations in effect at the time this
Agreement is signed, but such actions by the Board shall not prevent the Developer from
completing the Project as set forth in this Agreement; provided however, that County and
Developer may by a mutually executed writing amend this Agreement fo include such
changes to the ordinances, resolutions, rules and regulations applying to the Project as
they may deem beneficial.

13  Compliance with Conditions. Failure to complete or bond for completion

of the Project in compliance with the terms of this Agreement shall be a violation of this

Agreement by the Developer.
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1.4  Compliance with Schedule. Developer shall diligently proceed with the

development of the Project in conformance with the provisions of the Plan, including the
schedule of phasing as set forth therein, and Exhibit B. Subject to the terms and
conditions of this Agreement, including, without limitation, the notice, cure and hearing
provisions hereof and the provisions of Section 3.6 below, Developer’s failure to so
proceed shall be grounds for declaration by the Director of a violation of this Agreement.

15 Changes in State and Federal Law. This Agreement shall not preclude the
application to the Project of ‘any law that is specifically mandated and required by changes
in state or federal laws or regulations. In the event such law prevents or precludes
compliance with one or more provisions of this Agreement, County and Developer shall
meet and confer to determine how provisions of this Agreement would need to be
modified or suspended in order to comply with the law and shall prepare and process the
necessary amendment or amendments to this Agrecmcnt.- If no agreement is reached the
Board may elect to terminate this Agreement pursuant to Section 3.7.

1.6 Police Power. Nothing in this Agreement shall be construed to be in
derogation of the County’s police power to protect the public health and safety in the case
of an emergency. For putposes of determining whether the County can exercise its police
power inconsistent with the provisions and conditions of this Agreement, “emergency”
shall mean a sudden, unexpected occurrence, involving a clear and imminent danger,
demanding immediate action to prevent or mitigat_e loss of, ot damage fo, life, health,

property or essential public services involving the Property or the community.
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17  Level of Existing County Services. Subject to the requirements placed on

the Developer in Exhibit 79 to Exhibit B, the County will provide to the Project Sheriff
and EMS services at the same level it provides said services to other properties similarly
situated.

1.8 Effect of Subdivision Trustee’s Consent. This Agreement shall not be an
obligation of Subdivision Irustee. The Subdivision Trustee’s consent, as evidenced
below, shall not obligate the Subdivision Trustee to assume or undertake any obligation

of Developer hereunder.

Section 2. Cooperation in the Event of Legal Action. In the event of any legal or
equitable action or other proceeding instituted by any -third party (including a
governmental entity or official) challenging the validify of any provision of this
Agreement, or the underlying approvals, ordinances or pennits, the parties hereby agree
to cooperate in defending such action or proceeding. The County and Developer may
agree to select mutually agreeable legal counsel to defend such action or proceeding, in
which case costs and fees shall be shared equally. In the alternative, each party may

select its own legal counsel at each party’s cost and expense.

Section 3. Enforcement and Biennial Review.

3.1 Geperal Provisions. Failure or unexcused delay by the Developer to

perform any term or provision of this Agreement, after the Director has provided written
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notice thereof from the County, shall constitute a violation under this Agreement. Said
notice shall specify the natute of the alleged violation and the manner in which said
violation may be satisfactorily cured. If the nature of the alleged violation is such that i{
cannot reasonably be cured within 90 days after mailing of the written notice as provided
herein, the commencement of the cure within such time period and the diligent
prosecution to completion of the cure shall be deemed a cure within such period.

32 Hearings on Violations. Upon a determination by the Director that the

Developer has violated this Agreement and has failed to cure the violation as described in
paragraph 3.1 above, the Director shall schedule a hearing before the Board pursuant to
§ 8-7C-6(C), Ada County Code. Notice of said hearing shall be provided to the
Developer in compliance with § 67-6509, Idaho Code. The hearing shall be conducted in
compliance with Title 1, Chapter 14, Ada County Code. At the conclusion of the hearing,
the Board may determine the Developer to be in default, in partial default, or may modify
or reverse the Director’s decision.

33  County Remedies. Should the Board determine the Developer to be in

defanlt or partial default, the County, at its option, may institute legal proceedings
pursuant to this Agreement; modify, in whole or in part, the permit, specific plan, or
amend the conditions of approval; and/or terminate the Agreement pursuant to paragraph
3.7 below, all as the Board may determine in the exercise of its discretion.

3.4 Biennial Review. Every two years during the term of this Agreement,

commencing upon the effective date, the Developer shall submit a status report detailing
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the status of each condition of approval to the Director. The reasonable costs incurred by
County in connection with the review process shall be borne by Developer. (§ 8-7A-2D,
Ada County Code). If the Director finds and determines that Developer has not complied
with this Agreement, the Director shall send Notice and follow the procedures of
paragraph 3.1 above. In the event that Developer shall not cure a violation the Director
shall schedule the alleged violation for hearing in front of the Board of Ada County
Comumissioners, following the notice and hearing procedures as outlined in paragraph 3.2
above.

3.5 Developer’s Remedies. In the event the Developer determines that the
County has violated the terms of this Agreement, Developer shall promptly give Notice as
provided herein. County shall have 30 days in which to cure such violation. Should
County fail to cure such violation, Developer shall have all rights and remedies provided
herein or under applicable law, including without limitation the 1ight to seek specific
performance by, and injunctive relief against, the County. But in no event shall
Developer have any right, and the Developer hereby waives the right, to monetary
damages.

3.6  Excused Delay: Extension of Time of Performance.

a) It shall be an Excused Delay, and neither party hereunder shall be in violation
of this Agreement, if such violation is directly attributable to war, insuitection, strike,

walk-out, riot, flood, earthquake, fire, casualty, or act of God.
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b) It shall be an Excused Delay, and neither party shall be deemed in violation of
this Agreement where delays or defaults are directly attributable to the actions of or
failures to act by governmental agencies, other than County.

c¢) Upon Notice of Excused Delay by either party hereto, an extension of time for
cause will be granted in writing by the other party for the period of excused delay, or
longer as may be mutually agreed vpon.

3.7 Termination.

a) As to unplatted portions of the Project, this Agreement may be terminated, and
the zoning designation upon which the use is based reversed to the previously designated
District, upon a finding of default by the Board that the Developer, a subsequent owner or
any other person acquiring an interest in the Project site is in default as herein provided.

b) This Agreement terminates upon completion of the Project in compliance with
the terms and conditions contained in Exhibit B, and upon that event, the parties shall
record a full release to that effect.

¢) This Agreement terminates as to each portion of the Project covered by and
included in a plat duly approved by the Board and recorded in the Office of the Ada
County Recorder, and upon that event, the parties shall record a partial release to that

effect.

Sectiond. Hold Harmless — Indemnification. Except as otherwise provided herein,

each party hereto agrees to indemnify, defend, protect and hold harmless the other party
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hereto for, from and against any and all liability, claims, damages, costs, expenses
(including reasonable aftorneys’ fees and reasonable attorneys’ fees on any appeal),
judgments, proceedings and causes of action, for injury to or death of any person or
damage to or destruction of any property arising out of the indemnifying party’s breach of
this Agreement, except to the extent caused by the willful or negligent act or omission of
the indemnified party, its officers, agents, contractors or employees. Subject to the
foregoing, defense provided by the indemnifying party shall include, without limitation,
defense through counsel chosen by the indemnified party and the indemnifying party shall
bear all costs, fees, and expenses of such defense, including, but not limited to, all

attorneys® fees and expenses, court costs, and expert witness fees and expenses

Section 5. Notices.

51 Notices — When Received. Any notice, demand, or other communication (a

“Noti(.:c”) given under this Agreement shall be in writing and given personally or by
registered or certified mail (return receipt requested). If given by registered or certified
mail, a notice shall be deemed to have been given and received on actual deposit in the
U.S. Mail. If personally delivered, a notice shall be deemed to have been given when
delivered to the party to whom it is addressed. Any party may designate any other address
in substitution of the address contained herein by like written notice.

52  Addresses. Notices shall be given to the parties at their addresses set forth

below:
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If'to County:

Ada County Development Services Department
200 W. Front Street, Room 2125

Boise, Idaho 83702

Attention: Director

Telephone: 208-364-2277

Facsimile: 208-364-2406

With copy to:

Ada County Prosecuting Attorney

Attention: Chief Civil Deputy Prosecuting Attorney
200 W. Front Street, Room 3191

Boise, Idaho 83702

Telephone: 208-287-7700

Facsimile: 208-287-7719

If to Subdivision Trustee:

First American Title Insurance Company
4801 East Washington Street

Phoenix, Arizona 85034

Phone: (602) 685-7000

If to Developer:

SunCor Idaho, LLC

485 East Riverside Drive, Suite 300

Bagle, ID 83616 '
Attention: Bob Taunton or General Manager
Telephone: 208-939-0343

Facsimile: 208-939-9972

SunCor Development Cotp.

80 East Rio Salado Parkway, Ste. 410
Tempe, AZ 85281

Attention: Duane Black

Telephone: 480-317-6800

Facsimile: 480-317-6942
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With copies to:
Hawley Troxell Ennis & Hawley LLP
P.0.Box 1617
Boise, ID 83701-1617
Attenfion: Brian L. Ballard, Esq
Telephone: 208-344-6000
Facsimile: 208-342-3829
Section 6.  Assignment.
6.1  Assignment. Developer may assign or transfer all or any portion of the
Project to any person or entity (“Transferee”), subject to the provision of this Section 6.
6.2  Effect of Assignment. It is the intent of the parties that, as the Project is
developed, all requirements of the Conditions of Approval(s) and Permits shall be met.
To that end, if Developer transfers all or any portion of the Property to a Triansferee,
Developer shall continue to be responsible for performing the obligations under this
Agreement as to the transferred property until such time as is there is delivered to County
a legally binding instrument in a form approved by the Director in his reasonable
discretion (an “Assignment and Assumption”) whereby Developer assigns to Transferee
and Transferee agrees to perform, all conditions of approval, and/or other obligations of
this Agreement, as to the portion of the property identified in the Assignment and

Assumption, and the Board has approved the transfer in accordance with the provisions of

this section.
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63 Procedures. No fewer than thirty (30) days prior to entering into the
Assignment and Assumption, Developer shall submit to the Director a draft of the
Assignment and Assumption incorporating this Agreement as an attachment along with
any other applicable conditions of approval(s) and any other obligations to be assumed by
Transferee pursuant to the Assignment and Assumption.

Acceptance of such Assignment and Assumption by the County shall be subject to
the review of the Director for a determination of financial capacity of the Transferee to
perform the obligations being assigned and assumed, and the Developer shall cooperate
with the Director by providing documents and information the Director may deem
necessary in the exercise of his reasonable discretion.

64 When determining whether or not a Transfer meets the financial capacity

test, the Director shall determine the Transferee has the required financial capacity when

either (i) the proposed Transferee is a real estate developer with total assets and net
income equal or greater than those of SunCor Development Company as of December 31,
2004 or (i) the proposed Transferee that provides financial assurances, in a form
acceptable to County, that adequately ensure its performance of the duties and obligations
being assumed.

6.5 The Director shall report his findings to the Board who shall then schedule
the matter for decision. Approval shall not be unreasonably with held. If the Board does

not indicate its approval or denial of a proposed Transfer within 30 days of the Director’s
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receipt of the Assignment and Assumption with required attachments, the Transfer shall
be deemed approved.
Section 7.  Entire Agreement; Counterparts; Exhibits; Recording.

7.1 Defined Terms. Unless otherwise specifically defined herein, capitalized

terms used herein shall have the same meaning as ascribed to such terms either in the
Local Land Use Planning Act, Idaho Code §§ 67-6501, et seq., or Title 8 of the Ada
County Code, as the case may be. In the event of any conflict between terms in the Act
and the terms in the Code, the terms in the Act shall prevail. Any term contained in this
Agreement not so defined shall be given general common understanding.

72  Amendment. Subject to the requirements of Idaho Code § 67-6511A,
including, without limitation, the notice and hearing provisions thereof, County and
Developer agree to cooperate and pursue any amendments to this Agreement that are
reasonably required to accomplish the goals expressed herein and the development of the
Project in light of any changes in market or development requirements. All amendments
shall be in writing and shall be approved and signed by both County and Developer. Any
amendment to this Agreement shall be recorded. Developer agrees to pay all recording
fees necessary to record any such amendment.

73  No Agency, Joint Venture or Partnership. County and Developer hereby

renounce the existence of any form of joint venture or partnership befween County and

Developer and agree that nothing contained herein ot in any document executed in
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connection herewith shall be construed as making County and Developer joint venturers
or partners.

74  Seversbility. If any provision of this Agreement or the application of any
provision of this Agreement to a particular situation is held by a court of competent
jurisdiction to be invalid, void, or unenforceable, such provision shall be disregarded and
this Agreement shall continue in full force and effect. However, if such provision is not
severable from the balance of this Agreement so that the mutnally dependent rights and
obligations of the parties remain materially unaffected, either party shall be entitled to
terminate this Agreement.

75 Construction. This Agreement has been reviewed and revised by legal
counsel for both County and Developer, and no presumption or rule that ambiguities shall
be construed against the drafting party shall apply to the interpretation or enforcement of

this Agreement.

76 Choice of Law. This Agreement and its performance shall be construed in

accordance with and governed by the laws of the State of Idaho, with venue for any action
brought pursuant to this Agreement to be in the Fourth Judicial District, State of Idaho.

77  Merger and Integration. This Agreement embodies the whole agreement of

the parties. There are no promises, terms, conditions, or obligations other than those
contained in this Agreement. All previous and contemporaneous communications,
representations, or agreements, either verbal or written, between the parties are

superseded by this Agreement.
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7.8  Third Party Beneficiaries. Nothing contained herein shall create any

relationship, contractual or otherwise, with, or any rights in favor of, any third party.

79  Waivers. No provision or condition of this Agreement shall be considered
waived unless duly amended as provided in Section 7.2. The failure of County or
Developer to require strict performance of any term or condition of this Agreement or to
exercise any option herein conferred in any one or all instances shall not be construed to
be a waiver or'relinquishment of any such term or condition, but the same shall be and
remain in full force and effect, unless such waiver is evidenced by the prior written
consent of either County or Developer, as the case may be.

710 Duty to Act Reasonably. Unless otherwise expressly provided, each party

shall act reasonably in giving any consent, approval, or taking any other action under this
Agreement.

711 Recordation of Agreement. County shall record an executed original of this
Agreement at the Ada County Recorder’s Office. Developer agrees to pay all recording
fees necessary to record Thjs Agreement with the Ada County Recorder’s Office.

712 Covenants Appurtenant to the Project. All covenants and conditions set

forth herein shall be appurtenant to and run with the Project and shall be binding upon the
parties hereto, their heirs, successors, and assigns.

7.13 Counterparts. This Agreement may be executed in counterparts, each of
which shall be deemed an original, but all of which shall constitute one and the same

instrument. The signature pages from one or more counterparts may be removed from
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such counterparts and such signature pages all attached to a single instrument so that the
signatures of all parties may be physically attached to a single'document.

7.14 TFurther Acts. FEach of the parties shall execute and deliver all such
documents and perform all such acts as reasonable necessary, from time to time, to carry
out the matters contemplated by this Agreement.

7.15 Headings. The descriptive headings of the headings of the sections of this
Agreement are inserted for convenience only and shall not control or affect the meaning
or construction of any of the provisions hereof.

716 Names and Plans. Developer shall be the sole owner of all names, fitles,

plans, drawings, specifications, ideas, programs, designs and work products of every
nature at any time developed, formulated or prepared by or at the instance of Developer in
connection with the Project,

7.17 Attorney Fees. If either party finds it necessary to bring any action at law ot
other proceeding against the other party to enforce any of the terms, covenants or
conditions hereof, or by reason of any breach or default hereunder, the party prevailing in
any such action or other proceeding shall be paid all reasonable costs and reasonable
attomey fees by the other party, and if any judgment is secured by said prevailing party,

all such costs and fees shall be included therein, such fees to be set by the court and not

by jury.
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IN WITNESS WHEREOF, this Agreement has been executed by the parties

hereto on the day and year first above written.

Board of Ada County Commissioners

By: WJ/{\’M@ A

. . ¥
Rick Yzaguirre, (@éum’an

By: %ﬁ%ﬂw
Judy M. Peavey-Derr, Commissioner

Fred Tilman, Comrmissioner

ATTEST:

N
_}/rﬁamd o, )d J @'/&?D %

S‘KI‘E OF [DAHO
) 5.

County of Ada )

appeared Judy M. Peavey-Derr, Fred Tilmhn, and Rick Yzaguirre, known or identified to

me, to be the County Commissioners 6f da ounty, that executed the said instrument,
and acknowledged to me that Ada County execyted the same.

On this_J[,7h day of \Acdrm ;QME 2006, before me a notary public, personally

n

LI .)}dl [ "\’I/I\KJM /

oy Notaty Public for Idah
MAHA L otaty Public fo
f{;; ""'-.‘bé::’%‘% Commission Expites _ 1, 200%

Worggguoat
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SUNCOR:

SUNCOR DEVELOPMENT COMPANY,
an Arizona corporation

By: ’m—
Name: PWANE 5. Grhde—
Title: evf A (oo

SUNCOR IDAHO, LLC,
an Idaho Limited Liability Company

By:  SunCor Development Company,
an Arizona corporation
Its:  sole Member

By: %"*‘""‘
4 ) Name:  DMAIE 5. BLidt—
Title: &P _§ ceoo

CONSENT BY SUBDIVISION TRUSTEE:

FIRST AMERICAN TITLE  INSURANCE
COMPANY, a California corporation

By:
Authorized Officer
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SUNCOR:

SUNCOR DEVELOPMENT COMPANY, an Arizona
corporation

By
Name;:
Title:

SUNCOR IDAHO, LLC, an Idaho Limited Liability
Company

By:
Name:
Title:

e
\ j CONSENT BY SUBDIVISION TRUSTEE:

FIRST AMERICAN TITLE INSURANCE COMPANY, a
California corporation

By, VLS ,Z{ml//'&/u&’ff ~

Authorized Officer
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STATE OF ARIZONA )
) ss.
County of Maricopa )

On this ﬁ"\" day of Xeheyaco, , 2006, before me, a Notary Public in and
for said State, personally appeared Duane=X. Black known to me to be the Executive Vice
President and Chief Operating Officer of SUNCOR DEVELOPMENT COMPANY, an
Arizona corporation, the corporation that executed the within instrument or the person
who executed the instrument on behalf of said corporation, and acknowledged to me that
such corporation executed the same.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official
seal the day and year in this certificate first above written.

FFi AL
. Gsonaﬁ't, VORAGA

& St | =< Ooace
2 My Comm. Exoi / -
m.Expies Jan.5, 2000 Notary Public for % Be -

Residingat_ " 2mpo, B2
My commission expires oL -0 - 09

STATE OF ARIZONA )

) ss.
County of Maricopa )
On this | ] day of :e'»\mucu' U\ , 2006, before me, a Notary Public in and

for said State, personally appeaxed Duane’S. Black known to me to be the Executive Vice
President and Chief Operating Officer of SunCor Development Company, an Arizona
corporation, the sole Member of SUNCOR IDAHO, LLC, an Idaho limited liability
company, the limited liability company that executed the within instrument or the person
who executed the instrument on behalf of said corporation, and acknowledged to me that
such corporation executed the same.

IN WITNESS WHEREQF, I have hereunto set my hand and affixed my official
seal the day and year in this certificate first above written.

OFFICIAL CoeaL = | Notary Publi¢’ for Sdake o Brrona.

GEDHRGIA L. MORAGA

”°“B”§8“"'%oﬁﬁr'rzw?”" Residing at _\empo., A2
My commission expires __O1-0% - d%
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STATE OF IDAHO )
) ss.
County of Ada )

. Py
On this I Sall day of Folglidwd_ , 2006, before me,
‘H/\i W/\GUYCPM\(;,A.{’GL , 2 Notary Public in and for’said State, personally appeated
v ol known ot identified to me to be the

ﬁjﬂg}; First American Title Insurance Company, as Ttustee under
Subdivision Trust Ageemcnt dated QOctober 8, 2002, the trust that executed the within
instrument or the person who executed the instrument on behalf of said frust and
acknowledged to me that such trust executed the same

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal
the day and year in this certificate first above written.

‘“uuu.,,,

t““ 't“KYN 4, "'o

LIl ST o %

S e %,
fyinor ¢P-.,%;=__ Pt (L (‘/(';t«wh,l
: 5‘ ~, HAIZE Notary PublicHor Idaho :
"."‘;ta'% X I Residing at st _.Cc\fvl/\z?

27, bryc FSX§ My commission expires ___. - )-2010
"‘a‘,"@. ovqset?) s‘a

"e, £ ¥ }3" ‘s*‘

pLTTTE L
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EXHIBIT A — LEGAL DESCRIPTION
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ORDINANCE NO. 604
(Development Agreement No. 7404)

AN ORDINANCE AMENDING THE OFFICIAL ZONING MAP OF TITLE 8 OF ADA
COUNTY CODE, AS ADOPTED BY ORDINANCE NO. 391, TO CHANGE THE
ZONING DESIGNATION OF THE AVIMOR PLANNED COMMUNITY FROM
RURAL PRESERVATION (RP) TO PLANNED COMMUNITY (PC) BASE DISTRICT.

BE IT ORDAINED BY THE BOARD OF COUNTY COMMISSIONERS OF ADA
COUNTY, IDAHO, THAT THE OFFICIAL ZONING MAP TITLE 8, ADA COUNTY
CODE, AS ADOPTED BY ORDINANCE NO. 391 IS HEREBY AMENDED AS
FOLLOWS:

THE BASE ZONING DESIGNATION IS CHANGED FROM RURAL PERSERVATION
(RP) TO PLANNED COMMUNITY (PC) ON THE FOLLOWING DESCRIBED
PROPERTY SITUATED IN ADA COUNTY:

A parcel of land located in Section 7, 8, 17, 18, and 19 of Township 5 North, Range 2 East,
Boise Meridian, Ada County, Idaho, being more particularly described as follows:

Beginning at the section comer commaon {0 Sections 17,18,19, and 20, Township 5 North, Range
2 East, said comner marked with an iron pipe and aluminum cap as described in CP&F No.
8507489, Ada County Official Records;

Thence along the south line of the Southwest one-guarter of said Section 17, East, 2640 feet,
more or less, to the southeast corner thereof;

Thence leaving said south line, along the east line of the Southeast one-quarter of the Southwest
one-quarter of said Section 17, North, 1320 feet, more or less, to the northeast corner thereof;

Thence along the north line of said Southeast one-quarter of the Southwest one-quarter, West,
1320 feet, more or less, to the southeast corner of the Northwest one-guarter of the Southwest

one-quarter of said Section 17;

Thence along the east line thereof, North, 1320 feet, more or less, to the southeast comer of the
West one-half of the Northwest one-quarter of said Section 17;

Thence along the east line thereof, North, 2640 feet, more or less, to the southeast cotner of the
Woest one-half of the Southwest one-quarter of Section 8;

Thence along the east line thereof, North, 154519 feet, more or less, to the Ada County-Boise
County line;

AVIMOR REZONE ORDINANCE NO. 604
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Thence along said Ada County-Boise County line, Nosth 43°50°08” West, 15 1776 feet, more or
less, to the north line of said Southwest one-quarter of Section 8;

Thence along the north line thereof, West, 268.82 feet, more or less, to the southeast comer of
the Northeast one-quarter of Section 7;

Thence alon'g the east line thereof, North, 279 .97 feet, more or less, to said Ada County-Boise
County line;

Thence along said Ada County-Boise County line, North 43°50°08” West, 262047 feet, more or
less;

Thence West, 746.36 feet, more or less, to the centerline of State Highway 55 (right-of-way
width varies), said point being at Highway 55 station 474+39.89;

Thence along the centerline of said State Highway 55, the following seven courses,

1) South 00°12°03” West, 2594.79 feet, to station 448+45.11 and the beginning of a 1909 86 foot
radius curve to the right;

2) along said 1909 86 foot radius curve to the right, through a central angle of 08°29°59” (the
long chord of which bears South 04°27°02” West, 283 .06 feef) for an arc length of 283 32 feet, to
station 445+61.78;

3) South 08°42°02” West, 5244.69 feet, to station 393+17.09 and the beginning of a 1909.86 foot
radius curve to the left;

4) along said 1909.86 foot radius curve to the left, through a central angle of 17°52°33” (the long
chord of which bears South 00°14°15” Bast, 593 .45 feet) for an arc Jength of 595 .86 feet, fo
station 387+21.23;

5) South 09°10°31” East, 1151.52 feet, to station 375+69.71 and the beginning of a spiral
curve to the right baving a central angle of 06 °15°;

6) along said spiral curve to the right with a central angle of 6 °15’, for a length of 243 46 feet, to
stafion 373+19.71 feet and the beginning of an 1145.92 foot radius compound curve to the right;

7) along said 1145.92 foot radius compound curve to the tight, through a central angle of
11°33°18” (the long chord of which bears South 02°51°08” West, 230.71 feet) for an arc length
of 231.10 feet, to station 370+88.61;

Thence leaving said centerline of State Highway 55, along a line parallel with and 330 feet
southerly of the south line of Section 18, South 87°17°17” East, 1000.00 feet;

Thence North 02°42°43” East, 330.00 feet, to the south line of said Section 18;

AVIMOR REZONE ORDINANCE NO. 604
r\currert planning\records\ardinanct lst by mumberiord604.doc
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Thence along said south line, South 87°17°17” East, 2168 18 feet to the Point of Beginning.

Contains 908.81 acres, more or less.

ADOPTED this % _day of E@brw@ 200,

Board of Ada County Commissioners

By: MM
Tudy M. Peavey-Derr, Commiissioner

Fred Tilman, Commissioner

ATTEST:

é% avid Navarro, Ada County Clerk B

PUBLISHED:

AVIMOR REZONE ORDINANCE NO. 604

r\euzrent planningiracordshordinance list by number\ords04.doc
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Legal Description — Aviiiior Planned Conpnrunity
November 2065

A parcel of lapd located in Section 7, 8, 17, 18, #0d 19 of Towanship 5 North, Range 2 Bast,
Boise Meridian, Ada County, Idaho, being more particaladly described as follows:

Beginning at the section comer common to Sectiofis 17,18,19, and 20, Township 5 Nath,
Range 2 Fast, said comer marked with an iron pipé and aluminvm cap as described in CP&F
No. 8507489, Ada County Official Records;

Thenoe along thé south line of the Soutinzest one-garter of said Section 17, East, 2640 feet,
more or less, to the southeast corner thereof;

Thence leaving said sowth Jine, along the east line of the Southeast ene-~quarter of the
Southwrest onequarter of said Section 17, Noith, 1320 feet, mote of less, to the noptheast
commer thertof}

Ihence along the north Yine ofisafd Southeast one-quarter of the Southwest one-guarter,
West, 1320 feet, more or less, to the so 5 corner of the Noxthwest ons-quarter of the
Southwest oné guarter of said Section 17;

Thence plong the east line théreof, Noxth, 1320 feet, more oz less, to the southeast corner of
the West one-half of the NMorthwest ons-quatter of said Section 17; )

Thenee along the east linc thereof, North, 2640 feet, more or less, fo the southeast comer of
the West one-half of the Sounthwest ope-quatter of Section 8;

Thence along the cast fing thereof; North, 1545.19 feet, more or less, to the Ada County-
Boise Cournty line;

Yhence along said Ada County-Boise Conuty line, Narth 43°50°08” West, 1517.76 Feet,
more ot less, to the north line of said Southwest one-quatterof Section §;

Thence along the norih line thercof, West, 268 82 feet, more or less, to the somtheast comer
of the Northeast éne-quarter of Section 7;

Thence along the east line thereof, North, 279 97 feet, more or less, to said Ada County-

* Boise County ling -

Thence along said Ada Covmty-Boise County line, North 43°50°08” West, 2620 47 foet,
more or less; o

Thence West, 746 36 feet, more or Iéss, o fhe centerline of State Highway 55 (tight-of-way
width varies), said point bemg at Highway 55 station 474439 89;

Theoce along the centerline of said State Highway 55; the following seven consses;
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1) South 00°12703" West, 2594.7% feet, to station 448+45 11 and the beginnifig of 2 1909.86
foot radius curve to the right; ) )

2) along said 1909.86 foof radius curve to the right, through a central angle of 0§°29756" (the
long chord ofw]:iic]; bears Seuth 44°27°02> West, 283.06 feet) for an arc length of 28332
feet, to station 445461.78;

3) South 08°42%02” West, 5244 69 feet, to station 393+17.0§ and the beginning of a l§09 86
foot :adms curve {o the lefty ’

4) along said 1909.86 foot radius cuve tothe leR, throtigh 4 contra angle of 17°52'33" (the
long chiord of which béars South 00°14157 East, 593 45 feet) for an arc length of 595.86
feet, to station 387421 23; )

5) South 05°10°31” East, 1151 52 feet, fo station 375469.71 and the begimning of a
spiral curve to the right having a central angle of 06 °15%

6) along said spiral curve to the right with a central angle of 6 °15", foi- 2 length 0f 243 46
fect, to station 373419 71 feetand the beginning of an 1145.92 foat radius componnd curye
to the right; . .

7 along said 1145.92 foat tadins compound curve to the right, through e cenfral angls of

- 11933718 {the long chord of which bears South 02°51°08” West, 230.71 feef) for an arc

Tength 6f 231.10 feet, to station 370+88.61;

Thence leaving said centedtine of State Highway 55, along a line parallel with and 330 feét
southerly of the sowh fine of Section 18, South §7°17°17" East, 1000 00 feet;

‘Thence North 02°42'43" East, 330.00 foet, to the south Live of said Seotion 18;
Thence along said sowth lins, South 87°17° 17" Bast, 2168 18 fest fo the Point of Beginning,

Contains 908 81 actes, more or less,

Matthew A Burzell.
Director of Survey, Boise
Idaho FL.8. #11337




Legal Description — Avimer Utility Zone
West of Highway 55
November 2005

A portion of Sections I and 12, of ‘Township 5 North, Range 1 Fast, and Sections 17 and Ié,
Township 5 Noxth, Range 2 Bast, Boise Meridian, Ada County, Idaho, being more
patticulardy described as follows: )

E Commencing at the section corner common to Sections 17,18,19, and 20 n 'fownship 5
DEiELOruEHT Norih, Range 2 Bast, said comer marked with an iron pipe and aluniinem, cap as described in

senvices CP&F No. 8507489, Ada County Official Records;

Thence North 45°04°36™ West, 4528:97 feet to the centerlinie of State Highway 55 (right-of-
way width varies) at station 405400 and the Paint of Beginning; ) ’

LinD

e Thence leaving said centerline, North 90°00°00” West, 1150.00 feet;
Thezce North 00°00°00" West, 2088.12 foet;

Thence North 30°03°157 West, 6125.34 feet;

Thenot North 59°56745” East, 1425.00 feet;

Thence South 30°03" 15 Bast, 1566.20 feet to the section coruer ¢ommon. to said Sections 1
and 12 of Township 5 North, Range 1 Bast, and Sections 6 and 7 of Township 5 North,

- Range 2 east;
LAMNDEGAPE
Anetireeruns Thence continning South 30°03°15” East, 4338 80 feel;
Thence South 90°00°00°% Bast, 305 97 foet to the centertine of said State Highway 55 at
station 440400; '
sumver Thence along said centerline, South 08°42°02” West, 3500.00 foet to the Poiut of Bogitning.
Contains 309 88 acres, more of Jess.
"= Matthew A. Buméll
Direetor of Survey, Boise
WRG Design, Inc.
4535 Fisess Place Idaho P.1.S. #11337
Eagle 1D 82816
P! 45-8340
.F;e . }‘245-8329

vowie Wigd Com
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EXHIBIT B — FINDINGS AND CONCLUSIONS
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EXHIBIT B

BEFORE THE BOARD OF ADA COUNTY COMMISSIONERS

Application of SunCor Idaho, LLC.

File No. 05-001-PC

FINDINGS OF FACT, CONCLUSIONS OF LAW AND ORDERFINDINGS OF FACT

If any of these Findings of Pact are deemed Conclusions of Law, they are incorporated into the
Conclusions of Law section.

A. The Board of Ada County Commissioners finds that this application is comprised of;

1.
2.

Application forms prepared and submitted by the applicant.
All other information contained in File # 05-001-PC.

B. As io procedural items, the Board of Ada County Commissioners finds the following:

1.

2.

New

9

Tn accordanice with Section 8-7A-3 of the Ada County Code, the applicant held a
neighborhood meeting on March 24, 2005.

On July 5, 2005, Development Services received File # 05-001-PC and scheduled it for
public hearing before the Ada County Planning and Zoning Commission
Commissioners on September 1, 2005.

On July 25, 2005, staff notified other agencies of this application and solicited their
comments.

On August 22, 2005, property owners within a minimum of 1,000 feet of the site were
notified of the hearing by mail. Legal notice of the Commission’s hearing was published
in The Idaho Statesman on August 17 and 23, 2005. Notices of the public hearing were
posted on the site on August 16, 2003.

On August 24, 2005, a Public Service Announcement was issued.

On September 1, 2005, the Commission tabled this application to October 6, 2005.

On September 8, 2005, staff transmitted additional information to agencies and solicited
their comments.

On September 21, 2005, property owners within a minimum of 1,000 feet of the site were
notified of the hearing by mail. Legal notice of the Commission’s hearing was published
in The Idaho Statesman on September 20, 2005 and September 27, 2005. Notices of the
public hearing were posted on site by the applicant.

On September 27, 2005, a Public Service Announcement was issued.

10. On October 6, 2005, a public hearing was held by the Planning and Zoning Commission.

Public testimony was taken and left open. The hearing was continued by the
commission to October 13, 2005.
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11. On October 13, 2005, the Planning and Zoning Commission continued the heating to
November 10, 2005.

12. On November 10, 2005, the Planning and Zoning Commission continued the public
hearing. At this hearing, the Commission recommended approval to the Board.

13. On November 14, 2005, property owners within 1,000 feet of the site were notified of the
hearing by mail. Legal notice of the Commission’s hearing was published in The Idaho
Statesman on November 29, 2005 and December 6, 2005. Notices of the public hearing
were posted on site by the applicant

C. As to the project description, the Board of Ada County Commissioners finds the
following:

1. PROPOSED USES - Planned Community with a mix of uses including approximately
684 dwelling urits, approximately 75,000 square feet of commercial and office, public
uses, and approximately 498 acres (using the Ada County Code definition) of open
space. :

2. PROPOSED STRUCTURES ~ Single-family and multi-farily dwellings, commercial
structures, mixed use residential/commercial, offices, a recreational center, an
elementary or chazter school, an interim 2-bay fire facility, an emergency helipad, water
storage reservoirs, modular permanent Water Reclamation Facility (WRF), Ada County
Sheriff's office space in the village centet, and an Idaho Power Company electrical
substation.

3 PROPOSED SITE IMPROVEMENTS - Modular permanent Water Reclamation Facility
_(WRE), public water system, water storage reservoirs, non-potable irrigation water
system, electrical power sesvice provided by Idaho Power, natural gas provided by
Intermountain Gas Company, cable television service provided by Cable One, telephone
and ISDN communication lines provided by Qwest, on-site vehicular, bicycle and
pedestrian circulation system, off-site transportation system improvements, open space,
trail/ trailheads, park sites and playfields.

D. As to the site description, the Board of Ada County Commissioners finds the following:
1. PARCEL NUMBERS AND LOCATION - Parcel numbers include #50167000000,
#S0108320000, #50117223400, #50117320000, #50117330000 and #50118000000. The
Avimor Planned Community is located on approximately 830 acres of Iand located on
the east side of State Highway 55 and approximately 200 acres located on the west side
of State Highway 55, generally located on the south side of the Boise County boundary
Iine, and approximately three miles north of Dry Creek Road.

2. OWNERSHIP
First American Title Insurance Company, Trustee
SunCor Development Company
4801 E. Washington Street
Phoenix, AZ 85034
3. SITE CHARACTERISTICS

05-001-PC Report 5, BOCC Report
SunCor Idsho, LLC

Tanuary 11, 2006
Page 2 of 35
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Property size: Approximately 830 acres for the proposed village on the east side of SH-55
and approximately 200 acres for the proposed utilities site on the west side of SII-55.

Existing structures: None.

Existing vegetation: As evidenced by the accepted application, the Spring Valley Ranch
property is composed of three general vegetation zones: (1) The moderate to steep
slopes, ridges and gulches that are dominated primarily by sagebrush, grass and
assorted forbs; (2) The valley bottomland has been converted primarily to agricultutal
(alfalfa) use; and (3) The narrow riparian zones along Spring Valley Creek.

Slope: As evidenced by the accepted application, elevation changes within the mapped
area of the project site range from 3,158 feet along State Highway 55 at the southem end
of the project to approximately 3,600 feet in upland areas. The Avimor site features a
vatiety of topographical features from relatively flat, cultivated fields and pasture along
Highway 55, to mild creek drainage valleys and steep side hills. Rock outcroppings
oceur along an ephemeral tributary to Spring Valley Creek, commonly referred fo as
Burnt Car Draw. The principal slope of the site is to the west, toward Highway 55 and
to the main channel of Spring Valley Creek, which flows south through the property.
The ridges and draws descend from the east from the foothills in a generally
northwesterly direction, and then gradually shift back to the southwest prior to opening
into the valley’s fields and pastures.

Trrigation: As evidenced by the accepted application, a portion of the low-lying alfalfa
fields and pastures of Spring Valley Ranch along Highway 55 are irrigated. The mid-
valley area is irrigated from the main fork of Spring Valley Creek.

Drainage: As evidenced by the accepted application, the major drainage channels are
comprised of the main channel of Spring Valley Creek and the North Fork of Springs
Valley Creek which runs along the west of the property. An ephemeral tributary,
commonly referred to by the McLeod family as “Burnt Car Draw,” drains approximately
the southern half of the proposed planned community. Surface water will drain to the
existing creek beds and eventually join Spring Valley Creek.

Views; As evidenced by the accepted application, primary views of the proposed
planned community are along State Highway 55. The proposed planned community is
located within the Payette River Scenic Byway Comidor.

Other Opportunities andfor Constraints: Wetlands - As evidenced by the Army Corps of
Engineers letter dated August 17, 2005, submitted by SunCor on August 22, 2005, the
Army Corps of Engineers have determined the site contains 19 733 acres of wetlands.
The Army Corps of Engineers also stated Spring Valley Creek, North Fork Spring Valley
Creek, and Burnt Car Draw are waters of the United States. Grounduwater Flow, Recharge,
and Discharge - Within the Spring Valley area, groundwater flow is believed to follow
topography, with Spring Valley Creek fimclioning as a drain for the local groundwater
system. Recharge of the local groundwater system occurs from infilivation of
precipitation, applied irrigation, and leakage from streams. Aquifer Impacts - SunCor
proposes to supply municipal water from the offsite wells one end one quarter miles
west of the development site. Soils - There are 16 major soil types within the proposed
project area. The majority of the areas scheduled for initial development in Spring

05-001-PC Report 5, BOCC Report
SunCor Idshoe, LLC

January 11, 2006
Page 3 of 35



Valley Ranch are underlain by three soil units: (1) Brent-Ladd Loams; (2) Goose Creek
Loam ot (3) the Quincy-Brent Complex. The initial areas considered for development
have a moderate to high soil erosion potential. Adjacent Public Lands - The site is
contiguous to Idaho endowment lands along a portion of its northern boundary and
contiguous to Bureau of Land Management (BLM) lands along a portion of its eastetn
boundary. The site is located within the defined Payette River National Scenic Byway.

E. As to cusrent land use and zoning, the Board of Ada County Commissioners finds the

following:
The site is agriculture/ rangeland located in the Rural Preservation (RP) District. The Rural

Preservation District allows a residential density of one dwelling unit per forty acres. The
site is located in the Wildland-Urban Fire Interface (WUEFI) Overlay District, Flood Hazard
Overlay District, and Hillside Oveslay District

F. As to surrounding land use and zoning, the Board of Ada County Commissioners finds

the following: :
North - Boise County multiple-use designation (which allows one to two-acre lots or

potentially a higher density through a conditional use permit).
South - Rangeland located in the Rural Preservation (RF) District.
Bast - Rangeland located in the Rural Preservation (RF) District
West - Agriculture/rangeland located in the Rural Preservation (RFP} District.
G. As to existing services, the Board of Ada County Commissioners finds the following:
Access Street and Designation ~ State Highway 55. Based on the COMPASS, Ada County

Long Range Highway and Street, 2030 Functional Classification System Map, State
Highway 55 is designated as a principal arterial.

Fire Protection -- Eagle Fire District.
Sewage Disposal - None
Water Service - None
Irrigation District - None
Drainage District - None
H. Comprehensive Plan Findings:

The Ada County Comprehensive Plan is the appropriate plan because the proposed
development is outside of any City Area of Impact.

Finding; The Board of Ada County Commissioners finds that the proposed
development is outside of any Areas of City Impact, Urban Service
Planning Areas, and Referral Areas Map.

05-001-PC Report 5, BOCC Report
SunCor Idaho, LLC

Janary 11, 2006
Page 4 of 35
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1. Planned Communities Goal Statement and Policies:

1 Goal 5.8; Allow master planned comnrunities, with a mixture of compatible land uses, that
are infended fo be developed under the guidance of specific plans and contain integrated
design themes for all aspects of such projects, including ait assessment of their social,
econontic and envirgnmental effects on the County. Planned Communities are intended fo
have a high degree of self-sufficiency in that they include or are in reasonable proximily fo
essential public services, conmercial, and comnrunity facilities. They may be located in
varying locations within the County and are expected to be innovative in their approacl fo
site planning and development.

Finding: The Board of Ada County Commissioners finds that Avimor's
proposed uses, a mixture of compatible land uses are consistent
with Goal 5.8, Furthermore, that these uses and evidenced in the
application at Section B - Specific Plan, Page 41, where a mix of
residential, retail, office, recreational services, convenience services,
and open space are proposed. Furthermore, the application at page
47 illustrates where those uses will be located on-site.

Finding: The Board of Ada County Commissioners finds the proposed
Avimor development meets Goal 5.8 as the Idaho Transportation
Department has submitted recommendations regarding effective
noise impact attenuation to increase compatibility between the
proposed community and SH-55, and that the applicant as agreed
to meet ITD noise attenuation requirements.

Finding: The Board of Ada County Commissioners finds that regarding
Goal 5.8 “under the guidance of Specific Plans,” that the
application includes a request for Specific Plan approval, and that
this Specific Plan would be used to guide the development of the
site.

Finding: The Board of Ada County Commissioners finds that the applicant
has submitted central design concepts and guidelines for the
development are consistent with Goal 5.8 “contain integrated
design themes for all aspects of the project”.

Finding: The Board of Ada County Commissioners finds that the applicant
will submit additional specific design guidelines prior fo any site
development, which will further enhance Avimor's design theme
and guidelines.

05-001-PC Report 5, BOCC Report
SunCor idaho, LLC

January 11, 2006
Paga Sof35



Finding:

Finding:

Regarding “an assessment of their social, economic and
environmental effects on the county,” as detailed in Goal 5.8 the
Board of Ada County Commissioners finds that the applicant has
addressed the social, economic, and environmental effects as
detailed in this Staff Analysis Section of this report and that
Recommended Requirements have been added to ensure
compHance.

Regarding “self sufficiency” the Board of Ada County
Commissioners finds that the proposed planned community will
be self sufficient because is located approximately four miles from
the nearest city and they will provide essential public services,
commercial and community facilities on site.

Regarding “innovative in their approach to site planning” the
Board of Ada County Commissioners finds the applicant’s vision
statement meets this requirement because their vision statement
describes an innovative approach to working with the land, as well
as providing a variety of uses.

2. Policy 5.8-1: Allow for the development of new towns or cormmunities outside the Areas of
City Impnct under the Planned Community requirements.

/ j) Finding:

The Board of Ada County Commissioners finds that the applicant
has submitted a planned community application as provided for
in Article 8-2E of Ada County Code and that the proposed site is
located outside any area of city impact.

3. Policy 5.8-2: Provide for the consideration of large, ntixed-use development plans of
sufficient size to allow efficient provision of essential public services und to accommodate
fitture incorporation or annexafion. Essential public services include, but are not limited to,
water systems, wastewater collection and treatment systems, public safety services, public
schools, streets and roads, and open space.

Finding:

Finding;

The Board of Ada County Commissioners finds that the subject
property contains more than the minimum 640 acres required for
a plarmed community and that the proposed development will
contain a mix of uses such as residential, commercial, and public.

The Board of Ada County Cotmmissioners finds that the developer
will provide the essential public services, such as a water system,
wastewater collection and treatment system, initial construction of
the on-site street system, and open space in addition to othex
essential public services, including but not limited to public safety
services and public schools.

: ) 05-001.PC Report 5, BOCC Report
SunCor 1dsho, LLC
January 11, 2006

Page 6 of 35



Finding;

Finding:

The Board of Ada County Commissioners finds that the
comments received from service providers including but not
limited to fhe Meridian School District, Ada County EMS, Ada
County Highway District, Idaho Transportation Department, the
Ada County Library District, Eagle Library District and Ada
County Sheriff, have been reviewed and that the applicant is
required to providing necessary staff, equipment and facilities to
ensure essential public services will be provided to the site.

The Board of Ada County Commissioners finds, as evidenced by
the application (Section B - Specific Plan, Pages 48-57) and by
Tdaho Code Section 50-101, that the proposed development is of
sufficient size to accommodate future incorporation.

4. Policy 5.8-3: Provide for ait evaluation and consideration of existing conditions that
identifies environmental constraints and provides effective treatment and resolution.

Finding:

Finding:

The Board of Ada County Commissioners finds that in the natural
features section found in Section B - Specific Plan, Natural
Features Analysis, pages 15 - 39, and the referenced technical
reports submitted by the applicant, that the applicant has
evaluated and considered existing conditions and has identified
environmental constraints and that the applicant has provided an
adequate evaluation and consideration for each constraint
identified.

The Board of Ada County Commissioness finds the applicant has
provided effective treatment and resolution of those constraints
identified as well as providing an effective treatment and/or thata
treatrnent has been included in the Recommended Requirements.

5. Policy 5.8-4: Encourage flexibility in site design and innovative land planning procedures
in the development of a Planned Cotmmuunity.

Finding:

The Boatd of Ada County Commissioners finds that the applicant
is proposing a planned communtity that provides flexibility in site
design and innovative land planning procedures. That the
proposed zoning ordinance text amendment meets allows
flexcbility in site design and innovative land planning.

05-001-PC Report 5, BOCC Repait
SunCor Idahe, LLC
January 11, 2006
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Policy 5.8-5: Ensure phased and orderly development that provides appropriate
combinations of land uses and promotes a high degree of self sufficiency witlin Planned
Communities. Self-sufficiency is defined as the ability fo provide essential public services,
cotnmercial and community facilities within or in reasonable proximity io a Planned

Comumunity.

Finding:

Finding:

The Board of Ada County Commissioners finds the application
contains a land use map and a phasing map, demonstrating that
the applicant is proposing a phased and orderly development that
provides appropriate combinations of land uses.

The Board of Ada County Commissioners finds that the applicant
is required to providing essential public services, commercial, and
community facilities within the Planned Community. That the
developer will provide the essential public services of the water
system, wastewater collection and treatment system, initial
construction of the on-site street system, and open space in
addition to all other essential public services. That the applicant is
required to provide necessary resources to enable those service
providers to serve the proposed planned community, as identified
by those providers.

Policy 5.8-6: Require the adoption of distinctive and effective planning and zoning
regulations fo guide the development of each Planned Conmumnity.

Finding:

The Board of Ada County Commissioness finds the applicant’s
proposed zoning ordinance text amendment includes distinctive
and effective regulations that will effectively guide the
development of the proposed Planned Community.

Policy 5.8-7: Permit the adoption of a Specific Plan for each Plarmed Cormunity as part of
the Ada County Zoning Ordinance and Zoning Map. _

Finding:

The Board of Ada County Commissioners finds consistency with
this policy because the specific plan will be adopted by resolution
as a text amendment and adopted into the Ada County Zoning
Ordinance and Zoning Map.

05-001-PC Report 5, BOCC Report
SunCex Idaho, LLC
January 11, 2006
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9. Policy 5.8-8: Require appropriate design criteria o be an integral part of the development
regulations created for all phases of eack Planned Comunity. ‘

Finding: The Board of Ada County Commissioners finds that the proposed
site design standards are a required element of the zoning
ordinance text amendment [see Ada County Code section 8-2E-
4(D)(15)] and that the proposed zoning ordinance text
amendment, and the applicant’s commitment to provide more
specific design guidelines prior to site development, satisfy this
requirement.

10.  Policy5.8-9: Proposed Planned Communities shall have a mittimum size of 640 acres.

Finding: The Board of Ada County Commissioners finds that the proposed
Planned Community site is approximately 830 acres.

11,  Policy 5.8-10: Planned Commaunities shall be considered for approval only when
assurances are provided by the developer or appropriate public agency that essential public services
will be provided, created and financed.

Finding: The Board of Ada County Commissioners finds that the developer
will provide the essential public services of the water system,
“ :) wastewater collection and treatment system, initial construction of
the on-site street system, and open space (see Section B - Specific
Plan, Public Services Financing Plan, Pages 90-92).

Finding: The Board of Ada County Commissioners finds the provision of
other essential public sexvices will be provided by other service
providers, and that the applicant is required to provide necessary
resources to enable those service providers to serve the proposed
planned community, as identified by those providers.

12.  Policy 5.8-11: Planned Communities shall ﬁdtigate negative effects on natural wildlife
habitas based on recommendations made by the Idaho Depariment of Fish and Gante.

Finding: The Board of Ada County Commissioners finds that the applicant
s required fo prepare a wildlife mitigation plan and thata
Recommended Requirement requires the applicant to providea
wildlife mitigation that has received approval from the Idaho
Department of Fish and Game, to include a wetland mitigation
plan, noxious weed abatement plan, and Federal Migratory Bird
Treaty Act of 1972 plan fo be incorporated into the Specific Flan
ptior to any site grading and prior to any decision on the first
preliminary plat and that continuous compliance with the
provisions of the wildlife mitigation plan is required.

) 05-001-FC Report 5, BOCC Report
SunCor Idaho, LLC

January 11, 2006
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13. Policy58-12:

Planned Communities shall have a mixture of land uses that provide a tax

base sufficient to cover the costs of essentinl public services and government functions that

will be needed to support the project.

Finding; The Board of Ada County Commissioners finds a mixture of land
uses are proposed.

Finding: The Board of Ada County Commissioners finds that the tax base
anticipated at build-out is expected to cover the costs of essential
public services and government functions needed to support the
project.

Finding: The Board of Ada County Comumissioners finds that predicted tax

revenue shortfalls in the early months of project development have
been adequately mitigated by the applicant and that the applicant is
required to provide necessary resources to service providers as
identified by those service providers.

14.  Policy 5.8-13: Planned Communities shall provide a variety of housing types and designs.

Finding

Finding:

The Board of Ada County Commissioners finds that Avimor’s
diversity objective and policy 3 (Section B- Specific Plan, following
page 12) conform to this comprehensive plan policy.

The Board of Ada County Commissioners finds that the proposed
implementation of housing type variety and housing design
vatiety are included in the zoning ordinance text amendment and
shall be included in the specific design guidelines.

15.  Policy 5.8-14; Erployment opporiunities for residents of Planned Commumnities shall be
provided within each Planned Community as may be appropriate.

Finding:

The Board of Ada County Commissioners finds the application in
Figure 1, Section B- Specific Plan, following page 14, shows the
location of the planned community is approximately four miles
from the closest city (Eagle). Due to the distance from existing
employment, it would be appropriate for on-site residential
employment opportunities.

The Board of Ada County Commissioners finds the application
proposes 75,000 square feet of retail and office uses; a 12,000
square feet recreation center; a school; a two-bay fire station; and,
an opportunity for work-Jive units. Actaal market demand will
determine the actuzal square footages and uses within the Village
Centet.
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Finding;

Finding:

The Boazd of Ada County Commissioners finds that the proposed
retail and office uses and the “Projected Future Employment”
document provided by Idaho Economics (in Exhibit 78), estimates
206 on-site jobs at build-out. The projected 206 on-site jobs at
build-out meet the requirements of Policy 5.8-14 in that
employment opportunities for residents of Avimor will be available
on-site at various phasing times in conjunction with housing.

The Board of Ada County Commissioners finds that the applicant
has provided implementation measures to ensure adequate and
appropriate commercial and office space will be available in the
community to accommodate on-site jobs and also to ensure rental
housing as well as owner-occupied housing is provided in the
community to accommodate on-sife employees.

16.  Policy 5.8-15: Developers of Planned Communities shall provide financial assurances that
essential public services will be provided fo the project.

Finding:

Finding:

The Board of Ada County Commissioners finds the developer has
provided financial assurance that some essential public services
(water system, wastewater collection and treatment system, initial
construction of the on-site street system, and open space) will be
provided to the project by the developer (see Section B - Specific
Plan, Public Services Financing Plan, Pages 90-92).

The Board of Ada County Commissioners finds the provision of
other essential public services, including but not limited to public
safety services and public schools, will be provided by other
service providers (See Idaho Economics Financial Impact
Analysis, Specific Plan, Section E.), and that the applicant is
required to provide the necessary resources to enable those
service providers fo serve the proposed planned community, as
identified by those providers.

17 Policy 5.8-16: Development within a Planned Community shall be consistent with the
adopted Specific Plan.

Finding:

Finding:

The Board of Ada County Commissioners finds one goal,
objectives and policies have been submitted by the applicant,
addressing residential and commercial development, schools, air
and water quality, recreation facilities, special or sensitive areas,
public services and utilities and izrigation.

The Board of Ada County Commissioners finds the applicant has
submitted information regarding the proposed distribution and
intensity of land uses.
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Finding: The Board of Ada County Commissioners finds the applicant has
submitted an anticipated phasing plan that shows a balanced
mixture of land uses.

Finding: The Board of Ada County Commissioners finds the applicant has
submitted anticipated population projections. As wellasa general
land use map, this designates land use categories for the entire
Planned Community area.

Finding: The Board of Ada County Commissioners finds the applicant has
submitted a plan of the proposed irrigation delivery systems and
essential public services associated with these land uses such as:
water, public safety services, wastewater collection and treatment,
public schools and streets, as determined by the respective
responsible agencies.

Finding: The Board of Ada County Commissioners finds that the applicant
has submitted an analysis of pre-development site conditions
including but not limited to: detailed topographic map with
slopes, views and expostres. Geologic conditions, structure, and
properties. Soil fypes, properties, and depth. Hydrology,
drainage, watersheds, existing bodies of water, shorelines,
wetlands, groundwater conditions and irrigation delivery
systems. Physical site dynamics and geomorphology (flooding,

f) erosion, Iandslides). Climate and wind factors. Vegetation,

~ wildlife and habitat considerations. Cultural resources including,
but not limited o, historic, and archaeological sites and finds.
General land use patterns on-site and within one mile of the
Planned Coramunity perimeter.

Finding: The Board of Ada County Commissioners finds the applicant has
submitted an assessment of development and population trends
documenting the justification for development of a Planmed
Community to accommodate growth.

Finding: The Board of Ada County Commissioners finds the applicant has
submitted description of central design concepts and that the
applicant is required to provide specific design guidelines prior to
site development as indicated in the recommended requirements.

Finding: The Board of Ada County Commissioners finds the applicant has

submitted a description of impacts on groundwater, which
suggests no significant impacts to immediate area.
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18.  Policy 58-17: Planned Communities shall be accompanied by a Specific Plan, which
shall include @ Goals and Policies Section and a Development Standards/Administration
Section. These fwo sections shall be submitted concurrently.

Finding: The Board of Ada County Commissioners finds that the applicant
submitted a Specific Plan that contained sections that included
Goals and Policies, Development Standards/ Administration
Section.

19 Policy 5.8-18: Developers of Planned Cormmunities shall provide, at their cost, at the
time of Specific Plan submittal, a detailed econontic impact analysis evaluating the costs
of their project upon the existing infrastructure and any costs of new infrastructure that
may be required to seroe the project, including but not limited to public streets, school
districts, fire districts, water sysienis, wastewnter collection and treatment systems, air
quality programs, water quality programs, solid waste disposal, lmw enforcement, public
recreation space, frrigation districts, library districts, and emergency medical services.

Finding: The Board of Ada County Commiissioners finds the applicant has
submitted an economic impact analysis prepared by Idaho
Economics that evaluated each of the required topics.

20.  Policy 5.8-19: Required studies associated with Planned Community applications and
agency comments will be considered current and acceptable for a period of thirty (30)
months from the date of original application submittal. The Director, Commission or
Board may make a detertination that significant changes in conditions have occurved
that may require updating, new analysis, or studies of specific issues.

Finding: The Board of Ada County Commissioners finds that the record
shows all studies submitted by the applicant and all comments
submitted by agencies are less than 30 months old; and, no
significant changes in conditions have occurred.

21,  Policy5.8-20: Allow lands adjacent to a Planned Community development, subject to
the approval of & Zoning Ordinance Amendment, to become a part of the Planned
Commynity and developed in accordance with the zoning regulations governing the
Planned Community.

Finding: The Board of Ada County Commissioners finds that the applicant
may expand the Planned Community due to its location and the
fact that it is outside of any City area of Impact.
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22.

23.

24.

Policy 5.1-7: Ensure that new development is compatible with the County's present
development pattern of urban density within the Areas of City Ipact and agriculture
and rural density in the outlying areas; however, allow for the development of Planned
Communities outside of existing Areas of City Impact.

Finding: The Board of Ada County Commissioners finds the Avimor
development would “fast-tzack” the 2030 projected totals for this
TAZ 228 by a numbez of years. It is important to note that the
LRTP's demographic projections are neither implied nor statutory
caps on growth, but are simply planning tools used to assess what
types of publicly funded infrastructure improvements that may be
necessary during a given period of time. It is also important to
note since all required infrastructure for the Avimor Planned
Community would be privately funded via the dedicated school
site, local roads & dedicated ROW's, parks & trails, etc, many of
the underlying assumptions about the distribution of publicly
funded infrastructure debt are minimized. Therefore in the overall
scheme of things, any potential impacts the Avimor development
may have would be minuscule when compared to the publicly
funded impacts and sprawl development currently taking place in
the City of Eagle and Boise City areas of City Impact.

Policy 5.1-8: Allow lands adjacent to a Planned Community development, subject to the
approval of a Zoning Ordinance Amendment, o become a part of the Planned
Comnuunity and developed in accordance with the zoning regulations governing the
Planned Community.

Finding: The Board of Ada County Commissioners finds that the applicant
may expand the Planned Commumity due to its location and the
fact that it is outside of any City area of Impact.

Policy 5.3-15: Amy rural residential development that meets the definition of a Planned
Commtunity shall be required to comply with the Planned Comnmnity requirements of the
Comprehensive Plan.

Finding: The Board of Ada County Commissionexs finds the applicant is
proposing a planned community and that it is in compliance with
the Ada County Comprehensive plan for a planned community
and that findings have been made for each element as listed in this
report, Section I, findings 1 through 25,
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25.  Policy 5.4-12: Commerciol and industriol development shall be Emited fo agricultural-
velated businesses unless it qualifies as a planned comnnunity development.

Finding: The Board of Ada County Commissioners finds that Avimor isa
Planned Comouunity.

J. As to the applicable law, the Board of Ada County Commissioners finds the application is
subject to Title 8 of the Ada County Code, commonly known as the Zoning Ordinance. This
section cites the applicable Zoning Ordinance regulations in bold text, followed by the Board of
Ada County Commissioner’s findings. Specific Findings are provided in Section 8-2E-7 and
portions of 8-7-3C. Those sections provided in relevant part, 8-2E-7 and 8-7-3C 2 through 4.

Finding: THe Board of Ada County Commissioners finds sections 8-2E and 8-7-3C of the
Ada County Code and section 67-6511 of the Idaho Code are applicable
(excepting Section 8-7-3C1) because the applicant is proposing a zoning
ordinance text amendment to establish a new article to the Ada County Zoning
Ordinance, containing regulations for the development and administration of the
Planned Community.

ADA COUNTY CODE SECTION 8-2E-7: REQUIRED FINDINGS:

In order to approve a planned community application, the board shall make the findings for
a zoning ordinance amendment specified in subsection 8-7-3C of this title with the exception
of subsection 8-7-3C1 of this fifle, and shall make the following additional findings:

A. The proposal complies with all applicable local, state, and federal plans and
regulations;

B. The proposed planned community provides a larid developmeni tool to accommodate
population growth outside of existing areas of city impact; and

C The proposal sets forth sufficient and adequate mitigation for the identified economie
impacts beyond the normally expected incremental impacts on municipalities and
other agencies and/or districts.

ADA COUNTY CODE SECTION 8-7-3C ZONING ORDINANCE AMENDMENTS:

C. Required Findings: Upon recommendation from the commission, the board shall
make a full investigation and shall, at the public hearing, review the application. In
order to grant a map or text amendment to the zoning ordinance, the board shall make

the following findings:
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The zoning ordinance amendment complies with the applicable
comprehensive plan (Not a required finding per Ada County Code 8-2E-7);

The zoning ordinance amendment complies with the regulations outlined for
the proposed base district, specifically the purpose statement;

The zoning ordinance amendment shali not be materially detrimental to the
publie health, safety, and welfare; and

The zoning ordinance amendment shall not result in an adverse impact upon
the delivery of services by any political subdivision providing public services
within the planning jurisdiction including, but not limited to, school districts.

K. As to the applicable law, the Board of Ada County Commissioners finds the application is
subject to Title 8 of the Ada County Code, commonly known as the Zoning Ordinance. This
section cites the applicable Zoning Ordinance regulations in bold text.

ZONING ORDINANCE TEXT AMENDMENT FINDINGS:

ADA COUNTY CODE SECTION 8-7-3C (2) ZONING ORDINANCE AMENDMENTS:

C. Required Findings: Upon recommendation from the commission, the board shall
make a full investigation and shall, at the public hearing, review the application. In
order to grant a map or text amendment to the zoning ordinance, the board shall make

the following findings:

The zoning ordinance amendment complies with the regulations outlined for the
proposed base district, specifically the purpose statement;

Section 8-2E-1: PURPOSE: ‘The purpose of this article is to provide standards
for the review of Planned Communities and to implement the planned
community goal and policies of the Ada County Comprehensive FPlan.

Finding: The Board of Ada County Commissioners finds the applicant is
proposing a planned community, which includes a zoning
ordinance text amendment to provide standards to implement the
planned community goals and policies of the Ada County

_Comprehensive Plan which, if approved would be adopted and
used to provide standards for review.
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2. Section 8-2E-Z:
applications for planned communities that meet the following minimum size

and location standards:

A.

APPLICARBILITY: These regulations shall apply to

The planned community is a minimum of 640 acres.

Finding:

The Board of Ada County Commissioners finds that the,
the proposed planned community is approximately 830
acres.

The planned community site is located outside existing areas of impact
and the Idaho National Guard artillery range.

Finding:

The Board of Ada County Commissioners finds as the
official Areas of City Impact, Urban Sexvice Planning
Areas, and Referral Areas Map, the proposed planned
community is located outside any area of city impact. The
proposed planned community is located east of State
Highway 55, approximately 3 miles notth of Dry Creek
Road, Sections 1 and 12, Township 5 North, Range 1 East
and Sections 7, 8, 17,18, and 19, T.5N., R 2E, BM,, Ada
County, Idaho.

The Board of Ada County Commissioners finds As
evidenced by the official Ada County Comprehensive Plan
Generalized Puture Land Use Map adopted June 17, 1996,
Resolution 882, Amended April 9, 1997, Resolutions 924,
925, 926, and 927, the proposed planned community is
located outside the Idaho National Guard Artillery Range
(Department of Defense - Gunnery Range Hazardous
Area).

The planned comntunity has a boundary that enhances the area’s
ability to incorporate or be annexed.

Finding:

The Board of Ada County Commissioners finds that the
proposed planned community could in the futare meet the
criteria for incorporation (in Idaho Statute Section, 50-101

et. seq.
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4.

Section 8-2E-3: PRE-APPLICATION REQUIREMENTS: The applicant shall
complete a series of preapplication conferences prior to submittal of an
application for a planned community. The purpose of these conferences is {0
develop a common understanding between staff and the applicant regarding
existing site conditions, project design, proposed zoning regulations, potential
environmental impacts and mitigation measures, general consistency with
local, state, and federal regulations and the Ada County comprehensive plan,
and any other refevant issues of the proposed project.

Finding: The Board of Ada County Commissioners finds that the applicant
held three official preapplication conferences (Preapplication
#200400036) with Ada County Development Services. The
preapplication conferences took place on April 19, 2004, April 29,
2004, and May 19, 2004. Additional meetings were held with
Development Services on October 8, 2003, December 31, 2003,
February 26, 2004, April 13, 2004, January 4, 2005, January 27,
2005, April 14, 2005, and May 11, 2005.

Section 8-2E-4: APPLICATION REQUIREMENTS:

Al The applicant or owner shall submit the fee for the planned community
application subseqguent to a recommendation of the director and
adoption by the board. The negotiated fee for a planned community
application shall recognize the amount of Ada County administrative
time required to process the application.

Finding: The Board of Ada County Commissicners finds that the
applicant has submitted a fee as directed by the Director of
Ada County Development Services for the proposed
planned community application. The fee amount was
recommended by the Director and adopted by the Board.
The applicant submitted a check in the amount of $27,389.
This amount combined with the $5,000 deposit submitted
to Development Services on August 26, 2004, represents
the first installment of the application fee.

05061 -PC Report 5, BOCC Report

SunCor 1daho, L1.C
January 11, 2006

Page 18 0of35



»

The applicant shall submit a detailed plan that includes the elements
required by this subsection, hereafter referred to as the "specific plan”.
These documents and drawings shall provide sufficient information to
evaluate future development applications to ensure that the planned
services and amenities shall be provided for the anticipated population.

1.

3.

A vision statement for the use and design of the subject site.

Finding: The Board of Ada County Commissioners finds the
applicant has submitted a vision statement for the
use and design of the subject site.

A Hst of coordinated goals, objectives and policies
implementing the vision statement and addressing applicable
residential, commercial and industrial development, schools, air
and water quality, recreation facilities, special or sensitive areas,
the provision of essential public services and wutilities, and
irrigation delivery systems.

Finding: The Board of Ada County Commissioners find the
applicant has submitted a list of coordinated goals,
objectives, and policies implementing the vision
statement and addressing applicable development.

General land use patterns on site and within a minimum of ane
mile of the planned community perimeter.

Finding: The Board of Ada County Commissioners finds the
applicant has submitted genesal land use patterns
on site and within a minimum of one mile of the
planned community perimeter.

A natural features analysis as set forth in this title, including 2
description of the impact of the project on area ground water
quality.

Finding: The Board of Ada County Commissioners finds the
applicant has submitted a natural features analysis
including a description of the impact of the project
on area ground water quality. '
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A description of the density and/or intensity of land uses
proposed within the planned community.

Finding; The Board of Ada County Commiissioners finds the
applicant has described the density and intensity of
planned land uses proposed within the planned
community.

A general land use map designating land use categories for the
entire planned community area.

Finding: The Board of Ada County Commissioners finds the
applicant has submitted (Appendix F) a general
Jand use map designating land use categories for
the entire planned community area.

Anticipated population of the planned community at
completion.

Finding: The Board of Ada County Commissioners finds the
applicant has submitted population projections for
the proposed community at completion.

An assessment of development and population trends
documenting the justification for development of a planned
community outside of existing areas of city impact.

Finding: The Board of Ada County Commissioners finds the
applicant has submitted an assessment of
development and population trends documenting
the justification for development of a planned
community outside of existing areas of city impact.

Public services and wutilities plan describing and depicting the
location and type of electric service, natural gas service, storm
drainage and flood control systems, wastewatez {reatment and
collection, water service, irrigation, telephone and television
cable service, public safety services, and schools.

Finding: The Board of Ada County Commissioners finds the
applicant has submitted a public services and
utilities plan as required.
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10.

11.

)

Circulation plan depicting location, design and dimensions for
the various types of streets, trails and paths.

Finding: The Board of Ada County Commissioners finds the
applicant has submitted a circulation plan
{(Appendix F} depicting the location, design, and
dimensions for the various types of siveets, trails,
and paths.

Dedicated open space plan depicting both active and passive
recreation areas and pedestrian, equestrian and bicycle paths.

Finding: The Board of Ada County Commissioners finds the
applicant has submitted a dedicated open space
plan (Appendix F) depicting both active and
passive recreation areas and pedestrizn paths.

Essential public services and anticipated financing plan
describing: a phased implementation program; the steps
necessary to initiate and maintain each phase of development;
the financial assurances provided, including costs of proving
utilities, circulation, open space, landscaping, and any othex
public improvements; and mitigation of megative ecemomic
impacts beyond the normally expected incremental impacts of
development on affected municipalities and other agencies and
districts. Fach phase shall include sufficient essential public
services o serve the anticipated population of that phase, as
well as provide for integration into the planned comsunity.

" Finding: The Board of Ada County Commissioners finds the

applicant has submitted an essential public services
plan that contains ali the required elements.

Description of central design concepts that create themes to
guide land nse development and fo integrate a mixture of land
uses. These concepts shall consider predevelopment site
conditions, careful placement of public and quasi-public land
uses, ample open space areas interconnecting all phases of
development with appropriate landscaping, and provision of
specific guidelines for construction and placement of
improvements.
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Finding: The Board of Ada County Commissioners finds the
applicant has submitted a description of central
design concepts, and is required to submit more
specific design guidelines prior fo site
development.

Finding: The Board of Ada County Commissioners finds See
additional findings that Avimor carefully
considered predevelopment site conditions, careful
placement of public and quasi-public land uses,
ample open space areas interconnecting all phases
of development with appropiiate landscaping, and
provision of specific guidelines for construction
and placement of improvements.

A phasing plan indicating the sequence of development, general
land uses, and anticipated commencement and completion times
of each phase shall be provided, indicating land use types, total
area contained, anticipated population levels, and essential
public services. Essential public services adequate for the
anticipated level of use of that phase shall be provided. The
applicant shall also provide a written explanation of why phases
should be developed in the proposed sequence and how the
progress of each phase shall be measured and monitored by the
director and the applicant andfor owner. Phasing shail be
accomplished so that the integrity of the planned community is
maintained at the end of any single phase.

Finding: The Board of Ada County Comumissioners finds the
applicant has submitted a phasing plan with the
requited elements and phasing is such that
integrity of the PC is maintained at the end of each
phase,

. The applicant shall submit a zoning ordinance amendment, as
specified in section 8-7-3 of this title, to amend the official zoning map
to identify the planned communify boundaries and designation of the
area as a planned community. The map amendment application shall
jnclude a legal description of the planned community boundaries.

Finding: The Board of Ada County Commissioners finds the

applicant has submitted a zoning ordinance map
amendment and is required to submit a Jegal description
of the planned community zone boundaries as required.
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The applicant shall submit a zoning ordinance amendment; as
specified in section 8-7-3 of this title, to add a new article to this chapter
containing the following regulations for the development and
administration of the planned community:

Finding; The Board of Ada County Commissioners finds the
applicant has submitted a zoning ordinance text
amendment to establish regulations for the development
and administration of the planned community as required.

Finding: The Board of Ada County Commissioners finds that the
zoning ordinance submitted contains ali the required
alements as specified in 8-2E-4(D), 1 through 17.

The applicant shall submit a detailed economic impact analysis
evaluating the impacts of the planned community upon existing
infrastracture and any cost of new infrastructure that may be requived
to serve the planned community including, but not limited to, streets,
schools, fire profection, water systems, wastewater collection and
treatment systems, air quality programs, water quality programs, solid
waste disposal, law enforcement, parks and open space, irrigation
delivery systems, libraries and emergency medical services. Written
statements shall be solicited by the applicant from affected
municipalities, agencies andfor districts, and other service providers
commenting on the impact of the planned community upon exdsting
infrastructure and the costs of providing new infrastructure needed to
serve the project. All responses received by the applicant shall be
submitted to the director along with the required economic impact
analysis.

Finding: The Board of Ada County Commissioners finds the
applicant has submiited an economic analysis as required
and that the economic impact analysis evaluates the
impact of the mew infrasttucture as detailed in
comprehensive plan findings Plan policy 5.8-18.

Finding: The Board of Ada County Commissioners finds that the
proposal sets forth sufficient and adequate mitigation for
the identified economic impacts beyond the normally
expected incremental impacts on municipalities and other
agencies and districts.

The applicant shall submit any other information necessary to supposi
the purposes of this chapter, as determined by the director, the
commission, or board, as applicable.
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Finding: The Board of Ada County Commissioners finds the
applicant has submitted additional information regarding
environmental issues as required by the director.

The director, commission or board may make a determiration that
material changes in conditions have occwrred that may require
updating, new analysis, or studies of specific issues.

Finding: The Boatd of Ada County Commissioners finds that no
material changes have occurred to require updating, new
analysis, or studies at this time.

The applicant shall submit a determination by the community
planning association of southwest Idaho on whether the proposed
planned community, or annexation to an existing planned community,
shall necessitate an update to the adopted regional transportation plan.
The board may require the applicant to fund the cost of any necessary
update to the regional transportation plan 25 a regulation of a
development agreement as required in subsection 8-7C(2) of this fitle.

Finding: The Board of Ada County Commissioners finds COMPASS
has made a determination that the proposed planned
community shall not necessitate an update to the regional
transportation plan, so no update is required (see Exhibit
51).

5. The zoning ordinance amendment shall not be matexially detrimental to the public
health, safety, and welfare (From Ada County Code section 8-7-3C(3).

Finding:

Finding:

Finding:

The Board of Ada County Commissioners finds that the proposed zoning
ordinance text amendment in Appendix F is not materially detrimental to
the public health, safety and welfare because all potential impacts have
been identified and mitigated or require mitigation as a recommended
requirement.

The Board of Ada County Commissioners finds the applicant has
submitted an economic analysis as required and that the economic impact
analysis evaluates the impact of the new infrastructure as detailed in
comprehensive plan findings Plan policy 5.8-18.

The Board of Ada County Commissioners finds that the proposal sets
forth sufficient and adequate mitigation for the identified economic
impacts beyond the normaily expected incremental impacts on
municipalities and other agencies and districts.
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6. The zoning otdinance amendment shall not result in an adverse impact upon the
delivery of services by any political subdivision providing public services within the
planning jurisdiction including, but not limited to, school districts. (From Ada
County Code section 8-7-3C(4).

Finding: The Board of Ada County Commissioners finds that the proposed zoning
ordinance fext amendment will not result in an adverse impact on the
delivery of services because all potential economic impacts have been
identified and mitigated or are recommended requirements.

ZONING ORDINANCE MAP AMENDMENT FINDINGS:

7. Section 87-3C 2 through 4. REQUIRED FINDINGS, MAP AMENDMENT:
Upon recommendation from the Commission, the Board shall make a full
investigation and shall, at the public hearing, review the application. In order
to grant a map amendment to the zening ordinance, the Board shall make the
following findings:

a) The mning ordinance (map) amendment complies with the regulations
outlined for the proposed base district, specifically the purpose
state:pent; 8-7-3C(2)

Finding; The Board of Ada County Commissioners finds as
discussed in the individual findings above that the
applicant has submitted a planned community application
that meets all of the regulations outlined for the proposed
base district, including the purpose statement and that the
map amendment is compliant with the base district.

Finding: The Board of Ada County Commissioners finds that the
proposed zoning ordinance text amendment in (Appendix
F) complies with the regulations outlined for the proposed
base district, including the purpose statement.

b) The zoning ordinance (map) amendment shall not be materially detrimental
to the public health, safety, and welfare; 8.7-3C (3)
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Finding:

The Board of Ada County Commissioners finds that the
proposed map amendment to Planned Community shall
not be materially detrimental to public health, safety and
welfare as no evidence as been submitied to indicate that
the proposed development would be materially
detrimental.

¢) The zoning ordinance (map) amendment shall not result in an adverse
impact upen the delivery of services by any political subdivision
providing public services within the planning jurisdiction including,
but not limited to, school districts, 8-7-3C (4}

Finding:

Finding:

The Board of Ada County Commissioners finds as
discussed in the individual findings above that the
applicant has submitted evidence that the development
and therefore the map amendment will not result in an
adverse impact on the delivery of sexvices,

The Board of Ada County Commissioners finds the
proposal sets forth sufficient and adequate mitigation for
the identified economic impacts beyond the normally
expected incremental impacts on municipalities and other
agencies and/or districts.

ADA COUNTY CODE SECTION 8-2E-7: REQUIRED FINDINGS:

In order to approve a planned community application, the board shall make the findings for
a zoning ordinance amendment specified in subsection 8-7-3C this title with the exception of
subsection 8-7-3C1 this title, and shall make the following additional findings:

A

The proposal complies with all applicable local, state, and federal plans and
regulations;

The proposed planned community provides a land development tool to accommodate
population growth outside of existing areas of city impact; and

The proposal sets forth sufficient and adequate mitigation for the identified economic
impacts beyond the normally expected incremental impacts on municipalities and
other agencies and/or districts.
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8-2E-7 FINDINGS DETAILED

A, The proposal complies with all applicable local, state, and federal plans and
regulations;

Finding: The Board of Ada County Commissioners finds as evidenced that based
on the findings above the proposed Avimor application complies with
Ada County regulations.

OTHER LOCAL REGULATIONS AND PLANS:
Central District Health Depattment - Environmental Health Division:

Finding: The Board of Ada County Corpmissioners finds as evidenced by the agency
comments dated August 8, 2005, the Idaho Department of Water Resources shall
review well construction and water availability. The applicant shall submit
plans and receive approval from the Idaho Department of Health and Welfare,
Division of Environmental Quality for central sewage and central water. Run-off
from the proposed planned community shall not create a mosquito-breeding
problem. Central District Health shall review any food and beverage
establishment and/or grocery store. The applicant should incorporate storm
water best management practices as recommended by Central District Health.
The Board of Ada County Commissioners finds the applicant is required to meet
these requirements.

Eagle Fire Depariment:

Finding: The Board of Ada County Commissioners finds as evidenced by the agency
comments dated August 30, 2005, Eagle Fire Department states minimum fire flow
requirements for the proposed development have been addressed and all fire flows
will be based on specifications in the 2003 International Fire Code. Fire hydrant
locations and required fire flows shall be witnessed and approved by the Eagle Fire
Department prior to any building construction. Fire department access roads shall
be constructed in accordance with Section 503 and Appendix D of the International
Fire Code. Roads 20 to 26 feet wide need to be posted on both sides as a fire lane.
Roads 26 feet to 32 feet wide shall be posted on one side as a fire lane. Signs shall be
12" by 18” high and have red Jetters on white reflective background. The Board of
Ada County Commissioners finds the applicant is requited to meet these
requirements.
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STATE REGULATIONS AND PLANS:

Kdaho Department of Fish And Game:

Finding: The Board of Ada County Commissioners finds the applicant is required to meet
the recommendations from Idaho Fish and Game and to submit a wildlife
mitigation plan that addresses those recommendations prior to any on-site
development.

FEDERAL REGULATIONS AND PLANS:

United States Postal Service:

Finding: The Board of Ada County Commissioners finds as evidenced by the agency
comments dated August 17, 2005, the US Postal Service has identified 83714 as
the Zip Code. Centralized delivery will be required to avoid alphanumeric
addressing. The Board of Ada County Conunissioners finds the applicant is
required to meet these requirements.

B. The proposed planned community provides a land development tool to accommodate
population growth outside of existing areas of city impact.

Finding:

The Board of Ada County Commissioners finds the applicant has
submitted an essential public services plan that addresses the
development of the proposed Planned Community without impact to
other municipality’s services.

The Board of Ada County Commissioners finds the Avimor development
would “fast-track” the 2030 projected totals for this TAZ 228 by a number
of years. It is important to note that the LRTP's demographic projections
are neither implied nor statutory caps on growth, but are simply planning
tools used to assess what types of publicly funded infrastructure
improvements that may be necessary duting a given period of time. It is
also important to note that all required infrastructure for the Avimor
Planned Community would be privately funded via the dedicated school
site, local roads & dedicated ROW's, parks & trails, etc., many of the
underlying assumptions about the distribution of publicly funded
infrastructure debt are minimized. Therefore in the overall scheme of
things, any potential impacts the Avimor development may have would
be minuscule when compared to the publicly funded impacts and sprawl
development currently taking place in the City of Eagle and Boise City
areas of City Impact.
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The Boatd of Ada County Commissioners finds that the applicant may
expand the Planned Community due to its location and the fact that it is
outside of any City area of Impact.

C The proposal sets forth sufficient and adequate mitigation for the identified economic
impacts beyond the normally expected incremental impacts on municipalities and
other agencies and/for districts.

Finding:

Finding:

Finding:

Finding:

The Board of Ada County Commissioners finds that the applicant is
required to prepare a wildlife mitigation plan and that a Recommended
Requirement requires the applicant to provide a wildlife mitigation that
has received approval from the Idaho Department of Fish and Game, to
include a wetland mitigation plan, noxious weed abatement plan, and
Federal Migratory Bird Treaty Act of 1972 plan to be incorporated into
the Specific Plan prior to any site grading and prior to any decision o the
first preliminary plat and that continuous compliance with the provisions
of the wildlife mitigation plan is required. :

The Board of Ada County Commissioners finds the applicant is required to
meet the recommendations from Idaho Fish and Game and to submit a
wildlife mitigation plan that addresses those recommendations prior to any
on-site development.

The Board of Ada County Commissioners finds that the tax base
anticipated at build-out is expected to cover the costs of essential public
services and government functions needed to support the project.

The Board of Ada County Commissioners finds the developer has
provided financial assurance that some essential public services (wate
systemn, wastewater collection and treatment system, initial construction
of the on-site street system, and open space) will be provided to the
project by the developer (see Section B - Specific Plan, Public Services
Financing Plan, Pages 90-92).

The Board of Ada County Commissioners finds the provision of other
essential public services, including but not limited to public safety
services and public schools, will be provided by other service providers
(See Idaho Economics Financial Impact Analysis, Specific Plan, Section
E.), and that the applicant is required to provide the necessaty resources
to enable those service providezs to serve the proposed planned
community, as identified by those providers.
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Finding: The Board of Ada County Commissioners finds the applicant has
submiited an economic impact analysis prepared by Idaho Economics
that evaluated each of the required topics, and that Ada County’s own -
economic analysis indicates that the Idaho Econormics analysis is valid.

CONCLUSIONS OF LAW

If any of these Conclusions of Law are deemed to be Findings of Fact they are incorporated into
the Findings of Fact section.

1. The Board of Ada County Commissioners concludes that File # 05-001-PC complies with the
Ada County Comprehensive Plan, subject to compliance with the Recommended
Requirements attached hereto.

2. The Board of Ada County Commissioners concludes that File # 05-001-PC complies with
Section 8-2E-7 of the Ada County Code, subject to compliance with the Recommended
Requirements attached hereto.

3. The Board of Ada County Commissioners concludes that File # 05-001-PC complies with
Section 8-7-3C (map amendment) of the Ada County Code, subject to compliance with the
Recommended Requirements attached hereto.

4. The Board of Ada County Commissioners concludes that File # 05-001-PC complies with
Section 8-7-3C (text amendment) of the Ada County Code.

5. 'The Board of Ada County Commissioners concludes that File # 05-001-PC complies with
Section 8-7C-5 of the Ada County Code, subject to compliance with the Recommended
Requirements attached hereto.
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ORDER

Based upon the Findings of Fact and Conclusions of Law contained in this Staff Report, the Board of

Ada County Commissioners approves File 05-001 PC to include the proposed zoning ordinance
map amendment and development agreement; and, recommends approval of the proposed
comprehensive plan text amendments; and, recommends approval of the proposed conceptual

development plan.

DATED this 8% day of Febrary 2006.

Board of Ada County Commissioners

By: Rick Yzaguirre, Chairman

By: Judy M. Peavey-Derr, Commissioner

By: Fred Tilman, Commissioner

ATTEST:

J. David Navarro, Ada County Clerk
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EXHIBIT 79
DEVELOPMENT REQUIREMENTS

. A legal description must be submitted for the zoning map amendment that is consistent

with the site drawing boundaries contained in the application and that includes the 20-
acre utility site on the west side of SH-55.

. 'The archeological and historical sites shall be protected from disturbance until they are

evaluated as required by the Idaho State Historical Preservation Office prior to any site
grading.

. A wildlife mitigation plan shall be developed by a qualified biologist in coordination with

the Idaho Department of Fish & Game that mitigates negative effects on natural wildlife
habitat. This plan shall include a wetland mitigation plan and a noxious weed abatement
plan and shalt be incorporated into the Specific Plan prior to receiving final approval of
the first prefiminary plat. Grading may be allowed in the first phase development area
only with the following provisions:

a. Submittal of a plan developed by a qualified biologist in coordination with the
Idaho Department of Fish & Game that address wildlife mitigation, wetlands, and
noxious weeds in the first phase development area.

b. The applicant receives written approval of the plan submitted from the
Development Services Director.

c. The applicant obtains all required permits.

. The applicant shall comply with all requirements of the Federal Migratory Bird Treaty

Act of 1972, Continuous compliance with the provisions of the Federal Migratory Bird
Treaty Act of 1972 is required.

. The use of gabions shall be limited to the areas of the required street crossings and where

streets may be in danger of eroding.

. The recommendations of the Scenic Byway Advisory Council shall be met.

. Development and implementation of landscaping and beautification standards to address

the “entryway corridor” of SH-55 shall be done as adjacent sites are graded or developed.

. Noise attenuation features shall be constructed as recommended by the Idaho

Transportation Department.

. Fencing or other safety measures will be provided along the two creeks adjacent to the

school site, and a letter shall be obtained from the Meridian Joint School District that the
school site is acceptable to them for an elementary school.
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10, Street standards must meet the approval of ACHD at the time of subdividing.

11. Improvements and/or payments related to SH-55 shall be made when required by the
Idaho Transportation Department pursuant to written agreement entered into between
Avimor and the Idaho Transportation Department.

12, Final approval of file 05-001-PC shall be contingent upon execution of a development
agreement by the Board of Ada County Commissioners.

13. Development Standards and Design Guidelines shall be submitted for adoption inta the
Specific Plan priot to receiving final approval of the first preliminary plat. The
Development Standards and Design Guidelines, and the duties of the Avimor Design
Review Committee, shall include but not be limited to parking, landscaping, setbacks and
lighting standards and the committee’s responsibility to review compliance with those
standards for multi-family dwellings and bed-and-breakfasts; and, shall include but not be
limited to establishing standards and the Avimor Deesign Review Commitiee’s
responsibility to review all land uses listed in Ada County Code Title 8, Chapter 5.

14. The applicant shall provide 50% of the funding necessary for one Sheriff’s Deputy
position for a period of (18) eighteen months. Funding shall star upon approval of the
Final Plat for the first phase of Avimor or prior to obtaining the first building permit
which ever occurs first.

15. The applicant shal provide space in the fire station to house an ambulance and shall
provide space to house a paramedic crew in the future when required by Ada County
Emergency Medical Services.

16. The applicant shall work with the Meridizn School District to patticipate financially in
acquiring a school site south of Avimor, based on a propostionate share of attendance.

17. The applicant shall work with the Ada County Library District to house a branch library
at Avimor, to be established following substantial completion of the first phase of
development, anticipated to occur in 2007/2008.

18. The applicant shall provide a minimum of (10) ten rental-housing units on site.

19. The applicant shall provide a minimum 33,000 square feet of private non-residential
development prior to approval of the final phase of development.
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20. The applicant shall designate an on site alternative transportation coordinator and provide
an alternative transportation kiosk. The alternative transportation coordinator shall
provide the residents with assistance, development, and managed coordination of
alternate forms of transportation.

21. The applicant shall provide the necessary staff, equipment, and facilities to ensure
essential public services will be provided to the Avimor Planned Community.

22. To minimize any impacts for the proposed fill and cuts, the applicant shall utilize on-site
materials to balance the fills and cuts thereby limiting the need to truck material to the
site from off-site locations.

23. The applicant shall provide all essential public services required as well as the resources
required to enable those service providers to serve the proposed planned community, as
identified by those providers.

24. The applicant shall enhance natural features and any visual impact of the development by
rounding finished grade contours to blend with the existing slopes, requiring that building
pads be designed to follow the natural confours with contour or landform, ensuring
grading practices are designed to minimize visual impacts, to require hillside building
foundations and designs to be stepped with the natural grade contours that minimize cuts
and greatly improve visual aesthetics as detailed in Avimor’s Conceptual Lot Building
Envelopes, Conceptual Grade Adaptive Housing, and Contour Grading and Landform

_/j Grading methods and plans submitted.

A

25. The applicant shall submit plans and receive approval from the Idaho Department of
Health and Welfare, Division of Environmental Quality for central sewage and central
water. Run-off from the proposed planned community shall not create a mosquito-
breeding problem. Central District Health shall review any food and beverage
establishment and/or grocery store. The applicant shall incorporate storm water best
management practices as recommended by Central District Health.

26. Fire hydrant locations and required fire flows shall be witnessed and approved by the
Eagle Fire Department prior to any building construction.

27. Fire department access roads and on-street parking shall require Fire District approval-

28. The applicant shall provide a centralized mail delivery system as required by the US
Postal Setvice.

29. Avimor shall develop pathways, trails and trailheads, and parks and recreation areas in
accordance with the Open Space and Trails Plan, and the Phasing and Infrastructure
Schedule of the Avimor Specific Plan.

~ 05-001-PC Report 5, BOCC Report
- ) SunCor Idaho, LLC

January 11, 2006
Page 34 of 35



30. Avimor shall work with Ada County and other public agencies, and landowners and
citizens, to develop and adopt a regional trails recreation and open space plan through the
current Ada County Comprehensive Plan up-date process.

31. Avimor shall work with Ada County and other public agencies to integrafe the Avimor
Open Space and Trails Plan for access and connections within, through, and beyond the
bounds of Avimor in accordance with adopted policies and standards of the up-dated Ada

County Comprehensive Plan.

32. Avimor shall develop an agreement for ownership, funding, maintenance and operational
1esponsibilities for Avimor’s frails, parks and recreation areas, and open spaces following
adoption of policies and standards of the Ada County Comprehensive Plan’s trails,
recreation and open space component.

33. Prior to receiving final approval of the first preliminary plat, the applicant shall make the
final payment of the negotiated Planned Commumity Application Fee.

34. Public trails developed on Avimor property shall be created and evidenced by recorded
easements, plat notes or other recorded instruments as approved by Ada County
Development Services.
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State of Idaho | |
DEPARTMENT OF WATER RESOURCES

322 East Eront Street, 0. Box 83720, Boise, ID.83720-0098
Phone: (208) 287—4800 Bax:. (208): 28’7-6‘7{39 Weh Site: wyiwidwridaho.goy,
G 2752005 ‘ JAMES E. RISCH

Governor
KARL J, DREIER
Director
MICHAEL D WARDLE
SUNCOR IDAHO LLC
485 BAST RIVERSIDE DRIVE SUITE 300
BAGLE IDAHOQ 83616

RE: Application for Stream Channgl Alteration Permit #63-20059
Construction of roadway crossings and stream channel stabilization structures.

Dear Mr. Wardle:

This office has reviewed the above referenced application for a permit to alter a stréam channel and
hasprépared a decision as provided for in Section 42-3805, Idaho Code,

You may consider this letter as a permit for the construction of; site one (Con—Span bridge 20"x
6’k 100°), site two (Con-Span bridge 20°x 6°x 96” with MSE end walls), site 3 (installirig a 42
meh culvert extension 40’ foot Iong and a culvert 60”x 60’ ‘th conmete head walls) and a

Sprmg Creek s descrlbed on your apphcatlon and amendment Other condltmns and
construction procedures also approved under this permit may not coincide with the preposal as
submitted.

MINIMUM STANDARDS. (These standards are -established in the Stream Channel
Alterations, Rules:and Regulations dated November 1992, and are. enclosed with this permit:)

056 - Construction Procedures
057 - Placetent of Rock Riprdp
062 - Culverts and Bridges

THIS AUTHORIZATION IS APPLICABLE -ONLY TO DEPARTMENT OF WATER
RESOURCE PERMITS ADMINISTERED BY THE STREAM CHANNEL PROTECTION
PROGRAM. IT'DOES NOT RELIEVE YOU OF THE RESPONSIBILITY TO OBTAIN OTHER
LOCAL, STATE, AND/OR FEDERAL PERMITS WHICH MAY BE REQUIRED.

DEQ REQUIRES A SHORT TERM ACTIVITY EXEMPTION BE OBTAINED FROM CRAIG
SHEPARD (373-0557) PRIOR TO THE.START OF CONSTRUCTION,

All construction shall beé completed in dccordance with descnp’ciens and methods on the
application and attachments submitted with. the application or as adgsndum’s.
specified.

Department of Water Resources
APPLICANT'S

Exhibit

Date Admitted __/n~23 (-0
~Na a9



Page 2
63-20059

All material enclosures (Gabions, MSE Walls) using 2 wire structure below the ordinary high
water mark must be approved in advance by IDWR.

This Department prior to commencement of construction must approve any changes.

All construction activities shall be conducted in such a manner as o minimize turbidity and other
water quality impacts.

Uncured concrete shall not come into contact with surface waters. The discharge of all-concrete
shall be completed when the work area has been dewatered through the use of an approved
cofferdam and excess water evacuated. Cleaning of concrete transport equipment, distribution

equipment or equipment contaminated with conerete is not permitted where the effluent from such
cleaning will enter the waterway.

Stream bank vegetation shall be protected to the extent practicable during construction. Care shall
be taken to select locations for ingress and egress from the stream that will minimize bank and
riparian vegetation damage. All disturbed and eroded areas from the construction shall be
revegetated with perennial shrubs, grasses, and forbs as recommended by Idaho Department of
Fish and Game and/or the local office of the Natural Resources Conservation Service, to reduce
erosion, restore bank cover and habitat and inhibit the invasion of noxious weeds.

All unauthorized vegetative debris and excavated material shall be disposed of out of the stream
channel where it cannot reenter the channel at high flows. All temporary strucfures, construction
debris and litter from the construction and construction workers shall be removed from the site and

disposed of properly.

Fuel, oil, and other hazardous materials shall be stored, and equipment refueled away from the
stream in a centralized location that is constructed and maintained with under liners, to ensure that

a spill cannot enter surface and/for ground waters.
THIS PERMIT SHALL EXPIRE ON DECEMBER 31, 2007.
GENERAL CONDITIONS

This permit does not constitute any of the following: :
a. An easement or righi-of-way to trespass across or work upon property belonging to

, others.
b. Compliance with the Federal Flood Insurance Program, FEMA regulations or approval of

the local Planning and Zoning authority.

Idaho Code, Sections 55-2201 - 55-2210 requires the applicant and/or his contractors to contact
Digline not less than three (3) working days prior to theé start of any excavation for this project.
The phone numbers for Digline are Boise area 342-1585 and statewide 1-800-342-1585.

The permit holder or operator must have a copy of this permit at the alteration site, available for
inspection at all times.
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FAILURE TO ADHERE TO CONDITIONS AS SET FORTH HEREIN CAN RESULT IN
LEGAL ACTION AS PROVIDED FOR IN SECTION 42-3809, IDAHO CODE.

No liability whatsoever shall accrue to the Department of Water Resources for damages to other
properties resulting from approval of this permit. By accepting this approval, the permit holder
not the Department of Water Resources shall be responsible for damages incurred to other
properties caused from work performed under this permit.

If you object to the decision issuing this permit with the above conditions, you have fifteen days
in which to notify this office in writing that you request 2 formal hearing on the matter. If an
objection has not been received within fifteen days, the decision will be final.

If you have any questions, please contact me at 287-4941 or this office.

Sincerely,

Ervin Ballou
State Coordinator
Stream Channel Protection Program

cc: COE #052100162, DL, IDF&G, DEQ



N )

DEPARTMENT OF THE ARMY
WALLA WALLA DISTRICT, CORPS OF ENGINEERS
201 NORTH THIRD AVENUE
WALLA WALLA, WASHINGTON 99362-9265

REPLY TO

ATTENTION OF June 27, 2006
Regulatory Division

SUBJECT: NWW No. 052100162

Mr. Rabert G. Taunton
SunCor Idaho, LLC
485 East Riverside Drive
Eagle, Idaho 83616-6053

Dear Mr. Taunton;

Enclosed is your Department of the Army permit to discharge fill material into Spring

Valley Creek, North Fork Spring Valley Créek, Burnt Car Draw and 0.947 acre adjacent
wetlands to develop the Avimor Planned Community. Your project is located in Secs. 7, 8, 17,
and 18, T.3N,, R.1E., B.M., Ada County, Idaho. The permit includes conditions you must comply
with in completing the permitted work. We received your permit processing fee for $100. If the

:) work will be done by another party, such as a contractor, you must give them a copy of this
permit. If you decide to change your project from what we have permitted, you must send us
revised drawings showing your-proposed changes. We need to approve any proposed changes
before you start work.

We have enclosed a Compliance Certification for you to-sign and return when you complete
your project. Please notify Mr. Gregory J. Martinez of our Boise Regulatory Office at 208-

345-2154 when you start work authorized by this permit and immediately after it is completed so

we can inspect it during and after construction.

This determination applies only to Department of the Army permits administered by the
Corps of Engineers. Your project may also require permits from other Federal, state, and local
agencies. A permit may be required from the Idaho Department of Water Resources for your
project. You should contact them to obtain any necessary permits prior to the start of
construction. '

A local floodplain management ordinance may have been adopted by your local city or
county zoning office under the National Flood Insurance Program. You should contact them
regarding any approvals or permits they may require for your project.

We are interested in your thoughts and opinions concerning the quality of service you
received from the Walla Walla District, Corps of Engineers Regulatory Division. If you have

i ) . Internet access and are interested in letting us know how we are doinggyeu.can compleis
| Department of Water Resources
APPLICANT'S
Exhibit 9 |
DB | pate Admitted__ (0-31 <02 _




-~

])EPARTMENI OF THE ARMY PER...4T

APermlttee Mr Robert Taunton

Permlt Number NWWNo 052100162 '

Issuing Office: Walla Walla District

Pl . .
NOTE: The term "you" and its derivatives; as. s used in this permlt medns the pemnttee Or any

~ ‘future transferée. “The'term "thi§ office” refers'to the appropnate dlstnct or division office.of the »
Corps of Engineers-having Junsdxctlon over the permitted actmty oF the appropnate ofﬁclal

. actmg under the authonty of the commandmg officer.

You s are authonzed fo perform work in accordance w1th the terms and cond1t10ns spec1ﬁed
be,low . . . UREE SR .

RN T L o .‘

PrOJect Descnptmn _ .

Discharge 8;700 cubic yards of tack, gravél, concrete and earthen ﬁll matenal info. 296 lmear feet
of Spring Valley Creek, North Fork Spring Valley Creek and 0,947 acre of 4djacent, emergent, -
scrub/shrub and forested wetlands to build roads and armor washout or eroded areas.along the
streamn channel. Discharge 3,600 cubic yards of earthen fill material into 3, 624 linéar feet of
Bumt Car Draw. D1scharge 795 cubic yards of gravel and earthen fill material into Spring Valley
Creek to construct eight temporary equipment access roads: Locatlon and descnptlon as shown

on the enclosed drawing sheets 1 throigh 17.

' THE PROJ ECT SHAILL BE CONSTRUCTED ACCORDING TO THE ENCLOSED PLAN S

AND DRAWINGS (SHEETS 1 THROUGHI 7 dated February 17, 2006

Pro] ect Locatlon

Sprmg Valley Creek, North Fork Spnng Valley Creek anid adjacent Wetlands, and Burtit Car
Draw, in Sess. 7, 8,17 and 18 T. 3N, R lE B01se Mendmn, Pearl USGS Quadrangle in Ada

County, Idalio
Permit Conditions:
General Conditions:

1. The tlme Yirnit for completing the work authonzed ends on Jine 20; 2009. Ifyou find that

. you need more time to complete the. authorized activity, submnit your request for a fime exfensioii

to this office for conmderahon at least one month before the above date is. reached

2. You must maintain the actlwty authonzed by this permit in good ¢ondition and in
conformance with the terms and conditions-of this permit. Youare niot relieved.of this
requirement if you abandon the penmtted act1v1ty, although you may make d good faith transfer
to a third party in compliance with General Condition 4 bélow. Should you wish to-cease to

_.maintain the authonzed activity or should you desire to abandon it without a good faith transfer,



2. Limits.of thls authonzatron : o

a. Tlus perrmt does not obv1ate the need to. obtam other Federal state orlocal:
authonzatlons requlred by law.’ .

b Thrs _penmt does not grant any property nghts or excluswe prmleges
C.. ThlS perrmt does not authorlze any mjury to thé property or nghts of othcrs

4 ThlS pemut does ot authonze interference with any ex1stmg or proposed Federal pro; ect.' _

1

3. Lumts of Federal Liability. In 1ssumg this perimit, the Federal Governrnent does not ‘assume
any liability for the fo]lowmg :

a. Damages to the permiitted project or uses thereof asa resu]jc ofiother perm1tted or
unperrmtted activities or ﬁ'om natural causes. R e '

b. Damages to the permrtted project or uses thereof as'a result of current or future actmtres S
undertaken by or on behalf of the Umted States in the public interest. _

- ¢ Damages to persons, -property, or r 10 other permitted or uupermltted act1v1t1es or structures
caused by the act1V1ty authorized by this permit. Cee SoE el

d,- Design or.construction deﬁclencres associated wrth the permltted work,

e. Damage clalms assoc1ated with any future modification, suspens1on, or revocation of th1s

permit.

. " 4. Reliance on Apphcant’s Data The determmatton of this office that issuance of this permrt is
not contrary to the public interest was ‘made in reliance on the mformatlon you prowded

5. Reevaluation of Penmt Decision. This office may reevaluate its decision-on this permit at
any time the circumstances warrant. Cucumstances that could require a reevaluatlon mclude but

are not Iumted to ‘the followmg

a, You fa11 to cornply Wlth the terms and condmons of th.'lS pernut

b. The information pr_ov1ded by youin support of your penmt appllcatlon proves to have

. been false_, incomplete, or inaccurate (See 4 above).

c. Signiﬁcant new informatiorr surface_s which this office did not consider inreaching the
original public irit'erest decision. : o

Such a reevaluatlon may result i ina determmatlon that it is approprlate 0 use the suspension,
modification, and revocation procedures contained in 33 CFR 325.7 or enforcement procedures

such: as those contamed in 33 CFR 326.4 and 326.5. The referenced enforcement procedures
provide for the issuance of an administrative order requmng you to-comply with the terms and

'condltrons of your perrmt and for the initiation of legal action .where appropriate. You will be

3



_ SUBJECT: NWW No. 062100114
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DEPARTMENT OF THE ARMY
WALLA WALLA DISTRICT, CORPS OF ENGINEERS
BOISE REGULATORY OFFICE

304 NORTH EIGHTH STREET, ROOM 140
REPLY TO BOISE IDAHO 83702-5833
ATTENTION le

August 14, 2006
Regulatory Division

Mr. Kevin Wentland

Avimor, LLC

485 East Riverside Drive, Suite 300
Eagle, Idaho 83616

Dear Mr.Wentland:

Your proposed discharge of 17.9 cubic yards of rock riprap and native soil associated with
the installation of a 16-inch water line in an unnamed tribuatry, an aerial crossing of Dry Creek
with concrete supports and a drain line from the Broken horn pump station is authorized under
the terms and conditions of Department of the Army Nationwide Permit (NWP) 12. Your
discharge of 2.7 cubic yards of gravel fill and rock riprap into an unnamed tributary associated
with the installation of a roadway culvert is authorized under NWP 14 (33 CFR 330, Appendix
A). -This anthorization requires your project is constructed as shown on the enclosed drawings
and complies with the terms and conditions of the enclosed nationwide permit and the special
conditions listed below. Your project is located in Sec. 31, T.5N., R.2E., B.M., Ada County,
Idaho.

a. Permittee is responsible for all work done by any confractor. Permittee shall ensure any
contractor who performs the work is informed of and follows all the terms and
conditions of this authorization (inchuding any special conditions listed above).

b. Permittee shall also ensure these terms and conditions are incorporated into engineering
plans and contract specifications.

c. Permittee shall sign and return the enclosed Compliance Certification when the project
is completed.

Please carefully review these conditions, including the Water Quality Certification
conditions. If you cannot meet these conditions, this NWP verification is not valid. Your project
must comply with the Idaho Water Quality Standards as stated in IDAPA 58.01.02. If you have
any questions about the Water Quality Certification conditions, please contact Jack Gantz at 208~
373-0599. If you change the project description in your permit application, this NWP may not be



Mr. Michael McGown, Regional Administrator, Idaho Department of Environmental Quality,
1445 North Orchard, Boise, Idaho 83706.

Sincerely,
Gregory]. arééz
Regulatory Project Manager

Enclosures



i o /AN TN A RSN TN, | = R NS
A SN ’)Q\ WS By
R 27 ANRP L \
rﬁ Crossing of ;’;—Ji} R 7 _!f \ ‘\k? R B

) 1!L Unnamed Drainage i N

( P L =NE i Proposed | |\,
} i LA ra/J’// ! ‘}i\"t \1 /.r" ; = :'_‘;":;...\.\\ i"‘:::_«:'“\‘::l'
7 Area of Wetlands Clearing | AN i \;\-"'_\Y_‘:‘f.--f‘:f‘%\ v

~ . . ' L N '-._Vf A
o fci; Pump §tatlonEraln Lln.e o Broken Horn : e Wi A
,,, NSV SAEEIA
‘\( . ——— d LY ‘( \\ ; T Q‘k_ﬂh‘ rf "A,‘ '{:‘-.L
% A\l Area of Expected 3 Y\ { AR A7
3 W i - & 7 VA S
= etlands Disturbance N // ( /g ,§J> ]
] ‘ b j\ - A 7 ‘\}\*::::::‘Tf’ _\T\‘E

AN e [ ]
W ( - TR T
e &/ N / S

- - -.\ ; 4 A ."‘ R
I WLAN/

7

012 3 4 5 Mies

S

Gardemn{ity

Boise

Meridian
®

/£ IR TN T WS = 71

Legend

B Siream Crossing !
® Proposed Culvert ,
=== Transmission Main :
— Drainage
o==eu Dry Creek Road

Pump Station Site

Background Map from U.S.
Geological Survey Quadrangles:
Pear]

Cartwright Canyon

Eagle

Boise North

Wy oy 37 e J i E

Vicinity Map - Avimor

P B SRLemst

Water Transmission Main

i?

0

500 1,000

Sheet 1 of 7

e Fect

June 20, 2006

A

AVIMOR-

APPROVE.




3. Malerial resulting from trench
excavation will be sidecast onto
upland areas wherever possible.

4. Al excess material witl be
removed and stored in upland
areas.

5. Disturhéd areas will be
reseeded immediately with
appropriate seed mix and
replanted with willows.

will be minimized,

]
2
L c 8
5% s @
== Dy e
sav 5§55
R 838
..mDm 5D
e s 233
o H =
6c 3 259
P s =5
289 3c8
e

AW( ﬁwwns&
EEeds
<] (=)
O e AN

v0004 -

RS {

2a% B

i

i

Vegetation

Water

imor

Av
Transmission Main

Area of Potential Wetlands

Disturbance
Ada County, ldaho

Avimor, LLC
2006

Sheet 30of 7

June 20

Station 61+75
)
1
Gl
'

Station 63+25

e

afeujelq paweuun)

PLAN VIEW

Note: Drawing not {o scale




)

Water Mark

Construction Easement

|
|
!
1 Ordinary High
|
|
|

e G|\

el Sy iy Ui vy

prorl¥onigy

\ Y

Silt Fence

16-inch Transmission Main

T

Grasses/Moss

M
1
2

AL
CA)

f

g
4

7%

=]

LV
A

i
!
A
!
|

Ordinary High
Water Mark

Unnamed Drainage

VT 3
e e T e

SECTION VIEW

Note: Drawing not to scale

16-inch Transmission Main

Tempeorary Diversion
Structure (if necessary)

Y

YT

NOTES:

1, There will be o change in preconsiruction
contours.

2. Any expased slopes or streambanks will be
stabilized immediately upon completion of crossing.
3. Material resuiting irom trench excavation wili be
sidecast onto upland areas.

4. All excess material will be removed and stored in
upland areas.

5. Distusbed areas will be reseeded immediately with
appropriate seed mix.

6, Bentonite slurry or concrele culoff walls {2 feet
thick) will be keyed into excavation lrench a distance
of 10 fee! on either side of crossing.

7. Atemporary diversien structure will be placed
upstream of road crossing if necessary.

PLAN VIEW

Note: Drawing not to scale

Bentonite Sturry or
Concrete Cutoff Wal
(2 feet thick)

Avimor Water

Transmission Main
Drainage Crossing
Ada County, ldaho
Avimor, LLC
June 20, 2006 Sheet 5 of 7




..,._.--'—'....- e Enas g (s g T g LS

; X
Township 5 North, Range 2 East

30

Broken Horn Road

S

P
31
ADA COUNTY
UNINCORPORATED AREAS
160001

Dry Creek Crossing

Dry Creek Road

— T e, L) G

Emmﬁgﬂm@@@mﬂmmmmm%
=
%

y

0
U
C’_,s; 8{\}
e
Jo

AW

Legend

ememsa==  [ransmission Main

m Floodway Areas in Zone AE

Special Flood Hazard Areas
Subject to Inundation by the
1% Annual Chance Flood Event

Federal Emergency Management Agency
Flood Insurance Rate Map

Map Number 16001C0157 H

Map Revised: February 19, 2003

Flood Insurance Rate Map - Avimor Water
Transmission Main Dry Creek Crossing

A

AVIMOR

Sheet 7 of 7
June 20, 2006

0 100 200 300
e Feet




O

STATE OF IDAHO

DEPARTMENT OF
ENVIRONMENTAL QUALITY

1410 NortH HiLton = Boise, IpaHo 83706 = (208) 373-0502 JAaMES E. RiscH, GOVERNOR

Tonl HarDesTY, DIRECTOR

TSCPE-176/2006

August 22, 2006

vantt ater Resources
Mr. Kevin Wentlant, P.E. Department of W :

APPLICANT'S

Land Development Manager /1l
Avimor, LLC Exhibit
485 East Riverside Drive, Suite 300 Date Admitted__ {2 - 3{-0C
Eagle, Idaho 83616 DA

Subject:

United Water Idaho System Extension Avimor Off-Site Water Facilities (4da County)
Public Drinking Water System Engineering Report, Water Mains, Storage Reservoir, and Drinking
Water Booster Station

Dear Mr. Wentlant:

The engineering report and plans and specifications for the subject project appear to meet state of Idaho standards,
and are approved based on the conditions listed below.

L

A,

STANDARD CONDITIONS:

All conditions of this letter must be met. The standard conditions on the Department of Environmental
Quality (DEQ) review stamp are part of this approval. Supporting reports or documents are considered to
be part of the approved documents.

No work may begin until a copy of this approval letter and the plans and specifications bearing the DEQ
approval stamp are delivered to and kept on the job site. As the project owner, you must ensure that the
contractor, the construction inspector, and the certifying engineer are aware of the approval conditions.

. This approval will be voided if: 1) construction is not completed by August 22, 2007; 2) the project is

improperly constructed, operated, or maintained; or 3) the project fails to function as intended.

No significant deviations can be made from the approved plans without DEQ’s prior written approval.

Per the project documents, the Land Developer or Owner or his representative shall ensure that a
professional engineer with SPF Water Engineering, LLC provides supervision of construction and written
documentation as follows.

Within thirty (30) days after completion of construction, the Land Developer or Owner or his representative
shall provide DEQ with one of the following documents.

1. Plans and specifications prepared and sealed by the professional engineer responsible for
observation on behalf of the owner. These plans and specifications shall depict significant
deviations in the actual construction and illustrate alterations or modifications performed, based on
as-built drawings provided by the contractor and field observations made by observer(s) under the
direction of the professional engineer.



Mr. Kevin Wentlant
August 22, 2006

Page 2

2. If actual construction does not have significant deviations from the originally approved plans and
specifications, the system owners may submit a written statement to DEQ to this effect, prepared
and sealed by the professional engineer. This statement shall be based on as-built drawings
provided by the conitractor and field observations made by observer(s) under the direction of the
professional engineer.

PROJECT SPECIFIC CONDITIONS;

If the construction phase of this project is anticipated to disturb one acre or more of land, or is part of a

larger project that disturbs one acre or more of land, then the project may be subject to regulation under the

Federal Clean Water Act National Pollution Discharge Elimination System program administered by the

U.S. Environmental Protection Agency. Stormwater events that occur during construction should be

managed according to the site-specific Storm water Pollution Prevention Plan and the other requirements of

the general permit. The on-line Construction General Permit and Notice of Intent can be found at
http://www.epa.gov/npdes

The design of the water storage reservoir and pump size were based on water demand numbers calculated
from United Water Idaho typical system-wide demands and assuming water conservation measures will be
implemented in the Avimor development. There appears to be ample water for the initial planned phase of
development noted as “Village A”. The design demand for future developments should consider actual
water demand data in Village A. This data will help evaluate if conservation measures are effective and if
the typical system-wide demands are indicative of the water demand of the Avimor developments.

Please call me with any questions at 373-0123, or contact me via e-mail at michael.stambulis@deq.idaho.gov.

Sincerely,
L f? £
NS Sl
/7
Michael Stambulis, P.E,
Technical I Engineer
MS:sjt

Enclosures: One Set of Approved and Stamped Plans and Specifications

C:

Charles W. Ariss, P.E., Regional Engineering Manager, DEQ Boise Regional Office
Todd Crutcher, DEQ Boise Regional Office (w/ approved plans and related documents}
Cathy Cooper, P.E., SPF Water Engineering, Inc. (w/approved and stamped set of plans)
John Lee, United Water Idaho

Scott Rhead, P.E., United Water Idaho

Source File 2, Avimor Development, Manager’s File, Reading File

TSCPE Reading File
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AVIMOR OFF-SITE WATER FACILITIES
ENGINEERING REPORT @E@EHWE

JUL 13 2008

DEPARTMENT OF
ENVIRONMENTAL QUALTT

AVIMOR DEVELOPMENT BOISE REGICNAL OFFIC
ADA COUNTY, IDAHO

Prepared for

Avimor, LLC
c/o Kevin Wentland, P.E.,

Land Development Manager
485 E. Riverside Dr., Ste. 300
Eagle, |D 83616

Prepared by

SPF Water Engineering, LL.C
600 East River Park Laps#Re
Boise, ID 83

b 1 Ogntc of Idaho * Departinent of Environmental Quality
§  DBoise Regional Office

PLANS & SPECIFICATIONS REVIEW

These plans andfor specifications have been reviewed for compliance
with Department of Environmental Quality rules, This review does not
relieve the owner, engineer, or the contractor of the responsibility to
design or construct these facilities inconipliance with all carrent applica-
ble federal, state and local-laws; fules, regulations, oriordinances. Plans
andfor specifications must be resubrmitted for review if construction is not
completed within one year from approval date.

July 2006 AN (choe | StnbdisTLE, Yz 20k

Reviewing DEQ Engincer Approval Date
Refer to approval conditions i 1. o é‘\/ 10 L\-é—ﬂva!d P, £-
3 SP Water Engineering, LLC /\\v:mo{‘.u—(,
3 / y
L water resource consultants

Ny
ey
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STATE OF IDAHO

DEPARTMENT OF
ENVIRONMENTAL QUALITY
1410 NoaTH HILTON » BOISE, IoAHD 83706 » (208) 373-0502 James C. FliscH, GOVERNOR
: Ton HARDESTY, DIRECTOR
TSCPE-199/2006

September 6, 2006

Mr. Kevin A. Wentland, V.P., Land Development
SunCor Idaho, LLC

485 East Riverside Drive, Suite 300

Eagle, Idaho 83616

RE:  Avimor Village 1 Phase 1 Sewer Mains (Adda County)

Dear Mr. Wentland:

The plans and specifications for the wastewater collection and pressure irrigation distribution systems for the above
project appear to meet state of Idaho standards, and are approved based on the conditions listed below.

L HEALTH CERTIFICATE:

The Department of Environmental Quality (DEQ) directs the Land Developer/Owner or his representative to place
the following Sanitary Restriction Health Certificate on the plat after receiving DEQ approval of these plans and
specifications, and DEQ approval of related documents concern the design, construction, operation and
maintenance of the following associated project facilities: off-site water supply system, on-site water distribution
system, wastewater treatment plant and wastewater land application plan. You should contact United Water Idaho

" to determine the status of DEQ approval regarding the off-site water supply system and on-site water distribution

system.

Sanitary restrictions as required by Idaho Code, Title 50, Chapter 13 have been satisfied based on
the State of Idaho, Department of Environmental Quality (DEQ) approval of the design plans and
specifications and the conditions imposed on the developer for continued satisfaction of the sanitary
restrictions. Buyer is cautioned that at the time of this approval, no drinking water or wastewater
facilities were constructed. Building construction can be allowed with appropriate building permits
if drinking water or wastewater facilities have since been constructed or if the developer is
simultaneously constructing those facilities. If the developer fails to construct facilities or meet the
other conditions of DEQ, then sanitary restrictions may be reimposed, in accordance with Section 50-
1326, Idaho Code, by the issuance of a certificate of disapproval, and no construction of any building
or shelter requiring drinking water or wastewater facilities shall be allowed.

II. STANDARD CONDITIONS:

A, All conditions of this letter must be met. The standard conditions on the Department of Environmental
Quality (DEQ) review stamp are part of this approval. Supporting reports or documents are considered to
be part of the approved documents.

B. No work may begin until a copy of this approval letter and the plans and specifications bearing the DEQ
approval stamp are delivered to and kept on the job site. As the Land Developer/Owner, you must ensure
that the contractor, the construction inspector, and the certifying engineer are aware of the approval
conditions.



D »

Mr. Kevin A. Wentland, V.P., Land Development
September 6, 2006
Page 2 of 3

This approval will be voided if: 1) construction is not completed by September 30, 2007; 2) the project is
improperly constructed, operated, or maintained; or 3) the project fails to function as intended.

No significant deviations can Be made from the approved plans without DEQ’s prior written approval.

Per the project documents, the Land Developer/Owner or his representative shall ensure that a professional
engineer with WRG Design, Inc. provides supervision of construction and written documentation as
follows. This approval covers certain aspects of the pressurized irrigation and construction supervision
must cover those aspects.

Within thirty (30) days after completion of construction, the Land Developer/Owner or his representative
shall provide DEQ with one of the following documents. The transmittal letter for the record drawings or
the letter of certification must state that the pressurized irrigation system was inspected and is covered in
the documents being submitted.

1. Plans and specifications prepared and sealed by the professional engineer responsible for
observation on behalf of the owner. These plans and specifications shall depict significant
deviations in the actual construction and illustrate alterations or modifications performed, based on
as-built drawings provided by the contractor and field observations made by observer(s) under the
direction of the professional engineer.

2. If actual construction does not have significant deviations from the originally approved plans and
specifications, the Land Developer/Owner may submit a written statement to DEQ to this effect,
prepared and sealed by the professional engineer. This statement shall be based on as-built
drawings provided by the contractor and field observations made by observer(s) under the direction
of the professional engineer.

PROJECT SPECIFIC CONDITIONS:

DEQ has not conducted design review for stormwater plans and specifications and has made no
determination regarding whether the plans and specifications include appropriate BMPs to protect ground
water and surface water quality. DEQ reviews the location of stormwater conveyances to determine public
health and safety issues associated with construction of public drinking water systems. DEQ finds that the
location of stormwater conveyances for this project appear to meet the required separation distances to
public drinking water system features of concern as per IDAPA 58.01.08. If any of the subsurface
stormwater disposal facilities proposed for this project will be located on lots owned by individuals or by
the homeowners' association, the future owners should be apprised of this situation in the Covenants,
Conditions and Restrictions (CC&R's) for the project.

If the construction phase of this project is anticipated to disturb one acre or more of land, or is part of a
larger project that disturbs one acre or more of land, then the project may be subject to regulation under the
Federal Clean Water Act National Pollution Discharge Elimination System program administered by the
U.S. Environmental Protection Agency. Stormwater events that occur during construction should be
managed according to the site-specific Storm water Pollution Prevention Plan and the other requirements of
the general permit. The on-line Construction General Permit and Notice of Intent can be found at
hitp://www.epa.gov/npdes.

If this project uses underground injection control (UIC) devices to treat and dispose of stormwater, then the
project may be subject to regulation under the “Rules And Minimum Standards For The Construction And
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Mr. Kevin A. Wentland, V.P., Land Development
September 6, 2006
Page 3 of 3

Use Of Injection Wells In The State Of Idaho” (IDAPA 37.03.03) administered by the Idaho Department of
Water Resources (IDWR) or under authority of local government. Additional information on IDWR’s UIC
program can be found at: http:/www.idwr.idaho.gov/water/well/injection/injectionedit.htm.

It is the project owner’s responsibility to use appropriate stormwater best management practices to prevent
ground and surface water contamination.

The Land Developer/Owner shall submit a copy of the CC&Rs with the record drawings/letter of
certification (Condition LF) indicating restrictions regarding the use of potable water for landscape
irrigation.

Land Developer/Owner or home owners association shall initially and periodically notify residents of the
existence of and inherent hazards associated with a non-potablé pressurized irrigation system. A copy of a
sample notification has been enclosed for you to use. DEQ recommends that each new resident be
provided with a copy of this notification at the time he receives his copy of the CC&Rs and that residents
be re-notified at least annually by either including the notice with their homeowners’ association billings or

by hand-delivering the notice to each occupied building.

Please call me with any questions at 373-0514, or contact me via e-mail at peter.bair@deq.idaho.gov.

Sincerely,

(AR

Peter S.

Bair, P. E.

Technical I Engineer

PSB:sjt

Enclosures: One Set of Approved and Stamped Plans

Sample Public Notice for Pressurized Irrigation

Charles W. Ariss, P.E., Regional Engineering Manager, DEQ Boise Regional Office

Brian Wilkinson, P.E., WRG Design, 453 S. Fitness Place, Eagle, Idaho 83616

Todd Crutcher, DEQ Boise Regional Office (w/approved and stamped sel of plans)

Central District Health Department, Ada County Office, 707 N. Armstrong Place, Boise, Idaho 83704
Scott Rhead, P.E., United Water Idaho, P.O. Box 190420, Boise, Idaho 83719

Idaho Division of Building Safety, Plumbing Bureau, 1090 E. Watertower Street, Meridian, Idaho 83642
(w/checklist and vicinty map)

Project Homeowners’ Association, ¢/o Kevin Wentland, SunCor, 485 E. Riverside, Suite 300, Eagle, Idaho
83616

Michael Stambulis, P.E., DEQ Technical Services

BRO SourceFile 2

TSCPE Reading File



DATE ISSUED:

NOTICE: PRESSURE 1RRIGATION SYSTEMS

Water from the pressure irrigation system is unfit for human consumption. It
contains untreated surface water, which may contain disease-causing organisms. If
you drink this water, it is likely that it will make you sick; and while less likely, it is
possible that the illness will result in your death or permanent disability. Surface
“water can also contain agricultural chemicals that can be hazardous to your health.

Do not, under any circumstances, drink water from the pressure irrigation
system.

Homeowners should ensure that all irrigation faucets and risers are adequately

marked. Do not remove existing tags or other warning markings from the pressure

irrigation risers. If you should find a riser that is unmarked, please refer to your
_-subdivision covenants for information on the type of warning that must be used.

Homeowners should also satisfy themselves that no cross-connections between the
potable water system and the pressure irrigation system were made by previous
owners. Never interconnect your drinking water and pressure irrigation systems.

If you have any questions or concerns about the pressure irrigation system in your
development, please contact your local District Health Department or the
Department of Environmental Quality at the numbers listed below:

Central District Health Department: 327-7499
Idaho Department of Environmental Quality: 373-0550
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September 18, 2006

Mr. Chas Ariss, P.E.

Regional Engineering Manager

Idaho Department of Environmental Quality
Boise Regional Office

1445 N. Orchard St.

Boise, Idaho 83706

Reference: Avimor Planned Community
Application for Water Reuse Permit

Dear Mr. Ariss:

The enclosed “Application for Wastewater Reuse Permit” was prepared using the IDAPA
Reuse Rules 58.01.07 and IDAPA 58.01.11 Ground Water Quality Rule. We have
coordinated our efforts in the preparation of the documentation, namely attachments 1-7,
with EPA staff and IDEQ staff to comply with the federal and state regulations.

For reference only in regard to potential future direction based on receipt of a NPDES
permit, we have included a copy of the NPDES application as Attachment 7 in which we
have requested a direct discharge via end of pipe for the non-growing season only with a
growing season request to irrigate the riparian/wetland areas with this reuse water.

As discussed with EPA representatives Mr. Lidgard, Mr. Werntz and Mr. Stewart in a
meeting on August 18™ between EPA and the Avimor team, EPA will require limits on
both chlorine and ammonia which are not required under the state DEQ requirements.
This lead to subsequent internal Avimor team discussions in regard to the conflicts
between the new chlorination requirements under the DEQ Class A requirements with
both the ability to grow bacteria in the soil to promote denitrification at the proposed
rapid infiltration (RI) site, and the future discharge requirements under a NPDES permit.
To better understand DEQ’s position in regard to this conflict, in the first week in
September while in attendance at the same meeting as Mr. Wakagawa, Dr. Harrison of
HyQual used this opportunity to briefly discuss the implications to our Reuse Application
if the treated effluent met DEQ Class B requirements in lieu DEQ Class A effluent.
Summary of this discussion was that DEQ would not be against the Class B effluent
approach, but DEQ would appreciate understanding the discussion, obstacles and costs
associated with treating to Class A levels versus Class B.

Our goal is to work with the agencies to provide environmentally effective treatment that
exceed both the federal and state requirements, but due to the timely sensitive nature to
the Avimor Planned Community development, we have to proceed. Therefore our plan is
to treat the effluent to a Class B level as explained in the enclosed Reuse Permit
Application. The primary category uses continues to be the same as we have discussed
from the beginning, namely the primary category is landscape reuse and final treatment

sunCor Idaho, inc.
485 East Rlver5|de Drive » Suite 300 « Eagle, ID 83616 « Tel 208.939.0343 « Fax 208.939.9972
RCE+16391



» »

through RI; while the secondary category use continues to be agricultural rense on the
over 100 acres of agricultural land.

The information contained in the Preliminary Technical Report supports the use of this
site for RI. In particular Section 3.8 “Groundwater” the section titled “Existing
Groundwater Uses” identifies how the Spring Valley Aquifer is hydraulically isolated
from the aquifers in the Shadow Valley, Dry Creek, and Eagle areas by a northwest-
trending granodiorite rock mass that is exposed in the canyon between Shadow Valley
Golf Course and Spring Valley Ranch. This low-permeability rock is a hydraulic barrier
for groundwater flow from Spring Valley into Idaho Group aquifers further south.

We welcome the opportunity to present the results of our discussions, obstacles, costs and
environmental effectiveness of our approach in a meeting with DEQ. Reuse is without
question beneficial to the environment and on behalf of the Avimor team, I again would
like to commend the efforts of both EPA and DEQ staff in working through the
alternatives and specifics associated with the reuse process.

Please contact me via phone (208) 939-0343 ext. 207 or via e-mail at

kevin.wentland @suncoraz.com with any questions or comments about the proposed
facilities, submittal schedule or construction schedule in general. Technical questions in
regard to the reuse can be directed to Jack Harrison via phone (208) 861-1654 or via e-
mail at hyqual@cableone.net and technical questions in regard to effluent treatment
quality can be directed to Carl Hipwell via phone (208) 433-1900 or via e-mail at
chipwell @pharmereng.com.

Sincerely,

eI Wrm irs.

Kevin A. Wentland, P.E.

cC: Paul Wakagawa (IDEQ) w/ enclosure
Jack Harrison (HyQual) w/letter only
Car] Hipwell (Pharmer) w/letter only



Application for
Wastewater Reuse Permit

Instructions: Complete the following form and attachments as completely as possible. Failure to provide sufficient
information will delay processing of the application and final action on the permit. A pre-application meeting
between the applicant and DEQ is strongly encouraged to discuss site specific issues and level of detail needed. If
clarification is needed, contact the DEQ office in your Region.

Type ot applicailon For PEQuse-onty
(attach appropriate checklists)

New X Renewal []  Waiver ]

Major Modification [ ] Minor Modification ]

Legal Name of Applicant  SunCor Idaho, Inc.
Address 485 E. Riverside Drive, Suite 300, Eagle, ID 83616

Facility Address, if different

Responsible Official Alternate Official
Name Kevin Wentland - Bob Tavnton
Title V.P. Land Development President
Address 485 E. Riverside Dr., Ste. 300, Eagle, ID 83616 485 E. Riverside Dr., Ste. 300, Eagle, ID 83616
Phone/Fax (208) 939-0343 (208) 939-0343

Attachments (complete all that apply)
X Facility Information

X List of local, state, federal permits, licenses, and approvals related to activity which have been applied for and which have
been received and the dates of application or approval. Include planning & zoning or conditional use permit.

X Copy of lease, rental agreement, or ownership documentation.

X Preliminary Technical Report and Checklist: including climatic, hydrogeologic, soils, wastewater quantity and quality,
site characteristics, buffer distances, and general description of application methods.

X Plan of Operation and Checklist: including operation, maintenance, and management of land application systems. If new,
submit draft outline of plan of operation; if existing, submit detailed plan of operation.

The information contained in this application and attached documents is true and correct to the best of my knowledge
and belief.

Signature of Owner or m Zbé* Zj
legally authorized Representative LAt A

Title V.P.Land Development Date  9-15-06
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September 26, 2006

Kevin Sablan

State of Idaho
Transportation Department
8150 Chinden Blvd

PO Box 8028

Boise, Idaho 83707-8028

RE: SunCor — Avimor Planned Community
State Highway 55
Right-Of-Way Encroachment Application and Permit Approaches

Dear Mr. Sablan:

Enclosed are three (3) access permits with the Main Street (Avimor Drive) and helipad in
one access permit package and the temporary access to substation in the other access
permit package. A copy of WRG transmittal letter dated 9-22-06 is enclosed and the
drawings submitted under this WRG transmittal letter detail the proposed construction
plans for the short-term intersection of Avimor Drive with Highway 55.

The grade separated concept as a long-term solution is enclosed within these access
permit documents. Also enclosed is a copy of our conceptual proposal for Highway 55
Improvements as we would like to continue to partner with ITD and others to formulate a
program for the design, funding, cost-sharing, and construction scheduling of Highway
55 capacity to address long-range growth projections.

If you have any questions in regard to these access permits, do not hesitate to contact me
directly at (208) 939-0343 extension #207 or via email: kevin. wentland @suncoraz.com .

Sincerely,

Kevin A. Wentland, P.E.
V.P. Land Development

cc: Scott Gurnsey / ITD

Enclosures:  Three (3) access permits (2 packages)
Copy of WRG transmittal dated 9-22-06
Copy of Conceptual Proposal for Highway 55 Improvements

SunCor Idaho, Inc.
485 East Riverside Drive « Suste 300 « Eagle, ID 83616 « Tel 208 539.0343 « Fax 208.939.9972
RCE-16391



May 8, 2006

Conceptual Proposal for Highway 55 Improvements

SunCor proposes to (1) initiate a program for a grade separated intersection (GSI) to
serve the Avimor Planned community and North Ada Planning Areas; and (2) partner
with ITD to formulate a program for long-term capacity improvements to Highway 55.

SunCor will...

. Review and refine GSI alternatives with ITD, leading to selection of a
preferred concept for detailed analysis.  /7Target: June 30, 2006]

+ Prepare a schematic of the preferred GSI concept with projected ROW
requirements, proposed design and construction schedules, and estimated
costs; review with ITD.  [7arget. August 31, 2006]

« Select a consultant and complete the design of the GSI by the end of 2007,
working with ITD through the design process to assure that all requlatory

requirements are met.

« Construct the GSI in the 2009-2010 time frame based on projected build out
of Avimor, and safety concerns and functionality of Highway 55.

In addition, SunCor will...

« Working in parallel with Ada County’s North Foothills Plan, present long-range
planning concepts for the expansion of Avimor to the west of Highway 55 to
ITD in order to commence planning of “downstream” capacity requirements
for Highway 55.  [Target: Late 2006/ Early 20077

. Work with ITD and other parties to formulate a program for the design,
funding, cost-sharing, and construction scheduling of Highway 55 lane
capacity to address long-range growth projections.  [Target: TBD]

In summary, SunCor will design, set aside ROW, propose and negotiate an equitable
cost-sharing formula, and construct a grade separated intersection on Highway 55 to
serve the Avimor project and other North Ada Foothills development; and will “partner”
with ITD and others to formulate a program for the widening of Highway 55 in
accordance with long-range transportation plans.

With this commitment, SunCor requests ITD to approve permits for construction access
and for the first development access.
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TRANSMITTAL
To: Kevin Sablan Date: 9/22/06
8150 Chinden Bivd Project: Avimor HWY 85
Boise, ID 83707
ITD WRGH#: SCR5706 B
From: Brian Wilkinson
DEVELGPMENT
SERVICES . .
Transmitting: Via: For Your:
&2 Attached 3 Mail X Approval
3 Separate Cover (2} Messenger 3 As Requested
(3 Number of Pages Including Cover O Fed-Ex O {nformation/File
LAND .
PLAKNING Copies Description
3 11x17 HWY 55 Widening Plan Set for Avimor dated 9/22/06
CiviL
ENGINEERING
LANDSGAPE
ARCHITECTURE
COMMENTS:

LAND
SURVEY

453§, Fitness Place
Eagie. 1D 83616

iJ PH 208/246-8300
FX 208/246-8320

vewi.wgd.com

Kevin~ We are submitting these plans to you for your approval. Please call me if you have any

questions.
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LAND
PLANNING

CiviL

* LANDSCAPE
, ARCHITECTURE

453 S, Fitness Place
Eagle, 1D
83616

'*.-.)08/2-46.8300
FX 208/246.8320

www.wrgd.com

October 3, 2006

Mr. Darrin Carroll .

Ada County Highway District ‘

3775 Adamis Street

Garden City, idaho 83714
RE:

This letter transmits the following attached items for your review and approval of the -

" above mentioned project. We are submitting these plans separate from on-site street
and storm drainage lmprovements per our previous conversations as it is our
understanding that this crossing will be treated as a bridge crossing. We anticipate
submitting the on-site street and drainage plans in mid- October. On behalf of our Client,
Avimor, LLC., we are submitting the following items for your review and approval.

1.

10.70ne Copy- Floodplain and Floodway. Study for Avimor. Village- One Phase- Ohe’
prepared by WRG Design and dated April 11, 2006; .
One Copy- Geotechnical Evaluation Report, Spring Valley Ranch Planned

11.

Avimor Drive Bridge and Street Plans for
Avimor Village One, Phase One -

. Dear Mr. Carrolt:

One Copy- Avimor Drive Bridge and Street Plans for Avimor Village One, Phase 1
prepared by WRG Design and dated October 2, 2006 (Sheets C000-C002).

One Copy- Avimor Main Entrance Bridge Plans prepared by ConSpan Bridge
Systems and dated September 21, 2006 (C/S1-C/S3). Plans are under cover of #1

One Copy- Welded Wire Retaining Wall plans prepared by Geotechnical Design
Services Inc. and dated September 21, 2006 (Sheets 1 and 2 of 2). Plans are under

One Copy- Avimor Entry Plans prepared by CSHQA and dated September 25, 2006 "
}Sheets Ad.1 and $1.1). Plans are under cover of #1 above.
One Copy- Con/Span Bridge Foundation Calculations for the Avimor Main Entrance
Bridge prépared by CONTECH Bridge Solutions and dated September 21, 2008.
ne Copy- ConSpan Bridge Unit Calculations prepared by Contech Bridge Solutlons
and dated September 21, 2006
~One Copy- Avimor Main Entrance Bridge Shop Drawings (S1-S3) in 11x17 format
prepared by ConSpan Bridge Systems and dated September 21, 2006.
8. .©ne Copy- Project Plans and Specifications for Welded Wire WaIIs prepared by
" Geotechnical Design Services and dated September 21, 20086.
9. #One Copy- Structural Design Calculations-for Avimor Main Entrance Structures

2.
above,
3.
cover of #1above.
4,
7

prepared by CSHQA and dated September 27, 2006, -

L,

n

Community Development Phases 1 2,3,5,and 8 prepared by K[emfelder and dated -

Aarch 7, 2005;
12. One Copy- Additional Geotechnical Specrt‘ cationis MSE Retaining Wall and ConSpan

Brldge prepared by Kleinfelder and dated September 29, 2006.
13.One Copy- Approved 404 wetland fill permit lssued by the U.S. Army Corps of
Engmeers and dated June 27, 2006.
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14. One Copy- Approved Stream Alteration Permit issued by the Idaho Department of
Water Resources and dated June 27, 20086.

Mr. Carroll, we appreciate your efforts in reviewing and approving the submitted plans.
Please inform us once you have completed your review and we will make arrangements
to have the plans picked up. As always, if you have any questions please contact me at
/ 246.8300 or brian.wilkinson@wrgdesign.com. .
- 1
Sincerely, | :
WRG Design, Inc

Brian Wilkinson, P.E.

Project Manager
Representing Avimor, LLC.

CcC: Avimor, LLC.

IS ! .
!
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August 25, 2006

Mr. Michael Lidgard, Manager
NPDES Permits Unit
U.S. EPA, Region 10
1200 Sixth Avenue
\S\eattle, Washington 98101

Re: NPDES Application — Proposed Avimor Water Reclamation Facility

Dear Mr. Lidgard:

As we discussed in our meeting on August 18, 2006, SunCor is currently
planning a new residential development north of Eagle, ldaho. This development
is known as the Avimor Planned Community. The Avimor Water Reclamation
Facility (AWRF) will be constructed to provide wastewater treatment for this new
development. The AWRF will provide tertiary treatment of wastewater using
membrane bioreactor or technology with biological nutrient removal.

» Effluent from the AWRF during the growing season is proposed to be
reused as foliows: Irrigation and/or Rapid Infiltration (Reuse permits
pending approval by the ldaho Department of Environmental Quality) and
Riparian Restoration and/or Constructed Wetlands (subject of this
NPDES Application).

s Furthermore, it is proposed that effluent from the AWRF during the non-
growing season be used as follows: Rapid Infiltration and Irrigation
(Reuse permits pending approval by the Idaho Department of
Environmental Quality) and direct discharge to Spring Valley Creek
(subject of this NPDES Application).

Pharmer Engineering is designing this AWRF and Pharmer Engineering, in
conjunction with HyQual, are working on the Reuse Permit and Master Facility
Plan. In accordance with the Clean Water Act, the NPDES permit application
Forms 1 and 2A have been completed for your approval.

We greatly appreciate your efforts to coordinate the EPA processes and controls
in conjunction with the Idaho Department of Environmental Quality Reuse
Process to facilitate reuse. The addition of a NPDES discharge permit allowing
for reuse in the riparian and wetland areas during the growing season would
enhance and aliow for lateral expansion of the Spring Valley Creek riparian
corridor. With the elimination of a direct discharge during the growing season,
you indicated that may very well expedite the EPA’s timetable for the review and

SunCor Idaho, LLC.
485 East Riverside Drive = Suite 300 « Eagle, ID 83616 » Tel 208.939.0343 » Fax 208.939.9972
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approval of this application. Please feel free to contact me directly at (208) 830-
0343, ext. 207 or via e-mail at Kevin.wentland@suncoraz.com with any further
questions or concerns with this application.

Sincerely,

Y Ol ot

Kevin A. Wentland, P.E.
V.P. Land Development

cc:  Jim Werntz, Director, Idaho Operations, EPA '
Chas Avriss, Regional Engineering Manager, IDEQ
Bob Pharmer, President, Pharmer Engineering
Jack Harrison, President, HyQual



» ADA COUNTY -
DEVELOPMENT SERVICES

/%IONE {208) 287-7900

X (208) 287-7909 200 W. FRONT, BOISE, IDAHO 83702-7300 ;
| ' BUILDING » ENGINEERING . PLANNING . ZONING — ]
21 June 2006
APPROVED PLANS ARE REQUIRED TO BE ON SITE AT THE TIME OF
INSPECTION.

PLEASE PHONE ALL INSPECTION REQUESTS IN BY 4:30 P.M. THE DAY
BEFORE THE INSPECTION IS DESIRED,

Engineered Grading Permit #06-16

NOTICE:
This Permit is for an Engincered Grading Permit and follows the requirements found in Ordinance 592, 7-2-
10: Excavation And Grading.

Please contact the building division for a grading inspection at the completion of rough grading, finish grading
and final inspection.

This permit is for the mass grading of the first phase of Avimor Subdivision. It is imperative that the Engincer
of Record, Brian Wilkinson, P.E. oversee this construction for conformance to his design criteria. This
includes submitting that professional engineer’s inspection reports as described in Ordinance 592, 7-2-10:
i) Excavation And Grading for completion of work and prior to acceptance of the work and final inspection
' approval by Ada County. In addition, compaction data and a foundation analysis and design will be required
for specific building sites as detailed in Ordinance 592, 7-2-10.

TOTAL EXCAVATION: 725,000 cy
ZONING CERTIFICATE: $40.00
GRADING PERMIT: $3722.00
PLAN REVIEW: $786.5000.00
RESIDENTIAL

SUBDIVISION @

TOTAL FEE: $4,548.50
DEPOSIT: <

TOTAL DUE: $ $4,548.50

The issuance of this Grading Permit by Ada County Development Services does not in any way establish a
vested interest in further development of the specific property, nor does this permit establish the
merchantability of the work performed. The holder of this permit shall proceed without assurance that the
permit for construction of any other building or structure will be granted. This permit does not allow the
violation of any Ada County, Stafe of Idahe, or Federal Law or Ordinance. This permit expires three years
from the date of issugace. )

OWNER OF. OWNER'S AGENT

rnent of YWe
Depaiie oL ICA

Ex DM l 1 |
Date Adm'\’(t'e‘d. L& =
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PERMIT: This permit is for mass grading including vegetation stripping, cuts and fills, and
strugtural fills for building pads, and general site preparation for the development of the
first phase of Avimor, a “planned community development”. A subsequent subdivision
grading permit more specific to individual lots will be issued at a Iater time, that details
foundation elevations, swales, lot drainage, referenced elevations, foundation design
requirements based on recommendations contained in the Geotechnical report, etc.

COMPLETION OF WORK:

1. Final Reports. Upon completion of the rough grading work and at the final completion of
the work, the design professional in responsible charge for engineered grading or when
professional observation and testing to determine conformance with project plans and
specifications is performed for regular grading, as applicable, shall submit a report. Those
reports shall indicate:

a. All grading work was done in conformance with the approved plans.

b. All discrepancies enconntered with the approved plans and resolutions of those
discrepancies.

c. Al reports shall bear the stamp or seal of the licensed professional preparing the
report.

2. Notification Of Completion. The permittee shall notify the Building Official when the
grading operation is ready for final inspection. Final approval shall not be given until all work,
including installation of all drainage facilities' and their protective devices, and all erosion-
control measures have been completed in accordance with the final approved grading plan, and
the required final reports have been submitted to Ada County Development Services.

Bob McKinney, Plans Examiner II

Ada County Development Services, Building Division
200 W Front St, Room 2125

Boise, Idaho 83702

{208) 287-7916

bobm@adaweb.net



Vvalid ADA _COUNTY DEVELOPMENT SERVICES AUNLNG CHEEKTLELIUALK
/ 7/05/2006 (A) ZONING DIVISION ’ ) No. 0600972
THRU T 200 W. FRONT S
7/05/2007 BOISE, IDAHC 83702
(208) 287-7900
(i) OWNER _ - APPLICANT
FIRST AMERICAN TITLE INSURANCE AVIMOR, LLC
4801 E WASHINGTON ST
PHOENIX AZ (208} -939-0343
85034

PARCEL: 50118000000 ADDRESS: 18400 HORSESHOE BEND

N
LOT: 000 BLOCK: 000 SUBDIVISION: 5N 2E 18
QUARTER; SECTION 18 TOWNSHIP 5N RANGE 2E ZONE PC

SETBACKS (in ft): Front-50 Rear-25 Side-25 Flank-30

PROPOSED USES:
PLANNED DEVELOPMENT

USE DESCRIPTION: PERMIT FOR GRADING ONLY. NO STRUCTURES ALLOWED.

Zoning X-references: 1- 05-001-PC 2- 00-000-_

Flood Zone FP-00000 STREET CLASS: Arterial

LOT SIZE 121.0000 Acre MAX LOT COV _ 5% MAX BLDG HGT 35 ft
(:}TER SERVICE Central SEWER SERVICE Sewer

Thig certificate is issued subject to the regulations contained in the zoning
ordinance and all other applicable laws, regulations, codes and ordinances; and
that the work will be done in accordance with the plans specifications and in
compliance with all such applicable laws, regulations, codes and ordinances.

The Director may, in writing, suspend or revoke a certificate issued under
provisions of said regulations, codes or ordinances, whenever the certificate
is issued in error; or on the basis of incorrect information supplied; or in
violation of the provisions of any law, regulation, code or ordinance.

When application is made for service from public agencies or utilities they
may require proof of issuance of this certificate.

IN ACCORDANCE WITH SECTION 8-7-1 ADA COUNTY CODE, THIS CERTIFICATE EXPIRES

ONE YEAR FROM THE DATE OF ISSUE. . _
I HEREBY CERTIFY THAT THE ABOVE INFORMATION IS COMPLETE AND CORRECT TO THE
BEST OF MY KNOWLEDGE, AND FURTHER, I WILL ABIDE BY THE TERMS AND CONDITIONS

CONTAINED IN THIS CERTIFICATE.

Date 5 July 04

P~sted on map: _ _
,4}ing certificate fee: $40.00
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"~ ADA COUNTY ~
PHONE (208) 287-7900 DEVELOP MEN T SERVICES

”ij (208) 287-7909 200 W. FRONT, BOISE, IDAHO 83702-7300
.

| BUILDING + ENGINEERING __»  PLANNING +  ZONING —

August 21, 2006

Michael Wardle

SunCor Idaho, LLC.

485 E. Riverside Dr., Ste. 300
Eagle ID 83616

RE:  Project No. 200600069-ZC/ZOA/CPA/FP/DA
Dear Applicant:

This is to notify you that your application has been accepted and is scheduled to be heard by the
Ada Comty Planning and Zoning Commission on October 05, 2006. This meeting will be held in
the Commissioners Main Hearing Room #1235, on the first floor, 200 W. Front Street, Boise, ID,
and is scheduled to begin at 6:00 p.m. You or your designated representative must be present, or
no action may be taken,

, A copy of the staff report will be sent to you prior to the meeting. Please contact me if you have
Q atly questions or comments regarding this application, the staff repost, or any conditions which
may be attached to the staff report.

In accordance with State law, a “Notice of Public Hearing” must be posted on the site. A staff
member from Development Services will come to the site with the notice prior to-the public
hearing. DO NOT remove the notice once the notice is posted. After the public hearing,
Development Services Staff will retrieve the notice.

Sincerely,

/7,

Mark Pecchenino, Plannér
Ada County Development Services

Ce: First American Title Company, 4801 E. Washington Street, Phoenix AZ 85034
WMW

urces
: anit of Watel ?éeso
Depa™ opLICANT

Exnibit—
Date Admitte
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~ ADA COUNTY
[ DEVELOPMENT SERVICES
)X (208) 287-7909 200 W. FRONT, BOISE, IDAHO 83702-7300

D 9

BUILDING . ENG]NEERING . PLANNING . ZONING

February 9, 2006

SunCor Idaho LLC
485 E Riverside Dr Suite 300
Eagle ID 83616

RE:.  05-01-PC/05-07-ZOA/05-13-ZC AVIMOR PLANNED COMMUNITY
Dear Applicant:

This is to notify you of the action taken by the Board of Ada County Commissioners (hereinafter Board) on
the above captioned application.

The Board voted (3-0) at their February 3, 2006 public hearing to approeve 05:01-PC/05-07-Z0A/05-13-
ZC. The Board reached this determination based on the enclosed Findings of Fact and Conclusions of Law
which also include the Conditions of Approval.

Pursuant to Idaho Code § 67-6533, this letter is to further inform you that to the extent a final decision bas
been made on a site-specific land use request, an applicant has a nght to request a regulatory takings
analysis under Idaho Code § 67-8003.

If you should have any questions, please contact the Development Services Department at 287-7945.

Sincerely,

HR T

Mark A. Pecchenino
PLANNER I
Ada County Development Services

MAP/dd




R\ CITY OF EAGLE

%/ 310 E. State Street, Eagle, ID 83616
/ Phone #: (208) 930-6813  Fax #: (208) 934-6827

CROSS REF, FILES: |

Avimor, LLC an Idaho limited liability company

APPLICANT: by SunCor Idaho, Inc., Its Sole Member PHONE: 24 . @543

O Owner O Purchaser Olessee FAX: G 27 .95 17 =
APPLICANT ADDRESS: 486 £. RAyeRe 1D DR, Syl 146 200

EaAtte, Toato ze:  EB6l
OWNER: Tigor Auaescnn Trrue(o., Prone: _2%75. 0700
‘ | reustes™ A BB 5290
OWNER ADDRESS: WaSY ( ‘,}aoTQMA(L Dr.

Doz, TTEAMY0 RN % (o5
REPRESENTED BY: ?2915(_5!?_‘1" G . TRunToA) PHONE: 2 - ©OBLLS

(IF DIFFERENT FROM ABOVE)

FAx:.  q4259.9972.

REPRESENTATIVE

ADDRESS: ans AS RAPPLLCAIIT
ZIP:
ADDRESS OF
PROPERTY: [Bde0 N. Howsezier Bewp Ko, Bose 8274

DISTANCE FROM

MAJOR CROSS STREET: 7 MILES Aertd oF S 44 /sl 55 Taereetton)
PARCEL NO.: MuLtip e Counties, Se= SuBmitAL

(APPLICANT TO VERIFY WITH ADA COUNTY ASSESSOR'S OFFICE)

K:\Planning Depl\Base Doguments\AP-COMP PLAN.doc Revised 2/06
Page 10f 4
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Application Submittal Requirements
Applicanl
Use
1. }E/ Date of pre-application meeting: 9.-Z [-© C‘: Note: Pre-applications are
valid for a period of three (3) months, A submittal meeting is required prior to the cut-off date
and receipt of this application. (Application timelines are available in the Planning and Zoning
Department or on-line at cityofeadle.org).

2. E]/ A complete Comprehensive Plan Amendment Application form (it is the applicant’s
responsibility to use a current application).

3 ]Zf Verification of a neighborhaod meeting being held prior to the submittal of this application.
The verification shall inctude the time, date, and location of the meeting, a copy of the letter
mailed by the applicant, a copy of the mailing list, and a sign-up sheet from the meeting.
Refer to Eagle City Code 8-7-8 for requirements.

4, IZ( Names and addresses of 2l adjoining owners of property and residents within three hundred
feet (300'}) of the external boundaries of the land being considered as shown on record in the
County Assessor's Office. The addresses shall be submitted to the City on two seis of
address labels including a map showing the addresses in relation to the land being
considered.

5. E{ l.egal description of property that-meets-and-boundsto-the-senterine-of-all-rght-ofways-with-
appropriato-closure-to-meet the-standards-ef the-Ada-County-Engineer~  Hcihphd- @A@ED

6. B Copyoibeed. LU/ LEe i £00H AetAnT

7. h__/I/ If the signator on this application is not the owner of the property, an original notarized
staternent (affidavit of legal interest) from the owner stating the applicant is authorized to
submit this application is required.

~8——— [ Three-242x-36% blue-fine-site-plans-ffolded)———— /A
9.
10.
1.
12.

Fourleen 11" x 17" reductions of the site plan {folded)}.
One (1) 82" x 11" reduction of the site plan.
One (1) 8 %" x 11" vicinity map.

Fourleen {14) 8 14" x 11" colored aerial photos depicling the proposed site and surrounding
area within five-hundred feet (500").

K R BER

Provide a written statement addressing the following 1-8:
1. A specific description of the change being requested.
2. Specific information on any property involved.
3. A description of the condilion or siluation which warrants a change being made in the
Plan.
4. A description of the public benefii(s) that would occur from such a change in the Plan
and an explanation of why the public would need any such benefit(s).
5.  An explanation of why no other solutions to the condition or situation which warrants
a change in the Plan are possible or reasonable under the current palicies of the
Plan.
8. A proposed development plan for any land involved if a specific development is
planned at the time the request for the amendment is being made.
7. An analysis showing the estimated impact on infrastructure expected to occur by any
proposed change.
Any other data and information required by the City for their evaluation of the request.

13.

K:APlanning Dept\Base Documents\AP-COMP PLAN.doc Revised 2/06
Page 2 of 4

Staff
Use

0O



EAGLE CITY ORDINANCE #312 2/10/98 (ECC 8-7-8)

Posted Notice: Except as noted within this paragraph, any time notice is required, the land being considered shall
be posted not less than ten (10} days prior lo the Planning and Zoning Commission hearing and again not less
than ten {10} days prior lo the Cily Council hearing. Except as noted herein, posting of the properly must be in
substantial compliance with the following requirements:

1. Signage Reguirements:

a. The sign(s) shall consist of 4’ x 4' plywood or other hard surface mounted on two {2} 4" x 4" posts in such
a manner that it is perpendicular to the roadway along which the sign is posted and the bottom of the sign
is af least three-feet (3') above the ground.

b. Centered at the top of lhe 4' x 4’ sign board(s) in six-inch letlers shall be the words "Public Notice™. In
addition, each sign will inform the public of the name of the applicant, and if applicable, the proposed
development, the date, time, place, and nature of the public hearing and a summary of the proposal to be
considered. Each sign shall be painted white and the letters shall be painted black and shall appear on
both sides. An example of this sign is set forth in the attached illustration.

Size = 6 inches--—--—-----———--—- PUBLIC HEARING NOTICE
Size = 2 inches-—-——-——-——— Eagle Planning and Zoning Commission
Size = 1.5 Inch@g--s-sesecesinnan THE CITY OF EAGLE will hold a public hearing on May

9, 1985, at the Eagle City Hall at 6:30 P.M.

Size = 1.5 inches---------------- PURPOSE: Annexation and Zoning- You-Name-|t
Subdivision- Zoning R-4, Subdivision Preliminary Plat,
7.66 acres, 29 lots, single family dwelling, 1 lot open
space/drainage w/ landscaped entryway.

Size = 1.5 incheg------~—---m-mm- LOCATION: SW corner of Second St. and State St.

Size = 1.5 inchgg—-mmmemsmemens APPLICATION BY: Average citizen, USA, Inc.

2. The sign({s) shafl be posted on the land being considered along each roadway that is adjacent to it. The signs

shall be located on the property outside of the public right-of-way, if they can be so located and remain clearly
visible from the roadway; otherwise, the conseni of the owner of the right-of-way must be obtained and the
sign(s) located therein. Except as noted herein, if the land being considerad consists of more than one parce!
of record, a sign must be located upon each parcel. The Zoning Administrator, upan finding that adequate
notice will be provided, may not require all signs to comply with the size requirements of Subsection 1 above.
in the event that the land being considered includes properties with 500-feet or more of road frontage, a sign
shall be placed on each end of the property roadway frontage. If this property includes a corner lot, three
signs shall be posted, one on the comer and one on each end of the property roadway frontages.

3. The applicant shall submit a certification to the City Clerk no later than seven (7) days prior {o the hearing as lo

what, where, and when sign(s) were posted. Unless the certification is received by such date, the hearing will
be canceled.

4, No later than three (3) days after the noticed hearing and any continuation thereof, sign{s} must be removed.

A penalty of $25.00 per day shall be imposed against each applicant for late remaval of the signs.

K:APlanning DepliBase Docurmnents\AP-COMP PLAN.doc Revised 208
Page 3 of 4
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NOTE:
JF THE CITY COUNCIL OR THE ZONING ADMINISTRATOR DETERMINE THAT ADDITIONAL AND/OR

REVISED INFORMATION IS NEEDED, AND /OR IF OTHER UNFORSEEN CIRCUMSTANCES ARISE, ANY
DATES OUTLINED FOR PROCESSING MAY BE RESCHEDULED BY THE CITY.

ALL ITEMS SHALL BE COMPLETED AS DETERMINED BY THE ZONING ADMINISTRATOR PRIOR TO
APPLICATION BEING DEEMED COMPLETE.

ALL COSTS INCURRED BY THE CITY iN REVIEWING THE PRELIMINAY PLAT {i.e. City Engineer’s Review)
SHALL BE PAID BEFORE APPLYING FOR FINAL PLAT.

APPLICANT/REPRESENTATIVE MUST ATTEND THE CITY COUNCI.. MEETING.

city of Eadle Applications:

Eagle City Code Section 1-7-4 {A) stales, “Fee Schedule Established - The City Clerk, at the time of the filing of an
application for a land use planning action within the City limits, shall collect the fee for such action established
through a resalution of the City Council, together with any direct costs incurred by the Cily in obtaining a review of
the application, by architects, engineers or other professionals necessary to enable the City to approve or
disapprove the application in an informed manner”. Direct costs, as underlined in 1-7-4 (A) above, shall be
required to be paid by the applicant in a time frame to be delermined by the Zoning Adminisirator. Processing of
an application may be deiayed if the direct costs are not reimbursed as required.

Area of Cily Impaet Applications:

Eagle City Code Section 1-7-4 (B) states, “The City Clerk, upon receipt of each referral to the City pursuant to Title
8, Chapter 8, Eagle City Code, and the Area of Impact Agreement between the City and Ada County shall collect
from the applicant a fee established through a resolution of the City Council, together with any direct costs incurred
by the City in oblaining a review of the referral by architects, engineers or other professionals necessary to enable
the City to approve or disapprove the application in an informed manner.”

The City does not guarantee acquisition of public services provided by any agency. The developer, property
owner and/or applicant of this comprehensive plan amendment does hereby release and indemnify and hold
harmless the City of Eagle from any and all claims, costs, etc., from any individua!l or organization regarding the
acquisition of services that are not affiliated with the City, including but not timited lo, water/sewer service and fire

protection.

| hereby attest thal | have read and understand the above printed information D‘»‘(T (initials)
Avimor, LLC an Idaho limited liability company, by SunCor Idaho, Inc., Its Sole Member

Signature of Applicant WZ@%\@ E) WV‘L Ao Date q / 71 /()(17

Robert G. Taunton, President

City staff comments:

Signature of receipt by City staff d(%‘ Date 4 /JQ/’/ Olp

Ki'\Planning DeptiBase Documents\AP-COMP PLAN.dac Revised 2/06
Page 4 of 4




AFFIDAVIT OF LEGAL INTEREST

STATE OF INDAMHG )
) 58
COUNTY OF ADA )
-f" f.* f%h"\’m.&" f'...v‘x “!,._‘L 2 %.,;Q ol A i AL

/\:{)

A !‘/' Ia, g perTaL . . \ .
}"u fywz_ n (i yisenr it EPoto s, Dy
" (namce) p\-, N R e (address)
_ { being firgt duly sworn upon
F\ (R R . PN oath, depose and say:
(city) (state)

1. "That 1 am the record owner of the property described on the atiached, and I grant my
permission to

Sun Poe o, NG, HBEE. Byaes e BrR. 220

{name} {address)

EAGLE, T 836k

10 submit the accompanying application pertaining to that property.

Address or location of property: {4460 M. Hersesdes 73(:?\177?\:37} Botss § %714

2. lagree to indemnity, defend and hold the City of Eagzle and it’s cmployees harmless
from any claim or liabilily resulting {rom any dispuic as to the statements containet
herein or as 1o the ownesship of the property which is the subject of the application.

Type of application: LOUPREFER S VE 'F)(,:‘\‘AJ Avleer izt

Drated this 1 &2 day ol R ’h— /\/%,H,ﬂ {“ ,?_{) Ol ,_ ;,L,
2.3 /i,

4//_[/" UW”{J?_/ 4-!/*»-...\ 7 .}//’j "1,1\/_) f
‘(A'.-f/ -"W\Q‘_{ﬁ \jdqm wgq Ay g T -".‘ ...v.. /_/fz 7(/,[

&; (/ "(Signature) /'/

SUBSCRIBED AND SWORN to before me Ihe ay and year firsl above written,

gﬁ“’ ﬁlagﬂw

?u% A ﬁd e !’/2(“,\4__‘_#_____‘ \9‘7\,‘(&_

5 GERE
,gf’ {ig? ot %% @,gg"'e;,, Notary Public for Idaho
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STATE OF IDAHQ )
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COUNTY OF ADA )
, /d-w_.fé-z,i?jééé/
(address)”

_QM being first duly sworn upon
; oath, depose and say:
{statc)

1. That T am the record owner of the property described on the attached, and [ grant my

permission 1o
485 . Ruaes e DR, #Z00
{addrcss)

Sunl Por. Tdate, A,
EAGLE, T 83610

{name)

to submit the accompanying application pertaining to that properly.

Address or location of property: _{ E400 M. Aﬁ%ﬁ#&ﬁf Tga&f(?{_az) Beotse 82714

2. 1 agree to indemnify, defend and hold the City of Bagle and it's employees harmless
from any claim or liability resulting from any dispute as to the statements contained

herein or as to (he ownership of the property which is the subject of the application.
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Dated this
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SUBSCRIBED AND SWORN to before me Lhe day and year first above written.

Oﬂp ﬂ_ﬂ/ﬂv LAY &éf/@

“.“II llllu“'
“s“;ﬁ,ﬁu A, L S,
> %, W
.-: QOV < 'a" Notary Public for Idaho
i}' nOoT4 Q;. g Residing at Dozde. , et
i' o My Commission ixpires: __g /5~ o7
5 Nl 4
L/
T

K:Wzniing Depiiliase DaconealyWEEIDAVIT OF LEGAL INTHRES Tuloc



2 | 1 | 5
__;*‘.__;i_._. — - ‘r-_ —— I =
1 | 2 ;' 7
! | ?
e s gl b k!
| | |
i i 13 f n ‘
L3N &
l E i
= ‘ 14 1 f
W -G 4 |
i I
7 " y 25 i 0 l
|
i | [
L £l DR S |
| |
35 I {10 / n ‘l
i J GEMCDJNTV
| ] '.m‘a—cm.]!nrv
!
S S
j
it I
A ﬁr =
“ |
f
i
T

Comprehensive Plan
Amendment Map

U= Application Boundary

— Avimor Specific Plan Area
===- Existing Transmission Line
—=—  Proposed Transmission Line

Major Existing Road or
Potential Road Corridor

=+uas Possible Potential Road Corridor
#+s»  Trall Corridor

=== Perennial Stream
~-——  Ephemeral Stream

Land Use District:
Foethills Clustered Development
Foothills Conservation Development

O .
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Date: September 19, 2006
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DESIGNWORKSI 1OP

120 East Main Street
Aspen, CO B1G11
970.309.6172 main | 970.920.1387 fax

wew, designwarkshop. com
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CPA-2-06
CPA-3-06
CPA-4-06
CPA-5-06
CPA-6-06
CPA-7-06
CPA-8-06
CPA-9-06

. Spring 2006
Eagle Gateway Eagle Comprehensive Plan Amendments

Countryland
Powell Farms
M3 Eagle
Village Center
Chinden Terrace
Eagle/BLM A

Castlebury Business Park

CPA-10-06 SunCor/Avimor : .
CPA-11-06 City of Eagle _





