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De a r S ir or Ma da m

Enclos e d, ple a s e  find re vis ions  to Arizona  P ublic S e rvice  Compa ny's  ("AP S " or "Compa ny")
S che dule  3 (Conditions  Gove rning Exte ns ions  of Ele ctric Dis tribution Line s  a nd S e rvice s ) tha t
re p la ce  the  ve rs ion  o f S che dule  3  tha t the  Compa ny file d  with  the  Arizona  Corpora tion
Commiss ion ("Comlniss ion") on July 27, 2007 in complia nce  with the  dire ctive s  of De cis ion No
69663 (June  28, 2007). See  a ttachments  l and 2 for redline  and non-redline  vers ions  of Schedule
3 a s  a me nde d. APS  re que s ts  tha t this  re vise d Sche dule  3 be come  e ffe ctive  upon Commiss ion

APS has  removed and/or modified a ll language  in Schedule  3 tha t grants  e ithe r an equipment or
foota ge " a llowa nce  to a pplica nts  for ne w or e xpa nde d e le ctric s e rvice . S imila rly, AP S  ha s

e limina ted the  use  of economic feas ibility s tudie s  to de te rmine  whe the r or how much of such an
a llowa nce  s hould be  gra nte d. Fina lly, provis ions  for pote ntia l re funds  of a ll or a  portion of
amounts  cha rged to applicants  were  de le ted. Attachment 3 is  a  summary of each of the  specific
revis ions  to Schedule  3. As  amended, Schedule  3 would cha rge  eve ry new applicant for se rvice
a nd e a ch e xis ting cus tome r tha t a pplie s  to upgra de  his  or he r s e rvice , a n a mount e qua l to the
e s tima te d cos t of e xte nding or e xpa nding the  Compa ny's  dis tribution infra s tructure  in orde r to
provide  se rvice  to the  applicant

In orde r to be tte r fa cilita te  the  Commiss ion's  s ta te d purpose  of re vis ing Sche dule  3 "to shift the
burden of ris ing dis tribution infra s tructure  cos ts  away from the  current cus tomer base  to growth
(see De cis ion No. 69663 a t 97), AP S  propose s  to mitiga te  future  ra te  incre a se s  by tre a ting the
payments  rece ived under Schedule  3 as  Misce llaneous  Service  Revenues  and recording them in
Account No. 451 of the  Uniform S ys te m of Accounts . Although De cis ion No. 69663 doe s  not
spe cifica lly discuss  the  a ccounting tre a tme nt of a ny proce e ds  re ce ive d unde r the  provis ions  of
Schedule  3, APS believes such revenue treatment is  the  most appropria te  way to address the
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De cis ion's  e xpre s s e d conce rns  ove r how to pa y for the  highe r cos ts  of growth without s ole ly
re lying on highe r re ta il e lectric ra te s .

Fe e s  s imila r to  thos e  tha t AP S  colle cts  unde r S che dule  3  ha ve  fre que ntly (a lthough not
unive rsa lly) been recorded by regula ted Arizona  wa te r and sewer utilitie s  a s  contributions  in a id
of cons truction ("CIAC"). This  produce s  no a dditiona l re ve nue  to  the  utility, but ra the r a n
a dditiona l lia bility. As  e xpla ine d in de pth a t the  he a ring, for e le ctric utilitie s  such a s  APS , CIAC
is  taxable  as  income for federa l and s ta te  purposes . This  is  unlike  wate r and sewer utilitie s , which
we re  e xe mpte d from the  ta x in 1992, a nd municipa l/coope ra tive  utilitie s  tha t a re  ge ne ra lly
e xe mpt from a ll income  ta xe s . The  a mount of tha t ta x, roughly 40%, re duce s  both the  ca s h
a va ila ble  to fina nce  ne w infra s tructure  a nd the  ra te  ba se  offse t norma lly a ssocia te d with ClAC.
This  s ignifica ntly re duce s  the  a lre a dy limite d pos itive  impa ct of CIAC on future  utiliwra te s . The
e vide nce  in the  re cord a ls o s howe d tha t, be ca us e  the re  is  no offs e tting re ve nue , funds  from
opera tions  ("FFO") a re  reduced by the  amount of such taxes . And a lthough debt is  a lso reduced
to a  degree , the  small positive  impact on debt is  overtaken by the  nega tive  impact on FFO -- thus
the  overa ll FFO/Debt ra tio is  weakened by trea ting Schedule  3 proceeds as  CIAC

In contra s t, re cording Schedule  3 proceeds  a s  revenues  ra the r than CIAC addre sse s  seve ra l of
these  issues , a ll of which were  identified during the  course  of the  hearing leading to Decis ion No.
69663. If Schedule  3 proceeds  a re  trea ted as  a  new revenue  source , the  benefits  on APS and its
cus tome rs  a re  improve d. The  FP O/De bt ra tio improve s  be ca use  the  ne w re ve nue s  more  tha n
compe nsa te  for the  incre a se in  ta xe s , re s u lting  in  a  ne t incre a s e  to the  Compa ny's  FFO
(compared to the decrease caused by trea ting the  proceeds  a s  a  CIAC). And while  the  amount of
actua l cash ava ilable  to the  Company for funding new construction is  the  same whether Schedule
3 proceeds  a re  trea ted a s  CMC or revenue , trea ting them as  revenue  enhances  the  Company's
a bility to fina nce  its  re ma ining cons truction re quire me nts  a t a  re a sona ble  cos t be ca use  of the
FFO/De bt improve me nt. Pe rha ps  a n e xa mple  ca n be s t illus tra te  this  pos itive  impa ct. For e ve ry
dolla r of ne w e a rnings  re ce ive d a s  a  re sult of tre a ting S che dule  3 proce e ds  a s  re ve nue , AP S '
FFO/De bt ra tio improve s  e nough to s upport more  tha n $4 of a dditiona l ca pita l e xpe nditure s .
CIAC, on the  othe r ha nd, not only doe s  not cre a te  a ny a dditiona l ca pita l funding ca pa city, it
could a ctua lly shrink the  Compa ny's  e xis ting ca pa city be ca use  of the  de cline  in the  FF()/De bt
ra tio, thus  pote ntia lly ma lting it more  difficult to fund ne w cons truction.

Additiona lly, the  tre a tme nt of S che dule  3 proce e ds  a s  re ve nue  ra the r tha n CIAC a llows  the
Compa ny a nd its  cus tome rs  to s e e  a  compa ra bly s trildng re duction in re ve nue  re quire me nts .
S pe cifica lly, the  ne w re ve nue  will offs e t - do lla r fo r do lla r -. future  revenue  requirements . As
de picte d in the  cha rt be low, which a s sume s  a  hypothe tica l $1 million in S che dule  3 proce e ds ,
this  re ve nue  cre dit is  a  fa r gre a te r be ne fit to APS  cus tome rs  tha n a  s imple  ra te  ba se  de duction
e qua l to the  a fte r-ta x proce e ds  from CIAC, which lowe rs  future  re ve nue  re quire me nts  by only
a bout 12 ce nts  for e ve ry dolla r colle cte d. Thus , e ve n a llowing for the  fa ct tha t the  Compa ny's
ra te  ba s e  will be  highe r unde r the  re ve nue  a ccounting tre a tme nt, s uch tre a tme nt provide s  a
considerable  advantage to APS customers.
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Comparison of Accounting Treatment for Schedule 3 Proceeds

Tre a tme n t a s  CIAC:
$Schedule  3 Fees Treated as CIAC

Le ss : Income  Ta x (40%)
Net Reduction to Rate  Base $

1,000,000
400,000
600,000

$Cost of Capita l Reduction (including Income  Taxes)
Deprecia tion Expense  Reduction
Property Tax Expense  Reduction
Reduc tion  to  Revenue  Requirement due  to  CIAC Trea tment s

(72,420)
(33,334)

(15,000)1
(120,754)

TreatmeNt as Revenue:
Schedule 3 Fees Treated as Revenue $ 1,000,000

Reduction to  Revenue  Requirement due  to  Revenue  Credit
Tre a tme n t
NE T BE NE FIT P E R $ 1  MILLIO N CO MP ARE D TO  CIAC

$ (1,000,000)

$879,246

This  cha rt re fle cts  the  cus tome r be ne fit pe r $1 million of S che dule  3 proce e ds  (unde r the
Compa ny's  propos a l) in the  ne xt AP S  ra te  tiling. AP S  a ls o e xa mine d the  impa ct of tre a ting
Schedule  3 proceeds  a s  revenues  in the  longe r te rm. For e ach yea r during the  five  yea r pe riod
re vie we d, the  re ve nue  cre dit proposa l re duce d re ve nue  re quire me nts  by more  tha n the  CIAC
trea tment, re sulting in a  cumula tive  additiona l benefit a s  compared to CIAC of be tween $3.2 and
$4.4 million pe r $1 million in S che dule  3 proce e ds , de pe nding on the  a s s ume d fre que ncy of
future rate  cases and using the same assumptions as in the chart above.

The re  s hould be  a  tra ns ition pe riod a ffe cting the  a pplica bility of this  S che dule  3. Applica nts
having executed line  extension agreements  prior to the  e ffective  da te  of this  Schedule  3 would be
se rved pursuant to the  te rms  of Such agreements . Ki de te rmining whe the r any additiona l future
a pplica nts  s hould be  "gra ndfa the re d," die  Commis s ion s hould cons ide r tha t the  le ngth of the
tra ns ition pe riod, combine d with the  curre nt s ta te  of the  hous ing a nd cons truction ma rke ts , will
grea tly a ffect the  proceeds  APS will a ctua lly rece ive  unde r Schedule  3. If the  Commiss ion finds
tha t the  transition period should be  extended, one  option is  provided be low

APS would "grandfa the r" a ll applicants  tha t have  executed line  extens ion agreements  a s  of the
da te  this  revised Schedule  3 is  approved. Other applicants  could be  "grandfa the red" if they mee t
both of the  following conditions : (1) such a pplica nt ha s  re ce ive d from AP S , within s ix months
prior to a pprova l of the  re vise d S che dule  3, a  writte n e s tima te  of the  cos ts  to the  a pplica nt for
extending se rvice , and (2) tha t same applicant executes  a  written line  extension agreement within
12 months  of the  e ffective  da te  of revised Schedule  3. A variant on this  option would have  the  12
months  run from the  da te  the  writte n e s tima te  is  re ce ive d by the  a pplica nt, which would. give
each potentia l applicant the  same  amount of time  a fte r having rece ived an es tima te  from APS to
execute  a  line  extension agreement.

1 1

1 This reflects current state tax provisions
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As  propos e d he re in, S che dule  3 will re cove r a nd tre a t a s  re ve nue  the  a mount of mone y tha t
S che dule  3 a pplica nts  would ha ve  pa id unde r S che dule  3 a bse nt the  fre e  foota ge /e quipme nt
a llowa nce /e conomic fe a s ibility a nd re fund provis ions . While  this  a dde d re ve nue  will offs e t a
portion of the  Compa ny's  ris ing cos ts  of growth, it M11 not re cove r a ll s uch cos ts . To pa y for
diode  costs  a t a  higher leve l, a  "hook-up fee ," as  is  currently be ing considered by the  Commission
in Docke t No.E-00000K-07-0052, could be  use d in conjunction with this  re vise d S che dule  3 to
re cove r a ll or a  portion of the  highe r cos ts  a ttributa ble  to re pla cing e xis ting dis tribution fa cilitie s
or a dditiona l growth-re la te d ge ne ra tion fa cilitie s . Als o, a  "hook-up fe e " could be  de s igne d to
recover a  portion of new genera l plant, some of which costs  (e .g., new service  cente rs) a re  clearly
growth-re la ted.

If you have any questions, please contact me at (602) 250-4563 .

wW w
Barba ra  Klemstine

Attachments

Cc: Ernest Johnson
Steve Oleo
Lyn Fa rme r
Chris tophe r Ke e le y
Janet Wagner
Te ri Fo rd
Partie s  of Record

I
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES

Provision of electric service from Arizona Public Service Company (Company) may require construction of
new facilities or upgrades to existing facilities. Costs for construction depend on the customer's location, load size,
and load characteristics. This schedule establishes the terms and conditions under which Company will extend its
facilities to provide new or upgraded facilities.

All extensions are made on the basis of economic feasibility. Construction allowance and revenue basis

methodologies arc offered for use in circumstances where feasibility is generally accepted because of the number of

extensions made within the construction allowance and dollar limits./\Il extensions shall be made in accordance with

good utility construction practices, as determined by Company, and are subject to the availability of adequate

capacity, voltage and Company facilities at the beginning point of an extension as determined by Company, Ail

*r8_vments received for new or upgraded service under provisions of this schedule shallbe non-refundable and treated

as Miscellaneous Service Revenue.

The following policy governs the extension of overhead and underground electric facilities rated up to 2lkv

to customers whose requirements are deemed by Company to be usual and reasonable in nature.

DEFINITIO NS

Backbone Infras tructure means  the electrica l dis tribution facilities  typica lly cons is ting of main
three-phase feeder lines  and/or cables , conduit, duct banks , manholes , switching cabinets  and
capacitor banks .

Conduit Only Des igns  mean a  line extens ion reques t where the developer is  only reques ting the
conduit layout and des ign to serve the project. Loca l dis tribution facilities  such as  trans formers
and services  will be ins ta lled a t a  la ter date when lot sa les  occur.

I

Corporate Business & Industrial Developments means a tract of land which has been divided into

contiguous lots in which a developer offers improved lots for sale and the purchaser of the lot is

responsible for construction of buildings for commercial and/or industrial use. Separate line

extensions and equipment installations may be needed to provide service to each permanent

customer.

High Rise Residential means residential multi-family developments built with four or more floors,

usually using elevators for accessing floors.

Irrigation means water pumping service. Agricultural pumping means water pumping for amis

and farm-related pumping used to grow commercial crops or crop-related activity. Non-

agricultural water pumping is pumping for purposes other than the growing of commercial crops,

such as golf course irrigation or municipal water wells.

Master Planned Community Developments means developments that consist of a number of
separately subdivided parcels for different "Residential Homebuilder Subdivisions". Developments
may have a variety of uses including residential, commercial, and public use facilities.

Mixed Use Residential Developments means buildings that consist of both residential and

commercial use, such as a high-rise building where the first level is for commercial purposes and

the upper floors are residential.

Residentia l Custom Home "Lot Sale" Developments  means  any tract of land that has . been divided
into four or more contiguous  lots  in which a  developer offers  improved lots  for sa le and the

A.C.C. No. '683X2£X
Canceling A.C.C. No. I62"xxxx

Service Schedule 3
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Filed by: David J. Rumor
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Original Effective Date: January 31, 1954

Revision No. 91_Q
Effective: July i, 2907 X2ix

Are

a.

b.

c.

d.

e.

f.

h .

g.

P age  l of



+ +I1 ;
I
1 + A + 9 I : +

a
1+3 szmoo.Jk

First applicant allowance $ <,0()0
Firs t applicant's  advance $17,080
Second applicant's estimated cost for a lateral oifthe original extension

s :~,0eQ
Second applicant's allowance s 5,900
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$ 2,000

SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
purchaser of the lot is  respons ible for cons truction of a  res identia l home. Separa te line extens ions
and equipment ins ta lla tions  may be needed to provide service to each permanent cus tomer.

i. Res identia l Homebuilder Subdivis ions  means  any tract of land which has  been divided into four or
more contiguous  lots  with an average s ize of one acre or less  in which the developer is  respons ible
for the cons truction of res identia l homes  or permanent mobile home s ites .

Res identia l Multi-family Developments  means  developments  cons is ting of apamnents ,
condominiums, or townhouse developments .

Res identia l Single Family means  a  house, or a  mobile home permanently affixed to a  lot or s ite.

System Improvement Costs means the costs of system additions over and above what is required to
serve the customer, where such additions provide additional capacity for other customers.

1.0 RES IDENTIAL

1.1 S ING LE FAMILY HO MES

I .i .l Residential extensions will be made to new permanent residential customers or
groups of new permanent residential customers. For purposes of this section, a "group"
shall be defined as 4-eieless than four homes. An allowance of $5,000 per home will be
credited against the total construction costAl estimated costs of extending service to
applicant, as determined by Company. Any additional cost will, including backbone
infrastructure costs, shall be paid by the applicant, as a refundable advanceprior to
Company extending facilities..payment is due at the time the extension agreement is
executed.

1.18 Where an advance is required, Company will issue the applicant an Advance
Certificate. If, within five (5) years of issuance, a lateral extension is made off
the original line extension, the applicant may present his/her Advance Certificate
to Company for a potential refund. Refunds will be issued when the Advance
Certificate is presented for payment and the connection of the subsequent
applicant has been verified. In no event will refunds exceed the original
advance. Refunds will be determined as shown in the example:

EXAMPLE:

I .2 RES IDENTIAL HOMEBUILDER S UBDIVIS IONS

1.2.1 Extensions will be made to residential subdivision developments of four or more
homes in advance of application for service by pennanent customers provided the
applicant(s) signs an extension agreement. If approved by Company, a per lot allowance
of$5,000 may be credited against the total construction cost, which may include

ARIZONA PUBLIC SERVICE COMPANY
Phoenix, Arizona
Filed by: David J. Rumolo
Title: Manager, Regulation and Pricing
Original Effective Date: January 31, 1954

A.C.C. No.=6s=x2£2£
Canceling A.C.C. No. 56""xxxx

Service Schedule 3
Revision No. SQ

Effective: July I, '1g9'7xxXXXX
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11 11+ A *+4 $459,000
Nmnbor of Homes M n;vv

Tota l Allowa nce $5G0,0"0
Non Refundable Contribution s nv

Estimated Construction Cost $640000
Number of Homes 100
Tota l Allowa nce $509999
Non Refunda ble Contribution $150,008

SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
applicable backbone system costs All estimated costs of extending service to applicant,as
determined by Company (minus street light and system improvement costs). Any
additional construction cost in excess of the per lot allowance will be paid by applicant as
a non refundable contribution in aid of construction., including backbone infrastructure
costs. shall be paid by the applicant prior to the Company extending facilities. Payment is
due at the time the extension a reedment is €\ClzcLll'c2d

1.2.2 Company reserves the right to perform a field audit as to the number of
pennanently connected customers within the development eighteen (18) months
from the extension agreement's execution date and requires the applicant to
make a refundable advance of the construction costs less the applicable credit for
the number of permanently connected customers to date.

1.2.3 Company reserves the right to disallow the allowance and collect a full advance
of the construction costs from the applicant based on the project scope, or
location, or financial condition of the applicant, or where organizational
structure of the applicant warrants, as determined by Company. Advances are
subject to the refund provisions in Section 4.".

1.2.4 The following provides examples of the application of the policy:

EeXAMPLE 1:

The following example illustrates a case in which the allowance is adequate to
cover the subdivision's construction costs. It is assumed that the applicant builds
all of the homes in the 18 month period.

EXAMPLE 2:
Example #2 i.llustrates a case in which the construction costs exceed the
allowance and the applicant completes all homes in the subdivision. The total
construction cost exceeds the allowance by $150,000 and the applicant provides
the non refundable contribution in aid of construction when the extension
agreement is executed. If the applicants completes all 100 homes within the 18
month period after the execution date of the extension agreement, no additional
funds are advanced by the applicant.

EXAMP LE 3:

The following example illustrates u case in which two events occur. First, the
allowance does not adequately cover the required construction. This results in
the requirement that the applicant provide a non refundable contribution in aid
of construction. This payment is due at the time the extension agreement is
signed by the applicant.

ARIZONA PUBLIC SERVICE COMPANY
Phoenix, Arizona
Filed by: David J, Rumolo
Title: Manager, Regulation and Pricing
Original Effective Date: January 31, 1954

A.c.c. No. §6894
Canceling A.C.C. No.96"2xxxx

Service Schedule 3
Revision No. 94

Effective: July L 2007XXXXXX
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Estimated Construction Cost $550,908
Number of Homes Planned 106
Potentia l Allowance Refundable Advance $589,090
Non Refundable Contribute on $159,000
Assumed Number of Completed Homes

35
Allowance Credited (35 x $5000) $175,000
Potential Amount Remaining Eligible For Refund

$95,000

SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES

The second event illustrated in this example is the applicant does not sell
iciest homes in the development in the 18 month period following the

extension agreement execution date. In the example, at the end of the 18 month
period, the applicant has completed 35 homes Since there are 65 homes left to
be completed the applicant must provide a refundable advance 0f$325,000
This advance will be eligible for refund during the subsequent /12 months as
additional homes are completed. Any un refunded advance remaining at the end
of the refund period becomes a non refundable contribution in aid of
construction

RES IDENTIAL CUS TOM HOME "LOT S ALE" DEVELOP MENTS

1.3.1 Extensions will be made to residential "lot sale" custom home developments in
advance of application for service by permanent customers, provided the
applicant(s) sign an extension agreement and molto a refundable advance of the
construction cost associated with the installation of"backbonc" infrastructure
The payment of the advance is due at the time the extension agreement i
executed and subject to refund as specified in Section I1.1.. Al l estimated costs
of extending service to applicant. as determined by Company. including
backbone infrastructure costs, shall be paid by the applicant prior to the
Comply extending facilities

Pavement is due at the time the extension agreement is executed

JH3-.~l-Line extensions and/or equipment installations will be made for each
permanent customer upon request for service, and an allowance of $5,000 will
be credited against the total construction costs for each installation as determined
by Company (minus streetlight and system improvements costs). Any additional
construction cost will be paid as a non refundable contribution in aid at
construction. in accordance with Section l.l of this service schedule

Company reserves the right to disallow the allowance and collect a full advance
of the construction costs from the applicant(s) based on the project scope, or
location. or financial condition of the applicant(s), or where organizational
tructuro of the applicant(s) warrants, as deteiTrlincd by Company. Advances are
ubjoct to refund as specified in Section 4. l

1.3.4 l-.3-.3-Company will provide "conduit only" designs provided applicant makes a
non refundable contribution in aid of constructionpayment in the amount equal
to the estimated cost of Qigpreparation of the design, in addition to the costs for
any materials, field survey and inspections that may be required

ARIZONA PUBLIC SERVICE COMPANY
Phoenix. Arizona
Filed by: David J. Rumolo
Title: Manager, Regulation and Pricing
Original Effective Date: January 31, 1954 Effective:

A.C.C. No
Ca nce ling A.C.C. No

Service  Schedule  3
Revis ion No. QJ Q

Page 4 of



Estimated Backbone Cost $2,580,080
Number of Homes man

Potential Allowance Refundable Advance $!,080,000
Non Refundable Contribution 431 <nr\ {VV`\~vJ,.:uv,vvu

SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES

1.4 MAS TE R  P LANNE D C O MMUNITY DE VE LO P ME NTS

1.4.1 E xtensions will be made tomaster planned community developmentsM aster

Planned Community Developments in advance of application for service by

permanent customers, provided the applicant(s) sig signs an extension

agreement and make a refundable advance of the construction cost associated

with the installation of "backbone" infrastructure. 1.4.1 Line extensions

and equipment installation for backbone inMstructure to serve a Master Planned

Development will be made in advance of application for service by permanent

customers. A per lot allowance of $1,000 will be credited against the backbone

infrastructure cost its determined by Company (minus street light and system

improvement costs). Any additional cost will. All estimated costs of extending

semce to anolicant 4.d€=nI.11@d__!;.ia;e11pasy including backbone

in S ;u4 l ; .¢0sts-. shallbe paid by the applicant as a non refundable

contributionprior to the Company extending facilities. Payment is due at the

time the extension agreement is executed.

1.4.2 Line extensions and equipment installations will be made for each residential
subdivision within the planned development in advance of application for service
by permanent customers. The cost of the extensions and equipment installations
needed to provide service will be used in determining the cost for the
development. A per lot allowance of$/1,000 will be credited against the
"subdivision" cost as determined by Company (minus street light and system
improvement costs). Any additional cost will be paid as a non refundable
contribution in aid of construction at the time the extension agreement is
exccuted.l./I." Company reserves the right to disallow the credit and collect a
full advance of the construction costs from the applicant based on the project
scope, or location, or financial condition of the applicant, or where
organizational structure of the applicant warrants, as determined by Company.
Advances are subject to the refund provisions in Section 4.0. in accordance with
Section 1.2 of this Service Schedule.

1.48 The residential extension examples provided in 1.7.4 would be applicable to
residential developments within a Master Planned Community. Extensions to
multi family developments or commercial developments would be made in
accordance with the applicable sections of this Service Schedule. The following
example illustrates the policy application for the entire project.

EXAMPLE 4

Example #4 illustrates a case in which the applicant of the Master Planned
Community requests an extension of backbone infrastructure and individual
residential developers request extensions for residential subdivisions. The
applicant makes a refundable contribution in aid of construction at the. time the
extension agreement is executed. The individual subdivision will be handled in
a manner consistent with the subdivision examples found in Section l."J1.
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Estimated Subdivision Cost $608,000

Number of Homes ---- 99
Tota l Allowa nce $800,000

Non Refundable Contribution
$0

SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES

1.5 RES IDENTIAL MULTI-FAMILY DEVELOP MENTS

1.5.1 Extensions will be made to multi-family apartment, condominium or townhouse
developments in advance of application for service by permanent customers. If approved
by Company, a per completed unit allowance of$ l ,000 maybe credited against the total
construction costp rovided the applicant signs an extension agreement. All estimated costs
of extending service to applicant, as determined by Com.r y, including any applicable
backbone infrastructure costs as dctennined by the company, (minus street light and
system improvement costs). Any additional cost will be paid as a non refundable
contribution in aid of construction, shall be paid by the at_8Jlicant prior to the Company
extending facilities. Payment is due at the time the extension agreement is executed.

1.5.2 Company reserves the right to perform a field audit as to the number of

pcimanently connected customers within the development eighteen ( in) months

from the extension agreement's execution date and require the applicant to make

a refundable advance of the construction costs less the applicable credit for the

number of pcnnanently connected customers to date.

l .58

Y

Company reserves the right to disallow the credit and collect u full advance from

the applicant based on the project scope, or location, or financial condition, or

whcro organizational strL1ctu.r0 of the applicant warrants, as determined by

Company. Advances are subject to the refund provisions in Section 4.0.

1.6 HIGH RIS E AND MIXED US E RES IDENTIAL DEVELOP MENTS

1,6.1 Extensions will be made to high rise and mixed use developlnentsm gh Rise and
Mixed Use Residential Developments where the residential units are privately
owned and either individually metered or master metered in accordance with
Section 6.1°.8~,5. i  i .

1.6.2 In general, APS will provide service to these type of developments at one point

of delivery and it is the applicant's responsibility to provide and maintain the

electrical distribution facilities within the building.

1.6.3 Extensions will be on the basis of Economic Feasibility. "Economic
Feasibility", as used in this policy, shall mean a determination by Company that
the estimated annual revenue based on Company's then currently effective rate
for distribution service (excluding taxes, regulatory assessment and other
adjustments) less the cost of service provides an adequate rate of return on the
investment made by Company to serve the customer(s) and development.made to
High Rise and Mixed Use Residential Developments in advance of application
for service b;Lpermanent customers provided the applicant signs an extension
agreement. All estimated costs of extending service to a_Qplicant as..det§4@;d

including backbone infrastructure costs, shall be paid by thel8.§"..(;.Q313.[3§~1U}f n
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
an Incant prior to the Combanw extending facilities. Payment is due at the time
the extension agreement is executed.

1 .6 . /1 Company reserves the right to collect a full advance from the applicant based on
the project scope, or location, or financial condition, or where organizational
structure of the applicant warrants, as determined by Company. Advances are
subject to the refund provisions in Section 4.".

2.0 NON-RES IDENTIAL

7. I Genera] service line extensions and equipment installations will be made to all
applicants not meeting the definition of Residential or as provided for in Section T/I ,
or Section 3.0 of this Schedule. General service line extensions and equipment
installations will be made on the basis of Economic Feasibility or on a revenue basis as
described in Section °.*. "Economic Feasibility", as used in this policy, shall mean a
determination by Company that the estimated annual revenue based on Company's then
currently effective rate for distribution service (excluding taxes, regulatory assessment
and other adjustments) less the cost of service provides an adequate rate of return on the
investment made by Company to serve the customer. Extensions that are economically
feasible as determined by the revenue basis as described in Section "I" or by the
economic feasibility analysis described in this section are provided free to the customer.
Extensions will be provided to customers that do not meet the economic feasibility
determination provided the customer signs an extension agreement and advances as much
of the construction cost and/or agree to pay a facilities charge to make the extension
economically feasible. All costs are to be paidAll estimated costs of extending service to
applicant, as determined by Com an . including backbone infrastructure costs, shall be

paid by the applicant prior to the Company extending facilities. Payment is due at the
time the extension agreement is executed. Advances are subject to the refund provisions
Cr Section I1.0.

3.2 A revenue basis extension will be made to customers or applicants except those specified
in Sections 2.4, 3.1, 3.2, or 3.3, when the extension does not exceed a total construction
cost of $"5,G()9.

" .2,.l Such extension shall be free to the customer where the estimated annual revenue
based on Company's then currently effective rate for distribution service
(excluding taxes, regulatory assessment and other adj ustments) multiplied by six
(6.0) is equal to or greater than the total construction cost less nonrefundable
customer contributions.

28 Company reserves the right to collect a full advance from the applicant based on the
project scope, or location, or financial condition, or where organizational structure of the
applicant warrants, as determined by Company. Advances are subject to the refund
provisions in Section 'l.0.

14 2.1 CORP ORATE BUS INES S  & INDUS TRIAL P ARK DEVELOP MENTS

214:-l-2. I .l Extensions will be made to business and industrial park
deveiopmentsCorporate Business & Industrial Park Developments in advance of
application for service by permanent customers,provided applicant(s) make a
refundable advance of the construction cost associated with the installation of
"backbone" infrastructureprovided the applicant signs an extension agreement.
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
All estimated costs of extending service to applicant as determined by
Company, including backbone infrastructure costs. shall be paid by the applicant
prior to the Company extending facilities. Payment is due_ei t 3in;_t
extension_.atrree_lnent is..exec_uted..
The costs for the installed infrastructure and the cost of the extensions and
equipment installations needed to provide service to each permanent customer
will be used in determining the development's Economic Feasibility. "Economic
Feasibility", as used in this policy, shall mean a determination by Company that
the estimated annual revenue based on Company's then currently effective rate
for distribution service (excluding taxes, regulatory assessment and other
adjustments) less the cost of service, provides an adequate rate of return on the
investment made by Company to serve the customer(s) and development.

2.48

2.1.2

For extensions and equipment installations which meet the conditions specified
in Section 2.4.1, Company, after special study and at its option, may install its
facilities to customers who do not satisfy the definition of economic feasibility as
specified in Section 2.1. Such customers or applicant(s) must sign an extension
agreement and advance as much of the construction cost and/or pay a non
refundable contribution (facilities charge) to make the extension economically
feasible. All costs are to be paid at the time the et<tension agreement is executed.
Advances are subject to refund as specified in Section 4.1.
Extensions will be made to individual customers within the Corporate and
Business Park Development in accordance with the agnlicable sections of this
Service Schedule.

3.0 OTHER CONDITIONS

3.1 IRRIGATION CUS TOMERS

Customers requiring construction of electric facilities for service to agricultural irrigation pumping
will advance the total construction costExtensions will be made to Irrigation Customers provided
the applicant signs an extension agreement. All estimated costs of extending service to applicant..
as determined by Com 1y, including backbone infrastructure costs, shall be paid by the arlolicant
prior to the Comply extending facilities. Payment is due at the time the extension
aflvance zreement is executed. Advances are subject to refund as specified in Section 48. Non-
agricultural irrigation pumping service to permanent customers will be extended as specified in
Section 2. Non-agricultural irrigation pumping service to temporary or doubtful permanency
customers will be extended as specified in Section 3.2 or 3.3 below, as applicable.

3.2 TEMP ORARY CUS TOMERS

Where a temporary meter or construction is required to provide service to the customer, the
customer shall make a hon refundable contribution v e n t in advance of installation or
construction equal to the cost of installing and removing the facilities required to furnish service,
less the salvage value of such facilities. When the use of service is discontinued or agreement for
service is terminated, Company may dismantle its facilities and the materials and equipment
provided by Company will be salvaged and remain Company property.

3.3 DOUBTFUL P ERMANENCY CUS TOMERS

When, in the opinion of Company, permanency of the cus tomer's  res idence or operation is
doubtful, the cus tomer will be required to a 'Vance a  the tota l es tima ted cons truction cos t.
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES  AND SERVICES
Advances are subject to refund as specified in Section 4.4.

I

4.0 REFUNDS

ECONOMIC l~rlASIBlL1TY BASIS REFUNDS

Customer advances over $50.00 are subject to full or partial refund. At the end of eighteen months
from the date Company facilities are energized, Company will obtain actual closing costs and actual
first year distribution revenues and determine if the company is receiving the required minimum rate
of return. If this results in an advance lower than the amount advanced by customer, Company will
refund the difference between the amount advanced and the amount that would have been advanced
using actual closing costs and distribution revenues. In no event shall the amount of any refund
exceed the amount originally advanced. Subsequent refund studies will be performed at one year
intervals for an additional four years using actual distribution revenues for the year. At the end of
this total five year refund period, any advance not refunded shall become a nonrefundable
contribution in aid of construction.

42 RESHDENTIAL HOMEBUILDER SUBDIVISIONS

Customer advances over $50.00 are subject to refund based on the number of pennanently
connected customers during the five year refund period commencing on the extension agreement's
execution date. At the end of this total five year refund period, any advance not refunded shall
become a nonrefundable contribution in aid of construction.

A Q
1. . . J REFUNDS FOR EXTENSIONS TO IRRIGATION CUSTOMERS

Customer advances over $50.00 are subject to refund of twenty five (25) percent of the annual
accumulation of twelve (12) monthly bills based on Company},"s then currently effective rate for
distribution servi.ce (excluding taxes, regulatory assessment and other adjustments) in excess of the
annual minimum bill, for service to the irrigation pump specified in the agreement for the
extension being surveyed, commencing with the date of signing the agreement. In no event shall
the amount of any refund exceed the amount originally advanced.

4 4 REFUNDS TO CUSTOMERS CF [)0U3TFU PERMANENCY

Customer advances over $50.00 are subject to full or partial based on the Economic Feasibility
Basis as specified in Section 3.3. In no event shall the refund exceed twenty five (25) percent of
the annual accumulation of twelve (12) monthly bills based on Company's then currently effective
rate for distribution service (excluding taxes, regulatory assessment and other adjustments) in
excess of the annual minimum bill for the customer specified in the extension agreement. In no
event shall the amount of any refund exceed the amount originally advanced.

A <1..J. GENERAL REFUND CONDITIONS

4.5.1 Customer advances of$50.00 or less are not subject to refund.

4.58 No refund will be made to any customer for an amount more than the unrefunded balance
of the customer'9 advance.

I1.58 Any unrefunded advance balance shall become nonrefundable five (5) years from the
execution or the effective date of the agreement.
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES

4.5.4 Company reserves the right to withhold refunds to any customer or developer who is
delinquent on any account, agreement, or invoice and apply these refund amounts to past
due bills.5.0 UNDERGROUND CONSTRUCTION

5:4444. GENERAL UNDERGROUND CONS TRUCTION P OLICY - With.respect to a ll underground
ins ta lla tions , Company may ins ta ll underground facilities  only if a ll of the following conditions  a re
met:

<.1.14.1.1
or 3.0.

The extens ion meets  %as ibili requirements  as  specified in Sections  1.0, 2.0,

4.19/1.1.2 The cus tomer or applicant(s ) provides  a ll ea rthwork including, but not limited to,
trenching, boring or punching, backfill, compaction, and surface res tora tion in accordance
with Company specifica tions .

5. 1 .8 4. 1 .3 The cus tomer or applicant(s ) provides  ins ta lla tion of equipment pads , pull-boxes ,
manholes , and conduits  as  required in accordance with Company specifica tions .

5-.1-.44.1 .4 In lieu of cus tomer or applicant(s ) providing these services  and equipment, the
company may provide and the cus tomer or applicant(s ) will make a non refundable
contribution_p ayment equal to the cos t of such work plus  any adminis tra tive or inspection
fees  incurred by Company. Cus tomers  or applicants  electing this  option will be required
to s ign an agreement indemnifying and holding APS harmless  agains t cla ims , liabilities ,
losses  or damage (Claims) asserted by a  person or entity other than APS' contractors ,
which Cla ims arise out of the trenching and conduit placement, provided the cla ims are
not a ttributable to APS' gross  negligence or intentiona l misconduct.

Where it is determined that three phase service is required to serve the customer,
customer may be required to make a nonrefundable contribution for excess service
footage required by the customer equal to the increased estimated cost of installed service
lines over what would be required with a maximum 40 foot service at 480 volts and
"0 feet service at 120/"08 Cr 240 volts.

6 9 GENERAL CONDITIONS

< VO LTAG E

The exten5ionAll extensions will be designed and constructed for operation at standard voltages
used by Company in the area in which the extension is located. Company may deliver service for
special applications of higher voltages with prior approval from Company's Engineering
Department and in accordance with this Scl1edule._applicant will be required to pay the costs of
any required studies.

6 4 - POINT OF DELIVERY

6.2.1 5.2.1 For overhead service, the point of delivery shall be where Company's service
conductors terminate at the customer's leatherhead or bus riser.

62.2 5.2.2 For underground service, the point of delivery shall be where Company's service
conductors terminate in the customer's or development's service equipment. The
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
cus tomer shall furnish, ins ta ll and mainta in any risers , raceways  and/or termination
cabinets  necessary for the ins ta lla tion of Company's  underground service conductors .

6.'*.8 5.2.3 For special applications where service is provided at voltages higher than the standard
voltages specified in the Electric Service Requirements Manual, APS and customer shall
mutually agree upon the designated point of delivery.

6 9 THREE P HAS E

Extens ions  for three :phase service can be made under this  extens ion policy where the cus tomer
has  ins ta lled major three ;phase equipment. Motors  with a  name-pla te ra ting of 7-1/2 HP or more
or s ingle a ir conditioning units  of 6 tons  or more or where tota l horsepower of a ll connected three
phase motors  exceeds  12 HP or tota l load exceeding 100 kA demand sha ll qua lify for three phase
service. If the es timated load is  les s  than the above horsepower or connected kA specifica tions,
Company may, a t its  option and when requested by the customer, serve three phase and require a
nonrefundable contribution equal to the difference in cos t between s ingle phase and three phase
construction, but in no case less  than $100.

6 4 M EAS EMENTS

All suitable easements or rights-of-way required by Company for any portion of the extension
which is either on premises owned, leased or otherwise controlled by the customer or developer, or
other property required for the extension, shall be furnished in Company's name by the customer
without cost to or condemnation by Company and in reasonable time to meet proposed service
requirements. All easements or rights-of-way obtained on behalf of Company shall contain such
terms and conditions as are acceptable to Company.

685.5 GRADE MODIFICATIONS

If subsequent to construction of electric distribution lines and services, the final grade established
by the customer or developer is changed in such a way as to require relocation of Company
facilities or the customer's actions or those of his contractor results in damage to such facilities, the
cost of relocation and/or resulting repairs shall be home by customer or developer.

M OWNERS HIP

Except for customer-owned facilities, all electric facilities, including that for which customers have
made advances and/or contributions, installed in accordance with this Service Schedule will be
owned, operated and maintained by Company.

645.7 MEAS UREMENT AND LO CATIO N

5.7.1 Measurement mus t be a long the proposedroute of cons truction.

6.T"5,7,2 Construction will be on public streets, roadways, highways, or easements acceptable to
Company.

6.7,'25.78 The extension must be a branch from, the continuation of or an addition to, one

of Company's existing distribution lines.

4 8 UNUS UAL CIRCUMS TANCES
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS GF

ELECTRIC DISTRIBUTION LINES AND SERVICES
In unusual circumstances  as  determined by Company, when the application and provis ions  of this
policy appear impractica l, or in case of extens ion of lines  to be opera ted on voltages  other than
specified in the applicable ra te schedule, or when cus tomer's  es timated load will eXceed 3,000 kw,
Company will make a  specia l s tudy of the conditions  to determine the bas is  on which service may
be provided. Additiona lly, Company may require specia l contract a rrangements  as  provided for in
Section l.l of Company's  Schedule l, Terms  and Conditions  for S tandard Offer and Direct Access
Service.

NON STAN DARD CGNSTRUCTION

Company's construction practices employ contemporary methods and equipment and meet current
industry standards. Where extensions of electric facilities require construction that is in any way
nonstandard, as determined by Company, or if unusual obstructions are encountered, the customer
will make a non refundable contribution equal to the difference in cost between standard and
non standard construction, in addition to other applicable costs involved.

6,49 ABNO RMAL LO ADS

Company, at its option, may make extensions to serve certain abnormal loads (such as:
transformer-type welders, x-ray machines, wind machines, excess capacity for test purposes and
loads of unusual characteristics),provided the customer makes u nonrefundable contribution equal
to the total cost of such extension, including transformers.and the costs of any distribution system
modifications or enhancements required to serve the customer will be included in the payment
described in previous sections of this Service Schedule.

6:4-1-5. 1 ORELOCATIONS AND/OR CONVERS IONS

6.1 1.1 5. I0.1 Company will relocate or convert its facilities for the customer's convenience or
aesthetics,providing the customer makes u nonrefundable contribution equal to the total
The estimatedcost of relocation or conversionas determined by the Company will be
included in the payment described in previous sections of this Service Schedule.

5.10.2 4.1 1_.'>When the relocation of Company facilities involve "prior rights" conditions, the
customer will be required to make a non refundable contributionggymentequal to the
total cost of relocation.

6.11.8 When the relocation or conversion is in conjunction with added revenue, as determined
by Company and is not for the customer's convenience or aesthetics, then the relocation o1=
conversion costs plus the costs to serve will be used to determine the customers advance
on the basis specified in Section 2.0 or 3.0.

6 85.11 MAS TER METERING

6. 12.1 5.1 l .1 Mobile Home Parks- Company shall refuse service to all new construction and/or
expansion of existing permanent residential mobile home parks unless the construction
and/or expansion is individually metered by Company.

Au. la',' 5.1 l .2 Residential Apartment Complexes, Condominiums- Company shall refuse service to
all new construction of apartment complexes and condominiums which are master
metered unless the builder or developer can demonstrate that the installation meets the
provisions of R14-2-205 of the Corporation Commission's Rules and Regulations or the
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
requirements discussed in 6.12.35.1 1.3 below. This section is not applicable to Senior
Care/Nursing Centers registered with the State of Arizona with independent living units
which provide packaged services such as housing, food, and nursing care.

5.l".8 5.1 1.3 Multi-Unit Res identia l Developments - Company will a llow mas ter metering for
res identia l units  where the res identia l units  a re priva tely owned provided the building will
be sewed by a  centra lized hea ting, ventila tion and/or a ir conditioning sys tem, and each
res identia l unit sha ll be individually sub-metered and respons ible for energy consumption
of tha t unit.

5.11.3.1 4. 1 ".3.1 Sub-metering shall be provided and maintained by the builder or
homeowners association.

A. l".3.° 5.1 1.3.2 Responsibility and methodology for determining each unit's energy

billing shall be clearly specified in the original bylaws of the homeowners

association, a copy of which must be provided to Company prior to Company

providing the initial extension.

5.1 1.4 64134-Company will convert its facilities from master metered system to a permanent
individually metered system at the customer's request provided the customer makes a
nonrefundable contributionpayment equal ro the residual value plus the removal costs less
salvage of the master meter facilities to be removed. The new facilities to serve the
individual meters will be extended on the basis specified in Section l. Applicant is
responsible for all costs related to the installation of new service entrance equipment.

6 485.1 ZCHANGE IN CUS TOMER'S  S ERVICE REOUIREMENTS

Company will rebuild or revamp existing facilities to meet the customer's added load or change in
service requirements on the basis specified in Section 2.0 or 3.0.

6 4 4513 S TUDY AND DES IGN DEP OS ITP AYMENT

Any applicant requesting Company to prepare special studies or detailed plans, specifications, or
cost estimates mag i l l be required to deposit withmake a payment to Company an amount equal to

the estimated cost of preparation. Where the applicant authorizes Company to proceed with
construction of the extension, the depositpajment shall be credited to the cost of con5truction,the
extension otherwise the depo5itp_/ment shall be nonrefundable. Company will prepare, without
charge, a preliminary sketch and rough estimate of the cost to be paid by the customer for a line
extension upon request.

Ate CUSTOMER CONSTRUCTiON OF COMPANY DISTRIBUTION FACILITIES

The customer may provide construction related services, Ag. engineering, survey, materials and/or
labor, associated with new distribution facilities to servo the customer's new or added load,
provided the customer meets all of the requirements set forth by Company. All work and/or
materials provided by the customer shall comply with Company standards in effect at the time of
construction. The customer shall receive written approval from Company prior to performing any
construction related services. Company will perform an Economic Feasibility Analysis prior to the
approval of any proposed customer provided construction to ensure the proposed scope of work
results in mutual benefits to the customer and Company.

6 465.l4S ETTLEMENT OF DIS P UTES
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES  AND SERVICES

Any dispute between the cus tomer or prospective cus tomer and Company regarding the
interpreta tion of these "Conditions  Governing Extens ions  of Electric Dis tribution Lines  and
Services" may, by either party, be referred to the Arizona  Corpora tion Commiss ion or a  des ignated
representa tive or employee thereof for determina tion.

6.17 INTEREST

All advances made by the customer to Company fn aid of construction shall be non interest

bearing.

61485. l S EXTENS ION AGREEMENTS

All line extens ions  or equipment upgrades  requiring payment by the cus tomer sha ll be in writing
and s igned by both the cus tomer and Company.

95. l6ADDlT1ONAL P RIMARY FEED

When specifica lly reques ted by the cus tomer to provide an a lterna te primary feed (excluding
trans formation), Company will perform a  specia l s tudy to determine the reques t's  feas ibility and
the customer may be required to pay a  nonreMndablc contribution in a id of cons truction for the
added cos t as  well as  the applicable ra te for the additional feed reques ted.
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES

Provis ion of electric service from Arizona Public Service Company (Company) may require construction of
new facilities  or upgrades to exis ting facilities . Costs  for construction depend on the customer's  location, load s ize, and
load characteris tics . This  schedule establishes the terms and Conditions under which Company will extend its  facilities
to provide new or upgraded facilities .

All extensions shall be made in accordance with good utility construction practices, as  determined by
Company, and are subject to the availability of adequate capacity, voltage and Company facilities  at the beginning point
of an extension as determined by Company. All payments  received for new or upgraded service under provisions of this
schedule shall be non-refundable and treated as Miscellaneous Service Revenue.

The following policy governs the extension of overhead and underground electric facilities rated up to 2 lkv to
customers whose requirements are deemed by Company to be usual and reasonable in nature.

DEFINITIONS

Backbone Iniias tructure means the electrical dis tribution facilities  typically consis ting of main three-
phase feeder lines and/or cables, conduit, duct banks, manholes, switching cabinets and capacitor
banks.

Conduit Only Designs mean a line extension request where the developer is  only requesting the
conduit layout and design to serve the project. Local dis tribution facilities  such as  transformers  and
services will be installed at a later date when lot sales occur.

Corporate Business & Industrial Developments means a tract of land which has been divided into
contiguous lots in which a developer offers improved lots for sale and the purchaser of the lot is
responsible for construction of buildings for commercial and/or industrial use. Separate line
extensions and equipment installations may be needed to provide service to each permanent customer.

High Rise Residential means residential multi-family developments built with four or more floors,
usually using elevators for accessing floors.

Irrigation means water pumping service. Agricultural pumping means water pumping for fans and
farm-related pumping used to grow commercial crops or crop-related activity. Non-agricultural water
pumping is pumping for purposes other than the growing of commercial crops, such as golf course
ilTigation or municipal water wells.

Master Planned Community Developments means developments that consist of a number of
separately subdivided parcels for different "Residential Homebuilder Subdivisions". Developments
may have a variety of uses including residential, commercial, and public use facilities.

Mixed Use Residential Developments means buildings that consist of both residential and commercial
use, such as a high-rise building where the first level is for commercial purposes and the upper floors
are residential.

Residential Custom Home "Lot Sale" Developments means any tract of land that has been divided
into four or more contiguous lots  in which a developer offers  improved lots  for sale and the purchaser
of the lot is  responsible for construction of res identia l home. Separate line extensions  and equipment
installations may be needed to provide service to each permanent customer.

Residential Homebuilder Subdivisions means any tract of land which has been divided into four or
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
more contiguous lots  with an average size of one acre or less  in which the developer is  responsible for
the construction of residential homes or permanent mobile home sites

Residential Multi-family Developments  means developments  consisting of apartments
condominiums, or townhouse developments

Residential Single Family means a house, or a mobile home permanently affixed to a lot or site

RES IDENTIAL

1.1 S INGLE FAMILY HOMES

Residential extensions will be made to new permanent residential customers or groups of
new permanent residential customers. For purposes of this  section, a  "group" shall be
defined as less than four homes. All estimated costs  of extending service to applicant, as
determined by Company, including backbone infrastructure costs , shall be paid by the
applicant prior to the Company extending facilities . Payment is  due at the time the extension
agreement is  executed

1.2 RES IDENTIAL HOMEBUILDER S UBDIVIS IONS

Extensions will be made to residential subdivis ion developments  of four or more homes in
advance of application for service by permanent customers provided the applicant(s) s igns
an extension agreement. All estimated costs  of extending service to applicant, as determined
by Company, including backbone infrastructure costs , shall be paid by the applicant prior to
the Company extending facilities . Payment is  due at the time the extension agreement is
executed

RES IDENTIAL CUS TOM HOME "LOT S ALE" DEVELOP MENTS

1.3.1 Extensions will be made to residential "lot sale" custom home developments in
advance of application for service by permanent customers, provided the
applicant(s) sign an extension agreement. All estimated costs of extending service
to applicant, as determined by Company, including backbone infrastructure costs
shall be paid by the applicant prior to the Company extending facilities

1.3.2 Payment is due at the time the extension agreement is executed

1.3.3 Line extensions and/or equipment installations will be made for each permanent
customer upon request for service in accordance with Section l.l of this service
schedule

1.3.4 Company will provide "conduit only" designs provided applicant makes a payment
in the amount equal to the estimated cost of the preparation of the design, in
addition to the costs for any materials, field survey and inspections that may be
required

MAS TER P LANNED COMMUNITY DEVELOP MENTS

1.4.1 Extensions will be made to Master Planned Community Developments in advance
of application for service by permanent customers, provided the applicant signs an
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES  AND SERVICES
extension agreement. All estimated costs of extending service to applicant, as
determined by Company, including backbone infrastructure costs, shall be paid by
the applicant prior to the Company extending facilities. Payment is due at the time
the extension agreement is executed.

1.4.2 Line extensions and equipment installations will be made for each residential
subdivis ion within the planned development in advance of application for service
by permanent customers in accordance with Section 1.2 of this  Service Schedule.

1.5 RES IDENTIAL MULTI-FAMILY DEVELOP MENTS

Extensions will be made to multi-family apartment, condominium or townhouse
developments in advance of application for service by permanent customers provided the
applicant s igns an extension agreement. All estimated costs  of extending service to
applicant, as determined by Company, including backbone in'N"astrL1cture costs, shall be paid
by the applicant prior to the Company extending facilities . Payment is  due at the time the
extension agreement is  executed.

1.6 HIGH RIS E AND MIXED US E RES IDENTIAL DEVELOP MENTS

1.6.1 Extensions  will be made to High Rise and Mixed Use Residentia l Developments
where the res idential units  are privately owned and either individually metered or
master metered in accordance with Section 5.1 l.

l .6.2 In general, APS will provide service to these type of developments at one point of
delivery and it is the applicant's responsibility to provide and maintain the
electrical distribution facilities within the building.

1.6.3 Extensions will be made to High Rise and Mixed Use Residential Developments in
advance of application for service by permanent customers provided the applicant
signs an extension agreement. All estimated costs of extending service to applicant,
as determined by Company, including backbone infrastructure costs, shall be paid
by the applicant prior to the Company extending facilities. Payment is due at the
time the extension agreement is executed.

2.0 NON-RES IDENTIAL

General service line extensions and equipment installations will be made to all applicants not
meeting the definition of Residential or as provided for in Section 2. l, or Section 3.0 of this
Schedule. All estimated costs of extending service to applicant, as determined by Company,
including backbone intrastmcture costs, shall be paid by the applicant prior to the Company
extending facilities. Payment is due at the time the extension agreement is executed.

2.1 CORP ORATE BUS INES S  & INDUS TRIAL P ARK DEVELOP MENTS

2.1.1 Extensions will be made to Corporate Business & Industrial Park Developments in
advance of application for service by permanent customers provided the applicant
signs an extension agreement. All estimated costs of extending service to applicant,
as determined by Company, including backbone infrastructure costs, shall be paid
by the applicant prior to the Company extending facilities. Payment is due at the
time the extension agreement is executed.
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
2.1.2 Extensions will be made to individual customers within the Corporate and Business

Park Development in accordance with the applicable sections of this Service
Schedule

OTHER CONDITIONS

3.1 IRRIGATION CUS TOMERS

Extensions will be made to Irrigation Customers provided the applicant signs an extension agreement

All estimated costs of extending service to applicant, as determined by Company, including backbone

infrastructure costs, shall be paid by the applicant prior to the Company extending facilities. Payment

is due at the time the extension agreement is executed. Non-agricultural irrigation pumping service to

permanent customers will be extended as specified in Section 2. Non-agricultural irrigation pumping

service to temporary or doubtiiil permanency customers will be extended as specified in Section 3.2

or 3.3 below, as applicable

3.2 TEMP ORARY CUS TOMERS

Where a temporary meter or construction is required to provide service to the customer, the customer
shall make a payment in advance of installation or construction equal to the cost of installing and
removing the facilities required to tiumish service, less the salvage value of such facilities. When the
use of service is discontinued or agreement for service is terminated, Company may dismantle its
facilities and the materials and equipment provided by Company will be salvaged and remain
Company property

DOUBTFUL P ERMANENCY CUS TOMERS

When, 'm the opinion of Company, permanency of die customer's residence or operation is doubtful
the customer will be required to pay the total estimated construction cost

UNDERGROUND CONS TRUCTION

4.1 GENERAL UNDERGROUND CONS TRUCTION P OLICY - With respect to a ll underground
installa tions , Company may 'ins tall underground facilities  only if a ll of the following conditions  are

4.1.1 The extension meets all requirements as specified in Sections 1.0, 2.0, or 3.0

4.1.2 The customer or applicant(s) provides all earthwork including, but not limited to, trenching
boring or punching, backfill, compaction, and surface restoration in accordance with
Company specifications

4.1.3 The customer or applicant(s) provides installation of equipment pads, pull-boxes, manholes
and conduits as required in accordance with Company specifications

4.1.4 In lieu of customer or applicant(s) providing these services and equipment, the company
may provide and the customer or applicant(s) will make a payment equal to the cost of such
work plus any administrative or inspection fees incurred by Company. Customers or
applicants electing this option will be required to sign an agreement indemnifying and
holding APS harmless against claims, liabilities, losses or damage (Claims) asserted by a
person or entity other than APS' contractors, which Claims arise out of the trenching and
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
conduit placement, provided the claims are not attributable to APS' gross  negligence or
intentional misconduct.

5.0 GENERAL CONDITIONS

5.1 VO LTAG E

All extensions will be designed and constructed for operation at s tandard voltages used by Company
'in the area in which the extension is  located. Company may deliver service for special applications of
higher voltages  with prior approval from Company's  Engineering Department, applicant will be
required to pay the costs  of any required studies.

5.2 P OINT OF DELIVERY

5.2.1 For overhead service, the point of delivery shall be where Company's  service conductors
terminate a t the cus tomer's  lea therhead or bus  riser.

5.2.2 For underground service, the point of delivery sha ll be where Company's  service
conductors  terminate in the cus tomer's  or development's  service equipment. The
customer shall furnish, ins ta ll and mainta in any risers , raceways  and/or termination
cabinets  necessary for the ins ta lla tion of Company's  underground service conductors .

5.2.3 For specia l applica tions  where service is  provided a t voltages  higher than the s tandard
voltages  specified in the Electric Service Requirements  Manual, APS and cus tomer shall
mutua lly agree upon the des igna ted point of delivery.

5.3 THREE P HAS E

Extensions for three-phase service can be made under this extension policy where the customer has
installed major three-phase equipment. Motors with a name-plate rating of 7-1/2 HP or more or
single air conditioning units of 6 tons or more or where total horsepower of all connected three phase
motors exceeds 12 HP or total load exceeding 100 kA demand shall qualify for three phase sen/ice.

5.4 EAS EMENTS

All suitable easements or rights-of-way required by Company for any portion of the extension which
is either on premises ovmed, leased or otherwise controlled by the customer or developer, or other
property required for the extension, shall be furnished in Company's name by the customer without
cost to or condemnation by Company and in reasonable time to meet proposed service requirements.
All easements or rights-of-way obtained on behalf of Company shall contain such terms and
conditions as are acceptable to Company.

5.5 GRADE MODIFICATIONS

If subsequent to construction of electric distribution lines and services, the final grade established by
the customer or developer is changed in such a way as to require relocation of Company facilities or
the customer's actions or those of his contractor results in damage to such facilities, the cost of
relocation and/or resulting repairs shall be home by customer or developer.

5.6 OWNERS HIP

Except for customer-owned facilities , a ll electric facilities  ins ta lled in accordance with this  Service
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
Schedule will be owned, operated and maintained by Company.

5.7 MEAS UREMENT AND LOCATION

5,7.1 Measurement must be along the proposed route of construction.

5.7.2 Construction will be on public streets, roadways, highways, or easements acceptable to Company.

5.7.3 The extension must be a  branch from, the continuation of or an addition to, one of
Company's  exis ting dis tribution lines .

5.8 UNUS UAL CIRCUMS TANCES

In unusual circumstances as determined by Company, when the application and provisions of this
policy appear impractical, or in case of extension of lines to be operated on voltages other than
specified in the applicable rate schedule, or when customer's  es timated load will exceed 3,000 kw,
Company will make a special s tudy of the conditions to determine the basis  on which service may be
provided. Additionally, Company may require specia l contract arrangements  asprovided for in
Section 1.1 of Company's  Schedule l, Terms and Conditions for Standard Offer and Direct Access
Service.

5.9 ABNORMAL LOADS

Company, at its option, may make extensions to serve certain abnormal loads (such as:
transformer-type welders, x-ray machines, wind machines, excess capacity for test purposes and loads
of unusual characteristics) and the costs of any distribution system modifications or enhancements
required to serve the customer will be included in the payment described in previous sections of this
Service Schedule.

5.10 RELOCATIONS  AND/OR CONVERS IONS

5.10.1 Company will relocate or convert its facilities for the customer's convenience or aesthetics.
The estimated cost of relocation or conversion as determined by the Company will be
included in the payment described in previous sections of this Service Schedule.

5.10.2 When the relocation of Company facilities involve "prior rights" conditions, the customer
will be required to make payment equal to the total cost of relocation.

5.11 MAS TER METERING

5.11.1 Mobile Home Parks - Company shall refuse service to all new construction and/or
expansion of existing permanent residential mobile home parks unless the construction
and/or expansion is individually metered by Company.

5.11.2 Residential Apartment Complexes. Condominiums - Company shall refuse service to all
new construction of apartment complexes and condominiums which are master metered
unless the builder or developer can demonstrate that the installation meets the provisions
of R14-2-205 of the Corporation Comlnission's Rules and Regulations or the
requirements discussed in 5.11.3 below. This section is not applicable to Senior
Care/Nursing Centers registered with the State of Arizona with independent living units
which provide packaged services such as housing, food, and nursing care.
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES
5.11.3 Multi-Unit Res identia l Developments - Company will a llow mas ter metering for

res identia l Lmits  where the res identia l units  a re priva tely owned provided the building will
be served by a  centra lized heating, ventila tion and/or a ir conditioning sys tem, and each
res identia l unit sha ll be individua lly sub-metered and respons ible for energy consumption
of tha t unit.

5.11.3.1 Sub-metering sha ll be provided and mainta ined by the builder or homeowners
associa tion.

5.1 1.3.2 Responsibility and methodology for determining each unit's energy billing shall
be clearly specified in the original bylaws of the homeowners association, a copy
of which must be provided to Company prior to Company providing the initial
extension.

5.11.4 Company will convert its  facilities  tram master metered system to a  permanent individually
metered system at the customer's request provided the customer makes a payment equal to
the residual value-plus the removal costs less salvage of the master meter facilities to be
removed. The new facilities  to serve the individual meters  will be extended on the basis
specified in Section l. Applicant is  responsible for a ll costs  rela ted to the ins ta lla tion of new
service entrance equipment.

5.12 CHANGE IN CUSTOMER'S  SERVICE REOUIREMENTS

Company will rebuild or revamp existing facilities to meet the customer's added load or change in
service requirements on the basis specified in Section 2.0 or 3.0.

5.13 S TUDY AND DES IGN P AYMENT

Any applicant requesting Company to prepare special studies or detailed plans, specifications, or cost
estimates will be required to make a payment to Company an amount equal to the estimated cost of
preparation. Where the applicant authorizes Company to proceed with construction of the extension,
the payment shall be credited to the cost of the extension otherwise the payment shall be
nonrefundable, Company will prepare, without charge, a preliminary sketch and rough estimate of the
cost to be paid by the customer for a line extension upon request.

5.14 SETTLEMENT OF DISPUTES

Any dispute between the customer or prospective customer and Company regarding the interpretation
of these "Conditions Governing Extensions of Electric Distribution Lines and Services" may, by
either party, be referred to the Arizona Corporation Commission or a designated representative or
employee thereof for determination.

5 .1 5 EXTENS ION AGREEMENTS

All line extensions or equipment upgrades requiring payment by the customer shall be in vwiting and
signed by both the customer and Company.
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SERVICE SCHEDULE 3
CONDITIONS GOVERNING EXTENSIONS OF

ELECTRIC DISTRIBUTION LINES AND SERVICES

5.16 ADDITIONAL P RIMARY FEED

When specifically requested by the customer to provide an alternate primary feed (excluding
transformation), Company will perform a special study to determine the request's feasibility and the
customer may be required to pay for the added cost as well as the applicable rate for the additional
feed requested.
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