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N GENERATION TERMS AND CONDITIONS

Customers served under this rate schedule who have on-site generation connected to the Company's electrical delivery grid shall enter into an
Agreement for Interconnection with the Company which shall establish ali pertinent details related to interconnection and other required service standards. The

Customer does not have the option to sell pawer and energy to the Company under this tariff.

ol CT (o)
- 1999 kW; As provided in Company’s standard agreement for service,

2,000 kW and abave: Three (3) years, or longer. at Company's option for initial period when construction is required. One (1) year, or
longer, at Company’s option when construction is not required.

RMS AND CON ON:

This rate schedule is subject to Company's Terms and Conditions for Standard Offer and Du'e:t Acgess Serv‘ce {Schedule #1) and the Company's
Schedule #10. These Scheduies have provisions thal may affect customer's monthly bill.

H:\lrda‘settiement 1999\ TarffDA-GS1 (CTC and RA adj).doc
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Exhibit A

5/10/99
. DA-GS10
ELE (o} Y
ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. XXX
Phoenix, Arizona Tariff or Schedule No. DA-GS 10
Filed by: Alan Propper ) . Original Tariff
Title; Director, Pncmg and Regulation Effective: 30X XX, 1999
[RECT ACCESS

EXTRA LARGE GENERAL SERVICE

AVAILABILITY

This rate schedule is available in all certificated retail delivery service territory served by Company at all points where facilities of adequate czpici!y
and the required phase and suitable voltage are adjacent to the premises served.

APPLICATION
. This rate schedule is applicable to customers recziving electric energy on a.direct access basis from any certificated Electric Service Provider (ESP)

as defined in A A.C. R14-2-1603. This rate schedule is applicable only to customers whose monthly maximum demand is 3,000 kW or more for three (3)
consecutive months in amy continuous twelve (12) manth period ending with the current month, Service must be supplied at one point of delivery and measured
thraugh one meter unless otherwise specified by individual customer contract, For those customers whose electricity is delivered through more than one meter,
service for each meter shall be computed separately under this rate unless conditions in accordance with the Company's Schedule #4 (Totalized Metering of
Multiple Service Entrance Sections At a Single Premise for Standard Offer and Direct Access Service) are met.

This rate schedule is not applicable to resale service, '

This rate schedule shall become effective as defined in Company's Terms and Conditions for Direct Access (Schedule #10).

TYPE OF SERVIC

Service shall be three phase, 60 Hertz, at Company's standard voltages that are available within the vicinity of customer’s premise.

METERING REQUIREMENTS

Ail customers shail comply with the terms and conditions for hourly metering specified in Schedule #10.

MONT! BILL
The monthly bill shall be the greater of the amount computad under A. or B. below, including the applicable Adjustments.

A RATE
Basic Competitive
Delivery System Transition
Service Distribution Benefits Charge
S/month 52,430.00
per kW $3.53 $2.82
per kWh 50.00999 $0.00115

BRIMARY AND TRANSMISSION LEVEL SERVICE:

1. For customers served at primary voltage (12.5kV ta below 69k V), the Distribution charge will be discounted by 4.8%.
2. For customers served at transmission voltage (69k V or higher), the Distribution charge will be discounted 36.7%.
3. Pursuantto AAC. R14-2.1612.K.11, the Company. shall retain ownership of Current Transformers

(CT"s) and Potential Transformers (PT's) for those customers taking service at voltage levels of more

than 25 kV. For customers whose metering services arc provided by an ESP, a monthly facilities charge

will be bitled. in addition (o all other applicable charges shown above, as determined in the service

contract based upon the Company's cost of CT and PT ownership, maintenance and operation.

DETERMINATION OF KW
The kW used for billing purposes shall be the greater oft

1. The kW used for billing purposes shall be the average kW supplied during the 15-minute period (ot other period as specified by
individua! customer's contract) of maximum use during the month, as determined from readings of the delivery meter.

2. The minimum kW specified in the agreement for service or individua! customer contract.

(CONTINUED ON REVERSE SIDE)
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I B MINIMUM

§2,430.00 per month plus S1.74 per kKW per month,

ADJUSTMENTS
1. . When Metering, Meter Reading oc Consolidated Billing are provided by the Customer’s ESP, the monthly bill will be credited as
follows: . .
Meter $35.00 per month
Meter Reading  § 0.30 per month
Billing $ 0.30 per month

The monthly bill is also subject to the applicable proporticaate part of any taxes, or governmental impositions which are or may in
the future be assessed on the basis of gross revenues of the Company and/or the price or revenue from the electric service sold and/or
the volume of energy delivered or purchased for sale and/er sold hereunder.

"~

SERVICES ACQU OM CERTIFIC LE C SERVICE PROV!

K Customers served under this rate schedule are responsible for acquiring their own generation and any other required competitively supplied services
from aa ESP. T he Company will provide and bill its transmission and ancillary services on rates approved by the Federal Energy Regulatary Commission to
the Scheduling Coordinator who provides transmission service to the Customer’s ESP. The Customer’s ESP must submit 2 Direct Access Service Request
pursuant 10 the terms and conditions in Schedule #10. :

ON-SITE GENERATION TERMS AND CONDITIONS

. Customers served under this rate schedule wha have on-sits generation connected 1o the Company’s electrical delivery grid shall enter into an
Agreement for Interconnection with the Company which shall establish all pertinent details related 1o interconnection and other required service standards. The
Customer does aat have the option to sell power and energy to the Company under this tariff.

CONTRACT PERIOD -

For service locations in:

a) lsolated Areas; Ten (lﬂ) years, or longer, at Company’s option, with standard seven (7) year termination petiod.
b) Other Areas: Three (3) years, or loager, at Company's option.

TERMS AND CON N,

This rate schedule is subject to Company’s Terms and Conditions for Standard Offer and Direct Access Servics (Schedule #1) and the Company”s
Schedule =10. These schedules have provisions that may affect customer”s monthly bill.

]

H: irds Sealement 1999\ TariMDA-GS 10 (CTC and RA adj).doc




Exhibit A

5/13/99
. DA-GS11
ELECTRIC DELIVERY RATES .
ARIZONA PUBLIC ssrwxcs COMPANY AC.C. No. XOX
Phoenix, Arizona : Tariff or Schedule No, DA-GS11
Origina} Tariff

Filed by: Alan Propper

Title: Director, Pricing and Regulation Effective: XXX XX, 1999

DIRECT ACCESS
RALSTON PURINA

VAILAB!

This rate schedule is available in all certificated retail delivery service territory served by Company at all points whers facilities of adequate capacity
and the required phase and suitable voltage are adjacent to the premises served

PPLICATION

" This rate schedule is applicable only to Ralston Purina (Site #363970289) when it receives electric energy on a direct access basis from any
certificated Electric Service Provider (ESP) as defined in A AC. R14-2-1603. Service must be supplied as specified by individual customer contract and the
Company's Schedule #4 (Tatalized Metering of Multiple Service Entrance Sections At a Single Premise for Standard Offer and Direct Access Service).

This rate schedule is not applicable to resale service.
This rate schedule shall become effective as defined in Company's Terms and Canditicns for Direct Access (Schedule #10).
PE OF SERVIC
Service shall be three phase, 60 Herez, at 12.5kV,
ME UTREMENTS
Customer shall‘comp(y with the terms :qd conditions for hourly metering specified in Schedule #10. .

. MONTHLYBIL =~ ‘ o s
The monthly bill shall be the greater of the amount computed uader A or B. below, including the applicable Adjustments. ‘
A RATE '
Basic Competitive
Delivery System Transition
Service Distribution Benefits Charpe
S/month $2.430.00
per kW $2.58 51.86
er kWh $0.00732 50.00115

DETERMINATION OF KW
The kW used for billi'ng purposes shall be the greaier of:

. ThekW used for billing purposes shall be the average kW supplied during the 15-minute period (or other period as specified by
individual customer's contract) of maximum use during the month, as determined from readings of the delivery meter.

2. - The minimum kW specified in the agreement for service or individual customer contract.

B._MINIMUM
52.430.00 per month plus S1.74 per KW per month.

ADJUSTMENTS

.. When Meatering, Meter Reading or Consolidated Billing are prov.ided by the Customer's ESP, the monthly bill will be credited as

follaws:
Meter $§55.00 per month
Meter Reading S 0.30 per month
Billing § 0.30 per month

2. The monthly bill is'also subjest to the applicable proportionate part of any taxes, or governmental impositions which are or may in
the future be assessed on the basis of gross revenues of the Company and/or the price or revenue from the electric service sold and/or .

the volume of energy delivered or purchased for sale and/or sold here_under

(CONTINUED ON REVERSE SIDE)
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RVICES ACQUIRED FROM CERTIFICATED ELECTRIC SERVICE PROVIDERS

Customer is responsible for acquiring its own generation and any other required competitively Qupplied services from an ESP. T he Company will
provide and bill its transmission and anciflary services on rates approved by the Federal Energy Regulatory Commission to the Scheduling Coordinator who
providss transmission service to the Customer's ESP. The Customer‘s ESP must submit a Direct Access Service Request pursuant lo the terms and conditions

in Schedule =10. :
ON-STTE GENERATION M D CONDITIONS

If Customer has on-site generation connected to the Company's electrical delivery grid, it shall enter into an A,grecmai( for lnterconnection with the
Company which shail establish all pertinent datails related to interconnection and ather required service standards. The Customner does not have the option to
sell power and ¢nergy to the Company under this tariff. ’

TERMS AND CONDITIONS

This rate schedule is subject to Company's Terms and Conditions for Standard Offer and Direct Access Service (Schedule #1) and the Company’s
Schadule =10, These schedules have provisions that may affect customer's menthly bill. .

H:'rds Seczment 1999\ TariF DA-GS1L.doc



Ezhibit A

5/13/99
- DA-GS12
ELECTRIC DELIVERY RATES
ARIZONA PUBLIC SERVICE COMPANY AC.C. No. XXX
Phoenix, Arizona Tariff or Schedule No. DA-G512
Original Tariff .

Filed by: Alan Propper

Title: Director, Pricing and Regulation Effective: XXX XX, 1999

DIRECT ACCESS
BHE COPPER

VAILABI

This rate schedule is available in all certificated retail delivery service territory served by Company at all points where facilities of adequale capacity
and the required phase and suitable voltage ar adjacent to the premises served.

LICATION

» This rate schedule is applicable only to BHP Copper (Site #774932285) when it receives clectric energy ona direct access basis from any
w certificated Electric Service Provider (ESP) as defined in A AC. R14-2-1603. Service must be supplied as specified by individual customer contract and the

Company’s Schedule #4 (Totalized Metering of Multiple Service Entrance Sections At a Single Premise for Standard Offer and Direct Aceess Service).

%

This rate schedule is not applicable to resale service.

“This rate schedule shall become g&'z:tive as defined in Company's Terms and Conditions for Direct Access (Schedule #10).
OF vic

Service shall be three phase, 60 Herz, at 12.5 kV or higher.

Y !G REQUIREMENTS

Customer shall comply with the terms and conditions for hourly metering specified in Schedule #10,

. MONTHLY BILL
The monihly bill shall be the greater of the amount computed under A or B. below, including the applicable Adjustments.

A RATE
Basic Distribution Distribution Competitive
Delivery at Primary at Transmission System Transition
Service Voltage Voltage Benefits Charge
S/month $2.430.00
per kW §2.35 s1.22 S1.54
per KWh £0.00665 - _50.00346 $0.00115 :

PRIMARY AND TRANSMISSION LEVEL SERVICE:

Pursuant to AAC. R14-2-1612.K.11, the Company shall retain ownership of Current Transformniers (CT’s)
and Potential Transformers (PT's) for thase custorners taking service at voltage levels of more than 25kV.
For customers whose metering services are provided by an ESP, 3 monthly facilities charge will be billed, in
addition to all other applicable charges shown above, as detsrmined in the service contract based upon the
Company's cost of CT and PT ownership, maintenance and operation.

DETERMINATION OF KW

The kW used for billing purposes shall be the greater of:

1. The kW used for billing purposes shall be the average kW supplied during the 30-minute period (or other period as specified by
individual customer's contract) of maximum use during the month. as determined from readings of the delivery meter.

2. The minimum kW specified in the agreement for service or individual customer contract,

B. MINIMUM

52,430.00 per month plus $1.74 per kW per month,

(CONTINUED ON REVERSE SIDE)
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ADJUSTMENTS

1. When Metering, Meter Reading or Consolidated Billing are provided by the Customer's ESP, the monthly bill will be credited as

follows: .
Meter $55.00 per month
Meter Reading $ 0.30 per month
Billing $ 0.30 per month -

2. The monthly bill is also subject to the lpplicabfe proportianate part of any taxes, or governmental impositions which are or may in
the future be assessed on the basis of gross revenues of the Company and/or the price or revenue from the electric service sold and/or
the volume of energy delivered or purchased for sale and/or sold hereunder. ©o

SERVICES ACQUIRED FROM CERTIFICATED ELEQ TRIC SERVICE PROVIDERS

Customer is responsible for acquiring its own generation and any other required competitively supplied services from aa ESP. T he Company will
provide and bill its transmissicn and ancillary services on rates approved by the Federal Energy Regulatory Commission to the Scheduling Coordinator who
providas raasmission service Lo the Customer’s ESP, The Customer‘s ESP must submit & Direct Access Service Request pursuant to the terms and conditions

in Scheduie =10.
ON-SITE GENERATION MS AND CONDITIONS R

1f Customer has on-sits generation connected to the Company's electrical delivery grid, it shall enter into ar Agreement for Interconnection with the
Company which shall establish all pertinent details related to interconnection and other required service standards. The Customer does not have the option to

sell power and energy to the Company under this tariff.

AMS AND CONDITION.

This rate schedule is subject to Campany’s Terms and.Conditions for Standard Offer and Direct Access Service {Schedule #1) and the Company’s
Schedule =10, These schedules have provisions that may affect customer’s monthly bill.

H: ‘rda Settlement 1990 Tan BDA-GS 12.doe




Exhibit &

§/13/99
, DA-GS13
ELECTRIC DELIVERY RATES
ARIZONA PUBLIC SERVICE COMPANY . AC.C. Na. XXX
Phoenix, Arizona Tariff or Schedule No. DA-GS13
Filed by: Alan Propper Original Tariff

Title: Director, Pricing and Regulation Effective; XX XX, 1999

[RECT ACCESS
CYPRUS BAGDAD

AVAILABILITY

This rate schedule is available in all certificated retail delivery service territory served by Company at all points where fucilities of adequate capacity
and the required phase and suitable voltage are adjacent to the premises served. )

I ON

: This rate schedule is applicable only to Cyprus Bagdad (Site #120932284) when it receives clectric energy on a direct access basis from any
certificated Electric Service Provider (ESP) as defined in A A.C. R14-2-1603. Service must be supplied as specified by individual customer contract and the
Company's Schedule #4 (Totalized Metering of Multiple Service Entrance Sections Al a Single Premise for Standard Offer and Direct Access Service).

This rate schedule is not applicable to resale service.
This ratz schedule shall become effective as defined in Company’s Terms and Conditions for Direct Access (Schedule #10).

TYPE OF SERVICE
_ Service shall be thres phase, 60 Hertz, at 115 kV or higher.

METERING REQUIREMENTS

Customer shall comply with the terms and conditions for hourly metering specified in Schadule #10,

MONTHLY BILL

" The monthly bill shalf be the gru'xzr of the amount computed under A. or B, below, including the applicable Adjustments.
TE P
Basic . Competitive

Delivery System Transition
Service Distribution Benefits Charge

S/month 52,430.00

_per kW $1.05 S1.34
per kWh $0.00298 $0.00113

PRIMARY AND TRANSMISSION LEVEL SERVICE:

Pursuant to AL A.C, R14-2-1612.K 11, the Company shall retain ownership of Current Transformers (CT"s)
and Potential Transformers (PTs) for those customers taking service at voltage levels of more than 25 kV.
For custamers whase metering services are provided by an ESP, a monthly facilities charge will be billed, in
addition to all other applicable charges shown above, as determined in the service contract based upon the
Company's cost of CT and PT ownership, maintenance and aperation. :

DETERMINATION OF KW
The kW used for billing purposes shall be the greater of:

1. ThekW used for billing purposes shall be the average kW supplied during the 30-minute period {or other period as specified by
individual customer’s contract) of maximum use during the month, as determined from readings of the delivery meter.

2. The minimum kW specified in the agreement for service o individual customer contract.

B. MINTMUM
$2.430.00 per month plus $1.74 per kW per month, until June 30, 2004 when this minimum will no longer be applicable.

(CONTINUED ON REVERSE SIDE)




DA-GS13
AC.C. No. XX
Page2 of2

ADIUSTMENTS

1. When Metering, Meter Reading or Consolidated Billing are provided by the Customer’s ESP, the monthly bill will be credited as

follows:
Meter §55.00 per month
Meter Reading  $ 0.30 per month
Billing § 0.30 per maonth

2. The monthly bill is also subject to the applicable proportionate part of any taxes, or governmental impositions which are or may in
the fumtire be assessed on the basis of gross revenues of the Company and/or the price or revenue {rom the electric service sold aad/or
the volume of energy delivered or purchased for sale and/or sold hersunder.

SERVICES ACOUIRED FROM CERTIFICATED ELECTRIC SERVICE PROVIDERS

Customer is responsible for acquiring its own generation and any other required competitively supplied services from an ESP. T he Company will
grovide and bill its transmission and aacillary services on rates approved by the Federal Energy Regulatory Commission to the Scheduling Coordinator who
provides transmission service to the Customer’s ESP. The Customer’s ESP must submit a Direct Access Service Request pursuant to the terms and conditions

in Schedule =10.
N-S NERATION TERMS AND CONDITIONS . .

1f Customer has on-sit2 generation connected to the Company's electrical delivery grid, it shall enter into an Agreement for Interconnection with the
Company which shall establish all pertinent details related to interconnection and other required service standards. The Customer does not have the option to
sell power and eaergy to the Company under this tasiff. » .

TERMS AND COND(TIONS

This ratz schedule is subject to Company's Terms and Conditions for Standard Offer and Direct Access Service (Schedule #1)and the Company’s
Schedule =10, These schedules have provisions that may affect customer’s monthly bill.

H:irda-Semlement 1999 TarfiDA-GS13.doc
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EXHIBIT C ‘

Generation assets include, but are not limited to, APS' interest in the following
generating stations: ‘

Palo Verde
Four Corners
Navajo
Cholla
Saguaro
Ocotillo

West Phoenix
Yucca
Douglas
Childs

Irving

including allocated common and general plant, support assets, associated land, fuel
supplies and contracts, etc.” Generation assets will not include facilities included in

APS' FERC transmission rates.




EXHIBITD
Affiliate Rules Waivers

R14-2-801(3) and R14-2-803, such that the term “reorganization™ does not include, and no
Comumission approval is required for, corporate restructuring that does not directly involve the
utility distribution company (“*UDC"™) in the holding company. For example, the holding
company may reorganize, form, buy or sell non-UDC affiliates, acquire or divest interests in
non-UDC affiliates, etc., without Commission approval.

R14-2-304(A)

R14-2-805(A) shall apply only to the UDC
R14-2-805(A)2)
R14-2-805(A)(6)
R14-2-805(A)(9). (10), and (11)
| |  Recision of Prior Commission Q.rdegis

Section X.C of the “Cogeneration and Small Power Production Policy” attached to Decision
No. 52345 (July 27, 1981) regarding reporting requirements for cogeneration information.

Decision No. 55118 (July 24, 1986) - Page 15, Lines 5-1/2 through 13-1/2; Finding of Fact
No. 24 relating to reporting requirements under the abolished PPFAC.

Decision No. 55818 (December 14, 1987) in its entirety. This decision related to APS Schedule
9 (Industrial Development Rate) which was terminated by the Commission in Decision -
No. 59329 (October 11, 1995). -

9th and 10th Ordering Paragraphs of Decision No. 36450 (April 13, 1989) regarding reporting
requirements under the abolished PPFAC. ' :

859323 01
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CARL J. KUNASEK , D OCKETED
IMRVN | 0CT 061999
COMMISSIONER

IN THE MATTER OF THE APPLICATION OF
ARIZONA PUBLIC SERVICE COMPANY FOR
APPROVAL OF ITS PLAN FOR STRANDED
COST RECOVERY.

IN THE MATTER OF THE FILING OF ARIZONA
PUBLIC SERVICE COMPANY OF UNBUNDLED
TARIFFS PURSUANT TO A.A.C. R14-2-1601 ET

DOCKET NO. E-01345A-98-0473

DOCKET NO. E-01345A-97-0773

SEQ.

IN THE MATTER_ OF COMPETITION IN THE DOCKET NO. RE-00000C-94-0165

PROVISION OF ELECTRIC SERVICES ’

THROUGHOUT THE STATE OF ARIZONA. DECISION NO. {b l 9 [3__

' OPINION AND ORDER
DATES OF HEARING: July 12, 1999 (pre-hearing cénference), July 14, 15, 16,
, . o 19, 20, and 21, 1999

PLACE OF HEARING: i Phoenix, Arizona

PRESIDING OFFICER: Jerry L. Rudibaugh

IN ATTENDANCE: Carl J. Kunasek, Chairman
Jim Irvin, Commissioner

APPEARANCES: ~Mr. Steven M. Wheeler, Mr. Thomas Mumaw and Mr.

. Jeffrey B. Guldner, SNELL & WILMER, LLP, on
behalf of Arizona Public Service Company; -
Mr. C. Webb Crockett and Mr. Jay Shapiro,
FENNEMORE CRAIG, on behalf of Cyprus Climax
Metals, Co., ASARCO, Inc., and Arizonans for Electric
Choice & Competmon
Mr. Scott S. Wakeﬁeld Chief Counse!, and Ms. Karen
"Nally on behalf of the Residential Utlhty Consumer .

Office;
-Ms. Betty Pruitt on behalf of the Arizona Community
Action Association;
Mr.. Timothy Hogan on behalf of .the Arizona

\ Consumers Council;
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Mr. Robert S. Lynch on behalf of the Anzona
Transmission Dependent Utility Group; -

Mr. Walter W. Meek on behalf of the Arizona Unhty
Investors Association;

Mr. Douglas C. Nelson, DOUGLAS C. NELSON, P.C,,
on behalf of Commonwealth Energy Corporation;

Mr. Lawrence V. Robertson, Jr, MUNGER &
CHADWICK, and Ms. Leslie Lawner, Director
Government Affairs on behalf of Enron Corporation,
" and Mr. Robertson on behalf of PG&E Energy Services;

Mr. Lex J. Smith, BROWN & BAIN, P.A,, on behalf of
[llinova Energy Partners and Semprz Energy Trading;

Mr. Randall H. Wemer, ROSHKA, HEYMAN &
DeWULF, P.L.C., on behalf of NEV Southwest;

Mr. Norman Furuta on behalf of the Department of the
Navy;

Mr. Bradley S. Carroll on behalf of Tucson Electric
Power Company; and

Mr. Christopher C. ,Kempley, Assistant Chief Cburisel
and Ms. Janet F. Wagner, Staff Attomey, Legal Division
on behalf of the Utilities Division of the Arizona
Corporation Commission.
BY THE COMMISSION:

On December 26, 1996, the Arizona Corporation Commission (“Commission™) in Decision
No. 59943 enacted A.A.C. R14-2-1801 thyeuzh R14-2-1616 (“Rules” or “Electric Competition
Rules™). ‘

On June 22, 1998, the Commission issued Decision No. 60977, the Swandsd Cost Order
which required each Affected thility to file a plan for stranded cost recovery.

On August 10, 1998, thé Commission issued Decision No. 61071 which made modifications

| to the Rules on an emergency basis. -

On Aucrust 21 1998 Arizona Pubhc Service Company (“APS’ ’) filed 1ts Stranded Costs plan.

On November 5 1998 "APS filed 2 Settlement Proposal that had been entered into with the

Commission’s Utilities Division Staff (“Staff Settlement Proposal”). Our November 24, 1998

Procedur":ﬂ Order set the matter for hearing. On November 25, 1998, the Commission issued

5 ~ pecsionno. (/9473
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Decision No. 61259 which established an expedited procedural schedule for evidentiary hearings on
the Staff Settlement Proposal. o

On November 30, 1998, the Arizona Attorney General’s Office, in association with numerous
other parties, filed .a Verified Petition for Specia_l' Action and Writ of Mandamus with the Arizona
Suprerne Court (“Court”) regarding the | Commission’s November 25, 1998 Procedural Order,
Decision No. .61259. .The Attomey. General sought a Stay of the Commission’s consideration of the
Staff Settlement Proposal with APS and Tucson Electric Power Company (“TEP™).

On December 1, 1998, Vice Chief Justice Charles J. Jones granted a Motion for Immediate
Stay of the Procedural Order. On December 9, 1998, the Commission Staff filed a notice with the
Supreme Court that the Staff Settlement Proposal had been withdrawn from Commission
consideration. _ |

On April 27, 1999, the Commission issued Decision No. 61677, which modified Decision Ne.
60977. On May 17, 1999, APS filed with the Commission a Notice of Filing, Application for
Approval of Settlement Agreement (“Settlement” or “Agreement”) ! and Request for Procedural
Onder. . o | o S .

Our May 25, 1999 Procedural Ofder set the matter for hearing commencing on July 14, 1999.

This matter came before a duly autho;jized. ‘Hearing Officer of the Comumission at its offices in
Phoenix, Arizona. APS, Cyprus Climax Metals, Co., ASARCO, Inc., Arizonans for Electri; Choice
& Competition (“AECC”), Residential Utility Consﬁmer Office (“RUCO"), the Arizona Compnity
Action Association (“ACAA™), the Arizona Consumers Council, the Arizona Transmission
Dependent Utility Group, the Arizona Utility Investors Association, Enron Corporation, PG&E
Energy Services, Illinova Energy Partners, Sempra B_nergy‘Trading‘, NEV Southwest, the Department

of the Navy, Tucson Electric Power Company, Commonwealth Energy Corporation

: The Parties to the Proposed Settlement are as follows: the Residential Utility Consumer Office, Arizona Public

Service Company, Arizona Community Action Association and the Arizonans for Electric Choice and Competition which
is a coalition of companies and associations in support of competition that includes Cable Systemns International, BHP
Copper, Motorola, Chemical Lime, Intel, Honeywell, Allied Signal, Cyprus Climax Metals, Asarco, Phelps Dodge,
Homebuilders of Central Arizona, Arizona Mining Industry Gets Our Support, Arizona Food Marketing Alliance,
Arizona Association of Industries, Arizona Multi-housing Association, Arizona Rock Products Association, Arizona
Restaurant Association, Arizona Retailers Association, Boeing, Arizona School Board Association, Nationa] Federation
of Independent Business, Arizona Hospital Association, Lockheed Martin, Abbot Labs and Raytheon.

3 DECISION NO. {é / Q %]
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(“Commonwealth”) and Staff of the Commission appeared through counsel. Evidence was presented
concerning the Settlement Agreement, and after a full public hearing, this matter was adjourned
pending submission of a Recommended Opinion and Order by the Presiding Officer to the
Commission. In addition, a post-hearing briefing schedule was established with simultaneous briefs
filed on August 5, 1999.
DISCUSSION

Introduction

The Settlement provides for rate reductions for residential and business customers; sets the
amount, method, and recovery period of stranded costs that APS can collect in customer charges;
establishes unbundled rates; and proﬁdes that APS will separate its generating facilities,. which Will
operate in the competiﬁve smarket, from its distribution system, which will continue to be regulated,

According to APS, the Settlement was the product of months bf hard negotiartions with
various customer groups. APS opined that the Settlement provides many clear benefits to customers,

potential cémpetitors, as well as to APS. Some of those benefits as listed by APS are as follows:

. Allowing competition to commence in APS’ service territory months before otherwise
possible and expanding the mxtxal eligible load by 140 MW;

*  Establishing both Standard Offer and Direct Access rates, and providing for annual
rate reductions with a cumulative total of as much as 5475 million by 2004;

. Ensuring stability and certainty for both bundled and unbundled rates;

. Resolving the issue of APS’ stranded costs and recrulatory asset recoveryin a fau' and
equitable manner;

. Providing for the divestiture of generation and competitive services by APS in a cost-
effective manner;

. Removing the specter of years of litigation and aﬁpeals involving APS and

Commission over competition-related issues;
. Continuing sﬁpport for a regional ISO and the AISA;
. | Continuing éupport for klvwh incc;ﬁxe pbgﬁs; and
. Requiring APS to file an interim code of conduct to address aﬁhatc relationships.

s pecsonnole/ 973
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The 'Settl.eme’nt Was entered into by RUCO and the ACAA reflecting Agreement by
residential customers of APS to the Settlement’s terms and conditions. In addition, the Settlement
was executed by the AECC, a coalition of commercial and industrial customers and trade

associations. - AECC opined that since residential and non-residential customers have agreed to the

‘Sc'ttlement, the “public interest” has been served. AECC indicated the Settlement was not perfect but

was the result of “give and take” by each of the parties. Accordingly, AECC urged the Commission
to protect the “public interest” by approvfhg the Settlement and not allow Energy Service Providers
(“ESPs”) to delay the benefits that competition has to offer..

Leggl Issues: v _

The Arizona Consumers Council (“Consumers Council”) opined that ti:e Agreement was not
legal beéau$e: (1) there was no fuﬂ rate proceeding’; (2) Section 2.8 of the Agreement violates
AR.S. Section 40-246, regarding ‘Commission initiated rate reductions; and (3) the Agreement
illegally binds future Commissions. According to the Consumers Council, the Commission does not
have evidence to support a finding that the rates p-ropqsed in the Agreement are just and reasonable;
that the rate base proposed is proper; and asserted the pro;iosed adjustment clause can not be
established outside a general rate case. '

Staff argued that the Commission in Decision No. 59601, dated April 26, 1996, has
previous;ly determined just and reasonable rates for APS which must be charged until changed ig a
rate proceeding. According to Staff, tlns case is not about changing existing rates, ‘but instead

involves the introduction of a new service - direct access. The direct access rates have been designed

1 to replicate the revenue flow from existing rates. Staff opined that the Commission has routinely, and

lawfully, approved rates for new services outside of a rate case. Further, St;ff asserted that the rates
proposed in the Settlement are directly related to a complete financial review. Staff indicated that the
Consumers Council has provided no contrary information and should not be allowed to collaterally

attack Decision No. 59601.

APS argued that no determination of fair value rate base (“FVRB"), fair value rate of return

2 Although the Consumers Council indicated they did not believe 2 full rate proceeding. was necessary, it is
unclear as to the type of proceeding the Consumers Council believed was necessary.

5 pEcisioNNo. [, /9 78
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(“FVROR?"), or other ﬁnancial analysis is legally necessary to justi.fy current APS rate levels, allow
the introduction of a new service, or to evaluate a series of voluntary rate decreases. In spite of that,
APS did provide information to support a FVRB of $5,195,675,000 and FVROR of 6.63 percent. No
other party presented evidence in support of a FVRB or FVROR. Staff supported APS.

| We concur with Staff and APS. The Consumers Council has provided no legal authority that
a full rate proceeding is necessary in order to adopt a rafe reduction or rates for new Sewices.
Further, pursuant to th;a Arizona Constitution, the Commission has jurisdiction over ratemaking
matters. We also find that notice of the application and hearing was provided and that APS has ‘
provided sufficient financial information to support a finding of FVRB and FVROR. Lastly, this
Commission can clearly bind future Commissions as a result of its Decision. However, as later
discussed, we agree there are limitations to such legal authority.
Shopping Credit :

One of the most contentious issues in the hearing was the level of the “shopping cx"edit.” The
“shoPping credit” is the difference between the customer’s Standard Offer Rate anﬂ the Direct Accesé
Rate a\(ailéble to customers wﬁo take service from ESPs. The ESPs generally argiled that th;
Settlement’s “shopping crédits“ ‘were not sufficient to allow a new entrant to make a proﬁt.. AECC
opined tﬁét such an argument was nothing more than a requeét to increase ESP’s profits. |

Staff opined thé.t the “shopping credit” was too low and recommended it be increased without
impacting the stranded cost recovery amount of $350 million. Under Staff's proposal, the increased
“shopping credit” would be offset by reducing the competitive transition charge (“CTCs™). Further,
Staff recommended that any stranded costs not collected could simply be deferred and collected afier
2004 |

The AECC expert testified that the “.;.hopping credit” under the Agreement was superior to the
“Shopping Credit” in the Staff Settlement Proposal as well as the one offered to SRP's customers.
APS argued that ﬁrti.ﬁcially high shopping credits will likely increase ESP profits without lowering

customer rates and will encourage inefficient firms to enter the market. Based on the analysis of the

s | DECISION N'o..(p [9773
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40kW to 200' kW customer group’, APS showed aﬁ average margin on the “Shoppiﬁg credit” of over
8 'mils}per kWh or a 23 percent markup over cost. APS asserted that the test for a reasonable
“shopping credit” “should not be whether all ESPs can profit on all APS customers all of the time”,
Based on the evidence presented, the “shopping crédits” appear to be reasonable té) allow
ESPs to compete in an efficient manner. Further, we do not find customer rates shoﬁld be increased
simply to have higher “shopping credits”.
Metering and Billing Credits |
The metering' and billing credits resulting from the Agréement are based on decremental costs.
Several of the ESPs and Staff argued that these credits should be based upon embedded costs and not
decremental costs. APS responded that such a result could cause them to lose revenues since its costs
would only go down Ey the decr,ement'aI amounts. Sta_ff testified that the Company would ixot lose

significant income if it used embedded costs since it would free up resources to service mew

Y customers.

- We concur. The proposed credits for metering, meter reading and billing* will result in a

direct access customer paying a portion of APS costs as well as a portion of the ESP’s costs. We

believe this would stymie the competitive market for these services. As a result, we find the approval
of the Settlement should be conditioned upon the use of Staff’s proposed credits for metering, meter
reading,. and billing. . |

Proposed One-Year-Advaﬁce Notice 'Reguirement:

Section 2.3 provides that

“Customers greatér than 3MW who chose a direct access supplier must give APS one
year’s advance notice before being eligible to return to Standard Offer service.”

[emphasis added]

Several parties expressed concerns that the one-year notice requirermnent to return to Standard
Offer service would create a deterrent to load switching by large industrial, institutional and

commercial customers. PG&E proposed that any increased cost could be charged directly to the

Represents over 80 percent of the general service customers for competitive access in phase one.

1 For example, the monthly credits for a dirzct access residential customers are $1.30, $0.30, and $0.30 for

metering, meter reading and billing, respectively. .

7 DECISI&NNO.(G/Q?% _
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customer as a cohdition to its return. .

We agree that APS needs to have some protection from customers leaving the system when
market prices are low and jumping back on Standard Offer rates when market prices go up. The
suggest_ion by PG&E that the customer be allowed to go back to the Standard Offer if the customer
pays for additional costs it has caused is a reasonable resolution. Accordingly, we will order APS to
submit substitute language on this issue.

Section 2.8

Several of the parties expressed concern that Section 2.8 of the Agreement allows APS to seek '
rate increases under specified conditions. .Additionally, as previously discussed, the Consumers
Council opined that Section 2.8 violated A.R.S. Section 40-246. Staff recommended the Commission
condition approval of the Agreement on Section 2.8 being amended to include ,lmgnage that the
Commission or Staff may commence rate change proceedings under conditions paralléling those
piovided to the utility, including response to petitions submitted under A.R.S. § 40-246.

We agree that Section 2.8 is too restrictive on the Commission’s future action. Accordingly,
we will condition épprdval of the Agreement on inclusion vof' the fdllowing ianguage in Section 2.8:

- Neither the Commission nor APS shall be prevented from seeking or
authorizing a change in unbundled or Standard Offer rates prior to July 1,
2004, in the event of (a) conditions or circumstances which constitute an
emergency, such as an inability to finance on reasonable terms, or (b)
material changes in APS’ cost of service for Commission-regulated
services resulting from federal, tribal, state or local laws, regulatory -
requirements, judicial decisions, actions or orders. Except for the changes

otherwise specifically contemplated by this Agreement, unbundled. and
Standard Offer rates shall remain unchanged until at least July 1, 2004.

Section 7.1 ;

The Consumers Council opined that there was language in the Agreement which would {.
illegally bind future Commissions. While Staff disagreed with the legal opinion of the Consumers
Council, Staff was concerned with some of the binding language in the Agreement and in particular

with the follovﬁng language in Section 7.1: ' .

7.1.  To the extent any provision of this Agreement is inconsistent with any existing
+ or future Commission order, rule or regulation or is inconsistent with the Electric

g DECISION NO. .(a /973
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‘Competition Rules as now existing or as may be amended in the future, the provisions of
this Agreement shall control and the approval of the Agreement by the Commission shall
be deemed to constitute a Commission-approved variation or exemption to any
conflicting provision of the Electric Competition Rules.

Staff recommended the Commission not approve Section 7.1.
We share Staff’s concerns. We also recognize that the parties want to preserve their benefits
to their Agreement. We agree with the parties that to the extent any provision of the Agreement is

inconsistent with the Electric Competition Rules as finalized by the Commission in September 1999,

the provisions of the Agreement shall control. We want to make it clear that the Commission does

not intend to revisit the stranded cost portion of the Agreement. It is also not the Commission’s
intent tc; undermine the benefits that parties have bargained for. With that said, the Commission must
be able: to make rule changes/other future modifications that become necessary over time. As a
result, we will dire;t the parties and Staff to file within 10 days, a revised Section 7.1 consistent with
the CornmisSiqn’s discussions herein and subsequently approved by this Commission. .

Generation Affiliate |

Section 4.1 of the Agreement provides the following: -

4.1  The Commission will approve the formation of an affiliate or affiliates of APS
to acquire at book value the competitive services assets as currently required by the
Electric Competition Rules. In order to facilitate the separation of such assets -
efficiently and at the lowest possible cost, the Commission shall grant APS a two-year
extension of time until December 31, 2002, to accomplish such separation. A similar
two-year extension shall be authorized for compliance with A.A.C. R14-2-1606(B).

Related to Section 4.1 is Section 2.6(3) which allows APS to defer costs of forming the generati_on

affiliate, to be collected beginning July 1, 2004.

According to NEV Southwest, APS indicated that it intends to establish a generation affiliate
under Pinnacie West, niot under APS. Further, that APS intends‘ to procure generation for standard
offer customers from the wholesale generation market as provided for in the Electric Competition
Rules. Additionally, it was NEV Southwest’s understanding that the affiliate generation company
could bid for the APS standard offer load under an affiliate FERC tariff, but there would be no
automatic privilege outside of the market bid. NEV Southwest supports the aforementioned concepts
and recommended they be explicitly stated in the Agreement.

We concur with NEV Southwest. We shall order APS to include language as requested by

9 pecistonno. (/923
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NEV Southwest. Power for Standard Offer Service will be acquired in a manner consistent with the
Commission’s Electric Competition Rules. We generally support the request of APS to deér those
costs related to formation of a new generation affiliate pursuant to the Electric Competition Rules.
We also recognize the Company is m’aking a business decision to transfer the geheration assets to an‘
affiliate instead of an unrelated third party. As a result, we find the Company’$ proposed rﬁitigaﬁon
of stranded cdstss in the Settlement should also apply to the costs of forming the new generation
affiliate. Accordingly, Section 2.6(3) should be modified to reflect that only 67 percent of those costs
to transfer generation assets 1o an affiliate shall be allowed to be deferred for future collection.

Some parties were concerned that Sections 4.1 and 4.2 provide in effecf that the Commission
will have approved in advance any proposed financing arrangements associated with future transfers
of “competitive services” assets to an affiliate. As a result, there was a recommendation that the
Commission retain the right to review and approve or reject any proposed financing @gmeuts. In
addition, some parties expresscd concern that APS has not deﬁnitively described the assets it will |
retain and which it will transfer to an affiliate. | |

We share the concemns that the ﬁon-competitive portibn of APS not subsidiie the spun-off
competitive assets throﬁgh an unfair financial arran.gement. We want to make it clear that the
Commission will closely scrutinize the capital structure of APS at its 2004 rate case and maké any
necessary adjustments. The Cémmission supports and authorizes the transfer by APS to an affiliate
or affiliates of all its generation and competitive electric service assets as set forth in the Agreement
no later than December 31, 2002. However, we will require the Company to provide the Commission
with a specific list of any assets to be so transferred, along with their net book values at the time of
tzénsfer, at least thirty days prior to the actual transfer. The Commission reserves the right to verify
whether such specific assets are for the provision of generation and other competitive electric
services or whether there are additional APS assets that should be so transferred.

Unbundled Rates

Several parties expr‘esksed concern that the Agreement’s unbundled rat'f:s fail to provide the

" Agreement to not recover $183 million out of 2 claimed $533 million.

10 DECISIQNNO;/ 21973
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necessary information to determine whether a competitor’s price is lower than the Standard Offer

rate. Further, some of the parties asserted that APS has not performed a functional cost-of-service
study and as a result the Settlcment’s “shopping credit” is an artificial division of costs. In response, |
APS indicated the -Standard Offer rates can not be unbundled on a strict cost-of-service basis unless
tl'i.e.Stand.ard Offer rates’are‘ redesigned to equél cost-of-service. APS opiﬁed that suc.hb a process
would result in signiﬁcéni rate increases for many customers.

AECC asserted that a full rate case would result in additional months/years of delay with
continued drain of resources by all interested entities.

The ESPs asserted that the bill format proposed by APS is misleading and too complex In
general, the ESPs desired a bill format that would allow customers to easily compare Standard Offer
and Direct Access charges in order to make an informed decision. Asa fésult, APS was directed to
circulate an 'Infonnatiodal Unbundled Standard Offer Bill (“Bill”) to the parties for comments.
Subsequent to the hearing, a Bill was circulated to the parties for comments to determine what
consensus could be reached on its format. In general, there was httle dispute with the format of the
Bill. However, PG&E and Commonwealth dxsagreed with the undetlymg cost allocanon
methodologies. Enron was concerned that the Bxll portrayed the Standard Offer to be more s1mphstxc
than the Direct Access portion of the Bill. Enron proposed a bill format that would clearly identify
those services which are available from an ESP. Based on comments from RUCO and Staff, APS
made general revisions to the proposed Bill.

We find the APS Attachment AP-'_IR, second revised déted 8/16/99 provides sufficient
information in a concise manner to enable customers to make an informed choice. (See Attachment
No. 2 herein). However, we find the Enron breakdown into a Part 1 versus Parts 2 and 3 will further-
help educate customers as to choice. We will direct APS to further fevise its Bill to ha?e aPart1as
set forth by the Enron breakdown. We believe Parts 2 and 3 can be combined for simplicity.

We concur with APS that it is not necessary to file a revis;d cost-of-service study at this time.
The proposed Standard Offer rates contained in the Settlement are based on existing tariffs approved
by this Commission. Further, we concur with AECC that a full rate case with a revised cost-of-

service study would result in months/years of additional delay. Lastly, the Standard Offer rates 25

no pecisionno. (2 973
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proposed in the Settlement are consistent with the Commission’s requirement that no customer shall

receive a rate increase. The following was extracted from Decision No. 61677:

“No customer or customer class shall receive a rate increase as a result of
stranded cost recovery by an Affected Utility under any of these options.”

Code of Conduct .

- There were concerns expressed that APS would be wriling its own Code of Conduct.
Subsequently, APS did provide a copy of its proposed Code of Conduct to the parties for comment.
Several parties also expressed concern that any Code of Conduct would not cover the actions of a
single company during the two-year delay for transferring generaﬁon assets.

Based on the above, we will direct APS to file with the Commission no later than 30 days of
the date of this Deci'sidﬁ, its interim Code of Conduct. We will direct APS to vﬁle its revised Code of |
Conduct within 30 ciay_s of the date of this Decision. Such Code of Conduct should also include
provisions to govem the supply of generation during the two-yg:‘ar period of delay for the transfer of
generation assets so that APS doesn’t give itself an undue advqntgge over the ESPs. All parties shall
have 60 days from the date 6f this Decision to provide their comments to APS regafding thé fevised
Code of Conduct. APS shall file its final proposed Code of Conduct within 90 days of the date of this
Decision. Subsequently, within 10 daﬁ of filing the Code of Conduct, the Hearing Division shall

establish a procédural schedule to hear the matter.

Pursuant to the Agreement, the Commission shall approve an adjustment clause or clauses
which among other things would provide for a purchased power adjustor (“PPA™) for service after
July 1, 2004 for Standard Offer obligations. Part of the justification for ihe PPA was the fact that
these costs woula be outside of the Company’s control. |

| We concur that a PPA would result in less risk to the Company resulting in lower costs for
th: Standard Offer customers. As a result, we will approve the concept of the PPA as set forth in
Section 2.6(1) with the .undex;standing that the Coiruﬁiésion can eliminate the PPA once the 1 ..

Commission has provided reasonable notice to the Company.
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Reguested Wajvers ‘ _

. Section 4.3 of the Agreement would aﬁtematically aei to exempt APS and its affiliates from
the application of a wide range of provisions under A.R.S. Title 40. In addition, under Section 4.5 of
the Agreement, Commission approval without modification will act to grant certain waivers to APS
and its affiliates of a va‘riety‘ of the provisions of the Commission’s affiliate interest rules (A.A.C.
R14-2-801, et seq.), and the rescission of all or portions of certain prior Commission decisions.

Staff recommended that the Commission reserve its approval of the requested statute waivers
until such txme as their apphcabllxty can be evaluated on an industry-wide basis, rather than providing
2 blanket exemption for APS and its affiliates. Additionally, Staff recommended that the
Commission not waive the applicébility of A.A.C. R14-2-804(A), in order to presefve the regulatory
authoxit); needed byt the Commission to justify approving Exempt Wholesale Generator ("EWG")
status for APS’ generation afﬁlxate

We concur with Staﬁ' Accordingly, the requested statutory waivers shall not be granted by
this Decision. Those waivers will be considered in an industry-wide proceeding to be scheduled at

the Commission’s earliest convenience. The requested waivers of affiliate interest rules and

2-804(A) shall not be waived.
‘ ANALYSIS/SUMMARY

Consistent with our determination in Decision No. 60977, the following primary objectives ‘

need to be taken into consideration in deciding the overall stranded cost issue:

A. Provide the Affected Utilities a reasonable opportumty to collect 100 percent of their
unmitigated stranded costs;

B. Provide incentives for the Affected Utilities to maximize their mitigation effort;

C.  Accelerate the collection of stranded costs into as short of a transition period as
possible consistent with other objectives;

D. Minimize the stranded cost impact on customers remaining on the standard offer;

Don't confuse customers as to the bottomn line; and

13 ' pECISIONNO. (/9 3
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F. Have full generation competition as soon as possible.
The Commission also recognized in Decision No. 60977 that the aforementioned objectives
were in conflict. Part of that conflict is reflected in the following language extracted from

Decision No. 60977:

One of the main concerns expressed over and over by various consumer groups
was that the small consumers would end up with higher costs during the transition
phase and all the benefits would flow to the larger users. At the time of the hearing,
there had been minimal participation in California by residential customers in the
competitive electric market place. It is not the Commission’s intent to have small
consumers pay higher short-term costs in order to provide lower costs for the larger
consumers. Accordingly, we will place limitations on stranded cost recovery that will
minimize the impact on the standard offer.

Decxsxon No. 61677 modified Declsxon No. 60977 and allowed each Affected Utility to chose from
five options. ‘

~ With the modifications contained herein, we find the overall Settlement satisfies the
objectives set forth in Decision Nos. 60977 and 61677. We believe the Settlement will result in an

oi'derly process that will have real rate reductions® during the transition period to a conipetitive

generation market. The Settlement allows gvery APS customér to have the immediate opportunity to
benefit from the change in market structure whilelméintaining reliability and certainty of delivery.
Further, the Settlement in conjunction with the Electric Rules will prévide t;ery Ai"S customer with
a choice in a reasonable timeframe and in an orderly manner. If anything, the Proposed Settlement
favors customers over competitors in the short run since APS has agreed to reductions in rates
totaling 7.5 percent’. This Commission supports competition in the generation market because of
increased benefits to customers, including lower rates and greater choice. While some of the
potentiai competitdrs have argued that higher “shopping credits” will result in greater choir;e, we find
that a higher shopping credit would also mean less of a rate rediiction for APS customers. We find

that the Settlement strikes the proper balance betweenAcompeting objectives by allowing immediate

s There have been instances in other states where customcrs were told they would receive rate decreases which

were then offset by a stranded cost add-on.
? Pursuant to Decision No. 59601, dated April 24, 1996, 0.68 percent of that decrease would have occurred on July

1, 1999,
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rate reductions while maintaining a relatively short transitioﬁ period for collection of stranded costs,
followed shortly thereafter with a full rafe case. At that point in time the collection of stranded costs
will be completed and unbundled rates can be modified based upon an updated cost study.
* * * % * * * * * *

Having considered the entiré record herein and being fully advised in the premises, the

Commission finds, concludes, and orders that: ‘
FINDINGS OF FACT

1. APS is certificated to provide electric service as a public service corporation in the
State of Arizona. :

2. Decision No. 5§943 enacted R14-2-1601 through —1616, the Retail Electric
Competition Rules.

3. Following a hearing on generic issues related to stranded costs, the Commission issued

Decision No. 60977, dated June 22, 1998.

4. Decision No. 61071 adopted the Emergency Rules on a pennane'nt'b_asis.
5. On August 21, 1998, APS filed its Stranded Costs plan.
6. On November 5, 1998, APS filed the Staff Settlement Proposal.
7. Our November 24, 1998 Procedural Order set the matter for hearing.
8. Decision No. 61259 established an expedited procedural schedule for evidentiary

hearings on the Staff Settlement Proposal. - -

9. The Court issued a Stay of the Commission’s consideration of the Staff Settlernent
Proposal. | | | | |

10.  Staff withdrew the Staff Settlement Proposal from Commissi_én consideration.

11.  OnMay 17, 1999, APS filed its Settlement requesting Commission apbroval.

12.  Our May 25, 1999 Procedural Order set the Settlement for hearing commencing on
July 14, 1999. | |

13.  Decision No. 61311 (January 11, 1999) stayed the effectiveness of the Emergency
Rules and related Decigions, and ordered the Hearing Division to conduct further proceedings in this

Dockét.
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14, In Decision No. 61634 (Apnl 23, 1999), the Commission adopted modifications to
R14-2-201 through-207, -210 and 212 and R14-2-1601 through -1617.
15. Pursuant to Decision No. 61677, dated April 27, 1999, the Commission modified

Decision No. 60977 whereby each Affected Utility could choose one of the following options: (a)

Net Revenues Lost Méthodology; (b) Divestiture/Auction Methodology; (c) Financial Integrity
Methodology; (d) Settlement Methodology; and (e) the Alternative Methodology.
16.  APS and other Affected Utilities filed with the Arizona Superior Court various appeals

of Commission Orders adopting the Competition Rules and related Stranded Cost Decisions (fhe

“Outstanding Litigation™).

17.  'Pursuant to Decision No. 61 677, APS, RUCO, AECC, and ACAA entered into the
Settlement to resolve numerous issues, including stranded costs and unbundled tariffs.
18.  The difference between market based prices and the cost of regulated power has been
generally referred to as stranded costs.
19, Any stranded cost recovery methodology rmust balance the interests of the Affected
Utilities, ratepayers, and the move toward competition. | i
. 20.  All current and future customers of the Affected Utilities should pay their fa:r share of
stranded costs.
21.  Pursuant to the terms of the Settlement Agreement APS has agreed to the
modification of its CC&N in order to implement competitive retail access in its Service Temtory
22.  The Settlement Agreement provides for competitive retail access in APS’ Service

Territory, establishes rate reductions for all APS customers, sets 2 mechanism for stranded cost

'recovery, resolves contentious litigation, and therefore, is in the public interest and should be

approved.

23. The information and formula for rate reductions contained in Exhibit AP-3 Appended
to APS Exhibit No. 2 provides current financial support for the proposed rates. _

24, RUCO, ACAA, and AECC collectively, represent residential and non-residenﬁd,

customers. ' . B T i

25.  According to AECC, the Agreement results in higher shopping credits than in the Staff

16 " bEcHION NO. (o] Q 23
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Settlement Proposal as well as those offeredvby SRP.

26. The decremental approach for mefering and billing will not provide sufficient credits
for competitors to compete. |

27 _ Pursuant to the Settlement, customers will receive substantial rate reductions without
the necessity of a full rate case.

28.  An APS rate case would take a minimum of one yéar to complete.

'29.  ESPs that have been certificated have shown more of | an interest in sérﬁng larger |

business customers than residential customers.

30. _It is not in the public or customers’ interests to forego guaranteed Standard Offer rate
reductions in order to have a higher shopping credit. |

31._”’. The Settlement will permit competition in 2 timely and efficient manner and insure all
customers benefit during the transition period. N

32.  Based on the evidence presented, the FVRB and FVROR of APS is determined to be
$5,195,675,000 and 6 63 percent, respectlvely

33.  The terms and conditions of the Settlement Agreemcnt as modified herein are just and
reasonable and in the public interest.

CONCLUSIONS OF LAW

1. The Affected Utilities are public service corporations within the meaning of the
Arizona Constitution, Article XV, under A.R.S. §§ 40-202, -203, -250, -321, -322, -331, -336, -361, -
365, -367, and under the Arizona Revised Stafutes, Title 40, generally. |

2. The Commission has jurisdiction over the Affected Utilities and of the subject matter
contained herein. | |
| 3. Notice of the proceeding has bcén given i}n the manner prescribed by law.
4. The Settlement Agreement 2s modified herein is just and reasonable and in the public

interest and should be approved.

5. APS should be authorized to implement its Stranded Cost Recovery Plan as set forth

in the Settlement Agreement.

6. APS’ CC&N should be modified in order to permit competitive retail access in APS”

17 " pecisionno. (» /92T
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CC&N service teritory.

7. The requested statutory waivers should not be granted at this time. A proceeding
should be commenced to consider statutory waivers on an industry-wide basis. The other waivers
requested by APS in the Settlement should be granted as modified herein, except that the provisions
of A.A.C. R14-2-804(A) shall not be waived.

| ORDER

IT IS THEREFORE ORDERED that the Settlement Agreement as modified herein is hereby
approved and all Commission findings, apprc;vals and authorizations requested therein are hereby
granted. |

IT IS FURTHER ORDERED that Arizona Public Service Company’s CC&N is hereby
modified to permit competitive retail access consistent with this Decision and the Competition Rules. _

IT IS FURTHER ORDERED that within 30 days of the date of this Decision, Arizona Public |
Service Company shall file 2 proposed Code of Conduct for Commission approval. |

IT IS FURTHER ORDERED that Arizona Public Service Company shall file a revised

Settlement Agreement consistent with the modifications herein.

18 DECISIONNO. [/ 97,3
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. IT IS.FU'RTHER ORDERED that within ten days of the date the proposed Code of Conduct
is filed, th§ Héaﬁﬁg ‘Division shall issue a Procedural Order setting a procedural schedule for
consideration of the Code of Conduct.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.
| BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

TCHARRAN - COMMISSIONER ~COMMISSIONER

"~ IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Secretary of the Arizona Corporation. Commission, have
' hereunto set my hand and caused the official seal of the
mﬁssmn to be affixed at the Capitol, in the City of Phoenix,
dayo 1999,

DISSENT
JLR:dap
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Paul A. Bullis, Chief Counsel
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ATTACHMENT 1

SETTLEMENT AGREEMENT
© May 14, 1999

This settlement agreement ("Agreement”) is eatered into as of May 14, 1999, by
Arizona Public Service Company ("APS" or the "Company”) and the various signatories to
this Agreement (collectively, the “Parties™) for the purpose of establishing terms and
conditions for the introduction of competition in generation and other competitive services that
are just, reasonable and in the public interest.

INTRODUCTION

In Decision No. 59943, dated December 26, 1996, the Arizona Corporation
Commission (“ACC” or the "Commission") established a "framework" for introduction of
competitive electric services throughout the territories of public service corporations in
Arizona in the rules adopted in A.A.C. R14-2-1601 ez seq. (collectively, “Electric Competition
Rules” as they may be amended from time to time). The Electric Competition Rules :
established by that order contemplated future changes to such rules and the possibility of
waivers or amendments for particular companies under appropriate circumstances. Since their
initial issuance, the Electric Competition Rules have been amended several times and are
currently stayed pursuant to Decision No. 61311, dated January 5, 1999. During this time,
APS, Commission Staff and other interested parties have participated in a number of
proceedings, workshops, public comment sessions and individual negotiations in order to
further refine and develop a restructured utility industry in Arizona that will provide
meaningful customer choice in a manner that is just, reasonable and in the public interest.

This Agreement establishes the agreed upon transition for APS to a restructured
entity and will provide customers with competitive choices for generation and certain other
retail services. The Parties believe this Agreement will produce benefits for all customers
through implementing customer choice and providing rate reductions so that the APS service
territory may benefit from economic growth. The Parties also believe this Agreement will
fairly treat APS and its shareholders by providing a reasonable opportunity to recover
prudently incurred investments and costs, including stranded costs and regulatory assets.

Specifically, the Parties believe the Agreement is in the public interest for the
following reasons. First, customers will receive substantial rate reductions. Second,
~ competition will be promoted through the introduction of retail access faster than would have
been possible without this Agreement and by the functional separation of APS’ power
production and delivery functions. Third, economic development and the environment will
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‘ benefit through guaranteed rate reductions and the continuation of renewable and energy

efficiency programs. Fourth, universal service coverage will be maintained through APS’ low
income assistance programs and establishment of “provider of last resort” obligations on APS
for customers who do not wish to participate in retail access. Fifth, APS will be able to
recover its regulatory assets and stranded costs as provided for in this Agreement without the
necessity of a general rate proceeding. Sixth, substantial litigation and associated costs will be
avoided by amicably resolving a number of important and contentious issues that have already
been raised in the courts and before the Commission. Absent approval by the Commission of
the settlement reflected by this Agreement, APS would seek full stranded cost recovery and
pursue other rate and competitive restructuring provisions different than provided for herein.
The other Parties would challenge at least portions of APS’ requested relief, including the
recovery of all stranded costs. The resulting regulatory hearings and related court appeals
would delay the start of competition and drain the resources of all Parties.

NOW, THEREFORE, APS and the Parties agree to the following provisions -
which they believe to be just, reasonable and in the public interest:

TERMS OF AGREEMENT

ARTICLE I
IMPLEMENTATION OF RETAIL ACCESS

‘ 1.1. The APS distribution system shall be open for retail access on July 1,
- 1999; provided, however, that such retail access to electric generation and other competitive
electric services suppliers will be phased in for customers in APS’ service territory in
- accordance with the proposed Electric Competition Rules, as and when such rules become
effective, with an additional 140 MW being made available to eligible non-residential
~ customers. The Parties shall urge the Commission to approve Electric Competition Rules, at
~ least on an emergency basis, so that meaningful retail access can begin by July 1, 1999.
Unless subject to judicial or regulatory restraint, APS shall open its distribution system to
retail access for all customers on January 1, 2001.

v 1.2.  APS will make retail access available to residential customers pursuant to
its December 21, 1998, filing with the Commission.

) 1.3.. The Parties acknowledge that APS’ abxhty to offer retail access is
contingent upon numerous conditions and circumstances, a number of which are not within the
direct control of the Parties. Accordingly, the Parties agree that it may become necessary to
modify the terms of retail access to account for such factors, and they further agree to.address
such matters in good fzuth and to cooperate in an effort to propose joint resolutions of any such
Iatters.

N
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1.4. APS agrees to the amendment and modification of its Certiﬁcate(S) of
Convenience and Necessity to permit retail access consistent with the terms of this Agreement. ‘
The Commission order adopting this Agreement shall constitute the necessary Commission
Order amending and modifying APS' CC&Ns to permit retail access consistent with the terms
of this Agreement. I ’ - :

ARTICLE II
RATE MATTERS

2.1. The Company’s unbundled rates and charges attached hereto as Exhibit A
will be effective as of July 1, 1999. The Company’s presently authorized rates and charges shall -
be deemed its standard offer (“Standard Offer”) rates for purposes of this Agreement and the
Electric Competition Rules. Bills for Standard Offer service shall indicate individual unbundied
service components to the extent required by the Electric Competition Rules. _

2.2. Future reductions of standard offer tariff rates of 1.5% for customers
having loads of less than 3 MW shall be effective as of July 1, 1999, July 1, 2000, July 1,
2001, July 1, 2002, and July 1, 2003, upon the filing and Commission acceptance of revised
tariff sheets reflecting such decreases. For customers having loads greater than 3 MW served
on Rate Schedules E-34 and E-35, Standard Offer tariff rates will be reduced: 1.5%, effective
- July 1, 1999; 1.5% effective July 1, 2000; 1.25% effective July 1, 2001; and .75 % effective
July 1, 2002. The 1.5% Standard Offer rate reduction to be effective July 1, 1999, includes
the rate reduction otherwise required by Decision No. 59601. Such decreases shall become
effective by the filing with and acceptance by the Commission of revised tariff sheets reflecting = . ‘
each decrease. : - ' '

2.3. Customers greater than 3 MW who choose a direct access supplier must
- give APS one year's advance notice before being eligible to return to Standard Offer service.

2.4. Unbundled rates shall be reduced in the amounts and at the dates set
forth in Exhibit A attached hereto upon the filing and Commission acceptance of revised tariff
sheets reflecting such decreases.

2.5.  This Agreement shall not preclude APS from requesting, or the
Comrmission from approving, changes to specific rate schedules or terms and conditions of
service, or the approval of new rates or terms and conditions of service, that do not
significantly affect the overall earnings of the Company or materially modify the tariffs or
increase the rates approved in this Agreement. Nothing contained in this Agreement shall
preclude APS from filing changes to its tariffs or terms and conditions of service which are not
inconsistent with its obligations under this Agreement. '

‘ . 2.6. Notwitlutandiné the rate reduction provisions stated above, the
- Commission shall, prior to December 31, 2002, approve an adjustment clause or clauses which

3 @
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will provide full and timely recovery beginning July 1, 2004, of the reasonable and prudent
costs of the following:

(1)  APS’ “provider of last resort” and Standard Offer obligations for
- service after July 1, 2004, which costs shall be recovered only
from Standard Offer and "provider of last resort” customers;

(2)  Standard Offer service to customers who have left Standard Offer
service or a special contract rate for a competitive generation
supplier but who desire to return to Standard Offer service, which
costs shall be recovered only from Standard Offer and provxder '
of last resort” customers;

(3)  compliance with the Electric Competition Rules or Commission-
ordered programs or directives related to the implementation of
the Electric Competition Rules, as they may be amended from
time to time, which costs shall be recovered from all customers
receiving services from APS; a.nd .

C)) Commission—approved system benefit programs or levels not
included in Standard Offer rates as of June 30, 1999, which costs
shall be recovered from all customers recelving services from
APS.

By June 1, 2002, APS shall file an applicatior for an adjustment clause or clauses, togethef
with 2 proposed plan of administration, and supporting testimony. The Commission shall
thereafter issue a procedural order setting such adjustment clause application for hearing and
including reasonable provisions for participation by other parties. The Commission order
approving the adjustment clauses shall also establish reasonable procedures pursuant to which

‘the Commission, Commission Staff and interested parties may review the costs to be

recovered. By June 30, 2003, APS will file its request for the specific adjustment clause
factors which shall, after hearing and Commission approval, become effective July 1, 2004.

- APS shall be allowed to defer costs covered by this Section 2.4 when incurred for later fu_ll

recovery pursuant to such adjustment clause or clauses, mcludma a reasonable return.

2.7. ‘By June 30, 2003, APS shall file a general rate case with preﬁled
testimony and supporting schedules and exhibits; provided, however, that any rate changes :
resulting therefrom shall not become effective prior to July 1,.2004. v '

2.8.  APS shall notbe prevented from seeking a change in unbundled or
Standard Offer rates prior to July 1, 2004, in the event of (a) conditions or circumstances which
constitute an emergency, such as the inability to finance on reasonable terms, or (b) material
changes in APS’ cost of service for Commission regulated services resulting from federal, tribal,
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state or local laws, regulatory requirements, judicial .decision, actions or orders. Except for the
changes otherwise specifically contemplated by this Agreement, unbundled and Standard Offer ‘
rates shall remain unchanged until at least July 1, 2004.

REGULATORY ASSETS AND STRANDED COSTS -

_ 3.1.  APS currently recovers regulatory assets through July 1, 2004, pursuant
to Commission Decision No. 59601 in accordance with the provisions of this Agreement.

3.2. APS has demonstrated that its allowable stranded costs after mitigation
(which result from the impact of retail access), exclusive of regulatory assets, are at least $533
million net present value. -

-3.3. ' The Parties agree that APS should not be allowed to recover
$183 million pet present value of the amounts included above. APS shall have a reasonable
opportunity to recover $350 million net present value through a competitive transition charge
(*CTC™) set forth in Exhibit A attached hereto. Such CTC shall remain in effect until
December 31, 2004, at which time it will terminate. If by that date APS has recovered more
or less than $350 million net present value, as calculated in accordance with Exhibit B attached
bereto, then the nominal dollars associated with any excess recovery/under recovery shall be
credited/debited against the costs sub_;ect to recovery under the adjustment clause set forth in
Section 2.6(3). :

3.4. ’I‘he regulatory assets to be recovered under this Avreement after giving
effect to the adjustments set forth in Section 3.3, shall be amortized in accordance with’
- Schedule C of Exhibit A attached hereto.

3.5. Neither the Pamas nor -the Commission shall take any action that would
diminish the recovery of APS’ stranded costs or regulatory assets provided for herein. The
Company's willingness to enter into this Agreement is based upon the Comrmission’s
irrevocable promise to permit recovery of the Company’s regulatory assets and stranded costs
as provided herein. Such promise by the Commission shall survive the expiration of the
Agreement and shall be specifically enforceable against this and any future Commission.

ARTICLE IV
'CORPORATE STRUCTURE
4.1. - The Commission will approve the formation of an affiliate or affiliates of
APS 10 acquire at book value the competitive services assets as currently required by the

Electric Competition Rules. In order to facilitate the separation of such assets efficiently and
at the Jowest possible cost, the Commission shall grant APS a two-year extension of time until
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‘Decémber 31, 2002, to accomplish such separation.” A similar two-year extension shall be
authorized for compliance with A.A.C. R14-2-1606(B). : -

4.2. Approval of this Agreement by the Commission shall be deemed to.
constimte all requisite Commission approvals for (1) the creation by APS or its parent of new
corporate affiliates to provide competitive services including, but not limited to, generation
sales and power marketing, and the transfer thereto of APS’ generation assets and competitive
services, and (2) the full and timely recovery through the adjustment clause referred to in
Section 2.6 above for all of the reasonable and prudent costs so incurred in separating
competitive generation assets and competitive services as required by proposed A.A.C. R14-2-

1615, exclusive of the costs of transferring the APS power rmarketing function to an affiliate.
The assets and services to be transferred shall include the items set forth on Exhibit C attached
hereto. Such transfers may require various regulatory and third party approvals, consents or
waivers from entities not subject to APS’ control, including the FERC and the NRC. No Party
to this Agreement (including the Commission) will oppose, or support opposition to, APS
requests to obtain such approvals, consents or waivers. ‘ :

4.3, Pursuant to A.R.S. § 40-202(L), the Commission's approval of this
Agreement shall exempt any competitive service provided by APS or its affiliates from the .
application of various provisions of A.R.S. Title 40, including A.R.S. §§ 40-203, 40-204(A),
40-204(B), 40-248, 40-250, 40-251, 40-285, 40-301, 40-302, 40-303, 40-321, 40-322, 40-331,
40-332, 40-334, 40-365, 40-366, 40-367 and 40-401. = _ v

_. " 4.4, APS’ subsidiaries and affiliates (including APS" parent) may take
advantage of competitive business opportunities in both energy and nop-energy related
businesses by.establishing such unregulated affiliates as they deem appropriate, which will be
free to operate in such places as they may determine. The APS affiliate or affiliates acquiring
APS' generating assets may be a participant in the energy supply market within and outside of
Arizopa. Approval of this Agreement by the Commission shall be deemed to include the
following specific determinations required under Sections 32(c) and (k)(2) of the Public Utility
Holding Company Act of 1935: ‘

APS or an affiliate is authorized to establish a subsidiary company‘, which will o -
seek exempt wholesale generator (“EWG”) status from the Federal Energy :

Regulatory Commission, for the purposes of acquiring and owning Generation

Assets,

The Commission has determined that allowing the Generation Assets to become
“eligible facilities,” within the meaning of Section 32 of the Public Utility
Holding Company Act (“PUHCA"), and owned by an APS EWG affiliate

(1) will benefit consumers, (2) is in the public interest, and (3) does not violate
Arizona law. '
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The Commission has sufficient regulatory authority, resources and access to the
books and records of APS and any relevant associate, affiliate, or subsidiary
company to exercise its duties under Section 32(k) of PUHCA.

APS will purchase any electric energy from its EWG affiliate at market based

rates. This Commission has determined that (1) the proposed transaction will

benefit consumers and does not violate Arizona law; (2) the proposed

transaction will not provide APS’ EWG affiliate an unfair competitive advantage

by virtue of its affiliation with APS; (3) the proposed transaction is in the public
. interest.

The APS affiliate or affiliates acquiring APS’ generating assets will be subject to regulation by
~ the Commission, to the extent otherwise permitted by law, to no greater manner or extent than
that manner and extent of Commission regulation imposed upon other owners or Operators of

generating facilities.

4.5. The Commission’s approval of this Agreement will constitute certain
waivers to APS and its affiliates (including its parent) of the Commission’s existing affiliate
interest rules (A.A.C. R14-2-801, ef seg.), and the rescission of all or portions of certain prior
Commission decisions, all as set forth on Exhibit D attached hereto.

4.6. The Parties reserve their rights under Sections 205 and 206 of the
Federal Power Act with respect to the rates of any APS affiliate formed under the provisions of
this Article IV.

~ ARTICLEYV
WITHDRAWAL OF LITIGATION
5.1.  Upon receipt.of a final order of the Commission approving this

Agreement that is no longer Sub_]ect to judicial review, APS and the Parties shall withdraw with
prejudice all of their various court appeals of the Commission’s competition orders.

, - ARTICLE VI
APPROVAIL BY THE COMMISSION

6.1. This Agreement shall not become effective until the issuance of 2 final
Commission order approving this Agreement without modification on or before August 1,
1999. In the event that the Commission fails to approve this Agreement without modification
according to its terms on or before August 1, 1999, any Party to this Agreement may withdraw
from this Agreement and shall thereafter not be bound by its provisions; provided, however,
that if APS withdraws from this Agreement, the Agreement shall be null and void and of no

~ further force and effect. In any event, the rate reduction provisions of this Agreement shall not
take effect until this Agreement is approved. Parties so withdrawing shall be free to pursue

7 .
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their respective positions without prejudice. Appm';al of this Agreement by the Commission
shall make the Commission a Party to this Agreement and fully bound by its provisions.

6.2. The Parties agree that they shall make all reasonable and good faith
efforts necessary to (1) obtain final approval of this Agreement by the Commission, and (2)
ensure full implementation and enforcement of all the terms and conditions set forth in this
Agreement. Neither the Parties nor the Commission shall take or propose any action which
would be inconsistent with the provisions of this Agreement. All Parties shall actively defend
this Agreement in the event of any challenge to its validity or implementation.

ARTICLE YII
MISCELLANEQUS MATTERS

7.1.  To the extent any provision of this Agreement is inconsistent with any
existing or future Commission order, rule or regulation or is inconsistent with the Electric
Competition Rules as now existing or as may be amended in the future, the provisions of this
Agreement shall control and the approval of this Agreement by the Commission shall be
deemed to constitute a Commission-approved variation or exemption to any conflicting
provision of the Electric Compctition Rules. ‘

7.2.  The provisions of this Agreement shall be implemented and enforceable
notwithstanding the pendency of a legal challenge to the Commission's approval of this
Agreement, unless such mplemcntzmon and enforcement is stayed or enjoined by a court
having jurisdiction over the matter. If any portion of the Commission order approving this
Agreement or-any provision of this Agreement is declared by a court to be invalid or unlawful
in any respect, then (1) APS shall have no further obligations or liability under this .
Agreement, including, but not limited to, any obligation to implement any future rate
reductions under Article II not then in effect, and (2) the modifications to APS’ certificates of
convenience and necessity referred to in Section 1.4 shall be automatically revoked, in which
event APS shall use its best efforts to continue to provide noncompetitive services (as defined
in the proposed Electric Competition Rules) at then current rates with respect to customer
contracts then in effect for competitive generation (for the remainder of their term) to the
extent not prohibited by law and subject to applicable regulatory requirements.

7.3. The terms and proirisions of this Agresment apply solely to and are
binding only in the context of the purposes and results of this Agreement and none of the
positions taken herein by any Party may be referred to, cited or relied upon by any other Party ..
in any fashion as precedent or otherwise in any other proceeding before this Commission or
any other regulatory agency or before any court of law for any purpose except in furtherance
of the purposes and r:sulrs of this Agreement. .

7.4. This Aareemcnt represents an attempt to comprormse and settle disputed
claims revardmc the prospective just and reasonable rate levels, and the tcrms and conditions

3
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of competitive retail access, for APS in a manner consistent with the public interest and
applicable legal requirements. Nothing contained in this Agreement is an admission by APS
that its current rate levels or rate design are unjust or unreasonable. '

“7.5.. As part of this Agreement, APS commits that it will continue the APS
Community Action Partnership (which includes  weatherization, facility repair and replacement
bill assistance, health and safety programs and energy education) in an annual amount of at
least $500,000 through July 1, 2004. Additionally, the Company will, subject to Commission
approval, continue low income rates E-3 and E-4 under their current terms and conditions.

7.6.  APS shall actively support the Arizona Independent Scheduling
Administrator (“AISA") and the formation of the Desert Star Independent System Operator.
~ APS agrees.to ‘modify its OATT to be consistent with any FERC approved AISA protocols.
The Parties reserve their rights with respect to any AISA protocols, including the right to
challenge or séek modifications to, or waivers from, such protocols. APS shall file changes to
its existing OATT consistent with this section within ten (10) days of Commission approval of
this Agreement pursuant to Section 6.1.

7.7. Within thirty (30) days of Commission approval of this Agreement

.- pursuant to Section 6.1, APS shall serve on the Parties an Interim Code of Conduct to address

inter-affiliate relationships involving APS as a utility distribution company. APS shall
voluntarily comply with this Interim Code of Conduct until the Commission approves a code of
conduct for APS in accordance with the Electric Competition Rules that is concurrently
effective with codes of conduct for all other Affected Utilities (as defined in the Electric .

- Competition Rules). APS shall meet and confer with the Parties prior to serving its Interim
Code of Conduct. .

7.8. In the event of any disagreement over the interpretation of this
Agreement or the implementation of any of the provisions of this Agreement, the Parties shall
promptly convene a conference and in good faith shall attempt to resolve such disagreement.

7.9. The obligations under this Agreement that apply for a specific term set
forth herein shall expire automatically in accordancc with the term specxﬁed and shall require
- no further action for their expiration. '

7.10. The Parties agree and recommend that the Commission schedule public -
meetings and hearings for consideration of this Agreement. The filing of this Agreement with
the Commission shall be deemed to be the filing of a formal request for the expeditious
issuance of a procedural schedule that establishes such formal hearings and public meetings as
may be necessary for the Commission to approve this Agreement in accordance with

T\.’.'FTC‘TI'\\Y \'f\ /- /’O 7 2.
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Exhibit A
§/10/99
‘ DA-
‘ L 1IC DELIVERY RATES Rl
ARIZON A PUBLIC SERVICE COMPANY A.C.C. No. XXX )
¢, Aizons  Taniff or Schedule No. DA-R1
Filed by: Alan Propper o . Original Tariff
Tide: Dirsctor, Pricing and Regulation : ' EZzetiver XK XX 1999
DIRECT ACCESS ' ’
{D SERVIC
AVAIT ABILITY

This rate schedule is available in all centificated retail delivery serviee testitory served by Company and where facilities of adequate c:psmy and the
fequired phase and suitable valtage are adjacent to the premises served. :

APPLICATION

This rate schedule is applicable to customers recsiving electric energy on 3 direct access basis fom any s=nifieated Eleciric Semee Pruvtdr.-: (ES?)
as defined in AAC. R14-2-1603. This rate schedule is appficable only 10 elecric delivery required for residential purposes in individual private dwellings and
in indivicually metered aparuments when such servics is supplied at one poiat of delivery and measured through ore meter.  For those dwellings and aparunents.
where slectic umahuhmnany mmmwﬁmmwnmd‘ﬂum wag mllcdpm: to awuerhamgorsp-:ehanngnu
schedule na longer in effect, medmcmeammrd by such meters shall be combined for billing purpees.

This rate schedule shall become effective as defined in Company's Terms and Conditions for Direct Acsess (Schedule 210.) -
"PE OF SERVIC LA
Service shall be single phag 60 Hertz, at one standard voltage (1207240 or 1207208 as muay be uleaadby customer subject ta avx'hbdx:yauhz

customer's premise). Three phase servics is fumnished under the Compmf: Conditions Govemmg Exteasions of Elesric Distibution Lines and Servicss
(Schedale =3). Transformation eqmpm:nt is included in cost of extension. Thres phase sema: is required Eor moters of an individual rated capasity of 7-lf2

HP or mere.

ke

hS G M

All customers shail comply with the terms and conditions for load profiliag oc’hourly metering specified in Schedule 410,
MON ;B ‘ ' . '

The monthly bill shall be the y:u.:r of the amount enmﬁuted under A or B. below, including t§e applicable Adjustments.

& RATE

May - October Billing Cycles (Summer):

Basic Competitive
Delivery System Traasition
Service Distribution Benefits Charge
S'month 3$10.00 .
All kWh 50.04152 S0.00L13 50.00930
November ~ April Billing Cycles (Winter):
Basic ’ Competitive
Delivery System Transition
Service Distribution Benefits Charge
S/month - $10.00 : . .
All kWh $0.03518 $0.00115 $0.00930
B MINTMEAL § 10.00 per moath

DECISION NO. M
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DA-R1

A.C.C. No. X00XX
Page20f2
ADJUSTME) .
1. When Metering, Meter Reading or Consolidated Billing are provided by the Customer's ES?, the monthly bill will be credited as
follows:
Meter 5130 permonth
Meter Reading 50.30 per month
Billing $0.30 per month

2. The moathly bill is also subjest w the applicable proportionsie part of any taxes, or governmental impasitions which are or may in
the fusre be 233¢3sed on the basis of gross revenues of e Compaay sad/ar We price or rzvenue fom the elestric service sold sad/oe
the volums of energy delivered or purchased for sale apd/or sold hereundes.,

SERVICES FROM CERTIFICATE CTRIC SERVICE PROVIDERS

Customers served under this rate schedule are responsible for acquiring th«nr own generation and aay u‘l:se required competitively :'uppliefi sema
from an ESP, The Company will provide aad bill its transmixsion and ancillary servicss on ruies approved by the .-eder.:l Eae.rgy Regulatory C.:orxmsnon to .
the Scheduling Coordinator who provides vansmission service to the Customer's ESP. The Customer’s ESP must submit a Direct Access Service Request
pursuant to the terms and conditions in Schedule 210, ) ’

N-S N MS AND COND{TION:

Customers served under this rate schedule who have on-site generation coaneczed to'the Company’s elezrical delivery gri d shall enter into an
Agreement for [aterconsection with the Company which shall establish all pertinent details related 1o interconnection and other required service standards, The
Customer does not have the option ta sell power and energy to the Company under this tarift '

TERMS AND COND{TIONS .
“This rate schedule s subject to the Company’s Terms and Canditions for Standard Offer and Direct Aczess Services (Schedule #1) and Schedule

#10. These schedules bave provisions that may affect customer”s moathly bill,

b de K @
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Exhibit A
: : . 5/10/99
. D
' ELECTRIC DELIVERY RATES A-GS1
ARIZONA PUBLIC SERVICE COMPANY A.C.C. No, XXXX
PRoemix, Art Tarif or Schedule No. DA-GS1
Filed by: Alan Propper . Original Tariff
Tite: Director, Pricing and Regulation . _ . Effective: JOXX 3O 1999

DIRECT ACCESS

AVAILABILITY . '

This raze schecule is available in all centificated retail delivery servicz trvitory served by Company atall paines where facilities of adequate cpasity
and the required phase and suitable voltage are adjacent to the premisss served. '
APPLICATION

" This rate schedule is applicable to customers recsiving decric energy o 3 direct access basis Som any cenificated Electric Service Pravider (ESP) -
as defined in ALA.C. R14-2-1603. This rate schedule is applicable 1o all eleciric service required when such servics is supplied a2 one point of defivery and
measured through one meter. For those customers whase electricity is defivered through mars than one meter, service for each meter shall be computed
separately under this rate unlass conditicns in accordasce with the Company's Schedule 44 (Totalized Metering of Multiple Service Entrance Sections At
Single Premise for Standard Offer and Direcx Access Service) are met. For those service locations whers elecuric service has historically been measured through -
twe meters, when one of the meters was installed pursuant to'a water heating rate schedule no longer in effecy, the electric service measursd by such meters shall
be combined for billing purposes, : : ‘

This rate schedule shall become efective a3 defined in Company’s Terms and Conditions for Direct Access (Schedule #10).
This rate schedule is not applicable to residential service, resale sarvice or direct acoess service which qualifies for Rate Schedule DA-GS 10.
TYPE OF SERVICE |
Service skall be single or three phase, 60 Hertz, umnﬁdriwlu;eumykn!mdb}mﬂbjmh availahility at the customer's -
premise. Three phase service is furnished under the Company’s Conditions Goveming Extensions of Electric Distribution Lines and Services (Schedule ¥3).
ransformation equipment is included in cost of exxension. Three phase service is oot furnished for motors of aa individual rated capacity of less thaa 7-1/2 HP,
¢ for existing Bciliies or where total aggregate HP of all connected theee phase motars exceed 12 HP, Three phase service is required for motors of an
ividual rated capacity of more than 7-1/2 HP. ]
{ETERIN MENTS
All customers shall comply with the terms and conditions for load profiling or hourly metering specified in the Company's Schedule #10.
MONTHLY BILL ‘ '
The monthiy bill shalf be the greater of the amount computed under A. o B. below, including the applicable Adjustments.

A RATE

June ~ Ocober Billing Cycles (Summer):

Delivery Syzem | Trnsition
Service | Disribution | Benefits Charge

S moath S12.30

Per kW over § 0.721 .

Per kWh for the -

first 2.500 kWh $0.04255

Per k\Wh for the

next 100 kWh per $0.04255

kW gver §

Per kWh for the

nex $2.000 kWh 50.02901

Per kW for all

dditional kWh s0.01811

Perall KWh S0.00115

Perall kW ]
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A,_RATE (continued) :
November - Mazy Billing Cycles (Winter): ‘
Basic Competitive
Delivery System |  Transition
| Service | Distibution Benefits Charge
S/month $12.50
Per kW over § $0.652
Per KW for the _ )
first 2.500 kWh so.3827
Per kWh for the
next 100 kWh per 50.03827
kW over §
Per kWh for the
next 42,000 kWh 50.02600
Per kWh for all
additional kWh \ 50.01614 .
Per all kWh . .| so.001l$
Per alt kW S2.43 .
SRIMARY, NSMISSION LE VICE:
1.  For customers served a2 primary vaoltage (12.5%V to below 63k V), the Distribution charge will be discounted by 11.6%
2. For customers served az transmission voltage (69KV or higher), the Distribution charge will be discouated 52.6%.
3. Pursuantto A.AC. R14-2-1612.K 11, the Company shall retain ownership of Current Transformers (CT's)
and Pokential Transformers (FT"s) for those customers taking service at voltage levels of more than 25kV.
For customers whose metering services are provided by an ESP, a monthly facilities charge will be billed, in
addition to all other applicahie charges shown above, 33 determined in the service contract based upon the
Compmfseauofcrmdnmﬁy.uninmandopenﬁau. :
MINATION OF KW ' B
The kW used for billing purposes shall be the average kW supplied during the 15-minuts period of maximum use
hﬁng&emn&xuda«mhud&mmﬁnpuﬁhe delivery meter, . ‘

MINTMUR

S12.50 plus $1.74 for each kW in excess of five of cither the highest kW established during the 12 months ending with the current moath
or the minimum kW specified in the agreemen: for servics, whichever is the greater. :

ADJUSTMENTS
i. When‘ Metering, Meter Reading or Coasolidated Billing ace prﬁvided by the Customer’s ESP, the monthly bill will be credited as
follows:
Meter 54,00 per month
Meter Reading  50.30 per month
Billing $0.30 per month

2. ' The moathly bill is also subject to the applicable proportionate part of any taxes, or govzmmental impositions which are or may in
- the future be axsessed on the basis of gross revenues of the Compary and/or the price or reveaue from the electric serviee sold and/ar

the volume of energy delivered ar purchased for sale and/or sold hersunder.
VICES AC M IFICA CTRIC SERVICE PROVIDERS

Custamers served under this rate schedule are responsible for acquiring their own generatiun and any other required competitively supplied services
from an ESP or under the Company's Open Access Transmission Tarifl The Company will provide and bill its transmission and ancillary services on fates
approved by the Federal Energy Regulatory Commission to the Scheduling Coordinator who provides transmission service to the Customer’s ESP. The
Customer's ESP must submit a Direct Ausess Service Request pursuant 1o the terms and éonditions in Schedule #10. .

(FONTRIUED N PATED peczszon vo. [ /@73 .
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‘ON-SIT'EG RATION TERMS AND CONDITIONS

Customers served under this raze sshedule who have an-sits generation conneced to the Company's electrica! delivery grid shall enter into an
Agreement for Interconnection with the Compasnty which shall estblish all pertinent dezails relazed 13 interconnection and other required service standasds, The
" Customer does not have the aption 1o sell power and encrgy 1o the Company under this tariff, : :

c CT (0]
0-1999kW: As provided in Company's standard agreement fer service, . - )
2,000 kW and abave: Teree (3) years, or loager, at Company's aption fer initial periad when construction is required. One (1) yer. or

longer, at Company’s aptica when conzruction is act required.

MS AND CO ONS

... This rate schedule is subjest o Company’s Terms and Conditions for Standard OFs and Direct Aceess Servics (Schedule #1) and the Company's
.. Schedule #10. These Schedules have provisiers that may affect customer"s moathly bill.

DECISION N«;ﬂ/p / 97 7




Séction 6.1 and that afford interested parties adequate dpportﬁnity to comment and bé heardon
the terms of this Agreement consistent with applicable legal requirements. - ‘

DATED at Phoenix, Arizona, as of this 14th day of May, 1999.

By %)wﬁ%ﬂinw B@MZ/’/

Title D[f'L-LCTOﬂ ' é/ /QZ JI 0/607 ’DZ///«’/y’ ¢-%(/

£

(Party)

By (Eé—rv By
7 ,

_' Title

ARIZONANS FOR ELECTRIC CHOICE (Party)
AND COMPETITION ¥a coalition of
companies and associations in support of
competition that includes Cable Systems

International, BHP Copper, Motorola, By
Chemical Lime, Intel, =g, Honeywell,
Allied Signal, Cyprus Climax Metals, Asarco, Title

Phelps Dodge, ¥seax, Homebuilders of

Central Arizona, Arizona Mining Industry

Gets Our Support, Arizona Food Marketing

Alliance, Arizona Association of Industries,

Arizona Multi-housing Association, Arizona

Rock Products Association, Arizona Restaurant (Party)
Association, AR Shetrer e

Goawasese; and Arizona Retailers Association. %K

@:@ fkjm;/ By

- Title _ r;/ﬂ}/,«nw Titl

10 _—
E-Af@r\ \S ytol f Q(;\f\m{-w\\w\n“"w /\ﬁ/-wm/

AI?-\ . 1 O ﬂ ) -

DECfSION NOL:(G;/ q -7:3 : ‘
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: | | - Exhibit A
, 5/10/99
‘ , DA
‘ c v A-GS10
ARIZONA PUBLIC SERVICE COMPANY AC.C. No. XX
Phocix, Ast Tariff or Schedule No. DA-GS 10
Filed by: Alin Propper Original Tl
Title Director, Pricing and Regulation ) v Effective: XOCKX XX, 1999
DIRECT ACCESS
[ARGE G SERVIC
AVALABILITY

This rate schedule is svailable in all certificated retail delivery servics teritory served by Campany at all points where fcilities of adequate epasity

and the requsired phase and suitabie voltage are adjacent to the premises served, .

APPLICATION
. This rate schedule'is applicable to customery receiving electric energy on a direct accass basis Sem any certificated Electric Service Provider (ESP)
: a3 defined in AAC. R14-2-1603, This rate schedule is applicable only to customers whoss monthly maximum dersand is 3,000 kW or more for three (3)
consecutive months in aay continuous twelve {12) month period ending with the curreat moath, Service must be supplied at one point of delivery and measured
through one meter unless otherwise specified by individual customer contract, Foc those cunamers whose eleswicity is deliversd through more than one meter,
service for each meter shall be computed separately under this rate unlexs conditions n u:orduu_wi‘h the Company's Schedule #4 (Totalized Metering of .
Mulu'pleS«yin:mmn:s&y-m[«mﬁ:dmmm)mm . . )
“This rate schedule i nat applicable to resale sarvice.
“This rate schedule shall become efective a3 defined in Company's Terms and Conditiors for Direst Acess (Schedule #10).

TYPEOF SERVICE'
Service shall be three phas; 60 Herez, a2 Company’s standard voitages that are available within ke vicinity of customer's premise.

‘ All customers shall comply with the terms and conditions for hourly metering specified in Schedule 310.

MONTHLY BILL

The monthly bill shall be the greater of the amount computed uader A. or B. below, including the applicable Adjustments.

A _RATE

Basic Compeﬁ!iv:
Delivery ) System _ Transition
Service Distribution Benefits Charge
S/month $2.430.00
per kW $.53 si82
per kKWh 50.00999 $0.0011S -

PRIMARY AND TRANSMISSION LEVEL SERVICE:

1. Forulﬂnmc:meduprizmqvolh'e(lvkvwdeGSRV).&eDﬁMﬁdﬂry&m’ﬂhWW&Ws
2. For customers served al transmission voltage (§9kV oc higher), the Distributicn charge will be discounted 36.7%.
3. PamnmhMC.Rl#l-lﬂlmll.hCmmmehmﬁpomeTﬂmfm
(C["s)md?;unﬁdTnmfm(Fﬁ)fmeukhgmieuwhgemefm
than 25 kY. For customers whose metering services are pravided by an ESP, 2 monthly facilities charge
\vmbebill&h%ﬁmbﬂ“wﬁdk@pm%u&wﬁdhhm
mwumwcmmy'smdﬂandﬂewdp.mhmmdmim T

R) ON OF KW

The kW used for billing purposes shall be the preater ot

L. The kW used for billing purposes Mlbeth::ver:gek\vmpplied&nin;ﬂifli-ndmu period {or other peviod as specified by
B indiv-idndm‘s«m}of«gﬁmumm&ﬁnghmu&udemnmdhumdhpaf:hedcﬁvwm.

‘i‘;@'

‘ 2 The minimum kW specified in the agreement for service or individual customer contract,

[.10A2
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B MINIMUM
$2.430.00 per month plus 51.74 per kKW per month.

ADJUSTMENTS

1. - When Metering, Meter Reading or Consolidsted Billing are provided by the Customer's ESP, the monthly bill will be eredited as

follows: _
Meter . $55.00 per manth
Meter Reading S 0.30 per month
Billing $ 030 per month

2.  The moathly bill is alsa ;ubj:e: 10 the applicabls propartionate part of any taxes, or governmental impasitions w!:xich are o may in
the funice be assessed on the basis of pross revenues of the Company and/or the price or ravenue from the elestric service sold and/or

the voiume of energy deliversd or purchased for sale and/or sold hercunder.
RVICES RED FROM CERTIFIC ! C SERVICE PROVIDE

Customers served under this rate schedule are respansible for acquiring their own generatian and any ather required competitively supplied services
fom aa ESP. T he Company will provide and bill its transmission and ancillary servicss on rates approved by the Federal Enecgy Regulatary Commissian to
the Scheduling Coordinator who provides transmission service o the Customer’s ESP. The Customer’s ESP must submit a Direct Access Service Request
pursuant & the terms and canditions in Schedule #10. ' ‘

0

ON-STTE GEVERATION TERMS AND COND{TIONS

. Customers served under this rate schedule who have on-site generation connected ta the Company”s slectrical delivery p:id shall enter intoan
Agroement for ntercoanection with the Company which shall esuablish all pertinent details relazed to interconnection and other required service standards, The
Cumdoan«have!heoptionmscﬂpowermdmgywtheConpmyundedthﬁ ‘

% CONTRACT PERIOD
4iFF )

NS

For service locations in:

a) lsolated Areas: Ten (10) years, or longer, at Company's a,;_nion. with standard seven (7) year termination period
b) Other Arcas: Three (3) yeass, or longer, at Company’s option.

TERMS AND CONDITIONS

This rate schedule is subject to C'ompan)'s Terms and Conditions for Standard Offer and Direct Acsess Servies (Schedule #1) and the Company’s
Schedule =10, These schedules have provisions that may affect customer's monthiy bill

/ 102
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Exhibit A
5/13/99
. D
. cD v A-GS11
ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. XXXX
Phoetix, Art . Tanf or Schedule No, DA—GS![
Filed by: Alan Propper ) : Criginal Tariff
Title: Director, Pricing and Regulaiioa , ) EJectives JOCX XX, 1999
DIRECT ACCESS '
RALSTON PURINA
AVAILABILITY

This rate schedule is availabie in all certificated retail delivery service territary served by Campany at all points where facilities of :d:qu.ue capacity
and the required phase and suitable voltage are adjacent to the premises served.

APPLICATION
This rate schedule is applicable only to Ralston Purina (Site #863970289) when it receives electric energy on a direc access basis from any

certificated Eléctric Service Provider (ESP) as defined in ALA.C. R14-2-1603. Service must be supplied as specified by individual custamer contract and the

Company's Schedule ¥4 (Totalized Metering uf V(uluple Service Entrance Sections Al a Single Premise for Sund.:rd Otfer and Direct Aceess Service),

This rate schedule is not applicable ta resale service.

* This rate schedule shall become effective as defined in Company’s Terms and Conditions for Direst Acgess (Schedule 410},
o] VIC
Service shall be three phase, 60 Harrz, a2 125 kV.
METERING REQUIREMENTS

D : shatl ty with the terms and conditipns for hourly metering spesified in Schedule 410,

'- ' 'ﬂxe mouathly bill shall be the m of the amount computed under A ar B. below, including the applicable Adjustments,

A _RATE
Basic Competitive
Delivery System Transition .
Service Distribution Benefits Charge
S/month $2.430.00 .
kW 5258 S1.86 .
kWh $0.00732 50.00115
ATION OF KW

The kW used for billing purposes shall be the greater off

"l The kW usad for h'lhng purposes shall be the average kW supplied during the 1 S-minute period (or ather pariod as spesified by
individual customer’s contrac?) ofmm during the month, 23 determined from readings of the delivery meter,

2 mmwmum KW specified in the lma!l for servics or individual customer contract.
B._MINIMUM
$2,430.00 per month plus S1.74 per kW per month.

ADIUSTMENTS

1. When Metering, Meter Reading or Consolidated Billing are provided by the Customer's ESP, the monthly bill will be credited a3

follows:
’ Meter $55.00 per month
Meter Reading S 0.30 per month
Billing S 0.30 per month
‘ 2 The monthly bill is also subject to the applicable proportionate part of any uxes, or governmental impositions which are oc may in
the future be assezsed on the basis of £TOss revenuds of the Company and/or the price or revenue from the elestrc service soid and/or
the volume of energy delivered or purchased for ssle and/for sold hereunder.
' ' 1n—z
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_s_;g\TCES ACOUTRED FROM CERTIFICATED ELECTRIC SERVICE PROVIDERS

Customer is responsible for acquiring its own generation and any other required competitively supplied services from an ES?. T he Company will
provide and bill its transmissicn and ancillary services on rates approved by the Feder.d. Enery Regulatary Cc.:mnﬁ:siun ta the Scheduling Coardinator who
vides traasmissian service to the Customer’s ESP. The Customer's ESP must submit 2 Direct Access Servic Request pursuant o the lerms and conditions

ta Schedule =10. '

ON-STTE GENERATION TERMS AND CONDITIONS

If Customer has on-site generation connected to the Company's elecuical delivery grid, it shall enter into an Agreement far Intereonnection with the
Coapany which shall establish all pertinent details related to interconnestion 2nd other required servics standards  The Custamer does nct have the option to

szil power 30d energy to the Company under this il

\{S AND CO! O

This rate schedule is subject to Company’s Terms and Canditions for Sunc.!:rd Offer and Direct Asssss Service (Schgdule #1) and the Company's
Schecule 210. These schedules have provisions that may affest custamer's monthly bill. :

e 2
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Exhibit A
5/13/99
: DA-GS12
’ ELECTRIC DELIVERY RATES
|
ARIZONA PUBLIC SERVICE COMPANY AC.C. Na, X0CK
Phomix, Arizona Tari¥ or Schedule No. DA-GS 12
Filed by: Alan Propper Original Tariff
Title: Directer, Pricing and Regulation ESzcuive: XOOX XX, 1999
ACCESS
BHP COPPER

AVAILABILITY

This rate schedule s available in all certificatad rr.'.nl ddwery service territory served by Company az ail points where fanlms of adequate capacity
and the required phase and suitable voltage are adjicent to the premises served,

3L ICATION
This rate schedule is applicable only to BE{P Coapper (Sitz #174932"83) when it reccives electric enay on 3 direet aco=ss basis fom any
cenificated Elecuric Service Provider (ESP) as defined in A AC. R14-2-1603. Servics must be supplied as specified by individual custamer contract and the
Company s Schedule 24 (Totalized Metering of \luluple Sﬂc. Eatrance Se:uons Al 2 Single Premise for Sundard Offer and Direct Access Servics).
This rate schedule B oot applicable to resale service.
This rate schedule shall become effective as defined in Company sTgm::and Conditions for Direct Acc=ss (Schedule #10):
E OF VIiC
Service shall be three phase, 60 Herze, a2 12.5 kV or higher.
M RING RE EM ‘

Customer shall comply with the terms and conditions for bourly metering specified in Schedule #10.

O] YB
“The monthly bjl! shall be the greater of the amount computed under A. o¢ B. below, including the applicable Adjustments,

A _RATE

Basic Distribution Diswibution Competitive
Delivery st Primary | & Transmission Systam Trapsidon
Service Voltsge Voltage Benefits Charge

S/month $2.430.00

per kW $235 $1.22 SL.54

KWh $0.00665 $0.00346 $0.00115
PRIMARY AND ISMISSION VICE:

. Pursuantto AAC. R14-2-1612.K 11, the Company shall retain ownership of Curreat Transformers (CT"s)
andPdemfonmu(PTs)forMmuhngmceuwhxgelﬂeko[mmukV i
" For customers whase services are provided by an ESP, 3 monthly facilities charge will be billed, in
addition to all o&ewphubledwgsmmmumdmuummbudupmh
Company' saaarcrmdrrowwﬂup.mmmdopmm

- DETERMINATION OF KW
The kW used for billing purpases shall be the greater oft

L. Th:kWuses!l'arbillingpurpu:shallhe&u:mgek\vmppheddunn;lhelo—mmu penod {or other period as specified by
individual customer's contract) of maximum use during the month, as determined from readings of the delivery meter.

2 The minimum kW specified in the agrecment for servics oc individual customer contract.

B._MINIMUM
$2,430.00 per month plus 51,74 per KW per month.

————

DECISI;)N NO. [g / Q 73
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ADJUSTMENTS .

1. When Metering, Meter Reading or Consolidated Billing are provided by the Customer's ESP, the monthly bill will be credited a3

fallows: : -
Metr . $55,00 per month
Meter Reading  § 0.30 per month
Billing $§ 030 per month

2. The mouathly bill is also subject i the applicable proportionats part of any taxes, or govecnmental impositions which are or muy in
the futire be assessed on the basis of gross revenues of the Compaay and/or the price or revenue from the electric service sold and/or

' the volume of enecgy delivered or purchased for sale and/or sald hercunder.

A) AC FROM CERTTHIC { ECTRIC SERVICE PROVIDER

Customer is responsible for acquiring its own generation and any other required competitively suppliad services from an ESP. T he Conip:ny will
. the Federal Energy Regulatary Comumission to the Scheduling Coardinator who

provide aod bill its transmission and ancillary services on rtes approved by | Enery 0 v
\ides transmission service lo the Customer's ESP. The Customer’s ESP must submit-a Direct Acgess 5""'{“ Request pursuant 1o the terms and conditions

in Scbedule =10,
.S ATION TERMS AND CONDITIONS ’ : ,
If Customer has on-site generation connected to the Company”s electrical delivery grid, it shall enter izto an Agreement for Interconnection with the
Compaay which shall establish all pertinent deuails related to interconnection and other required service standards. The Customer does not have the option to
uupo\-:«andmgwme&mp:nyundsu\isuﬁﬂ )

\ N h ONS

This rate schedule is subject to Company's Terms and Conditioas for Standard Offer and Direct Azcass Service (Schedule #1) and the Company's
Schedule =10, These schedules have provisions that may affect customer’s monthly bill. - . v _

’ P T |
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Exhibit A
| | ' 5/13/99
: | DA-GS13
ELECTRIC DELIVERY RATES
ARIZONA PUBLIC SERVICE COMPANY A.C.C. No. XOOCK :
Phoenix, Arizona , Tariff or Schedule No. DA-GS13
Filedby: Alan Propper : . Origina! Tariff :
. "Tiule: Director, Pricing and Regulation : _ ' Effective: XX XX, 1999
' DIRECT ACCESS
CYPRUS BAGDAD
AVAILABILITY

This rate schedule is available in all certificated retail defivery servics termitory served by Company a2 all peints where facilities of adequate cxpacity
and the required phase and suitabie voltage are adjacent W the premises served. .

APPLICATION :

; This rate schedule is applicable snly to Cyprus Bagdad (Site $120937284) when it receives electric emergy an 2 direct acsess basis Fom say
certificated Electric Service Provider (ES?) as defined in A.A.C. R14-2-1603. Service must be supplied 35 specified by individual customer contract and the
Company's Schedule #4 (Toulized Metering of Multiple Service Eatrance Sections At 2 Single Premise for Sandard Offer and Direct Acvess S'«vice).

This rats schedule is aot applicable to rexale service,
This rate schedule shall become effective as defincd in Company’s Terms and Conditions for Direct Acs=ss (Schedule #10). .
TYPE OF SERVICE ’
Service shall be three phase, 60 Herz, a 115 kV or higher. -
METERING REQUIREMENTS
Customer shall comply with the terius and conditions for hourly metering specified in Schedule #10,

Qoo

The monthly bill shall be the greater of the amount computed under A. or B. below, including the appliczble Adjustments.

A RATE
Basic Competitive
Delivery System Transition
. Sexrvice Distribution Benefits Charge
Smonth $2.430.00
per kW ’ -+ $1.03 3134
kWh $0.00298 S0.00115
RIM. NSMISST SERVICE:

Pursuant to ALAC. R14-2-1612.K.11, the Company shall retain ownership of Curreat Transformers (CT's)
and Patential Transformers (PT"s) for those customers taking service &t voltage levels of more than 25 kV.
For custamers whose metering services are provided by an ESP, 3 monthly facilities charge will be billed, in
addition to all other applicable charges shovn above, as determined in the service contract based upon the
Comgpany's cost of CT and PT ownership, maintenance and operation.

h ON OF KW
The kW used for billing purposes shall be the greater oft

I ThekW used for billing purposes shall be the average kW supplied during the 30-minute period (or other period as specified by
individual customer’s contract) of maximam use during the month, as determined frewn readings of the delivery meter.

. 2 ThenﬁzdmumkWspeciﬁedhmmfwmmMﬁMMM
B, MINIMUM ,
'. $2,430.00 per month plus S1.74 per kW per manth, until June 30, 2004 when this minimum will no longer be applicable.

NFEOTRITAN NN /n / 07%
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'ADIUSTMENTS , » .

I. Whea Metering, Meter Reading oc Consolidated Billing src provided by the Customer’s ESP, the moathly bill will be credited as

follows:
Meter $55.00 per month
Meter Reading S 0.30 per month
Billing $ 030 per month

2. The monthly bill is also subject to the applicable propostionate pest of any taxes, or governmental impositions which are or may ia
the future be assessed oa the basis of gross reveaues of the Compaay and/or the price or revenue from the electric secvice sold and/or

the volume of easrzy delivered or purchased for sale and/ar sold hereunder.
VICES AC M CERTIFICATED ELECTRIC SERVICE PRO %
Cusioner is responsible for sequiring its own generation and any other required competitively supplied scrvicss fom an ESP. The Company will

provide and bill its resmission and aacillary servicss on rates approved by the Federal Energy Regulatary Comenission to the Scheduling Coardinator wha
vides traasmission senvics 1 the Customer’s ESP. The Customer's ESP must submit a Direct Ascess Service Request pursuaat to the terms and conditions

pro
in Schedule =10Q.
.S NERATION MS S , L.
u‘c.\mm bas oo-site generation connected 10 the Company's electrical delivery grid. it shall enter inta an Agreement for {nterconnection with the
Company which shall establish all penimda;ﬂsnlmdwinmcﬁmmdmhernquind service standards. The Customer docs not have the option to
uupowcmdaaytatheCcmpmyund«thkuril ‘ . .

TERMS AND CONDITIONS
This raze schedule is subject ts Company’s Terms and Conditioas for Standard Offer and Direct Azcess Service (Schedule #1) and the Compzny’s
Schedule 210. These schedules have provisions that may alfect customer's monthly bill. : ,

et 10777
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EXHIBIT C

Generation assets include, but are not limited to, APS' interest in the following
generating stations:

Palo Verde
Four Corners
‘Navajo
Cholla
Saguaro
Ocaotillo
West Phoenix

. Yucca
Douglas

~ Childs.
Irving

including allocated common and general plant, support assets, associated land, fuel
- supplies and contracts, etc. Generation assets will not include facilities included in

APS' FERC Frzmsmission rates.

. DECISION NO. Lﬂ 19723 - .
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EXHIBIT D
Affiliate Rules Waivers _ .

R14-2-801(3) and RH—Z-SVOS, such that the term “reorganization” does not incluce. and no
" Comumission approval is required for, corporate restructuring that does not directly involve the
udlity diszibution company (“UDC") in the holding company. For e’(mpl: the holding
company may reorganizs, form, buy or sell non-UDC affiliates, acquire or divest intarests in
non—UDC affiliates, etc., without Comumission 2pproval.

R14-2-304(A)

R14-2-805(A) shall 2pplv oaly to the UDC

R14-2-805(A)(2)

R14-2-805(A)(6)

R14-2-803(A)(5). (10), and (11)

ecision of Prior Commission Orders’

Section X.C of the “Cogeneration and Small Power Production Policy” attached to Decision 5 .
No. 52345 (July 27, 1981) regarding reporting r-qu:.r-ments for cogeneration information. '

Decision No. 55118 (July 24 1986) Page 135, Lines 3- 1/7 through 13-1/2; Finding of Fact
No. 24 rcla:mz to reporting requirements under the abolished PPFAC.

Decision :\'o. 55818 (Dec:mbcr 14, 1987) in its entirery. This decision related to APS Schedule
9 (Industrial Development Rate) which was terminated by the Commission in Decision
No. 59529 (Octobe' 11, 1993).

9th and lOth Orclvzrmo Paragraphs of Decision No. 56450 (April 13, 1989) regarding reporting
requirements under the acolished PPFAC.

839313 0
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1 12:29 FROM:PINNACLE WEST 1D: 6022503887 © PAGE 2/ 1n

.

BEFOREY THE ARIZONA CORPORATION COMMISSION

Arzana Corparaticn Commission

Y i e DOCKETED

IIMIRVIN N
Commissioner . Feg 082001
MARC SPITZER -

Commi;szoner | DOCKETED BY m{/

IN THE MATTER OF ARIZONA PUBLIC - ) DOCKET NO. E-01345A-01-0034
SERVICE COMPANY - APPLICATION FOR )
APPROVAL OF ENVIRONMENTAL Y DECISIO\I NO. @335 %/
PORTFOLIO SURCHARGE EPS-1 : % ORDER

. URC R

Open Meetiﬁg
January 30 and 31, 2001
Phoenix, Anizona
BY THE COMMISSION:

EINDINGS OF FACT
1.  Arizona Public Serjvice Company (APS) is éertiﬁcated to provide electric 'serv_:i-"ce as a
puBIic seﬁriée corpération in the State bf _Ariéona. N
2. OnJanuary 10, 2001, APS filed an application for approval of a tériff, 'Enviror;zr\n‘entlal
Portfolio Surcharge EPS-1. The proposed tariff would be dependent on the Comemission's adoption
of the proposed fules on the Environmental Portfolio Standard. o
3. On August 2, 2000 (Decision No; 62762), the Commission issued a noti.ce of proposed
mlemal’king for the Environmemél Portfolio Standard. The proposed Environmental Porttfolio §é§ndmd
rules reqﬁire 2 portion of electricity sold 1o be derived‘ from solar resources or environmentally friendly

renewable technologies. At least part of portfolio standard costs are to be recovered by an

Environmental Portfolio Surcharge on customer'bills The surcharge is to be S0.000875 per k'Wh of

retail electricity purchased by the customer. There is to be 2 surcharge cap of $0.35 per month for

resxd.nual customers. The su:charce cap for nonresidential customers is to be 513 per month per
meter or per service 1t’ no meter is used, except for those nonresidential customers s with demanas of
3 000 kW or more for th:ee consecutive months who w111 have a surcharge of S.>9 00 pPr month per
meter. C ustomer bills are to have a line item entitled "Environmental Portfolio Surcharge, rq;z;dated

by the Corporation Commission.”

MAR B2 2881 12:87 v 5822563887 PRGE. B2




MAR-02-21 10: 23 FROM:PINNACLE WEST ID:BBR25VER Y FAGE 3/ 1D

1 4. - On Janary 2, 2001, a procedural order was xssued in Docket Nos. RE—OOOOOC -00-0377

" o | Zfiand E-00000A.-99-0205 that ordered Affected Utilities 10 file proposcd sun,harge tariffs on or before
3 .Tanuary 10, ZQOL APS filed Environmental Portfolio Surcharge EPS-1in response» 1o the procedural
4florder. . -

5 5. On January 17 2001, the Hearing Officer issﬁed a proposed order on RE-00000C-00-
6 0377 suggestmo certain modzﬁcauons to the proposed Envzronmcntal Portfolio Standard rules.
7 * 6. Staff recommends the followm° |
g ' , : v _
a.  The proposed tariff should be approved because i its featurﬂs confonn to the
9 ' su.rcharae requlrements discussed above. - o
10 A b. '~ The surcharge should be applied to special contract service customers tnless
' 1 a previously approved special contract explicitly excluded any addxtxonal
charces e
. ¢ - The proposed tariff should be approved on an interim basis, pendxng true-up in
13 .  a rate review proceedmv in which fair value findings are determined by the

'Commission. The reason Staff is recommending adoption of the surcharge on

_ ;,4 _ _ an interim basis is the urgent need for increased energy capacity in the western
4 15 ' o United States at this time. The proposed tariff would provide an incéftive to
. A : the applicant to obtain solar resources and environmentally friendly generation
16 ~ capacity much sooner than would otherwise be possible. In a future rate review
A ' ~ proceeding, the Commission could evaluate the actual costs of acquiring
17 ‘ environmentally friendly generation capacity and whether the applxcanc used
18 the surcharge funds appropnatelv o
o d. If the applicant does not file an application for a rate teview proceedmc that
20 ’ ' would provide sufficient information for 2 fair value determination within 18
< : months of the date of implementation of this tanff, Staff recommends’ that the
21 ' apphcanl file such information, including at minimum the following:
22 (@M Adollar amount representing its total revenue for the Llfst rwelve
53 ' - months after implementation of the: surcharge
24 (i) - Its total actual operatmo expenses for the ﬁra’c tw elve months after
implementation of the surcharge. '
25

(iliy  Thevalue of all assers, listed by major category, used for the first twelve
268 . : months after implementarion of the surcharge 1o provide elecwic service

to customers. The applicant should specifically identify the assets, and
. their .value, acunrPd to complv with the Env u‘onmental Portfolio
28f Standard.

M .

L N

. B ) - ) ' -t ‘
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. With this information, the interim surcharge and its impact on the applicant's

rates related to fair value can be reviewed and appropriate findings and rate

2 - determinations made by the Commission, including true-up, refund, or the
semnw of permanent rates. :

(72

all e. . The taniff should becorne ef' ective with the first APS standard billing-cycle no.
' 1 stamng at least 45 days from the effecnve date of the Envxronmemal Pomoho
5 Standard rule.
- 6 £ Within the electric competition rules, R14-2- 1615( A) requires generation assets
A o to be separated from an Affected Utility prior to January [, 2001, Staff
» recommends that the applicant be granted a waiver of R14-2- 1615( A) as
8 ‘needed to allow the applicant to own "solar resources” and "environmentally
friendly renewable electricity technologies” as those terms are describéd in the
9 Environmental Portfolio Standard rules. The waiver would apply only to solar
10 resources and environmentally friendly renewable electricity technologies.
11 | g The applicant should file annual reports within 60 days of the end of a calendar
. year. The reports should list the amount of funds collected through the
12 ' surcharge during the year, the amount of surcharge funds spent during the year,
13 and a brief description of the projects for which the_ furids were spent.
14 h. ©  The applicant should be allowed up to 45 days to implement the tan ff as
necessary to prepare its billing system io accommodate the surcharac .
1 L
L The tariff filed by the apph_cant should be modxﬁed to conform with thg final
6 . Environmental Portfolio Standard rules adopted by the Commission.”
17 CONCLUSIONS OF LAW
18 L. APSisan Arizona public service corporation within the meaning of Article XV, Section

19112, of the Arizona Constitution.

20 2. The Commission has jurisdiction over APS and over the subjett matteri _bt’ the
21 |lapplication. |

22 3. The Commission, having reviewed the app\lication and Staffs L\v-[emoranduﬁ{lfddied

231 énuary 12, 2001, concludes that it is in the public interest to approve the application. -

24 | ORDER
25 THEREFORE, IT IS ORDERED that the pfoposed tariff be and hereby is approved.
26]  ITIS FURTHER ORDERED that the surcharge shall be applied to sp.eciai contract service

27llcustomers unless 4 previously approved special contract explicitly excluded any additional charges.

28 [T IS.FURTHER ORDERED that the tarifT is approved on an.interim basis. ,“:_. ‘

MAR B2 2881 12:87 | 5022583887 PAGE.D4
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2238
' . _ |
IT IS FURTHER ORDERED that if the apphcant does not f lean apphcanon for a rate review

‘ o pn':ceechnt7 that would prowde suff cient information fora fair value determmatxon Withm 18 months

of thc date of 1mplementatxon of rhxs tariff, the apphcan: shall file the information descnbed in Finding

of Fact Nos :(c)(x) through 5(c)(1u) A ,
ITIS FURTHER ORDERED that the tanff shall become effectwe with the first APS standard

. biIlmg cycle no. 1 starting at least 45 days from the effective date of the Environmental Portfolio

Standard rufe.
IT1s FURTHER ORDERED thaz the apphcant is o'ranted a waiver of RI4 2- 1613('-\) as

needed to. allow the zpphcant to own solar resources” and * env1ronmemal!y frendly renew able

electncxty tcchnoloows“ as those terms are descnbed in the Enwronmcntal Portfolio Standard rules.

ITIS FURTHER ORDERED that the applzcant shall file annual reports as described in F inding

of Fact No 5(0). ‘ , .
ITIS FURTH'ER ORDERED that the a.pphcam shall file [a.nff pages consxstent with the terms.

of this Decision within 15 days from the eﬁ’ectlve date of the Decxsxon

® =
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IT IS FURTHER ORDERED that the applicant shall modify its tariff to conform to the |
Commxssxon s final Envuomnental Portfolio Standard rules. ‘

ITIS FURTHER ORDERED that this Decxsmn shall becorne effect:ve 1mmed1atelv.

ARIZONA CORPORATION COMMISSION

MAR 82 Zeel

BY ORDER OF
455;/1;22222;277 / . ,&75;& /////77f z 'J/’////\\~ |
CHAIRMAN COMMISSIONER o COMMISSIONER

* . INWIINESS WHEREOF, I, BRIAN C. McNEIL, Executive
Secretary -of the Arizona Corporation Commission, have
hereunto, set my hand and caused the official seal of this
Commission [9\be affixed at the Capitol, wn the City of .|
Phoenix, thxa_}S"’_______day of ;ZL}_.A._L‘;,?L_ 2001.
xecutive Secret
DISSENT: L
DRS:BEK:lhm
12:088 _ £822503887 "7 7 'PAGE.®S
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SERVICE LIST FOR: Arizona Public Service Company
DOCKET NO. E- 01345A 01-0034

—

Ms. Jana Van Ness :
Manager, State Regulations
Arizona Public Servme Company
Mail Station 9905

P.0.Box 53999 -

Phoenix, Arizona 85072-3999
Ms. Lyn Farmer

Chief Counsel =

Arizona Corporation Commission
1200 West Washington

Phoenix, Arizona 85007

\ooo\)O\U\',,;.u-N"

Ms. Deborah Scott - . : o
Director, Utilities Division .
10 Arizona Corporation Commxsszon
1200 West Washmﬂc»n
1 Phoenix, Arizona 85007
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4644, “Universal Node Identifier” is 2 unique, permanent. identification number assigned to each service

delivery point.

47,45, “Udlity Dismibution Company” (UDC) means the electic utility entity regulated by the Cemumission
that operares, constructs, and maintains the disnibution system for the delivery of power to the end usar
point of delivery on the distribution system.

3.46. “Uulity Induén-y Group” (151G) refers o 2 utility indusoy association that establishes nationa? standards

for dara formats.

R14-2-1613.  Environmenul Portfoiio Standard

A,

12:88 5822593887 P

Upon the effective implemsntation of a2 Commission-approved Environmental Porzfolio Standard Surcharee

tariff,” Swartins-oaJenvery—4—2004—any Load-Serving Entitv Eleesic-ServieeRrowvider selling electricity or

aggregating customers for the purpose of sclling electricity under the provisions of this Article must derive at
least 2% of the total rewil enerzy sold from new solar resources or environmentzjly-friendly remewsble
elecn'icz'ty technologies, whether that enérgy is purchased or generated by the seller. Solar resources wnclude
photovoltaic resources and solar thermal resources that gencrate electricity. New solar resourcss and
environmentally-friendly renewable electricity technologies are those installed on or after January 1, 1997,
L Elecuic_Service Pg»";ge}s Competitive ESPs. that are not UDCs. are exempt frqm.;porzz‘olio
© requireraents until 2004, but could voluntarily elect pmicipa’te. ESPs choosing 10 participate would
receive a pro ram share of funds collected from the Environmental Portfolio Surcharge dé:l'i,‘neated in
R14-2-1618.4.2 for portivlio purposes 1o acquire eligible porifolio systems or 2lectricity, igcnerared
from such systems. '
2. Utility Distribution Companies would recover part of the zosts of the portfolio standard throuzh current
Systzm Béneﬁts Charges. if they exist, including a rr-allocation ‘0.’ dermand side management funding
portfolio uses. Additional portfolin standard costs will be recovered by a customer Environmental Panfulio

Yy
folto Surcharee shail be 235233524 moathlv to

Surcharg2 on the customers’ monthly bill. The Environmental Port

everv_meiered and/or non-metered retail electric service  This monthly asscssment will be the lsssec of

$0.000375 per kWhor:

. Residential Custoners: $.35 per servize
. . Non-Residential Customers: $13 per service
* Non-Residential Customers whose metered demand iz 3,200 ¥'W or mers for 3 consecutive months;

$39.00 per service.

In_the cas2 of unmerered services. the Load-Serving Entity shall. for purpeses of bihag the

12 . DECISIONNO. £33 &%
H
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1 : Environmental Porifolio Standard Surcharge and subject to the caps s2t forth above, use the lesser of (i} the Joad
2 | profile or otherwise esymated kWh required to provide the service in auestion: or (ii) the :er'.-'ice’g'ro::rn,-t
3
4
5
6
7
8 3. Cusromer bilis shall reflect 3 line item entitled “Environmental Portfolio Surchargz, mandaieci b.y the
9 Corﬁoration Comrnission.” . | B
16 4, Utility Distribution Companies or ESPs that do not currzntly have a renzwables program may féquesr a
waiver or modification of this section due to extreme circumstances that may 2xist. '
1 B.  Theponfolic percenage shall increase after Decernber 31, 2000.
12 L Starting Januafy 1, 2001, the portfolio percenrége shall increase annually and skall be set according 1o
13 the following schedule: '
14 YEAR YPORTFOLIQ PERCENTAGE
2001 2%
15 \
2002 4% f
16 2003 6%
17 2004 8%
18 2005 1.0%
19 2006 1.05% ;
20 2007-2012 1.1%
2. The Commission would continue the annual increase in th: portfolio pereentage after Deczmber 3.
2] 2004 only if the cost of enviconmenial portfolio clectrizity has declined to 2 Commussion-2pproved
22 ‘ costbenefit point.  The Director. Utilities Division skall establish, not later than Janvary 1. 2003, an
23 :  Eavironmental Poctfolio Cost Evalﬁarion Working Group to make recommerdations to the Comumission
24 ' of an acceprable portfolio electricity costvbenefit point or partfoho kWh cosi impact maximum that the
25 ‘ Corn:nissi@ could use a5 2 criteria for the decision to continu the increase in the porifolio percencage.
The recommendations of the Working Group shall be prasented to the Commission not iarer thar Junz
% 30 Decomber=t, ZAC»OFS. In no event, however, shall the Commission increase the surcharge caps a3
27 delineated 1n R'i4-2-1618..-'\.2 above, .
28 3 The requirzments for the phase-in of various technelogies shali be:
. . cmeen o S At

MAR ©2 2881 12:03 . 5022503887 PAGE.1D
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o An

a, In 2001, the Portfolio KWh makeup shall be ar least 50 percznt solar electric. and no more than
30 percent other environmentally-fricndly renewabla clevﬂcny u:chnozovu:s or so!a* hot watar
or R&D on solar zlectric resources, but wuh no more than 10 percant on R&D

b. In 2002 and 2003, the Portfoho LWh mak'up shall be at leaat 50 percent solar ﬂle‘.mr and no
more than 50 percent other environmentally-friendly renewabls clectricity technologies or

solar hot warer or R&D on sola: electric resources. but with no more than $ percent on R2:D.

g
e In 2004, thsough 2012, the portfolio kWh makeup shall be at least 60 percent solay eiactric
with no more than 40 percant solar hot water or other environumentally-friendly renew:ble

electricity technologies.

o’ v

Load-Serving Entities Blectric-Service-Rrowiders shall be cligible for a number of exwra credit multipliers that |

may be used to meet the portfolio standard requirernents: Extra credits mav be used to mest porifolis

sola

irements and exwa eredits from

lectric technologics will also count toward the solar electris fractisn

equipmsnt.
1. Ear‘y Insaliation Exmra Crcd.t Multiplier: For new solar eleu:m. systems installed and operating prior o

December 31, 2003, Load-Serving Entities iders would qualify for muluple exira
cradits for kWh produced for § years following operational start-up of the solar electric system. The 3-

ear extea cradit would vary depending upon the year in which the system started up. as follows:
2 up Y P

YEAR EXTRA CREDIT MULTIPLIER
1997 - s
e ' 3
1999 5
2000 4
2001 3
2002 2
2003 | _' | 1
14 | nFr‘rqm\*\m G344

183 g8z 5@388r PaGE. 11l
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i .
1 Ehgibility to qualif\ for the Fae Early Installation Extra Credit Muluplier would end i 2003 f
2 However. any cligible sysiem that was operational 1n 2003 or before would stil be alléwm the '
3 ‘applicable exmra credut for the full five vears after operational start-up. ‘
2. Solar Economic Development Extra Credir Multipliers: There are 2 equal parts to this multipjiér. an in-
4 state installation credic and an in-state content multiplier. A
5 a, In-State Power Plant Installation Extra Credit Muitiplier: Selar clecwic power p!am stalled
6 ' in Arizona shall receive a .5 exwz credit multiplier.
7 b. In-State Mapufacturing and instalfation Content Extra Credit Muktiplier: Solar elestric power
g _ plant§ shall receivz up to 2 .3 extra credit multiplier related. to the rrianu.‘actur,tng and
installation content that co.mcs from Arizona. The percentzge of Anizona content 6f the total
? installed plam cost shall bz mumpn-*d by .5 to determine the approprizte extra <radig
10 nutitipiier. So for wstance, if 2 solar installation included 30% Arizona content. the r-sulun._
11 ) exma credit multiphier would be .4 (wmch is.8 X .5)
12 3 Distributed Solar Electric Generator and Solar Incentive Pr ogram Exmwa Credit Mulnpucr Any
13 distributed solar electric generator that meats more than one of the sligbility conditions will be limited
Lé only one .5 extra credit multiplier from this subsection. Appropriate meters will be anached to each
14 'éolaz elecr:ic generator and read ar least once annuaily to verify solar perfarmance. - ;,
15 a. Solar electic generators ins:alizd at or on the customer premises in Arnizonz. Eligible cu"s:omer ‘
16 premises locations will include both grid-connected and remote, non-grid-cennected 10“"::!!10&.:
17 In order for Loa Q-‘Senmg Enjries 5 to claim an exwa credit - 
18 multiplier. th2 Load-Serving Entitv Eleetrie-Seevica-Rrowider must have contributed at ieast
10% of the total installed cost or have financed at least 30% of th° wotal instzlled cost.
19 b. Solar electric generators located in Arizona that are included in any Load-Servins Eadity’s
20 . " -
+5 Green Pricing progran.
21 e Solar electric generators located in Arizona that are wncluded in any Load-Sarviny Entity’s
232 -5 Net Metering or Net Bilhing program.
2 d. Solar electric ganerators located in Arizona that arz included in any Load-Serv
- i 4 solar leasing program.
24
€. All Green Pricing, Net Metering, N2t Billing. and Solar Leasing progra"b must have be...
25 ' rzviewed and 2pproved by the Director, Usilities Division in order for the"Load-Servine Entty
26 Eleeine-Ser-icePrevider 1o accrue extra credit multipliess from this subsection.
27 4, All multipliers are additive, allowing a2 maximum combined exma credit multiplier of 2.0 in yr:a.r's 1997-
2g ’00.:. for equipment installad and raanufactur2d in Arizonz and either inswilad at cosiomer *r°ms:’> oo
15 DECISION NO, éi%éé/
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1 ' participating in approvad solar incentive programs. So. if a as Load-Serving Entity Eleesse-Servica
‘ 2 . Peovider qualifies for a 2.0 exra credit multiplier and it produces 1 solar KWh. the Load-Servins Enyee
3 Elecwie ServdecaProvider would get credit for 3 solar kWh (1 produced plus 2 extra credit).
D.E. Load-§iervinz Entities Fleemie-Seedece-Rrovidess selling electicity under the provisions of this Ar;ic!e shall
¢ provids reports on sales and portfolio powcr- as required in this -Aricle, clearly dcmoﬁstmting th; k;ﬁrput of |
5. p_onfo!io resources, the installation date of portfolio resources, and the wansmission of energy fi-;m 1hose
& portfolio resources 10 Arizona consumers. The Commission may conduct necessary monitoring to ensure the
7 sccuracy of these data. Reports shall be .rnade according to the Reporting Schedule in R14-2-1613.8
g EF Tfa a-a Load-Serving Entity Elecwic-SesvicePronider selling elecricity under the pravisions of this Articte fauls
to meet the r:quircrﬂent# of this rule as mndified by the Commission after consideration of the recomragndations
? of the Em ironmental Portfolio Cost Evaluation Working Group, the Commission mav shaltimposc a deficiency
m - pavment penalty, beginning no earher than January 1, 2004, on that Load-Serving Entity Eleeme——aﬂﬁ-lee
11 _ Provider that the Load-Serving Entity Elsewmie-Seevice-Prouider pay an amount equal to 30¢ per kWh td the Salar
12 . Electric Fund for deficiencies in the provision of solar electricity. This deficiency payment, which is‘ m lizu of
13 any other menetéry payment peasisy which -may be.imposed by. the Commission, may not be imposé& for any
, calendar year prior to 2004. This Solar Eiecwic Fund will be established and utilized 1o purchase solar electric
» 14 © generators or solar electricity in the follbwing calendar vear for the use by public entities 1n Arizona such as
' 15 schools, cities, counties, or state ageacies. Title to any equipmznt purchased by the Solar Elecwic Fund witl be
16 transferred to the public entity. In addjtdon. if the provision of solar energy is consistcntly"deti;éignt. the
17 Comraission may void 2 an Load-Serving Eaury's Elecmrie-Sarica-Rrouider’s conmacts negotiatzd {iruier this
Aricle. ) &
18 .
L. The Drrector, Utilities Division shall establish a Solar Eiectric Fand in 2044 to receive deficiency
19 paymaats and finance solar clecwmicity projects. |
20 2. The Director, Utilitics Division shall szlec: an indep2nd2nr administrator for the selection of projecis o |
21 be financed by the Solar Electric Fuad. A portion of the SolaL Electric Fund shall he ussd for
22 | -2dministration of the Fund and a desiznated portion of the F und wxll be set aside for ongong operaton
23 | and maintenance of projects financed by the Fund. |
R EG:  Photovolujc or solar thermal electric resources that are locaied on the consumer's premises shall count toward
24 the solar portfolio standard applicable to the current Load-Servine Entity Bleetrie-Service—Rrovider-serving that
25 consumer. ' | '
26 Q_H—v Any solar electric generators installed By an Affected Utility to meet the environmental porifolio srandard shall
27 be counted toward merting repewable resource goals for Affzcted Utilities esublished in Decision No. 3643.
28 .
@ S .
. cmmmeann S 2%
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f
1 |HE Any Load-Serving Eptity Eleemmie-SemviceProvider si—independent senas—elvemte—genarater that produces or ‘

7 purchases any cligible selas kWh in excess of i.ts annual portfolio requirements may save or bank thpse 2xcess
3 selar kW for use or sale in future years. Any eligible selar kWh produced subject o this rule may be sold or
traded to any Load-Serving Entitv that is subject to this rule. Agpropr;agc
4 documentation, subject to Commission review, shall be given to the purchasing entity and shall be raferenced in
5 the reports of the Load-Serving Entitv Eeesrc—-&ewpe&&%vée‘ that is using the purchased kWh 10 ezt its
6 portiolio requirements. '
7§ L+ Environmental Portfolio Standard requirements shali bz calculzted on 2n 2naual basis. based upon elecwicity
g sold during the calendar year. ' .‘
1 A A5 Load-Serving Entitv Eleetde-Service-Rrovider shall be entitled o receive a partal credit against the
2 portfolio requirement if the Load-Serving Eority Bleetsio-Sesvice-Provider or iis ét‘ﬁliatc owns or‘ makes 2
0y . signiftzant investmeni in any solar electric manufacturing plant that is located in Arizona. The czga'ir will be
11 2qual to the amount of the nameplate capacity of the solar electric generators produced in Arizona and soid in 2
12 calendar year times 2.190 hours (zpproximating a 25% capacity factor). v
13 1. The credit against the portfolio requirement shall be Limuted to the following percentages of the total
portiolio requirernent: '
L4 2001 Maximum of 50.% of the portfolio requirement
15 2002 Maximum of 25 % of the portfolio requirement .
16 2003 and on Maximura of 20 % of the portfoiie requirement ‘ t
17 2 No exwra credit multipliers will e allowed for this credit. In order 1o avoid double-countin gb ot ;'he same
8 2quipmeni, solar elecwic genevators that are used by other Load-Serving Ennties
Providers to meer: thsit Arizona portiolio requirements will not be aliowabla for credits under this
19

Section for the manufacturer/Electric Service Provider to mest its portfolio requiraments.

20 K.E  The Director. Utilities Division shall develop appropriatz safery, durability. relizbility, and performance

21 stzndards necessary for solar generating equipment and snvironmentally-friendly renewable electmicity
22 - technolozies and qualify for the portfolio standard. Standards requiremenrs vwall appiv (ml‘y‘ to facilines
2 constructed or acquired after the standards-ace publicly tssueﬁ. | V . '

LM A An Load-Servine Entity Hlacsric-Samsice-Prestider shall be entitled to meet up w 20% of thé.port‘fc!io
24 requirement with solar water hesting systers or solar awr conditioning systems purchased by the Lr;éé:Sen'ina
25 Entity . for use by 1ts customers. or purchased by its customers and paid for by the
26 Load-Serving Endity through bill credits or ether similar mechanisms. The solar water
70 neaters must replace or supplement the use of zleciric water heaters for feside—mia%. éorm'nercial, or indusrrial
28 water heating purposes. For the purposes of this rule, solar water heaters wiil be credited with | kWh of

e 17 DECISIONNO. 6323 ¢¢/
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|

1 electricity produced for each 3,415 British Thermai Units of heat produced by the selar water heater and solar aj;

conditioners shall be credited with kWhs equivalept to those needed to produce a comparable céo[ir._g load |

[

reduction. Solar water heating systems and solar ajr condinoning systems shail be eligible for Early Installation
Exrma Credit Multipliers as defired. in .RI4-’-}613 CD.! and Solar Economic Development Exma Credit
Mulnipiers as defined in R14-2-1618 CB.2.b. o :

A An Load-Servipe Entitv Blectric-SawdeeProvider shall be entitled ro maet the portiolio x'cquirSr;;en: with

e
B
.1;: )

6 eleciricity produced in Arizora by cnvironmentally-friendly renewable elecrmicity technologies thar are defined

as in-stat2 landfill gas generaiors, wind generators, and biomass generators, consistent with the phase-in schedule

~J

in R14-2-1618 B3. Systems using such technologies shall be eligible for Early Installation Exma Credi
Mutltipliers as defined in R14-2-1618 CB.1 and Solar Economic D&vtlo;:mam Extra Credit Mulupliers 2s

~ defined inR14-2-1613 CB.2.b.

TrTeYAaAsNT ar /. ?
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1800 M Street, N.W. Morgan’ I iS

Washington, D.C. 20036-5869

202-467-7000 , & BOCkius LLP

Fax: 202-467-7176 COUNSELORS AT LAW

May 11, 2001

Snell & Wilmer L.L.P.
One Arizona Center
Phoenix, Arizona 85004

Re:  Pinnacle West Capital Corporation Form U-1 Application (File No. 070-09745)
Ladies and Gentlemen:

Morgan, Lewis & Bockius LLP serves as special counsel to Pinnacle West Capital
Corporation (“PNW”) and its subsidiaries, Arizona Public Service Company (“APS”) and
Pinnacle West Energy Corporation (“PWE”), on certain federal regulatory matters involving
their electric utility operations, exempt wholesale generators (“EWG”), and power marketing
activities. 'We are familiar with the “Development Activities,” as such term is defined in the-
Form U-1 Application (File No. 070-09745) filed with the Securities and Exchange Commission
~ (the “SEC”) by PNW on September 12, 2000, as amended on December 8, 2000, January 17,
2001, and April 27, 2001 (the “Application”). We have been asked to provide an opinion that
the regulatory applications and approvals that are required under the Public Utility Holding
Company Act of 1935, as amended (“PUHCA”™), and the Federal Power Act, as amended
(“FPA”), in connection with the Development Activities have been obtained from the SEC or the
Federal Energy Regulatory Commission (“FERC”), as appropriate.

Capitalized terms used herein and not otherwise defined will have the meanings given in
the Application. The term “Associate Companies,” when used herein, will have the meaning
given in Section 2(a)(10) of PUHCA.

As described in the Application, the Development Activities involve PWE’s operation of
its West Phoenix Unit No. 4 as a non-EWG under PUHCA. The Development Activities were
completed on May 2, 2001, when PWE filed a Notice of Withdrawal of its Application for
Determination of Exempt Wholesale Generator Status with FERC. Due to its ownership and
operation as a non-EWG of facilities used for the generation of electric energy for sale (i.e., the
West Phoenix Unit No. 4 generating facility), PWE is now an “electric utility company” and a
“public-utility company,” as those terms are defined in Sections 2(a)(3) and 2(a)(5) of PUHCA.

Philadelphia Washington New York Los Angeles Miami Harrisburg Pittsburgh Princeton
London Brussels Frankfurt Tokyo
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In preparing this opinion we have examined and relied solely upon:

1.~ The Application for Authorization to Transfer Jurisdictional Facilities filed by
Arizona Public Service Company, Pinnacle West Capital Corporation, and Pinnacle West Energy
Corporation in Docket No. EC00-118-000 and FERC’s Order Authorizing Disposition of
Jurisdictional Facilities reported at 93 FERC 61,216 (2000);

2. The Application filed with the SEC and the SEC’s Order Authorizing the
Acquisition of a Public Utility Company Subsidiary by an Exempt Holding Company, Holding
Company Act Release No. 35-27386 (April 27, 2001);

3. The Notice of Withdrawal filed by PWE on May 2, 2001, with FERC in Docket
No. EG01-163-000;

4. In addition, we have examined the originals, or copies certified to our satisfaction,
of such corporate records of PNW, APS and PWE and agreements, instruments, and other
documents, as we have deemed necessary as a basis for the opinions expressed below.

As to questions of fact material to our opinion, we have, relied upon the statements set
forth in the various regulatory filings and corporate documents we examined. We have assumed
that ‘such documents accurately describe and contain the understanding of the parties, and that
there are no oral or written statements or agreements that modify, amend, or vary, or purport to

' modify, amend, or vary, any of the terms of such documents.

Based upon the foregoing, and subject to the assumptions and conditions set forth herein,
we are of the opinion that all of the regulatory approvals required under PUHCA and the FPA to
effect the Reorganization have been obtained.

The opinion expressed herein is limited to the FPA and PUHCA, as interpreted and
implemented by the decisions, rules and regulations of the SEC and FERC. We express no
opinion on any other statute, or the laws of any other jurisdiction. The opinion expressed herein
is based upon the law in effect on the date hereof, and we assume no obligation to revise or
supplement this opinion should such law be changed by legislative action, judicial decision, or in
any other manner, or otherwise to notify you of any changes in law or fact relevant to the opinion

“expressed herein. This opinion letter is rendered solely for the benefit of Snell & Wilmer L.L.P.
in connection with the transactions described above, and this opinion letter is not to be used,
circulated, quoted, or otherwise referred to for any other purpose.

We hereby consent to the use of this opinion as an attachment to an exhibit to the
Application.

Very truly yours,

MORGAN, LEWIS & BOCKIUS LLP
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[PRELIMINARY - TRANSFER TRANSACTION]

April 25, 2001

Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Re:  Pinnacle West Capital Corporation Form U-1 Application / Declaration
(File No. 070-09745)

Ladies and Gentlemen:

We are Arizona counsel for Pinnacle West Capital Corporation, an Arizona corporation
(the “Company”), and are familiar with the matters relating to the “Transfer Transaction,” as

" such term is defined in the Form U-1 Application / Declaration (File No. 070-09745) under the

Public Utility Holding Company Act of 1935, as amended (the “Acf”), filed with the Securities
and Exchange Commission (the “Commission”) by the Company on September 12, 2000, as
amended by filings made on December 8, 2000, January 17, 2001 and April, 2001 (the
“Application”). Capitalized terms used herein and not otherwise defined will have the meanings
given in the Application. The term “Assets,” when used herein will mean those assets actually
contributed to Transitory Subsidiary in the Transfer Transaction, as contemplated in the
Application. The term “Assumed Debt,” when used herein, will mean the indebtedness of APS
actually assumed or agreed to be assumed by Transitory Subsidiary and ultimately by PWE in
the Transfer Transaction, as contemplated in the Application. Insofar as the fossil assets of APS
may be acquired by PWE at different times, it is understood that the term “Transfer
Transaction,” when used herein, will refer only to the first transaction described herein and in
the Application whereby PWE acquires Assets of APS. As described in the Application, the
Transfer Transaction involves the following:

1. The formation of Transitory Subsidiary as a wholly-owned subsidiary of APS (the
“Formation™);

2. The contribution of the Assets and the Assumed Debt by APS to Transitory
Subsidiary in exchange for the common stock of Transitory Subsidiary and the
assumption of or agreement to assume the Assumed Debt (the “Capitalization”),

00099.3165\kegamc\PHX\891799.11
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3. The distribution of the stock of Transitory Subsidiary by APS to the Company
(the “Spin-off”); and

4. . The merger of Transitory Subsidiary into PWE, with PWE surviving (the
“Merger”).

Among other things, we have examined:
(@)  The Application;

(b)  The parties’ corporate proceedings and the proceedings before the Arizona
Corporation Commission (the “ACC”) relative to the Transfer Transaction and
related matters; and

- (c) Such other documents and certificates (including those being delivered to you
concurrently herewith) and such statutes, rules, and regulations as we have
deemed relevant.

In our examination of the documents referred to above, we have assumed (i) the
genuineness of the signatures not witnessed, the authenticity of documents submitted to us as .
originals, and the conformity to originals of documents submitted to us as copies; (ii) the legal*
capacity of all natural persons executing such documents; (iii) that such documents accurately
describe and contain the mutual understanding of the parties, and that there are no oral or written
statements or agreements that modify, amend, or vary, or purport to modify, amend, or vary, any
of the terms of such documents; (iv) with respect to the Assumed Debt, that each such entity
(other than APS, PWE, and Transitory Subsidiary), and with respect to all such other documents,
that each such entity, had the power to enter into and perform its obligations under such
documents, and that such documents have been duly authorized, executed, and delivered by, and
are valid, binding upon, and enforceable against, such entities; (v) that the parties to such
documents will receive no interest, charges, fees, or other benefits or compensation in the nature
of interest in connection with the transactions other than those that the Company has agreed in
writing in such documents to pay; and (vi) that no fraud has occurred in connection with such
transactions. ' ' :

Based upon the foregoing, and subject to the assumptions and conditions set forth herein,
we are of the opinion that, in the event that the Transfer Transactxon 1s consummated in
accordance with the Application:

1. All laws of the State of Arizona applicable to the Company’s acquisition of PWE
as a public utility company through the Transfer Transact1on will have been
complied with.

00099.3165\kegame\PHX\891799.11
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Following the Formation and the Capitalization, Transitory Subsidiary will be
validly organized and duly existing.

The common stock of Transitory Subsidiary issued to APS in the Formation and
the Capitalization will be validly issued, fully paid and non-assessable, and APS,
as the holder of such stock following the Formation and the Capitalization, and
the Company, as the holder of such stock immediately following the Spin-off, will
be entitled to the rights and privileges appertaining thereto set.forth in the articles
of incorporation of Transitory Subsidiary.

PWE is validly organized and duly existing.

The common stock of PWE held by the Company is validly issued, fully paid and
non-assessable, and the Company legally acquired such stock and is entitled to the
rights and privileges appertaining thereto set forth in the articles of incorporation
of PWE.

The common stock of PWE to be held by the Company following the Transfer
Transaction will be validly issued, fully paid and non-assessable, and the
Company, as the holder of such stock immediately following the Merger, will be
entitled to the rights and privileges appertaining thereto set forth in the articles of
incorporation of PWE.

Following the Capitalization, the Assumed Debt that is assumed effective as of
the date of the Capitalization will be the valid and binding obligation of
Transitory Subsidiary in accordance with its terms. Upon the effective time of the
Merger, the Assumed Debt that is assumed effective as of the date of the Merger
be the valid and binding obligation of PWE in accordance with its terms.

Upon the effective time of the Spin-off, the Company will legaily acquire the
common stock of Transitory Subsidiary issued in the Capitalization.

The consummation of the Transfer Transaction will not violate the Ie'g'al rights of
the holders of any securities issued by the Company or any “associate company,”
as defined in the Act, thereof.

The opinions expressed above are subject to the following assumptions and conditions:

(2)

The Transfer Transaction, as contemplated by the Application, will be authorized
by the Commission. The Commission will duly enter an appropriate order or
orders with respect to the Transfer Transaction, as described in the Application,
granting and permitting the Application to become effective under the Act and the

00099.3165\kegamc\PHX\891799. 1
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(b)

(©)

)

(©

®

®

(h)

rules and regulations thereunder and the Transfer Transaction will be
consummated in accordance with the Application.

The Transfer Transaction will be duly authorized and approved to the extent
required by the governing documents and applicable federal and state laws, by the
board of directors of each of APS, Transitory Subsidiary and PWE, and by the
Company as the sole shareholder of APS, Transitory Subsidiary and PWE, and
such authorizations.and approvals remain in full force and effect.

Without limitation of paragraph (b) above, the board of directors of Transitory

Subsidiary will authorize the issuance of the common stock to APS in the
Capitalization in accordance with Arizona law, and the number of shares so
issued will be authorized in the articles of incorporation of Transitory Subsidiary.

The Spin-off will be effected in accordance with Arizona law and the amount
thereof will not exceed any limitation contained in APS’ articles of incorporation.

Instruments of merger will be duly and validly filed with the ACC, and such other
corporate formalities as are required by the laws of the State of Arizona for the
consummation of the Merger will be taken, and the Merger will become effective

in accordance with the laws of the State of Arizona. '

None of the Capitalization, the Spin-off or the Merger will constitute a fraudulent
conveyance and APS will not be rendered insolvent as a result of the Transfer
Transaction.

All required approvals, authorizations, consents, certificates, and orders of, and all
filings and registrations with, all applicable federal and state commissions and
regulatory authorities with respect to the Transfer Transaction will be obtained or
made, as the case may be, and remain in effect (including the approval and
authorization of the Commission under the Act, the Federal Energy Regulatory
Commission under the Federal Power Act, as amended, and. the rules and
regulations thereunder, and the ACC under the applicable laws of the State of
Arizona), and the Transfer Transaction will be accomplished in accordance with
all such approvals, authorizations, consent, certificates, orders, filings and
registrations. APS will not utilize utility funds to form Transitory Subsidiary or to
divest itself of Transitory Subsidiary.

The parties will comply with, or obtain all consents, waivers and releases, if any,
required for the Transfer Transaction under all applicable governing corporate
documents, comtracts, agreements, debt instruments, indentures, franchises,

00099.3 165\ kegamc\PHX\891799.11
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licenses, and permits to be listed on a schedule to be provided by the Company
and/or any of its associate companies.

1) Our opinions herein are given solely with respect to the actual effectuation of the
Transfer Transaction, including with respect to consents, licenses, permits, filings
with and approvals of governmental authorities that are required to effect the
Transfer Transaction, and no opinion is given as to whether APS, the Company,
Transitory Subsidiary, or PWE or their businesses or operations are currently in
compliance with any laws or will be after the Transfer Transaction or as to any
consents, licenses, permits, filings with or approvals of any governmental body or
agency or other person required for the ownership or operation of the Assets
before or following the Transfer Transaction.

® The opinions set forth in paragraph 7 herein are subject to, and limited by, the
following:

() the effect of any applicable bankruptcy, insolvency, reorganization,
arrangement, moratorium or other similar laws relating to or affecting

‘ ' creditors rights generally;

(i)  the effect of general principles of equity, including (without limitation)'
concepts of materiality, reasonableness, good faith and fair dealing
(regardless of whether considered in a proceeding in equity or at law);

(iii) the qualification that certain waivers, procedures, remedies, and other
provisions of the documents governing the Assumed Debt may be
unenforceable under or limited by the law of the State of Arizona;
however, such law does not, in our opinion, substantially prevent the
practical realization of the benefits intended by such documents; and

(iv)  we express no opinion as to the effect of the law of any jurisdiction other
than the State of Arizona wherein any creditor may be located or wherein
enforcement of the Assumed Debt may be sought which limits the rates of
interest legally chargeable or collectible.

(k)  No act or event other than as described herein shall have occurred subsequent to
the date hereof that would change the opinions expressed herein.

4] The Transfer Transaction will be consummated as described in the Application or
with such changes as we have approved, and all legal matters incident thereto will
be satisfactory to us. With respect to required approvals of the ACC, we note that

- two parties have filed legal actions challenging the validity of the Settlement as

000993165\ kegamc\PHX\891799.11
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approved by the ACC. However, under Arizona law, an ACC order remains in
effect pending appeal.

(m) In giving the final opinion required by the Commission in connection with the
Transfer Transaction in the event that the Transfer Transaction occurs prior to the
Development Activities and relinquishment by PWE of EWG status in connection
therewith as described in the Application, we may rely exclusively upon opinions
of other counsel to the Company as to certain matters, or such other counsel may
provide certain of such opinions in separate opinion letters provided to the
Commission concurrently with our final opinion.

The opinions expressed herein are limited to the laws of the State of Arizona and, except
with respect to paragraphs 1, 2, and 4, the federal law of the United States of America and we
express no opinion on the laws of any other jurisdiction. Without limiting the foregoing,
opinions herein relating to labor/employment or employee benefit matters, environmental
matters, tax matters, and real estate matters are limited to the laws of the State of Arizona. The
opinions expressed herein are based upon the law in effect on the date hereof, and we assume no

. obligation to revise or supplement this opinion should such law be changed by legislative action,
judicial decision, or in any other manner, or otherwise to notify you of any changes in law or fact
relevant to the opinions expressed herein. This opinion letter is rendered solely for your benefit.
in connection with the transactions described above, and this opinion letter is not to be used,
circulated, quoted, or otherwise referred to for any other purpose.

We hereby consent to the use of this opinion as an exhibit to the Application.

Very truly yours,

Sl A Wl LLA
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[PRELIMINARY - DEVELOPMENT ACTIVITIES]

April 25, 2001

Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Re:  Pinnacle West Capital Corporation Form U-1 Application / Declaration
(File No. 070-09745)

Ladies and Gentlemen:

We are Arizona counsel for Pinnacle West Capital Corporation, an Arizona corporation
(the “Company), and are familiar with the matters relating to the “Development Activities,” as
such term is defined in the Form U-1 Application / Declaration (File No. 070-09745) under the
Public Utility Holding Company Act of 1935, as amended (the “Act”), filed with the Securities
and Exchange Commission (the “Commission’) by the Company on September 12, 2000, as
amended by filings made on December 8, 2000, January 17, 2001 and April, 2001 (the
“Application”). Capitalized terms used herein and not otherwise defined will have the meanings
given in the Application.

Among other things, we have examined:
(a) The Application; and

(b)  Such other documents and certificates (including those being delivered to you
concurrently herewith) and such statutes, rules, and regulations as we have
deemed relevant.

In our examination of the documents referred to above, we have assumed (i) the
genuineness of the signatures not witnessed, the authenticity of documents submitted to us as
originals, and the conformity to originals of documents submitted to us as copies; (ii) the legal
capacity of all natural persons executing such documents; (iii) that such documents accurately
describe and contain the mutual understanding of the parties, and that there are no oral or written
statements or agreements that modify, amend, or vary, or purport to modify, amend, or vary, any
of the terms of such documents; (iv) that each such party had the power to enter into and perform
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its obligations under such documents, and that such documents have been duly authorized,
executed, and delivered by, and are valid, binding upon, and enforceable against, such party; (v)
that the parties to such documents will receive no interest, charges, fees, or other benefits or
compensation in the nature of interest in connection with the transactions other than those that
the Company has agreed in writing in such documents to pay; and (vi) that no fraud has occurred
in connection with such transactions. '

Based upon the foregoing, and subject to the assumptions and conditions set forth herein,
we are of the opinion that, in the event that the Development Activities are consummated in
accordance with the Application:

1. All laws of the State of Arizona applicable to the Company’s acquisition of PWE
as a public utility company through the Development Activities will have been
complied with.

2. PWE is validly organized and duly existing.

3. The common stock of PWE held by the Company is validly issued, fully paid and
non-assessable, and the Company legally acquired such stock and is entitled to the
rights and privileges appertaining thereto set forth in the articles of incorporation
of PWE,

4. The consummation of the Development Activities will not violate the legal rights
of the holders of any securities issued by the Company or any “associate
company,” as defined in the Act, thereof.

The opinions expressed above are subject to the following assumptions and conditions:

(@)  The Development Activities, as contemplated by the Application, will be
authorized by the Commission. The Commission will duly enter an appropriate
order or orders with respect to the Development Activities, as described in the
Application, granting and permitting the Application to become effective under
the Act and the rules and regulations thereunder and the Development Activities
will be consummated in accordance with the Application.

(b)  The Development Activities will be duly authorized and approved to the extent
required by the governing documents and applicable federal and state laws, by the
board of directors of PWE, and such authorizations and approvals remain in full
force and effect.

(c) All required approvals, authorizations, consents, certificates, and orders of, and all
filings and registrations with, all applicable federal and state commissions and
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(d)

(e)

regulatory authorities with respect to the Development Activities will be obtained
or made, as the case may be, and remain in effect (including the approval and
authorization of the Commission under the Act, and any required approvals of the
Federal Energy Regulatory Commission under the Federal Power Act, as
amended, and the rules and regulations thereunder, and the Arizona Corporation
Commission under the applicable laws of the State of Arizona), and the
Development Activities will be accomplished in accordance with all such
approvals, authorizations, consent, certificates, orders, filings and registrations.

The parties will comply with, or obtain all consents, waivers and releases, if any,
required for the Development Activities under all applicable governing corporate
documents, contracts, agreements, debt instruments, indentures, franchises,
licenses, and permits to be listed on a schedule to be provided by the Company
and/or any of its associate companies.

Our opinions herein are given solely with respect to the actual effectuation of the -

Development Activities, including with respect to consents, licenses, permits,

filings with and approvals of governmental authorities that are required to effect

the Development Activities, and no opinion is given as to whether APS, the
Company, or PWE or their businesses or operations are currently in compliance
with any other laws or will be after the Development Activities.

No act or event other than as described herein shall have occurred subsequent to
the date hereof that would change the opinions expressed herein.

The Development Activities will be consummated as described in the Application
or with such changes as we have approved, and all legal matters incident thereto
will be satisfactory to us.

In giving the final opinion required by the Commission in connection with the
Development Activities in the event that the Development Activities and the
relinquishment by PWE of EWG status in connection therewith occurs prior to the
Transfer Transaction as described in the Application, we may rely exclusively
upon opinions of other counsel to the Company (including in-house counsel) as to
certain matters, or such other counsel may provide certain of such opinions in
separate opinion letters provided to the Commission concurrently with our final
opinion.

The opinions expressed herein are limited to the laws of the State of Arizona and, with
respect to paragraphs 3 and 4, the federal law of the United States of America and we express no
opinion on the laws of any other jurisdiction. Without limiting the foregoing, opinions herein
relating to labor/employment or employee benefit matters, environmental matters, tax matters,
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and real estate matters are limited to the laws of the State of Arizona. The opinions expressed
herein are based upon the law in effect on the date hereof, and we assume no obligation to revise
or supplement this opinion should such law be changed by legislative action, judicial decision, or
in any other manner, or otherwise to notify you of any changes in law or fact relevant to the
opinions expressed herein. This opinion letter is rendered solely for your benefit in connection
with the transactions described above, and this opinion letter is not to be used, circulated, quoted,
or otherwise referred to for any other purpose.

We hereby consent to the use of this opinion as an exhibit to the Application.

P

Very truly yours,
\\4 ( A Lo ;~\\N.A.— \
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Re:  Pinnacle West Capital Corporation
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(File No. 070-09745), as amended (the “Application”)

Dear Ms. Huntington:
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Very truly yours,
KELEHER & McLEOD, P.A.

By:  Soan Mebymack.
Susan M. McCormack

SMM/slsosz2
Enclosure

cc:  Betsy Pregulman, Esq.
Herbert Zinn, Esq.
Charles L. Moore, Esq.

Susan M. McCormack

Attorney at Law

Divect Dinl: 505-346-9136
E-MAIL smm@keleher-law.com

W. A. Keleher (1886 -1972)
AH. McLeod (1502 -1975)

Mailing Address
PO Drawer AA
Albuquerque NM 87103

Main Phone
505-346-4646

Street Address
Albuquerque Plaza

201 Third NW, 12th floor
Albuguerque NM 87102
Fax: 505-346-1370

414 Silver SW, 12th floor
Albuquerque NM 87102
Fax: 505-346-1345

Member, Commercial Law
Affiliates®, the world’s largest
affiliation of independent law firms

Running Horses © Gray Mercer 1989,
provided for the City of Albuguerque
Public Art Collection in 1991.


mailto:rmm@keleher-liw.com

THE LAW-FIRM OF

April 26, 2001

Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Re:  Pinnacle West Capital Corporation
Form U-1 Application/Declaration
(File No. 070-09745)

Ladies and Gentlemen:

We are special New Mexico counsel for Pinnacle West Capital
Corporation, an Arizona corporation (the “Company”), in regard to certain
matters relating to the “Reorganization,” as such term is defined in the Form U-
1 Application/Declaration (File No. 070-09745) under the Public Utility Holding
Company Act of 1935, as amended (the “Act”), filed with the Securities and
Exchange Commission (the “Commission”) by the Company on September 12,
2000, as amended by filings made on December 8, 2001, January 17, 2001 and
April, 2001 (the “Application”). Capitalized terms used herein and not
otherwise defined will have the meanings given in the Application, which we
have examined. The term “Four Corners Transfer,” when used herein, will
mean. the transfer of the Four Corners Power Plant from APS, an Arizona
corporation, to PWE, an Arizona corporation, pursuant to the Reorganization, as
contemplated in the Application.

We understand that the Company was formed in 1985 under the laws of
Arizona as a holding company owning APS and certain other subsidiaries. We
also understand that the Company formed PWE in 1999 under the laws of
Arizona, as a wholly owned subsidiary of the Company.

We have relied upon the following representations made to us by the
Company:

(A)  The Company, itself, is not engaged in any business in the State of
New Mexico, except that from October 1, 2000 to the present, the Company has
been engaged in the purchase and sale of power and energy, at wholesale, from
the switchyard of the Four Corners Power Plant, located within the boundaries of
the Navajo Reservation; and

[PRELIMINARY]
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(B) Only two subsidiaries of the Company conduct business in the State of New
Mexico: (1) SunCor Development Company, an Arizona corporation, which owns and operates
certain residential or commercial real estate properties in New Mexico; and (2) APS.

APS has represented to us, and we have relied upon such representation, that the only
business in which it is engaged in the State of New Mexico consists of and is limited to
ownership and operation of electric generating units (or undivided interests therein) and electric
transmission lines, sales of electricity at retail to BHP Navajo Coal Company (“BHP”) solely for
its conduct of coal mining operations on the Navajo Reservation which provides coal to the Four
Comers Power Plant for the generation of electricity (“BHP Contract”), transmission of
electricity from Tucson Electric Power Company to the Navajo Tribal Utility Authority for
resale, and wholesale transactions with other utilities.

APS and PWE have represented to us, and we have relied upon such representation, that
the only asset located in the State of New Mexico that is being transferred from APS to PWE
pursuant to the Reorganization is the Four Corners Power Plant.

PWE has represented to us, and we have relied upon such representation, that it is not

- currently engaged in any business in the State of New Mexico, and that the only business in

which it will be engaged in the State of New Mexico immediately following the Reorganization
consists of and is limited to ownership and operation of electric generating units (or undivided
interests therein) at the Four Corners Power Plant and the sale of power and energy at wholesale
from the Four Corners Power Plant.

Our opinions herein are given solely with respect to the actual effectuation of the Four
Corners Transfer, and no opinion is given as to whether APS, the Company, Transitory
Subsidiary or PWE, or their businesses or operations, are currently in compliance with any laws,
or will be after the Reorganization, or as to any consents, licenses, permits, filings with or
approvals of any governmental body or agency or other person required for the ownership or
operation of the Four Corners Power Plant before or following the Reorganization.

Our opinions relate only to the Four Corners Transfer. In respect only of the laws of New
Mexico, and subject to the qualifications and limitations with respect to this opinion letter set -
forth above, we are of the opinion that:

1. The activities of APS in the State of New Mexico to date do not constitute
it a “public utility” as that term is defined in the relevant laws of the State
of New Mexico, and accordingly, no approval, authorization, or consent of
the New Mexico Public Regulation Commission is required by APS for
the Four Corners Transfer contemplated in the Application. In addition,
the rates and charges pursuant to the BHP Contract between APS and BHP
are not subject to regulation by the New Mexico Public Regulation
Commission. '
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2. The activities of PWE in the State of New Mexico to date do not, and
immediately following the Reorganization will not, constitute it a “public
utility” as that term is defined in the relevant laws of the State of New
Mexico, and accordingly, no approval, authorization, or consent of the
New Mexico Public Regulation Commission is required by PWE for the
Four Corners Transfer contemplated in the Application.

3. The activities of the Company in the State of New Mexico to date do not
constitute it a “public utility” as that term is defined in the relevant laws of
the State of New Mexico, and accordingly, no approval authorization, or
consent of the New Mexico Public Regulation Commission is required by
the Company for the Four Comers Transfer contemplated in the
Application.

4, All laws of the State of New Mexico applicable to PWE becoming,
pursuant to the Reorganization, a “public utility company” under the Act
and to the Company then holding, pursuant to the Reorganization, two
such “public utility companies”, APS and PWE, if any, have been
complied with. ' ' ' ‘

The opinions expressed herein are limited to the laws of the State of New Mexico and we'
express no opinion about the laws of any other jurisdiction. The opinions expressed herein are
based upon the law in effect on the date hereof, and we assume no obligation to revise or
supplement this opinion should such law be changed by legislative action, judicial decision, or in
any other manner, or otherwise to notify you of any changes in law or fact relevant to the
-opinions expressed herein. Without limitation of the foregoing, we express no opinion on the
requirements that might become applicable upon the implementation of open access in New
Mexico, currently scheduled to begin January 1, 2007. This opinion letter is rendered solely for
your benefit in connection with the Four Corners Transfer described above, and this opinion
letter is not to be used, circulated, quoted, or otherwise referred to for any other purpose.

We hereby consent to the use of this opinion as an exhibit to the Application.
Yours truly,
KELEHER & MCLEOD, P.A.

~
NG s 1 1

By: _ UG (v (1€
Susan M. McCormack
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Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Re:  Pinnacle West Capital Corporation
Form U-1 Application/Declaration
(File No. 070-09745)

Ladies and Gentlemen:

We are special New Mexico counsel for Pinnacle West Capital
Corporation, an Arizona corporation (the “Company”), in regard to certain
matters relating to the “Reorganization,” as such term is defined in the Form U-
1 Application/Declaration (File No. 070-09745) under the Public Utility Holding
Company Act of 1935, as amended (the “Act”), filed with the Securities and
Exchange Commission (the “Commission”) by the Company on September 12,
2000, as amended by filings made on December 8, 2001, January 17, 2001 and
April, 2001 (the “Application”). Capitalized terms used herein and not
otherwise defined will have the meanings given in the Application, which we
have examined. The term “Four Corners Transfer,” when used herein, will
mean the transfer of the Four Comers Power Plant from APS, an Arizona
corporation, to PWE, an Arizona corporation, pursuant to the Reorganization, as
contemplated in the Application.

We understand that the Company was formed in 1985 under the laws of
Arizona as a holding company owning APS and certain other subsidiaries. We
also understand that the Company formed PWE in 1999 under the laws of
Arizona, as a wholly owned subsidiary of the Company. :

We have relied upbn the following representaﬁons made to us by the
Company:

(A) The Company, itself, is not engaged in any business in the State of
New Mexico, except that from October 1, 2000 to the present, the Company has
been engaged in the purchase and sale of power and energy, at wholesale, from
the switchyard of the Four Corners Power Plant, located within the boundaries of
the Navajo Reservation; and
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(B)  Only two subsidiaries of the Company conduct business in the State of New
Mexico: (1) SunCor Development Company, an Arizona corporation, which owns and operates
certain residential or commercial real estate properties in New Mexico; and (2) APS.

APS has represented to us, and we have relied upon such representation, that the only
business in which it is engaged in the State of New Mexico consists of and is limited to
ownership and operation of electric generating units (or undivided interests therein) and electric
transmission lines, sales of electricity at retail to BHP Navajo Coal Company (“BHP”) solely for
its conduct of coal mining operations on the Navajo Reservation which provides coal to the Four
Corners Power Plant for the generation of electricity (“BHP Contract”), transmission of
electricity from Tucson Electric Power Company to the Navajo Tribal Utility Authority for
resale, and wholesale transactions with other utilities.

APS and PWE have represented to us, and we have relied upon such representation, that
the only asset located in the State of New Mexico that is being transferred from APS to PWE
pursuant to the Reorganization is the Four Corners Power Plant.

‘ PWE has represented to us, and we have relied upon such representation, that it is not
currently engaged in any business in the State of New Mexico, and that the only business in
which it will be engaged in the State of New Mexico immediately following the Reorganization
consists of and is limited to ownership and operation of electric generating units (or undivided. .
interests therein) at the Four Comners Power Plant and the sale of power and energy at wholesale
from the Four Corners Power Plant.

Our opinions herein are given solely with respect to the actual effectuation of the Four
Corners Transfer, and no opinion is given as to whether APS, the Company, Transitory
Subsidiary or PWE, or their businesses or operations, are currently in compliance with any laws,
or will be after the Reorganization, or as to any consents, licenses, permits, filings with or
approvals of any governmental body or agency or other person required for the ownership or
operation of the Four Comners Power Plant before or following the Reorganization.

Our opinions relate only to the Four Corners Transfer. In respect only of the laws of New
Mexico, and subject to the qualifications and limitations with respect to this opinion letter set
forth above, we are of the opinion that:

1. The activities of APS in the State of New Mexico to date do not constitute
it a “public utility” as that term is defined in the relevant laws of the State
of New Mexico, and accordingly, no approval, authorization, or consent of
the New Mexico Public Regulation Commission is required by APS for
the Four Comers Transfer contemplated in the Application. In addition,
the rates and charges pursuant to the BHP Contract between APS and BHP
are not subject to regulation by the New Mexico Public Regulation
Commission.
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The activities of PWE in the State of New Mexico to date do not, and

immediately following the Reorganization will not, constitute it a “public
utility” as that term is defined in the relevant laws of the State of New
Mexico, and accordingly, no approval, authorization, or consent of the
New Mexico Public Regulation Commission is required by PWE for the
Four Corners Transfer contemplated in the Application.

The activities of the Company in the State of New Mexico to date do not
constitute it a “public utility” as that term is defined in the relevant laws of
the State of New Mexico, and accordingly, no approval authorization, or
consent of the New Mexico Public Regulation Commission is required by
the Company for the Four Corners Transfer contemplated in the
Application.

4. All laws of the State of New Mexico applicable to PWE becoming,
pursuant to the Reorganization, a “public utility company” under the Act
and to the Company then holding, pursuant to the Reorganization, two
such “public utility companies”, APS and PWE, if any, have been

‘ | complied with.

The opinions expressed herein are limited to the laws of the State of New Mexico and we
express no opinion about the laws of any other jurisdiction. The opinions expressed herein are
based upon the law in effect on the date hereof, and we assume no obligation to revise or
supplement this opinion should such law be changed by legislative action, judicial decision, or in
any other manner, or otherwise to notify you of any changes in law or fact relevant to the
opinions expressed herein. Without limitation of the foregoing, we express no opinion on the
requirements that might become applicable upon the implementation of open access in New
Mexico, currently scheduled to begin January 1, 2007. This opinion letter is rendered solely for
your benefit in connection with the Four Comners Transfer described above, and this opinion
letter is not to be used, circulated, quoted, or otherwise referred to for any other purpose.

We hereby consent to the use of this opinion as an exhibit to the Application.
Yours truly,

KELEHER & MCLEOD, P.A.

e
-

By: Xl {ovy L
Susan M. McCormack
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As filed with the Securities and Exchange
Commission on May 11, 2001

File No. 070-9745
UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

AMENDMENT NO. 4 TO
FORM U-1
APPLICATION
UNDER
THE PUBLIC UTILITY HOLDING COMPANY ACT OF 1935

PINNACLE WEST CAPITAL CORPORATION
400 East Van Buren Street, Suite 700
Phoenix, Arizona 85004

(Name of company filing this statement and address of principal executive offices)

None

(Name of top registered holding company parent)

Herbert 1. Zinn Mary Ann K Huntington
Pinnacle West Capital Corporation Morgan, Lewis & Bockius LLP

400 North Fifth Street 1800 M Street, N.W.

Mail Station 8695 Washington, D.C. 20036

Phoenix, Arizona 85004

(Name and address of agents for service)

The Commission is requested to send copies of all notices, orders, and communications in
connection with this Application to:

Herbert I, Zinn Mary Ann K. Huntington
Pinnacle West Capital Corporation Morgan, Lewis & Bockius LLP
400 North Fifth Street , , 1800 M Street, N.W,

Mail Station 8695 Washington, D.C. 20036

Phoenix, Arizona 85004



Certificate Pursuant to Rule 24

Pinnacle West Capital Corporation (PNW) hereby files this Certificate of Notification
(the Certificate) in connection with the transactions proposed in the Form U-1
Application dated September 12, 2000, as amended by filings made on December 8,
2000, January 17, 2001 and April 27, 2001, filed by PNW in File No. 70-9745. These
transactions were authorized by order of the Securities and Exchange Commission (the
Commission) dated April 27, 2001 (Order). PNW hereby certifies the matters set forth
below pursuant to 17 C.F.R. 250.24 of the Commission’s regulations under the Public
Utility Holding Company Act of 1935:

1. On May 2, 2001, Pinnacle West Energy Corporation (PWE), a wholly-owned
subsidiary of PNW, filed with the Federal Energy Regulatory Commission
(FERC) a Notice of Withdrawal of its Application for Determination of Exempt
Wholesale Generator (EWQG) Status.

2. The Development Activities, as that term is defined in the Application, were
carried out in accordance with the terms and conditions of and for the purposes
represented by the Application of PNW to the Commission dated September 12,
2000, as amended, and by the Order of the Comm1ssmn dated April 27, 2001
(Release No. 35-27386).

3. Pursuant to paragraph F.(2) of the instructions as to exhibits for Form U-1, filed
herewith as Exhibit F-2 to the Application are the “past tense” opinions of

counsel.

Dated May 11, 2001.

PINNACLE WEST CAPITAL CORPORATION

ey 7/%
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Snell &Wilmer

‘ LLP PHOENIX, ARIZONA
LAW OFFICES
One Arizona Center ARTZONA
Phoenix, Arizona 85004-2202 [FINAL - DEVELOPMENT ACTIVITIES]
(602) 382-6000 IRVINE, CALIFORNIA
Fax: (602) 382-6070 :
www.swlaw.com SALTLAKE CITY, UTAH
May 11, 2001 DENVER, COLORADO

Securities and Exchange Commission
450 Fifth Street, N.-W.
Washington, D.C. 20549

_ Re:  Pinnacle West Capital Corporation Form U-1 Application / Declaration
’ (File No. 070-09745)

Ladies and Gentlemen:

We are Arizona counsel for Pinnacle West Capital Corporation, an Arizona corporation
(the “Company’), and are familiar with the matters relating to the “Development Activities,” as
such term is defined in the Form U-1 Application / Declaration (File No. 070-09745) (the
“Original Application™), under the Public Utility Holding Company Act of 1935, as amended
(the “Acr”), filed with the Securities and Exchange Commission (the “Commission™) by the
Company on September 12, 2000, as amended by filings made by the Company with the
: Commission on December 8, 2000, January 17, 2001 and April 27, 2001 (the Original
‘ Application, as so amended, being referred to herein as the “Application”). The term “Associate:
Company” has the meaning given in the Act. Capitalized terms used herein and not otherwise
defined will have the meanings given in the Application.

Among other things, we have examined:
(a) The Application; and

(b) Such other documents and certificates (including those being delivered to you
concurrently herewith) and such statutes, rules, and regulations as we have
deemed relevant.

In giving the opinions herein, we have relied upon a certification by an appropriate
officer of the Company as to the securities issued by the Company and each Associate Company
of the Company in connection with the Development Activities and the documents evidencing
the same (the “Securities Documents”). We have examined the originals, or copies certified to
our satisfaction, of the Securities Documents. In addition, we have examined the originals, or
copies certified to our satisfaction, of such corporate records of the Company and PWE,
certificates of public officials and of officers of the Company or any of the Associate Companies,
and agreements, instruments, and other documents, as we have deemed necessary as a basis for
the opinions expressed below. As to questions of fact material to such opinions, we have, when
relevant facts were not independently established by us, relied upon certificates of appropriate
officers of the Company or an Associate Company or of public officials.

00099.3165\ PHX\996225.4

Snell & Wilmer is a member of LEX MUNDI, a leading association of independent law firms.
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“(c¢)  In giving the opinion in paragraphs 1 and 5 hereof, we have relied solely on the
opinion of Nancy Loftin, the General Counsel of the Company, filed concurrently
herewith, and no other investigation of such matters has been made.

The opinions expressed herein are limited to the laws of the State of Arizona and, with
respect to paragraphs 3, 4 and 5 herein, the federal law of the United States of America and we
express no opinion on the laws of any other jurisdiction. The opinions expressed herein are
based upon the law in effect on the date hereof, and we assume no obligation to revise or
supplement this opinion should such law be changed by legislative action, judicial decision, or in
any other manner, or otherwise to notify you of any changes in law or fact relevant to the
opinions expressed herein. This opinion letter is rendered solely for your benefit in connection
with the transactions described above, and this opinion letter is not to be used, circulated, quoted,
or otherwise referred to for any other purpose.

We hereby consent to the use of this opinion as an exhibit to the Application.

Very truly yours,

SV\&Q‘k’w\\M LLf

00099.3165\PHX\996225.4
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Gonaral Counsel
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Snell & Wilmer
400 East Van Buren

Phoenjx, Arizona 35004

Re:  Pinnacle West Capital Corporation Form U-1 Application/Declaration
(File No. 070-09745)

Ladies and Gentlemen:

legal
“Co
such

The Pinnacle West Capital Corporation Lew Department provides and coordinates
kervices for Pinnacle West Capital Corporation, an Arizoma corporation (the
any”), and is familiar with the matters relating to the “Development Activities” as

is defined in the Form U-1 Application/Declaration (File No. 070-09745) (the

“Original Application™), under the Public Utility Holding Company Act of 1935, as
amended (the “Acr”), filed with the Securities and Exchange Commission (the
“Commission”) by the Company on Seprember 12, 2000, as amended by filings made by

the C
2001

mpany with the Commission on December 8, 2000, January 17, 2001 and April 27,
(the Original Application, as so amended, being referred to heremn as the

“dpplication™). The 1erm “Associate Company” has the meaning given in the Act

Ceapit

lized terms used herein and not otherwise defined will have the meanings given in

the Application.

of suc

officet
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Among other things, we have examined:
(8)  The Application; and

1 ®)  Such other documents and certificates (including those being delivered to
you concurrently herewith) and such statutes, rules, and regulations as we -

have deemed relevant,
Tn addition, we have examined the originals, or copies certified to our satisfaction,

corporate records of the Company and PWE, certificates of public officials and of
s of the Company or any of the Associate Companies, and agreements, instruments,
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relevant to the opinions expressed herein. This opinion letter is rendered solely for your
benafif in connection with the rendering of your final legal opinion to the Securities and
Exchange Commission as it relates to the transactions described above, and this opinion
letter is not to be used, circulated, quoted, or otherwise referred to for any other purpose.
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We hereby consent to the use of this opinion as an exhibit to the Application.

Very truly yours,

PINNACLE WEST CAPITAL
CORPORATION
LAW DEPARTMENT

e

Nancy C. in '
Vice President & General Counsel

582 382 5878
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May 7, 2001

Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Re:  Pinnacle West Capital Corporation
Form U-1 Application/Declaration
(File No. 070-09745)

Ladies and Gentlemen:

We are special New Mexico counsel for Pinnacle West Capital
Corporation, an Arizona corporation (the “Company”), in regard to certain
matters relating to the “Reorganization,” as such term is defined in the Form U-
1 Application/Declaration (File No. 070-09745) under the Public Utility Holding
Company Act of 1935, as amended (the “Act”), filed with the Securities and
Exchange Commission (the “Commission”) by the Company on September 12,
2000, as amended by filings made on December 8, 2001, January 17, 2001 and
April 27, 2001 (the “Application”). Capitalized terms used herein and not
otherwise defined will have the meanings given in the Application, which we
have examined. The term “Four Corners Transfer,” when used herein, will
mean the transfer of the Four Corners Power Plant from APS, an Arizona
corporation, to PWE, an Arizona corporation, pursuant to the Reorganization, as
contemplated in the Application.

We understand that the Company was formed in 1985 under the laws of
Arizona as a holding company owning APS and certain other subsidiaries. We
also understand that the Company formed PWE in 1999 under the laws of
Arizona, as a wholly owned subsidiary of the Company.

We have relied upon the following representations made to us by the
Company:

(A)  The Company, itself, is not engaged in any business in the State of
New Mexico, except that from October 1, 2000 to the present, the Company has
been engaged in the purchase and sale of power and energy, at wholesale, from
the switchyard of the Four Corners Power Plant, located within the boundaries of
the Navajo Reservation; and
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(B)  Only two subsidiaries of the Company conduct business in the State of New
Mexico: (1) SunCor Development Company, an Arizona corporation, which owns and operates
certain residential or commercial real estate properties in New Mexico; and (2) APS.

APS has represented to us, and we have relied upon such representation, that the only
business in which it is engaged in the State of New Mexico consists of and is limited to
ownership and operation of electric generating units (or undivided interests therein) and electric
transmission lines, sales of electricity at retail to BHP Navajo Coal Company (“BHP”) solely for
its conduct of coal mining operations on the Navajo Reservation which provides coal to the Four
Comers Power Plant for the generation of electricity (“BHP Contract”), transmission of
electricity from Tucson Electric Power Company to the Navajo Tribal Utility Au’rhonty for
resale, and wholesale transactions with other utilities. ;

APS and PWE have represented to us, and we have relied upon such representation, that
the only asset located in the State of New Mexico that is being transferred from APS to PWE
pursuant to the Reorganization is the Four Corners Power Plant.

PWE has represented to us, and we have relied upon such representation, that it is not
currently engaged in any business in the State of New Mexico, and that the only business in
which it will be engaged in the State of New Mexico immediately following the Reorganization
consists of and is limited to ownership and operation of electric generating units (or undivided
interests therein) at the Four Corners Power Plant and the sale of power and energy at wholesale'
from the Four Corners Power Plant.

Our opinions herein are given solely with respect to the actual effectuation of the Four
Corners Transfer, and no opinion is given as to whether APS, the Company, Transitory
Subsidiary or PWE, or their businesses or operations, are currently in compliance with any laws,
or will be after the Reorganization, or as to any consents, licenses, permits, filings with or
approvals of any governmental body or agency or other person required for the ownership or
operation of the Four Corners Power Plant before or following the Reorganization.

Our opinions relate only to the Four Corners Transfer. In respect only of the laws of New
Mexico, and subject to the qualifications and limitations with respect to this opinion letter set
~ forth above, we are of the opinion that:

L. The activities of APS in the State of New Mexico to date do not constitute
it a “public utility” as that term is defined in the relevant laws of the State
of New Mexico, and accordingly, no approval, authorization, or consent of
the New Mexico Public Regulation Commission is required by APS for
the Four Corners Transfer contemplated in the Application. In addition,
the rates and charges pursuant to the BHP Contract between APS and BHP
are not subject to regulation by the New Mexico Public Regulation
Commission.




Securities and Exchange Commission
May 7, 2001
Page 3

The activities of PWE in the State of New Mexico to date do not, and
immediately following the Reorganization will not, constitute it a “public
utility” as that term is defined in the relevant laws of the State of New
Mexico, and accordingly, no approval, authorization, or consent of the
New Mexico Public Regulation Commission is required by PWE for the
Four Corners Transfer contemplated in the Application.

The activities of the Company in the State of New Mexico to date do not
constitute it a “public utility” as that term is defined in the relevant laws of
the State of New Mexico, and accordingly, no approval authorization, or
consent of the New Mexico Public Regulation Commission is required by
the Company for the Four Corners Transfer contemplated in the
Application.

All laws of the State of New Mexico applicable to PWE becoming,
pursuant to the Reorganization, a “public utility company” under the Act
and to the Company then holding, pursuant to the Reorganization, two

- such “public utility companies”, APS and PWE, if any, have been

complied with.

The opinions expressed herein are limited to the laws of the State of New Mexico and we
express no opinion about the laws of any other jurisdiction. The opinions expressed herein are
based upon the law in effect on the date hereof, and we assume no obligation to revise or
supplement this opinion should such law be changed by legislative action, judicial decision, or in
any other manner, or otherwise to notify you of any changes in law or fact relevant to the
opinions expressed herein. Without limitation of the foregoing, we express no opinion on the
requirements that might become applicable upon the implementation of open access in New
Mexico, currently scheduled to begin January 1, 2007. This opinion letter is rendered solely for
your benefit in connection with the Four Corners Transfer described above, and this opinion
letter is not to be used, circulated, quoted, or otherwise referred to for any other purpose.

We hereby consent to the use of this opinion as an exhibit to the Appiication.
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Yours truly,

KELEHER & MCLEOD, P.A.

By: Xupam MeCorma ch?.
Susan M. McCormack




