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Jane L. Rodder
Administrative Law Judge
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

February 3, 2010

Pursuant to the discussion held during the Procedural Conference in the above» referenced matter on
January 21, 2010, Arizona Public Service Company ("APS") hereby submits: (1) APS's January 2008
application at FERC to increase wholesale rates charged to ED-3 as Late-Filed Exhibit 1; and (2)
Contract No. 89695 between APS and Electrical District No. 3, as Late-Filed Exhibit 2.

If you have any questions regarding the informationcontained herein, please contact Jennie Vega at 602-
250-2038.

RE:

Sincerely,

CC:

Attachments

LS/sl

Leland R. Snook

Leland R. Snook
Director
State Regulation & Pricing

.r

Arizona Public Service Company Sale of Electrical Facilities to Electrical District No. 3,
DOCKET no. E-01345A-08-0426

Steve Olea
Janice Alward
Lyn Farmer
Parties of Record
Docket Control

Tel. 602-250-3730
Fax 602-250-3003
e-mail Leland.Snook@aps.com
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Copies of the foregoing hand-delivered/emailed
this 31"d day of February, 2010 to :

Steve Oleo
Director, Utilities Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Janice Allard
Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Lyn Fanner
Chief Hearing Officer, Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix, AZ 85007

Meghan H. Grabel
Thomas L. Mum aw
Arizona Public Service
P.O. Box 53999
Phoenix, AZ 85072-3999

Paul R. Ogre
Law Offices of Paul R. Orme, P.C.
H. c. 63, Box 3042
Meyer, Arizona 86333-9703

Paul M. Breakman
Duncan & Allen
1575 Eye Street N.W.
Suite 300
Washington, D.C. 20005

Craig Marks
Craig A. Marks, PLC
10645 N. Tatum Blvd.
Suite200-676
Phoenix, AZ 85028

Denis Fitzgibbons
Fitzgibbons Law Office, PLC
P.O. Box 11208
Casa Grande, AZ 85130

I ll W H ll l l



Late-Filed Exhibit 1'

Morgan Lewis
Morgan. Lewis & Bocklus LLP
1111 Pennsylvania Avenue, NW
Washington, DC 20004
Tel. 202.va9.3000 .
Fax: 202.739.3001
www.morgan1ewis.com

counssLon.s AT LAW

January 31, 2008

viA HAND DELIVERY
Kinnbqrly D. Bose
Secremaxy
Federal Energy Regulatory Commission
888 Fii'st St., NE
Washington,DC 20426

r

~Arizona Public Service Company
Docket No. ER08-

Dear Secretary Bose:

Arizona Public Service Company ("APS") hereby submits for filing an original

and six copies of mWsiomto APS Electric Rate Schedule FERC No. 12 and APS Electric

Rate Schedule FERC No. 68 (the "Lease Power Agreexnents"). The purpose of this filing

is to charge the cmentrates in these rate schedules to more closely reflect the costs that

APS incurs in providing supplement service t0 Electrical District No. 3 of the County

of. Penal and State of Arizona ("ED-3") and Electric District No. 1 of the County of Penal

and State o f Arizona ("ED-l") (collectively referred to herein as the "EDs").

APS requests that the revised rates be accepted for filing 60 days following the

date of filing, to be effective on the first day of the month following the final order of the

Re:
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Late-Filed Exhibit l

Morgan Lewis
Kimberly D.Bose
January 31, 2008
Page 2 CO U N SE LQ KS AT LAW

Commission.l APS respectfully requests waiver by the Commission of any requirements

of the Commission's rules and regulations, as well as any authorization. as may be

necessary or required, topermit the revised rates to be accepted by the Commission and

made effective in the manner proposed herein.

1. COMMUNICATIONS

Communications regardingthis tilingshouldbe sent to the followingindividuals:

Suzanne K. McBride Antoine P. Cobb
Senior Attorney - Regulatory Manager, Federal Regulation
Pinnacle West Capital Corporation Arizona Public Service Company
801 Pennsylvania Ave., NW, Suite 640 400 North 5th Street, MS 8995
Washington, DC 20004 Phoenix, AZ 85004
Phone: (202) 347-8134 Phone: (602)250-3547
FRXI (202) 347-8136 Fax: (602) 250-2873
Email' suzanne.mcbride@pinnaclewest.com Email: antoine.cobb@aps.com

John D. McGrane
Morgan Lewis & Bockius LLP
1111 Pennsylvania Avenue, N.W.
Washington, DC 20004
Phone: (202) 739-'5621
Fax: (202) 739-3001
Email: jmcgrane@morgan1ewis.com

II. BACKGROUND AND GENERAL DESCRIPTION OF THE FILING

A. APS

APS, a whollyowned subsidiary of Pinnacle West Capital Corporation, .is a

public utility incorporated in the state of Arizona. APS engages in the generation,

transmission, distribution and sale of electricity in interstate commerce, and owns

facilities used for the sale and transmission of electric energy in interstate commerce.

l Under the Lease Power Agreements, APS may modify the rates under the just and reasonable
standard, but the rates .become effective only prospectively, upon "approval" of the rates by the
Commission, See Arizona Public Service Co.,1 FERC163,042 (l977), aj'1*"'d, 4 FERC 'l 61,101 (1978).

Page 2 of 63



4

electric services to more than one

within ED-3's

municipal oprporation.

commercial and industrial

Arizona

APS

34,645

Kimberly D. Bose
January 31, 2008
Page 3

is the

ED-3 is an Electrical District in Pined County, Arizona and is considered a

B.

square

second fastest growing

ED-3 and ED-1

miles

service

in

Since

territory.

the Phoenix

1960,

utility in the

million customers

APS has primarily served the area's residential,

both APS and ED-3 have served customers located

metropolitan

country.

historically served the..

area

in a service territory comprising

Presently,

and throughout

Morgan Lewis
CDUNSELOKS AT' LAW

APS provides retail

area's

the

im'gation

Late-Filed Exhibit l

state of

pumping loads. As explained in the affidavit of Mr. Justin H. Thompson, ED-3 and APS

own electrical systems in overlapping Arizona service territories. Within their respective

service territories, ED-3 and APS have an intertwined distribution network. Generally,

customers in the region may choose to take service from either APS or ED-3. In fact,

APS has certain retail customers that it. serves by use of the ED-3 distribution network

and ED-3 has certain retail customers that it serves by use of the APS distribution

network. From 196.1 through October 8 , 2001, ED-3 leased its transmission and

distribution system to APS pursuant to a Lease Agreement between the parties. The

Lease Agreement, combined with the Lease Power Agreement between APS and ED-3,

provided for APS to operate the leased ED-3 system to serve both ED-3's customers and

APS's own customers. The Lease Agreement expired on October 8, 2001.2 Thereafter,

APS and ED-3 entered into a settlement agreement that provided for certain interim

2 The Commission accepted APS's notice of termination .of the ED~3 Lease Agreement on
December 5, 2001. Arizona Public Service Co., Letter Order in DocketNo. ER02~65-000 (Dec. 5, 2001).
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Morgan Lewis
Kimberly D. Bose
January31, 2008
Page 4 COUNSELORS AT LAW

services, including service under a Lease Power Agreement (APS Rate Schedule FERC

No. 12) that was approved on July 5, 2002, to be in effect until the Arizona Corporation

Commission approved APS's sale of certain facilities to ED-3.3 As discussed below, that

approval has not yet been obtained. APS is experiencing a severe underrecovery of the

costs of providing the interim service to ED-3 which must be rectified.

ED-1, a sister entity of ED-3, is so a municipal corporation. ED-3 and ED-1

were consolidated on January 14, 1989, for all purposes relevant to this filing. While

there a re separate Lease Power Agreements for ED-1 and ED-3, . the business

arrangements were largely identical. In fact, the corporate identity of, and APS's

interactions with, ED-1 and ED-3 are essenidly indistinguishable with respect to these

agreements. ED-1 is also served on an interim basis under an almost identical Lease

Power Agreement (APS Rate Schedule FERC No. 68) that was also approved on July 5,

2002, as part of the same settlement agreement referenced above. The proposed changes

in rates apply equally to ED-1 's Lease Power Agreement and, hereafter, for convenience

any subsequent references to ED~3 apply equally to ED-1 unless specifically noted

otherwise.

c. The Lease Power Agreements

As discussed above, APS currently serves the EDs through the amended Lease

Power Agreements. Under the agreements, APS provides pre-.OATT grandfathered

transmission service to ED-3 for the wheeling of hydro power that ED-3 purchases from

3 See Arizona Public Service Co., Letter Order in Docket No. ER02-1761 (Jul. 5, 2002) (waiving
prior notice of termination requirements to permit cancellation of the Lease Power Agreement to become
effective "upon the sale of certain distribution facilities.").

r
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Morgan Lewis
Kimberly D. Bose
January31, 2008
Page 5 counss.Lous AT LAW

the United States Bureau of'Reclamation. APS also provides supplemental power.to

ED~3 for certain loads that are not covered by the al lotment of  hydro power.4

.Amendments to these agreements were accepted by the Commission as the result Of a

settlement agreement between APS and ED-3.5 The settlement agreement resolved all

issues among APS, ED-3, and Pinnacle West Capital Coloration with respect to the

parties' provision of transmission service and the ownership of certain facilities. Those

issues included the transfer to ED-8 of certain facilities owned by APS; the amendment

and deferred cancellation of certain transmission service and power sales agreements

between APS and ED-3 on tile with the Commission, the cancellation of other APS rate

schedules for service to ED-3; and the provision of transmission service over the ED-3

system. Under a key provision of the settlement agreement, APS and ED-3 agreed to

terminate the Lease Power Agreements elective upon the purchase by ED-3. of APS's

Sexton Substation.6 At the time these amendments were proposed, all parties involved

4 The amendments to the Lease Power Agreements also eliminated a previous service restriction
that limited ED-3 to serving irrigation pumping loads. However, the provision of the Lease Power
Agreement obligating APS to provide supplemental power and energy was unchanged and applies only to
ED-31s pumping loads. Therefore, APS is 8'ee under the Agreements to provide supplemental power and
energy to all loads, but is obligated to do sOnly with respect to irrigation pumping loads. APS has in the
past supplied ED-3 for loads other than pumping loads, largely as an interim measure in expectation of the
timely termination of the Lease Power Agreements. Because the Agreements have conNnued much longer
than anticipated, APS no longer anticipates being able to serve ED~3 loads other than irrigation pumping
loads under the Lease Power Agreements. APS is willing to discuss with ED-3 other avenues for meeting
those loads, and al' course, ED-3 is"d°ee under the Agreements to procure such power and energy from any
other source.

5
6

adjacent to APS and ED-3 service areas.

See Arzifona Public Service Co., Letter Order in Docket No. ER02-1761 (Jul. 5, 2002). .

Id The Sexton Substation is a 69/12 kV substation located at Highway 84 and Anderson Road,

I
1
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Morgan Lewis
Kimberly D. Bose
January 31, 2008
Page 6 counszLoas AT LAW

expected that the sale of Sexton and the resulting termination .of the Lease Power

Agreements would occur .within a short time 4dmame.7

However, the necessary ACC approva1s have been delayed, and with the lengthof

time that has transpired in the interim, the revenues APS receives for this supplemental

. 8. .
power are no longer lust and reasonable. Under the current rates, as shown m the

affidavit of Ralph L. Luciani, APS hams a negative return on the services it provides ED-

3. APS therefore proposes that the revised rates submitted with this Blind become

effective at the earliest possible date consistent with the terms of the Lease Power

Agreements, with billing at the new rates to begin on die first of the month following

approval by the Commission.

HI. PROPOSED RATE METHODOLOGY

APSbases the rates on a "emits most likely to serve" rate methodology that is

consistent with methodologies Previously approvedby the Commission As described in

the affidavit of Mr. Ralph L. Luciano, this methodology derives a demand charge of

7 . As further explained in the affidavit of Mr. Justin H. Thompson, the current. Lease Power
Agreements accepted on July 5, 2002, were meant as a short tem fix, with these Agreements terminating
after APS's Seton substation was sold to ED-3. Arizona Public Service Co.., Letter Order in DocketNo.
ER02-1'76l-000 (Jul. 5, 2002). An application to transfer the Sexton substation was filed with the ACC on
April 15,2002. Arber discussions with the ACC staff and with the concurrence of ED-3, APS on June 18,
2007, withdrew that application and is currently preparing a revised application for submission to the ACC
'm the near future.

8 Thecurrent demand charge for ED-3 was accepted on Judy 28, 1994 in Docket No. ER944413.
The current demand charge for ED-1 and the current energy charge for both ED-3 and ED-1 were accepted
on September 19, 1990 in Docket No. ER89-265 .

9 The Lease Power Agreements are short-term arrangements for the provision of supplemental
power and energytoED-3. ED-3 has no obligation to purchase supplemental power and energy from APS
and is 'Dee to choose any other supplier. Moreover, due to provisions of the Agreements that permit ii to
offset its demands with preference power, ED-3 effectively can avoid placing any billing demands on the
APS system. As a result, its choice of taking service from APS is simply an economic one, and the service
is fundamentally a coordination service.

Page 6 of 63
s
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Kimberly D. Bose
January 31, 2008
Page 7 COUNSELDRS AT LAW

$6,901 per MW-month and an energy charge of $82.86 per Mwh. These new rates

provide recovery of APS's actual cost to serve ED43, as opposed to the current rates,

which as shown by Mr. Luciani, result in a $14,746,703 deficit in cost recovery by APS.

As permitted by the terms of the Agreements, APS therefore proposes to change the

demand and energy charges included in the Lease Power Agreements.10 As also

permitted by the Agreements, APS also proposes to delete the fuel adjustment clause in

the Agreements and replace it with a Fixed energy charge consistent with the units most

likely methodology.

As required by Order No. 888, APS is unbundling the rates under these

agreements to specif ically delineate energy, demand and applicable transmission

charges." As noted above, the Agreements contain a grandfathered wheeling charge for

deliveries of preference power to ED-3. The Agreements do not permit a change in that

charge, and therefore the unbundled transmission charges will apply only to deliveries of

supplemental power and energy under the Agreements.

As noted, APS proposes to delete the existing fuel adj vestment clause, included in

both Lease Power Agreements as Exhibit I(A), to be consistent with the underlying rate

methodology. APS notes that the fuel clauses in the Lease Power Agreements were

i

I

modified in 2000 as part of APS and its affiliates' request for waiver of code of conduct

10 See Rate Schedu1e FERC No. 12, Article XVHI; Rate Schedule FERC No. 68, Article 20.

l l Promoting Wholesale Competition Through Open Access Non-Discriminatory Transmission
Services by Public Utilities, Recovery of Stranded Costs by Public Utilities and Transmitting Utilities,
Order No. 888, 1991-1996 FERC Stats. & Rags., Rags.Preambles1]31,036, 31,654 (1996), order on reh'g,
Order No. 888-A, 1996-2000 FERC Stats. & Rags., Rags. Preambles 'll3J,048, order on ireh',g, Order No.
888-B, 81 FERC 'J61,248 (1997), reh'g denied, Order No. 888-C, 82 FERC1]61,046 (1998), affd `m part
and remanded in part sub nom. Transmission Access Policy Study Group v. FERC, 225 F.3d 667 (D.C. Cir.
2000), aiff sub nom.New York v. FERC, 535 U.S. 1 (2002).

I

i
I
I
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on actual fuel and

Late-Filed Exhibit .1

for a

shall substitute charges from each such transaction based on the current Palo Verde Index

price for a similar duration transaction. Agdn, these caps in the fuel adjustment clause

were necessitated by the fuel clause itself and its inclusion of adjustments for actual fuel

and purchased power costs. Absent a fuel adjustment clause, there is no need for the

capping mechanisms.

12 When APS proposed a fUel-clause cap as part of its affiliate sales application, there were several
customers identified that purchased from APS under contracts with fuel clauses. Of those customers, the
only one that continues to purchase from AFS under a contract with 8 lite! clause and cap is ED-3. APS
also capped .the fuel component of the rate under its Coordination Tariff however, APS serves no
customers under that tariffs

in

in
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It should also be noted that in any event, the EDS are not captive customers within

the meaning of Order No. 69793 They are completely free under the Lease Power

Agreements to procure supply 5'om any party, and indeed, they and APS have already

filed for termination of the Lease Power Agreements and the parties continue to expect

the Agreements to terminate in the near future.I4

APS therefore also requests that as part of its acceptance of the proposed rates, the

Commission confirm that the modifications do not interfere with the existing waiver of

code of conduct restrictions on APS and its affiliates ls

IV. CONTENTS OF FILING r

This filing consists of the following documents:

C This Transmittal Letter

• Affidavit of Mr. Justin H. Thompson;

• Affidavit of1VIr. Ralph L. Luciani;

Exhibit APS-1 Units Most Likely Methodology;

• Exhibit APS-2 Red-lined APS Rate SchedUle FERC No. 12 Sheets;

• Exhibit APS-3 Red-lined APS Rate Schedule FERC No. 68 Sheets;

13 See Market-Based Rates For Wholesale Sales of Electric Energy, Capacity and Ancillary Services
by Public Utilities,Order No.697,FERC Stats. & Rags. ll 31,252 (2007); order on claryicarion,121 FERC
'J61,260 (2007). .

14 APS aclmowledges that the parties expected that the Agreements would have terminated some
time ago. However, to the extent the required ACC approval necessary for such termination is not received
'm the near fixture, the Agreements do provide renegotiation of the earlier settlement agreement in order to
reach the same economic result; APS believes that termiNation ofthe LeasePower Agreements is required
to accomplish that result.

15 APS notes for information purposeSthat its need for waiver of code of conduct restrictions may be
eliminated later this year, due to anticipated changes in affiliate businesses. APS's wholesale marketing
affiliate, Pinnacle West Marketing & Trading Co. LLC, is winding down operations, and APS Energy
Services, Inc., APS's retail marketing arm, is transitioning away lion any wholesale operations.

Page 9 of 63
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• Exhibit APS-4 Clean APS Rate Schedule FERC No. 12 Sheets;

Exhibit APS-5 Clean APS Rate Schedule FERC No. 68 Sheets

v . EFFECTIVE DATE AND APPRUVAL

APS requests that the proposed rates be accepted for filing and. the new rates

made effective on the first day or* the month following Commission approval in a final

order on the rates. APS's proposed rates follow a methodology that has been approved in

the past filings of other entities. APS has followed this approach in order to facilitate the

Commission's review of its filing and to enable the Commission to accept the filing

without further proceedings. APS is also using an ROE for its rates that is the same as

that accepted for filing in Docket No. ER07_23," and believes the ROE proposed falls

well within the range of reasonableness.

VI. REQUESTS FOR WAIVER

APS respectihlly requests the Commission to waive any requirements necessary

to allow the change in rates to take effecters requested herein. In addition, due to

unforeseen, intervening circumstances, APS requests that it be granted waiver to

supplement this filing in the coming days with the completed signature page ofthe Ralph

Luciano affidavit.

VII. SERVICE

APS is serving a copy of dis filing on ED-1 and ED-3. In addition, APS

representatives have met Mth representatives of the EDs and discussed this proposed

filing prior. to submitting this filing. APS is also serving a copy of this filing on the ACC.

16 See Arizona Public Service Co., Letter Order in Docket No. ER07-23 (Dec. 6,2006).
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am. STATEMENT ON EXPENSES OR COSTS

No expeNses or costs included in this filing have been alleged or judged in any

administrative or judicial proceeding to be illegal, duplicative o r unnecessary costs that

are demonstrably the product of discriminatory employment practices.

IX. CONCLUSION

APS respectfully requests that theCommission accept these proposed rates and

make them effective upon issuance of the Cotn1n.ission's final Qvzder, with billing at the

new rates to commence on the first day of the month following such order.

Should additional information berequired, please contact the undersigned.

Respectfully submitted,

»!t4~ 8/ WE Wm \ (
I*

John D. McGrane
Morgan, Lewis & Bocldus, LLP

Suzanne K. McBride
Pinnacle West Capital Corporation

Attorneys for
Arizona Public Service Company

Enclosures

e

cc:Ernest G. Johnson, Director, Utilities Division, Arizona Corporation Commission
C h r i s  K ee l ey ,  C h i e f  L eg a l  C ou n s e l ,  A r i z on a  C or p or a t i on  C oM m i s s i on

Grant Ward, General Manager, ED-1 and ED-3
Kenneth Saline, K.R. Saline and Associates
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UNITED STATES OF AMERICA
. BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Arizona Public Service Company EROS-

AFFIDAVIT OF
JUSTIN H. THOMPSON

My name is Justin H. Thompson. I am Director of Commercia1IOperations for Arizona

Public Service Company (APS). I have a B.S. in Nuclear Engineering from the University of

Arizona and an MBA from Keller GradUate School of Management. I have over 22 years of

experience in the areas of power plant operations and development, engineering, security, Federal

and Swte Re91mion and power marketing. My business address is 400 N. Fifth Street, Phoenix,

AZ 85004;

The purpose of this affidavit is to give background information related to Electrical District

No. 3 (ED-3) and explain the reasons for our tiling. APS currently serves ED~3 under a Lease

Power Agreement (Rate Schedule FERC No. 12) that was approved on July 5, 2002. APS also

serves ED-1 under an almost identical Lease Power Agreement (Rate Schedule FERC No..68) that

was also approved on July 5, 2002. (ED-3 and ED-1 were consolidated in 1988 for all purposes

relevant to this ii1ing.IThe proposed changes inmates apply equally to their existing Lease Power

Agreements and hereafter any references to ED-3 apply equally to ED-l unless specifically noted.)

The agreements were the result of a 2002 Sett1ementAgreeMent between Pinnacle West Capital

Corporation (PWCC), APS, and ED-3 that resolved all issues with respect to the parties' provision

of services to each other.

ED-3 is an Electrical District in Penal County, Arizona and is considered a municipal

corporation. ED-3 and APS own electrical systems in overlapping service territories in the Pinar

County of Arizona: Between 1961 and October 8, 2001 , ED-3 leased its electric transmission and

distribution system to APS under a Lease Agreement between ED-3 and APS. The Lease

Agreement expired on October 8, 2001, but APS still had numerous retail customers connected to

1
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*

the ED~3 system that are served using that system,

application under Section 211 of the FPA for an order requiring ED-3 to provide network

transmission service over the ED-3 system for the delivery of electric power and energy to APS

meters serving retail customer located on and within the ED~3 system. The Federal Energy

Regulatory Commission (Commission) issued a proposed order directing ED-3 to provide the

requested service and gave the parties time to engage in settlement discussions to resolve the rates,

terms and conditions of service. On April 15, 2002, PWCC, APS, and ED.-3 entered into a

Settlement Agreement.

On October 9, 2001, PWCC filed an

Under the Settlement Agreement, APS was to transfer certain facilities to ED-3 including

distribution lines and APS ' Sexton Substation and ED-3 was to provide transmission to APS. APS

was to continue providing transmission service under the Lease Power Agreements to ED-3 for the

wheeling of hydro power tram the United States Bureau of Reclamation and supplemental power

for certain loads of ED-3 not covered by their allotment of hydro power. The Settlement

Agreement and the Lease Power Agreements were meant as a short-term He, with the Lease Power

Agreements terminating upon the transfer of the Sexton Substation to ED-3. Once terminated, ED-

3 was planning to obtain transmission and supplemental service 'from other sources or negotiate a

new contract with APS. After the Commission approved the amendments to the Lease Power

Agreements, APS and ED-3 filed with the Arizona Corporation Commission (ACC) a request to

approve the transfer of distribution lines and the Sexton Substation. The ACC has yet to act on the

parties' request, leaving the Lease Power Agreements in effect much longer than anyone

anticipated. ANS and ED-3 are currency working on a supplement tiling to the ACC in an effort to

resolve the remaining issues of the case.

When APS agreed to the amended Lease Power Agreements approved on July 5, 2002,

APS believed the rates in the Agreements would only be in effect for a short time and that ED-3

would most probably purchase supplemental power §'o1n another source knowing that we would

need a substantial rate increase to continue providing power. Under the current rates, as shown in

the affidavit of Ralph L. Luciano, APS is losing money through the Agreements. Given the

circumstances, APS requests that the new rates be accepted for filing and become effective upon

Commission approval, in accordance with the terms of the Lease Power Agreements.

2
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I

Under the Lease Power Agreements, APS prow'des supplemental power to ED-3 to serve

certaiN loads not covered by their allotment of hydro power from the United States Bureau of

Reclamation. The current rates in the Lease Power Agreements can be found in Exhibit I of the

agreements and is composed of a wheeling charge, a customer charge, a demand charge and an

energy charge. The energy charge is further adjusted eacirmonth by a fuel cost adjustment clause.

ED-3 is the only customer of APS that continues to have a fuel adjustment clause in its contract.

The current demand rates were proposed and made effective in 1994, Docket No. ER94~l413,

when sales to ED-3 were minimal.. The current demand rates for ED-l woe actually made

effective on July 23 1989, in Docket No. ER89-265. The energy charge was last changed for ED-

1 and ED-3 in Docket.No. ER89-265 as well. Over die years, the deliveries of supplemental power

from APS under the-Agreements has increased dramatically, which, combined with increased

costs, requires APS to propose the new demand and energy charges, and to eliminate the fuel

adjustment clause. By changing these rates APS is also required to unbundle the current rates.

Thus, APS is also proposing a pass through of the charges for Network Integration Transmission

.Service under the Company's Open Access Transmission Tariff that is applicable for the delivery

of supplemental power and energy. The newrates are derived using the -units most likely to serve

methodology as explained in the affidavit of Mr. Ralph L. Luciani.

For review, attached to this tiling as Exhibit APS-I is the proposed units most likely

methodology. Exhibit APS-2 through 5 are clean and redlined versions of Exhibit I of the Lease

Power Agreements that shows new demand and energy rates and addresses how ED-1 and ED-3

will be billed for transmission service; The Commission's acceptance of the notice of cancellation

of the Lease PoWer Agreements upon the purchase by ED-3 of APS's SextonSv.bstation will

remain effective. APS will notify the Commission when the transfer of MeSexton Substation is

completed and the Lease Power Agreements are thereby terminated.

3
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Subscribed and sworn to before me this 31" day of January, 2008.

I..Tustin H. Thompson, being duly swam, depose and state that die contents of the foregoing
Affidavit are true, correct and complain to the best of my knowledge, information and beliefs

Arizona Public Service Company

UNITED STATES OF AMERICA
BEFORE nm

FEDERAL ENERGY REGULATORY COIVIMISSIUN

AFFMAVl1i OF
JUSTIN H. THOMPSON

ER08-

ISABELC. CABRFRA
notary Pubic, Simi at Arizona

Maricopa county
My Commiaslorl Explror

supumhnr 161 zoos

Late-Filed Exhibit 1

r

t bra-Iirson
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Late-Filed Exhibit 1
9

Affidavit of
Mr. Ralph L. Luciani
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Late-Filed Exhibit l

UNITED STATES OF AMERICA
BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Arizona Public Service Company EROS-

AFFIDAVIT OF
RALPH LLUCIANI

My name is Ralph L. Luciano. I am a Vice President of CRA International, Inc. (formerly,

Charles River Associates, Inc.) My business address is 1201 F St., NW, Washington, DC 20004. I

have more than 20 years of consulting experience analyzing economic and financial issues

affecting the electricity industry, including those related to'costing, ratemaldng, generation

planning, environmental compliance, fuel supply, competitive restructuring, stranded cost, asset

valuation, wholesale power solicitations, power marketing, and Regional Transmission

Organization costs and benefits.

Prior to joining CRA, I was a Senior Vice President at PHB l-Iagler Bailiy, and a Director at

Putnam, Hayes and Bartlett, Inc. I hold a B.S. in Electrical Engineering and Economics from

Carnegie Mellon University, and a M.S. from the Graduate School of Industrial Administration at

Carnegie Mellon University. I have previously testified before the FERC, the Arkansas, Maryland,

Kansas, Louisiana, Maryland, Missouri, Ohio and Pennsylvania state regulatory commissions, and

the Ontario Energy Board.

I was asked by the applicants to compute demand and energy charges based on the

Commission's units most likely methodology. The results of my calculation are included in

Exhibit APS~1 to the application, and this statement explains the methodology used to derive the

demand and energy charges. .

Exhibit APS-1 provides cost support for the proposed demand and energy charges under

Exhibit I of the Lease Power Agreements with Electrical District Number Three of the County of

Pima] and State of Arizona ("ED~3") (Rate Schedule FERC Nos. 12 and 68). The cost-suppodW

1

I
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.r

rates are derived 'firm the weighted demand cost of a group of the Arizona Public Service

Company ("APS") generation resources 'that are likely to be used to provide service under the

Lease Power Agreements.

This group of resources was selected under FERC's "stacldng" method, under which

APS's generating facilities are stacked in increasing order of libel cost per kph. The resources

located in the stack between the minimum and maximum monthly APS peadar loads me selected as

the "likely resources". For purposes of this analysis, the minimum monthly APS native peak load

was used as the minimum monthly peak, The maximum monthly peak was calculated as the sum

of the maximum Monthly APS native pedc load and the maximum monthly ED-3 load.

The annualized demand charge for each of the likely resources is estimated, and these

annualized charges are weighted by the amount of available capacity of each resource to arrive at

the total demand charge. The available capacity of each likely resource is the difference between

the resource's capacity factor and its availability, multiplied by the resource:e's capacity.

Page 4 of Exhibit APS-1 shows the individual APS resources, sorted (50:11 lowest to

highest) by 2006 fuel costs per KWh of net generation. The long-standing 480 MW exchange

purchase with PacifiCorp is shown at the bottom of the stack The minimum monthly peak load in

2006 was 3,550 MW, and the maximum was 7,236 MW. The next to last column entitled "Likely

to Participate Unit?" indicates with a "I" those resources that are in the stack between the 3,550

MW minimum and the 7,236 MW maximum. These are the likely resources for APS. The plant

factor, or capacity factor, for each of these resources is shown in the last column on page 4.

Page 5 of Exhibit APS-1 shows the calculation of O8cM charges per kW for each of the

likely resources, using 2006 FERC Form 1 data The O&M charges listed for the Salt River

Project purchase are the 2006 demand charges associated with this purchase. Forpurposes of this

analysis, both demand-related O&M ($/kW) and variable O&lVI (S/Mwh) was derived. FERC

Form 1 page 402 and 403 non-fiiel production expense items not treated as demand-related Were

treated as variable in this calculation. 9
32
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Late-Filed Exhibit 1

Pages 6-8 of Exhibit APS-I provide the calculation of the 14.45% fixed charge rate

applicableto the grossbook value (installedcost)of eachof the likelyresources. The fixed charge

rate includes components for depreciation, income taxes, return, deferred income taxes, worldng

Capital, and an allocation of general plant. O&Mexpenses are excluded from the fixed charge rate

because these are included separately. Nearly all of the data entered into the calculation of the

fixed charge rate comes from the 2006 APS FERC Form 1, including the data used to derive the

capital structure of 47% debt and 53% equity, A return on equity of 11.50% is applied based on

the recommendation of William Avera in his recent testimony on behalf of APS in the APS retail

rate case in Arizona,' and the Commission recently accepted a similar return on equity for APS in

Docket No. ER07-23. z ,

Finally as shown on page 3 of Exhibit APS-1, APS calculated the ma>dmum demand

charge by weighting the annual costs of each likely resource based on its "available capacity"

[Column] compared to the total available capacity of all the participating generating resources

used in the calculation.

The available capacity was determined by subtracting the resource's capacity factor [page

4, column labeled "Plant Factor"] tim its equivalent availability factor [page 3, column l], and

multiplying that amount by the resource's nameplate capacity [Page 4, column labeled "Nameplate

Capacity"]. The weighted annual costs for each participating resource was determined by

multiplying the resource's total annual cost per installed kw' by the resource's expected

participation,4 and then dividing by the resource's equivalent availability factor.5 This cost, in

$/kW, was converted to $/MW by multiplying by 1,000. . . .

1 See Testimony of Dr, William Avert, Arizona Corporation Commission, Docket No. E-01345A-05-0816, Nov. 4,

2005)

z See Arizona Public Service Co., Letter Qrder in Docket No. ER07-23 (Dec. 6, 2006).

3 Calculated as the resource's installed cost per kW multiplied by the fixed charge rate, plus the resources O8:M per

kw. v

4 Calculated as the resource's. available capacity as a share of the available capacity of all of the likely resources.

5 The equivalent availability factor ("EA.F") was obtained from the most recently available NERC Generating Unit
Statistical Brochure, based on the type and size of the resource. If units of various size and type comprise the

3
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The individual resource weighted annual costs were added togetherlto derive die oven-dl

weighted annual cost of $75,183 per MW, before losses( An adder for demand losses was then

applied based on the loss factor listed in the Lease Power Agreements. As shown on page 3, the

total weighted annual cost is $82,817 per MW-year. Based on this annual demand charge, the

monthly demand charge is $6,901 per MW-month.

FERC Form No. 1. data was also used to determine an energy charge. As shown on Page 3

variable O&M expense and a feel expense per MWh was derived for each participating unit.

Weighted annual feel and variable O&M costs were derived by multiplying are MWh expenses by

the resource's expected participation. An adder for energy losses was then applied based on the

contractual loss factor listed in the Lease Power Agreements. As shown on page 3, this resulted 'm

a $78.95 per MWh charge for fuel and a $3.91 per MW11 charge for variable O&M, for a total

charge of $82.86 per Mwh. , .

.Page 2 of Exhibit APS-1 lists EDS's monthly 2006 demand and energy takes, the actual

2006 revenue paid, and the revenue that would have been paid under the cost-of-service charges

discussed above. Page 1 of Exhibit APS-1 compares the actual 2006 revenue with the cost-of-

service charges. .

resource, a weighted average EAF for the resource was calculated based on the capacity of each of the underlying
units.

4
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UNITED STATES OF AMERICA
BEFORE THE .

FEDERAL ENERGY REGULATORY COMMISSION

Arizona Public Service Company ER08-

AFFIDA OF
'RALPH LLUCIANI

1, Ralph L. Luciano, being duly swam, depose and State that the contents of the foregoing Affidavit
are true, correct and complete to the best of my knowledge, information and belief

Ralph L. Luciano

Subscribed and sworn to before me this 31* day of January, 2008.

Notary Public

5
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Exhibit APS-1
Units Most Likely

Calculation
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2.0

The following charges and provisions shall be applicable to District.

I'

I .0

Arizona Public ServiceCompany
FirstRevisedRate Schedule FERCNu, 12 .

*

The District shall pay the Company monthly for electric power and energy supplied by
the Company and delivered by the Company for the District, in accordance with Article
ll of the Lease Power Agreement, and in accordance with the following rate provisions
effective October l, 1994. The energy charge and any applicable discount will be applied
to the kiiowutthours used monthly by each pump served for the District, whether
privately owned and operated or operated by .the district, and the total amount thus
obtained will be divided by the total kilowatthoun: used that morph by all of said pumps
to determine the average energy charge per kilowatthour. The average energy charge so
determined each month will be multiplied by the number of kilowatthours supplied and
delivered that month by the Company to ad/or for die Distr ic t, as determined 'm
accordance with this Exhibit I to the Lease Power Agreement, to determine the monthly
energy chargebilling.

in addition to the above sames 'm this Section 2.0. the Customer will be billed a mass

thrush of the charges liar Nawurk Integnnion I;'ansmipdon Service under tl'£
Company's Oven Access Transmission Tariff that is applicable tr MMIWm of

avnnl¢!n~m4al.n9wsr.4n4=.1wr9 ft9m.**=° 42041944

Demand Charge:

Energy Charge:

Less, where applicable, .05 cents/kWh discount for scrvioe rendered through the
customer's own secondary voltage line transformer.

Customer Charge:

Base Monthly Rate:

4

ARIZONAPUBLIC SERVICECOMPANY

I

§6.901 per kg £,_plus

$11.00 p¢r connected pump, plus

LEASE POWER AGREEMENT
WITH

ELECTRICAL DISTRICT NO. 3

FPC RM Schedule No. 12

EXHIBIT I

First R¢\'i5¢4L$!1£9!.blQ= 15.*
_Sym-.gggllna

Effective. Date Appt 1_.~80*l¥~ I  .
r

wr.  -  1
|
4

4

i D8l&tld= Ocmber1, 2oo0

j_"=

5
Ragulltion

*Delltld: Charge dull be that Slow of
. Billing Dzmnnd as an forth in the
"Schedule of Deuumd Charges* below.

i_Dd9d: 21

I

3

Q Formated:Jus!l6ed

F Deleted: (Tn be eff:clive1
I 16101/94 lhluugb 128 I I94N

Dilltld: ll8¢I1li
I

Dl l lllls AllaFhupper

Dallmlz-ounhr L 1941

Danni: Discuss, Pricing A

8 amend: orlgimn

Formatted:JusdNed
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Arizona Public Savicc Company
First Revised Rate Schedule FERC No. 12_

rim RevisedShh! no. 16
s m.Qim»l§n

I

.
3.0 ,[Resea'vedl

Farmatmd: JIJS£H9ed

I L:/xwqfaauw uemwdns

440 Base Monthly Minimum:

E m m a
_ . - - -  Dl l lUld= 8nlladulun:fDglandChlllnq

1
10101841

M
I2 BU9 4 1
516.541

Customer Charge, plus
- =°==~

Deleted: The Base Monthly Rate shall r

)

Demand Charge

i . -  " " ._.., . . . . ... .... . ..

s be ndju9nud in acwmdamcae with Exhibit
VIA) attached hereto and made a pan

. hc luof. ..
.J

5.0 Determination of Billing Demand kW and Billing Energy kwh:

(a)(i) The kilowatts supplied at the pumps by the Company and to be billed
monthly under the rate provided above shall be determined as follows' -

D o  D o - D h

Do EEcctive during the period October 1, 1994 through December 31, 1994,
Do is the number of kilowatts billed by the Company during the month at
the pumps.

Dp is the maximum monthly kilowatt load at the pumps as determined in
Paragraphs (b)(i) and (b)(ii) hereof

Dh=Ddx(l-Ld)

Dd is  the monthly kilowatts from the Authority and/'or f rom other
sources utilized at the substation by the District during the billing
month. '

Ld shall equal actual losses computed and billed by the Company; the
revised loss factor shall equal 9.218% (which is representative of
the annual average Company system kilowatt loss factor for the
rhona as determined in Paragraph (b) hereof).

( i i ) The kilowatthours supplied and delivered by theCompany to the pumps to
be billed monthly under the rate provided above shall be detcrmiried as
follows'

Dllill¢§1°Ll&nPluppur " 1

. l n¢letn¢:o¢mb=r!,1994 " E

l.Reglla§9u . .
.. Luelemed:O=mb¢f f, 2000

f : DirecWt, Pricing a

I

.» ..

Inued 119. pavaa.4 Ilgrgggrg. . 1

.*i4=-Pr»a=id¢"1 P'°w=¢.M44ie9t€nz€Ir!4i4»s.
l i i led on: 4 I ! 9 £1 ! , §M 8

Eifs=Q¢iv¢.l24t¢4 Pwlti! ! ,.20U&

>

I
n

I
I
I

I

I

Where:
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2.

3.

4.

Arizona Public Service Company .
First Reused Rate ScI1edu!e FERC No. \z__~_..

1.

4.1

The Parties agree that no imposition of such Sales Tax or other sales ardor use taxes or
other similar imposition should be made.

The Parties agree as follows:

Elewical  D is tr ic t  No.  Three ("Dis tr ic t" )  and Ar izOna Publ ic  Service Company
("Company") entered into a Lease Power Agreement, dated July 7, 1961 ("Agreement")
which provide for a Tax Charge "... to cover the 'Arizona Transaction Privilege (sales)
Tax', (which Tax Charge may be) imposed uponall rates, charges and billings under this
Agreement ..." District and Company enter into this Indemnity in light of the following
facts:

If such tax is applicable to Company, the Agreement makes such tax a part of Distn'ct's
rate, thereby placing the burden of such tax on District.

1.2

LI

Company shall not charge the Tax Charge set forth in the AgreeMent unless and
until the Arizona Department of Revenue ("State"), Arizona cities or other
governmental units required the payment thereof by Company.

A Tax Charge was included to cover the Arizona Transaction Privilege Tax
("Sales Tax") if it owe to be imposed. However, since then the Max statutes have
been ainnended exempting sales for resale from tax, whichpreswurrptively includes
wheeling. Nevertheless, is new Tax Charge will be included to cover the Sales
Tax and Penal County Transportation Excise Tax for wheeling and administrative
services under the Agreement.

The new Tax Charge is included as an economic precaution based on prior
experience despite the fact that the District and Company agree that A.R.S.
Section 42-1301, et seq., exempts from application of a Sales Tax or other sales
and/or use taxes or other similar impositions the wheeling and administrative
services provided under the Agreement.

OF THE
TAX CI-IPIRGE

.l$i<ii§-é4ti%Lfi§»aII.Qr>i" *

First Razvifsud Shcul Nu. 10

QQ8§.!L2.!.,S-h4;LI39.,.l9

. \
4
I
J
l
a
J
.L

4I
|.
,.

1

4

* .r
J !

1

2

{
|

DB18t8d= BXHBIT l(A)1] I
1

g FUEL cost ADIUSTMENT QLAUSB1 8
¢ 1
4 (I) . The billhgy Mr service luldued
4 during um b»1!ing anouilh shall b¢ I
g increased ardecreasectby an ad_ilmrnem I
1 alnuum we kiluwndmur of sales (ro the
nearer U.000l¢) equal to Me diiuence

_'between :he fuel cost per kihwambour of
. sale; for that month and the base periné.
* calculated as l'ollows:1[
. An/ilutmenl Facer -

uh -a:-orig1znl Shuin§.I9*

* -.-sualnnams:(um:
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Late-Filed Exhibit 1

Arizona Public Seurvice Company
FERC Rate Schedule No. 12

Onlginal Sheet No. 1

Page 19: [11 puma ncsnrszs. 1f3oTnos 11:10:00 AM
ExH1B1T1(A)

FUEL COST ADJUSTMENT CLAUSE

(1) The biumgl/ for service rendered during the billing month shall be increased or decreased
by an adjustment amount per kilowatthour of sales (to the nearest 0.0001 ¢) equal to the
difference between the fuel cost per ldlowatthour of sales for that month and the base
period, calculated as follows:

As_uustmentFactor =

Where:

1.2438 ¢ /kwh

"F". is the expense of fossil and nuclear fuel ascertain purchased power

costs in the current period and "S" is the kph sales in the current period,
as defined below. .

The applicable corrected monthly fuel adjustment factor for any given month shall be
capped at a level that is the lowest of: .

the actual fuel adjustment factors normally calculated including inter-
affiliate transactions,

the average of the actual corrected fuel adjustment factor for the same
month for 1998 and 1999, .or .

recalculation of the actual fuel adjustment factor so as to reflect:
for sales APS makes to an af f i l iate, the FAC calculation shall

substitute revenues tram each such transaction bed on the
current Palo Verde Index price for a similar duration sale, and

for sales an aff i l iate makes to APS, the FAC calculation shall
substitute charges tram each such transaction based on the current
PalO Verde Index price for a similar duration transaction.

The calculation of the applicable monthly "Hold Harmless" corrected fuel
adjustment factor shall be performed in accordance with Exhibit IV(C).

(2) Fuel and purchased power costs (F) shall be the cost of:

(i) Fossil aNd nuclear fuel consumed in the Company's om plants, and the
Company's share of fossil and nuclear fuel consumed in jointly owned or leased
plants; plus

(ii) the actual identif iable fossil and nuclear fuel costs associated with energy
purchased for reasons other than identified in paragraph (2)(iii) below; plus

if Billing under this clause will prclirninarily be based on the billing month's sales multiplied by the adjustment fetor determined

from the second preceding month. The bil l ing thus determined will be corrected to the adjustment factor determined for the
billing month. Such correction wil l  be made two months after the preliminary billing.

Issuedby: Alan Proppa Effective Date: August 25, 2000
Director, Pricing &. Regulation
Issued on: July 10, 2001 Page 40 of 63
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Arizona Public Service Company
FERC Rate Schedule No. 12

Original Sheet No. 2

(iii) the net energy cost of energy purchases, exclusive of capacity or demand charges
(irrespective of the designation assigned to such transactions) when such energy is
purchased on an economic dispatch basis. Included therein may be such costs as

. S ection Break (Next Page)=-

the charges for economy energy purchases and the charges as a result of scheduled
outage, adj such kinds of energy being purchased by the Company to substitute for
its own higher cost energy; and less

(iv) the cost of fossil and nuclear fuel recovered through 811 inter~systemsades and
specific deliveries; plus

(V) a credit to allowable fuel and purchase power costs which passes to jurisdictional
customers 75% of the benefits of sales transactions made under the aegis of the
Conformed Western Systems Power PoOl Agreement. Such credit shall be
cadcdated in accordance with Exhibit IV(B).

(3) Sales (S) shall be all kWh ls sold, excluding inter-system sales and specific deliveries.
Where for any reason, billed system sales cannot be coordinated with fuel costs for the
bill ing period, sales may be equated to the sum of (i) generation, (ii) firm purchases, (iii)
economy purchases, less (iv) energy associated with pumped storage operations, less (v)
into-system sales referred to in paragraph (2)(iv) above, less (vi) total system losses.

(4) The adjustment factor developed according to this procedure shall be modified to
properly allow for losses (estimated if necessary) associated only with wholesale sales for
resale.

(5) The adjusnnent factor developed according to this procedure may be further modified to
allow the recovery of gross receipts and other similar revenue based tax charges
occasioned by the israel adjustment revenues.

(6) (41) The met of fossil titer shall include those items listed in Account ISM of the
Commission's Unifcmn System of Accounts for Public Utilities and Licenses.
The cost of nuclear fuel shall be that as shown in Account 518, except that if
Account 518 also contains any expense for fossil fuel which has already been
included in the cost of fossil fuel, it shall be deducted from this account.
(Paragraph C of Account 518 includes the cost of other fuels used for ancillary
steam facilities.)

(b) The cost of both fossil filet and nuclear iilel shall also reflect all refunds and
credits (including any applicable interest) not in excess of $25,000 for the FERC
jurisdict ional  al location of  any single rel i lnd/credi t  received f rom fuel
suppliers/vendors applicable to previous period (non-current) payments made to
such suppliers/vendors for fuel or other related allowable expenses. If  such
refunds/credits are not passed through and credited to applicable fuel accounts for

l
I

l

!

Zr Specific dclivCriel aw intended to include transactions for which the rate is tied m hid cum of qaecific plants or units.

Issued by: Alan Pippa . . Effective Date: August Zs, 2000

Dinractnr, PriCing & Rcgutatisn

Issued on: July 10, 2001
Page 41 of 63
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Arizona Public Service Company
FERC Rate Schedule No. 12

Original Sheet No. 8

more than one billing cycle after tHe Company's receipt of such reminds/credits,
the Company shall include an appropriate interest credit computed in accordance
with 18 C.F.R. §35.19(a).

page Break

(7) Notwithstanding the specified aforementioned treatment of fuel and purchased power
costs for purposes of inclusion 'm determining the Company's monthly Fuel Cost
Adjustment Clause (FAC) factor, the following specific credits/debits to Account 518
(nuclear fuel expenses) related to Spent Nuclear Fuel Disposal Cost refunds received
from thefUnited States Department of Energy covering the period October, 1986 through
January,.1994 shall be allowed for inclusion in computing applicable monthly FAC
factors:

10/86
07/88
10/88
10/89
12/90

.01/91
02/91
03/91

04/9]
05/91
06/91

($2,232)
($5,S26)

.($l5,534)
($18,970)

($2,I77,153)
($63,884)
(859,363)
($63,981)
($52,520)
($54,089)
($69,544)

0'7/91
08/81
09/91
10/91
11/91
12/91
02/92
06/92
07/92
01/94

($80,234)
(369,045)
($64,688)
($59.,390)
(339,207)
$550,519

($147,600)
$11, 136

($543,312)
$381,252

(8) Additionally, credits to Accounts 501, 547, and 555 related to refunds received firm EI
Paso Natural Gas Company as a result of FERC Docket Nos. RP90-81-000, RP9l-26-
000, RP91-188-000, and RP92-60-000 shall be allowed for inclusion in computing
applicable monthly FAC factors. In the aggregate, such credits covering the period
March 1990 through July 1994 are in the amount of($1,l68,468).

»----page Break--~
EXHIBIT I(B)

SAMPLE
COMPUTATION OF WSPP CREDIT

FOR INCLUSION IN FERC FUEL ADJUSTMENT

MONTH OF:
Economy Sales/
Unit Commitment Sales/
System Capacity Sales:

I . Actual Revenue & Costs for Affilate Transactioris

(1) (2) (3) (4)

Issued by: Alan Prosper .
Director, Pricing & Regulation
Issued on* July 10, 2001

Effective Date: August 25, 2000

Page 42 of 63
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.Arizona Public SeWice Company
FERC Rate Schedule No. 12

Original Sheet No. 4

Customer
Total

Sd98 Revenue

($)

F uel Cost
(8)

Wheeling Costs
no

Markup
Col (1) - Col (2) _ Col (3)

LADWP
NPC
SCE
SDG&E
SMUD
PWCC
TOTAL SALES

23,150
. 4,250

217,914
45,788

126,338
35,000

17,703
3,213

161,272
29,351
88,257
22,000

106
65

1,047
250
678
100

5,341
972

55,595
16,187
37,403
12,900

128,398
X 75%
$96,299A. Amount to be compared for possible credit to Fuel Adjd~tment

(4)

Customer

I I . Revenue Based on Palo Verde Index Affilate Transactions

(1) (2) 01
Total

Sales Revenue

(8)

Fuel Cost

($)

Wheeling Cost"
(3)

Markup
Col (I) - Col (2) - Col (3)

LADWP
NPC
SCE
SDG&E
SMUD
PWCC
TOTAL SALES

23,150
4,250

217,914
45,788

126,338
38,000

17,703
3,213

161,272
29,351
88,257
22,000

106
65

1,047
250
678
100

r

5,341
972

55,595
16, I87
37,403
15,999

131 ,398
x 75%
$98,549B. Amount to be compared for possible credit to Fuel Adjustment

Amount tobe Credited to Fuel Adjustor (Higher Dollar AMount of A or B) = 898.549

Page 19: [21 Sauna . T moéiiszi . . " ' uSo/zooS 11:10:00AM
fl/ Reflects only those wheeling costs incurred by APS.

_ . .. _ - --_--Sectlon Break (NextPa9e)-=-====-»- _.lr-

EXHIBIT I(C)
Arizona Public Service Company

Fuel Cost Adjustment Clause "Hold" Hamuless" Calculation

(I). Actual Corrected
. 1998 FAC Factor
(2) Actual Corrected

1999 FAC Factor
Average

(Rowl + Rows)
(3)

Jan

(0L4090)

(0.2159)

(0.3125)

Table I
Calculationof APS' "Hold Harmless" Factor

Feb Mar Apr May

(0.2277) (0.29i4)

(0.l837) (0.2863)

(0.2057) (0188)

(05606)

(02674)

(0.4140)

(0.4802)

(03523)

(0.4163)

Jun

(0.2663)

(0. 1521)

(0.2092)

Jul Aug s.

((10289) . (04022) (0. 1~

(0.I858) (01515) (0.2

(0.1074) 41.1269) (0.2

i
g
i

3Issued by: Alan Propped
Director, Pricing & Regulation
Issued on' July 10, 2001

Effective Date: August 25, 2000
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Do' Transaction: 01/31/02 MWh Price ($/MWII) Transaction Cost
On-peak 800 $24.73 / MWh $19,784
Off-peak 400 $18.60 / MWh $7,440
Total 1,200 $27,224

Monthly Transaction MWh Price (S/MWII) Transaction
Cost

Jania 2002
On-peak 21,600 $19.42 /Mwh" $419,472
Off-peak 11.600. $14.04 /Mwh9 $162,864
Total 33,200 $582,336

Late-Filed Exhibit 1

Arizona Public Service Company

FERC Rate Schedule No. 12
First'Revised.Page No.6

Note: for illustrative purposes only

Description of Monthly Transactions :

The DJ PV Daily market for on-peak and off-peak prices, will be utilized for any inter-
afliliate transactions of one month or greater. The monthly average of the daily DJ PV
on-peak price and off-peak price will be multiplied by the respective total monthly on-
peak and ofllpeak consumption to derive themonthly on and off-peak costs for purposes
of determining applicable affiliate transaction costs to be used in determination of the
monthly FAC factor. .

Example' 50 MW Transaction

Note: for illustrative purposes only

s Assumes that $ £9.42/MWI1 is what the average DJ PV Daily on-peak price was for January 2002.
9 Assumes that $14.04/MWI1 is what the average DJ' PV Daily offlpeak price was for January 2002.
Issuedby: Alan Prosper

i
I
i

Effective Date: August25, 2000April I, 2008

8
3
x

I
I
IDirector, Pricing& Regulation

Issued on: July 10, 2001
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Issued by: ,David 4. Hnfgggg

Issued an: 4.4-;1.»-~.;)»;1*8QQa -  . .

2.0

'~'i<2==~Pf1>4i<i'~;"!P<>w~=f M=1fk~=€i4 f.4§iinsQ. "

The following charges and provisions shall be applicable to District.

Arizona Public Service Company
First Revised Rate Schedule FERC No. 68_

1.0

U

*

In addition to the above charges m thus Section "Q the Customer will be billed a mass
through of the chaises for Network Intexu-ation Transmission Service under the Comnany8'..
Open Access Transmission Tarif f  that is applicable for the delivery of suunlemental .
electric power and energy from the Company,

Demand Charge:

Base Monthly Rate:

Customer Charge:

District shall pay Company monthly for electric power and energy supplied by Company
and delivered by Company for Disirim, in accordance with Article 5 of the Lease Power
Agreement, and 'm accordance with the following rate provisions effective September 1,
1991. The energy charge and any appl icable discount  wi l l  be appl ied to the
kilowatthours used monthly by each pump served for the District, whether privately
owned and operatedor operated by the district, and the total amount thus obtained will be
divided by the total kiiowatthours used that month by all said pumps to determine the
average energy charge per kilowatthour. The average energy charge so determined each
month will be multiplied by the number of kiiowatthours supplied and delivered that
month by the Company to District, as determined in accordance with this Exhibitl to the
Lease Power Agreement, to determine the monthly energy charge billing,

Energy Charge'

Less, where applicable, .05 cents/kW h discount for service rendered through the
customer's ownsecondary voltage line transformer.

. . . A R 1 Z O N A  P U B L I C  s 1 8 R v 1 c E  C O M P A N Y
L E A S E  P O W E R  A G R E E M E N T

W I T H
E L E C T R I C A L  D 1 s T R 1 c T  N O .  l

54-901 per .kw, plus

$11 .00 per connected pump, plus

FPC Rate  Schedule  No.  68

EJGIIBIT I
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Arizona PublicSavicc Company
First Revised Rare Schedule FERC No. 68_

FirstR¢vis6dSh¢¢lNo. sq . . . . . .
Svn¢='t° 4i"a .Q:ilain1\l Shea t;I.a..l6

i Deleted:
\

O¢igina£Sl\eel No. 16 ;

3.0 Resew ].. ll*\\¢l:TlmBu»mumll\¢R.ll=lllll
hl4III!wl=dil\lw0l\dllu9luWlE1¢llil»I
l(A)lludedllll1tolldllllIelpu\

Im a m4.0 Determination of Billing Demand kW and Billing Energy kwh:

(a)(i) The kilowatts supplied at the pumps by the Company and to be billed
monthly under theratc provided above shall be determined as follows:

Do==Dp-Dh
I

i

I

i
1

I

Where: Dc is the number of kilowatts billed by the Company during the month at the
pumps; provided that, et¥ective January l, 1997, Do is the number of
kilowatts billed by' the Company at the pumps, but not less them the
highest imbiber of  such idiowatts supplied and delivered doming the
months of JUre, July, August, or September of the 12 months ending with
the airrent month, but which 12 months begin no earlier than January 1,
1997 provided, however, nothing contained. in this Amcndnuent shall be
construed as affecting in any way the right of Company to unilaterally
make application to the FERC for a change in rates, charges, classification
or terms and conditions of  service, or any rule or regulation related
thereto, under Section 205 of the Federal Power Act or any successor
statute and pursuant to the FERC's Rules and Regulations promulgated
thereunder. Nothing contained in this Amendment shall be construed as
affecting in any way the right of District to exercise its rights under the
Feda'al Power Act, including Section 206, or any successor statute and
pursuant to the FERC's Rules and Regulations promulgated thereunder.I

I

I
I
I

I

I

D o is the maximum monthly kilowatt load at the pumps as determined in
Paragraphs (b)(i) and (b)(ii) hcreoi

Dh=Ddx(1-Ld)

Do is the monthly kilowllu ham the: Authority condor from other
sources utilized at the substation by the District during the billing
month.

Ld-

I

:
i

shall equal actual losses computed and billed by the Company; the
revised loss factor shall equal 9.218% (which is representative of
the annual average CoMpany system kilowatt loss factor for the
month as determined 'm Paragraph (b) harlot), effective beginning
with the first bills rendered amer execution of the Stipulation and
Agreement, dated May 1, 1990 ("Stipulation").

(ii) The ldlowatthours supplied and delivered by the Company to the pumps to
be billed monthly under the rate provided above shall be determined as
follows:

P a w n : - n w :  A l i -
Plc:lll:r .HEd¢aDM: Jllulyl.
19951

l Di!duI.pikm|&hwlmnm
Illldduu: Ol:tcl1al,2HUO iI

I

Issued by: Damvid A. Hansen
vice-pr§\;QIsanrow~¢ r MurkdiggL[l:l§§§g

l=z<w»J.=uJ;.Ja1\uunl5.!.3»9Ql&

t~lffectiv¢Date: Anril_L,_;_lLL8
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AIM:lla Public Service Ccmpnny
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First Revised Shed. No. 19,. .
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AGREEMENT

. ,, 4 Deleted: Origins! Shan No.

. . -  . z Deleted: FERCR&l¢Scl1:d\lluNu.68

(mama: EXHIBIT l(A)1
' Tl ' .
; rum, CQST #musmszrr Cl.AUSE1l
E 11
§ (I) The billing" for service rendered
L during :he billing month shall be .
= increased Ur deceased by an Idjuilmenl

alnoum per kilowmhour of sales (in the
1 nearest 0.0001¢1 equal ro ow diffeuenze
; between the fuel can per kilowaMwmu of

5 sales for that Iucwnll and the base period.
calculated as fallnfwszi

- AdN1slmeIu Factor =

i

AGREEMENT, datedas ofMarch 29,. 1977, by and betweenARIZONA PUBLIC

SERVICE COMPANY ("Company"). an Arizona corporation, and ELECTRICAL DISTRICT

3
EI

NUMBER ONE OF THE COUNTY OFPINAL AND STATE OF ARIZONA ("District"), an

8
I

1

I

a

I
1.24ss ¢Jkw1=1

electrical district duly organized and existing under the laws of the State of Arizona.

WITNESSETH:

W H E R E A S , pursuant to a Power Agreement dated as  of  July  2,  1975,  ( "Power

Agreem ent " ) ,  t he  C om pany  i s supplying power and energy t o  the D i  t r ick  in accordance with the !
z4terms of that agreement for irrigation service to customers .of the District, and

WHEREAS,  the part ies  have entered into a Purchase Agreement  dated as  of  July  2,  1975

F
!

I

1
I

i
I

purs uan t  t o  w h ic h the Company  has  convoyed,  by  B i l l  o fSalc  o f  even date,  cer ta in  e lec t r ic

distribution facilities ("Electric Facilities") lo the Dis t l ' i¢¥,  aid

WHEREAS, the parties have entered into a Lease Power Agreement ("Lease Power
omhecun'e1tPI\nVerd: Index priuefbr.

. s similar danalinn xnmsacdnn. 1

Agreement") and Lease Agreement of even elate herewith pursuant  t o  which the CompaNy  w i l l

lease back the Electric Fac i l i t ies  so ld to the District in accordance with the terms of  the Lease
"HoldHannléss" comectlsdfuel
ncliumuelu facer shall bu perfazmea in

11

_ (Z) Fuel and purchased power casts (F)
i shall be the nest MI

8 1
l ( i )  . F nssH and uucp' fine!consumed in

the Co1np»ny's own plants, Md The
Cnunmlmfs shame of ihssil and nuclear
fol enmwnmad injniurly owned or leued

l=L\»==»=vl'»='l I Ru

11

I

.Whalen "F" is \he expense ol't'nssLll
and nuclear Wal and certain purchased
power com in dmcnuwa period Md "S"
is the kWl\sslsl in the¢:unemperl<1d,as

x defined lxek1w.1]
: 11
l <#>Tlae applil:ablelecu1n¢:\1e4 mnmhly
1 fuel ndjusunent licker for any given
3 month shall beqlgzped an a lsvasl that in

i the lowest uE1
a <#>!lle actual Reel adjustment lhctnr as
' naumally tabulated including inter-
8 affiliate b-aniaclionsall
; <!l>t1\e avenge otlxln= aaunl correclad
Q fuel adjusunanx Factor for the Sam: munch

i for 1998 Ami I999:9l1l
3 <#>Iecaknhllnn cflhe :cm Iilel
! ndlusunenl factor so as m ¢el'le¢1° 1
g <1¥'>forsula APS makes m an aflili lle.
1 l.ll¢ FAC calculation shall subsliute I
! nvuuds Gunn each such uuaaeiiau |
I  ume on nm Unum Pala  Verde Index
Q price Fm' a similar dumdum sale; andl

4 > u M ml M l i m  ma k e s  U a A P 5 .
1 das FAC calculllim shall subsdlnwe
8 charges f lam aM such nnsandon basal |

1 : The cnlculadnn of the applienhle monthly 3

I
. acccvdance with Exhibit III). I

I
t

l
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0ngmu Sheet No. 1Arizona Public Service Company
FPC Rate Schedule First Revised Volume No.68

Page 26: [1] named ncenvszz

EXHIBIT I(A)
1/30/zoos 11:06:00 AM

FUEL COST ADJUSTMENT CLAUSE

(1) The billing" for se1vice.rendered during the billing month shall be increased or decreased
by an adjustment amount per kilowatthour of sales (to the nearest 0.0001 ¢) equal to the
difference between the. feel cost per kilowatthour of sales for that month and the base
period, calculated as follows: \

AaHustment Factor = 1.2438 ¢/kwh

Where: "F" is the expense of fossil and nuclear fuel and certain purchased power
costs in the current period and "S" is the kph sales 'm the current period,
as defined below.

The applicable corrected monthly fuel adjustment favor for any given month shall be
capped at a level that is the lowest 0£

the actual fuel adjustment factor as normally calculated including inter-
affiliate transactions; .

the average of the actual corrected fuel adjustment factor for die same
.month for 1998 and 1999, or .

recalculation of the a d fuel adj vestment factor so as to reflect:
for sales APS Makes to an aff i l iate, the FAC calculation shall

substitute revenues from each such transaction based on the
current Paulo Verde Index price for a similar durationsale, and

for sales an aff i l iate makes to APS, the FAC calculation shall
substitute charges from each such transaction based on the current
Palo Verde Index price for a similar dm° ation transaction.

The calculation of the applicable monthly "Hold Hahn]ess" corrected f ile!
adjust=tment factor shall be performed in accordance with Exhibit f(C).

(2) Fuel and purchased power costs (F) shall be the cost of:

(i) Fossil and nuclear fuel consumed in the Compa;1y's own plants, and the
Company's share of fossil and nuclear fuel consumed in jointly owned or leased
plants; plus I

i
11

if Billing under Misclausewillpreliminarily be based on the billing month'ssales multipliedby the adjustment factordetermined
from the second preceding month. The billing thus determined will be corrected to the adjustment factor determined for the
billing month. Such connection will be made two monthsairerthe preliminarybilling. .
Issued by: Alan Prosper Effective Date: August 25, 2000
DireCtor,Pricing& Regulation
Issued on: October 1, 2000

s
f!
,i
E
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ArizonaPublic Service Company
FPC Rate Schedule First Revised Volume No. 68

(ii) the j actual identifiable fossil and nuclear fuel costs associated with energy
purchased for reasons other than identified 'm paragraph (2)(iii) below; plus

~.»_ ...- . -Section Break (Need Page)---- -_.

original Sheet No. 2

(iii) the net energy cost of energy purchases, exclusive of capacity ctr demand charges
(irrespective of the designation assigned to such transactions) when such energy is
purchased on an economic dispatch basis. Included therein may be such costs as
the charges for economy energy purchases and the charges as a result of
scheduled outage, all such kinds of energy being purchased by the Company to
substitute for its own higher cost energy; and less

(iv) the cost of fe ~sil and nuclear fuel recovered through 'dl inlet-system sales and
speciEs delivaiesy; plus

(v) a credit to allowable fuel and purchase power costs which passes to jurisdictional
customers 75% of the benefits of sales transactions made under the aegis of the
Conformed Western Systems Power Pool Agreement. Such credit shall be
calculated in accordance with Exhibit I(B).

(3) Sales (S) shall be dl kWh's sold, excluding inter-system sales and specific deliveries.
Where for any reason, billed system sales cannot be coordinated with fuel costs for the
billing period, sades may be equated to the sum of (i) generation, (ii) Et purchases, (iii)
economy purchases, less (iv) energy associated with pumped storage operations, less (v)
inter-system sales referred to in paragraph (2)(iv) above, less (vi) total system losses.

(4) The adjustment factor developed according to this procedure shall be modified to
properly allow for losses (estimated if necessary) associated only with wholesale sales for
resale.

(5) The adjustment factor developed according to this procedure may be tiirther modified to
allow the recovery of gross receipts and other similar revenue based tax charges
occasioned by the fuel adjustment revenues.

(6) (H) The cost of fossil fuel shall include those items listed in AccOunt 151 of the
Commission's Uniform System of Accounts for Public Utilities and Licenses.
The cost of nuclear Nye! shall be Thai as shown in Account 518, except Thai if
Account 518 also contains any expense for fossil iilel which has already been
included in the cost of  fossil fuel, it shall be deducted f irm this account.
(Paragraph C of Account 518 includes the cost of other iilels used for ancillary
steam facilities.)

(b) The cost of both fossil fuel and nuclear iizel shall also reflect all refunds and
credits (including any applicable interest) not in excess of $25,000 for the FERC

y Specific deliveries are intended to include transactions for which the rate is tied to Ebel costs of specific plants or rinits=

Issued by: Alan Prosper Effective Date: August 25, 2000

Director, Pricing 81. Regulation

Issued on: October 1, 2000
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Arizona Public Service Company Original Sheet No. 3
FPC RateSchedule First Revised Volume No. 68 _

jurisdictional allocation of any single reibnd/credit received from fuel
suppliers/vendors applicable to previous period (non-current) payments made to
---------»--»~---- - -Section Break (Next Page)--~ nmlx "" .»»»*.@=»

such suppliers/vendors for fuel or other related allowable expenses. If such reminds/credits are
not passed through and credited to applicable file! accounts for more than one
billing cycle after the Company's receipt of such refunds/credits, the Company
shall include an appropriate interest credit computed in accordance with 18 C.F.R.
§35.19(a).

(7) Notwithstanding the specified aforementioned treatment of fuel and purchased power
costs for purposes. of inclusion in determining the Company's monthly Fuel Cost
Adjustment Clause (FAC) factor, the following specific credits/debits to Account 518
(nuclear hied expenses) related to Spent Nuclear Fuel Disposal Cost refunds received
firm the United States Department of Energy covering the period October, 1986 through
January, 1994 shall be allowed for inclusion in computing applicable monthly FAC
factors:

10/86
07/88
10/88
10/89
12/90
01/91
02./91
03/91
04/91
05/91
06/91

($2,232)
($5,526)

($15,534)
($18,9'70)

($2,175,153)
($63,884)
($59,363)
($63,981)
($52,520)
($54,089)
($69,544)

07/91
08/81
09/91
10/91
.11/91
12/91
02/92
06/92
07/92
01/94

($80,234)
($69,045)
($64,688)
($59,390)
($39,207)
$550,519

($I47,600)
1 s11,136

($543,312)
$38l,252

(8) Additionally, credits to Accounts 501, 547, and 555relatedto refunds received Hom EL
Paso Natural Gas Company as a result of FERC Docket Nos. RP90-81-000, RP91-26-
000, RP91-188-000, and RP92~60-000 shall be allowed for inclusion in computing
applicable monthly FAC factors. In the aggregate, such credits covering the prod
March 1990 through July 1994 are in the amount of ($l,l68,468).

--.--page Break~~
r8xHIB1T t(B)

SAMPLE
COMPUTATION OF WSPP CREDIT

FOR 1ncLUslon IN FERC FUEL ADJUSTMENT

MONTH OF:
Economy Sales/

Unit Commitment Sales/

Effective Date: August 25, 2000Issued by: AlaN Prosper
Director, Pricing 8: Regulation
Issued on: October l, 2000 Page 52 of 63 I

I
I

i



i

:
I

i

i

i
1
I

:

/1/ Reflects only those wheeling costs incurred by APS .

.. .... . .. Break (Nm Page)-~

LADWP
NPC
SCE .
SDG&E
SMUD
PWCC
TOTAL SALES

Customer.

LADWP
NPC
SCE
SDG&E
SMUD
PWCC
TOTAL SALES

Customer

Arizona Public Service Company
FPC Rate Schedule First Revised Volume No. 68
System Capacity Sales;

A. AMount to be comparedfor possible credit to Fuel Adjustment

B. Amount to be compared for possible credit to Fuel Adjustment

Amount to be Credited to Fuel Adjustor (Higher Dollar Amount of A or B) ==

I I . Revenue Based on Palo Verde Index Affilate Transactions

(1) (2) (3)

Total
Sales Revenue

re .

I . Actual Revenue & Costs for Affilate Transactions

(1) (2) (3)

Total
Sales Revenue;

($)

23,150
4,250

21.7,914
45,788

126,338
38,000

23,150
4,250

217,914
45,788

126,338
35,000

17,703
3,213

161,272
29,351
88,257
22,000

17,703
3,213

161,272
29,351
88,257

22,000

Fuel Cost

($)

Fuel Cost
($)

Wheeling Costs

($)

I

Wheeling Cabin'

(3)

106
65

1,047
250
678
100

l06
65

1,047
250
678
100

Original Sheet No. 4

Markup
Col (1) - Col (2) - Col (3)

. Markup
Col (1) - Col (2) - C01 (3)

Late-Filed Exhibit 1

(4)

(4)

$98;549

5,341
972

55,595
16,187
37,403
12,900

128,398
X 75%
$96,299

5,341
972

55,595
16,187
37,403
15,900

131,398
x  7 5 %
$98,549

Effective Date: August 25, 2000

i

i

Issued by: AlaN Prosper
Director, Pricing & Regulation
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Daily Transaction: 01/31/02 MWh Price ($/MWII) Transaction
Cast

oOn- ak 800 $24.73 / MWh $19,784
IOff- . ak 400 $18.60/MIWh $7,440

Total 1,200 $27,224

Monthly Transaction MWh Price (S/Mwh) Transaction Cost
| 2002Jana

On-peak 21,600 $19.42 /Mwh $419,472
Off-peak 11.600 $14.04 ./ MWh $162,864

Total 33,200 $582336

I

Late-Filed Exhibit 1

Arizona Public Service Company
FERC Rate Schedule No. 68

First Revised Page No. 6

Exhibit 1(D)

Palo Verde Index - Simulated Market Price for Affiliate Transactions

Description of Daily and Weekly Transactions :
The Dow Jones Palo Verde.("DJ PV") daily markets for on-peak and off-peak prices will be
utilized for any inter-afEliate transactions that are for a duration of less than one month. The
daily on-peak load in MWh will be multiplied by the DJ PV 'daily on-peak price for that day, and
the daily off-peak load in MWh will be multiplied by the DJ PV daily off-peak price for that day
to detennine the cost of the affiliate transaction. If the transaction were longer than one day, divs
process would be repeated for each day of the transaction.

Example: 50 MW Transaction

Note: for illustrative purposes only

Description of Monthly Transactions:

The DJ PV Daily Market for on-peak and off-pedc prices will be Utilized for any inter-affiliate
transactions of one month or greater. The monthly average of the daily DJ PV on-peak price and
off-peak price will be multiplied by the respective total monthly on-peak and off-pedt
consulnpdon to derive the monthly on and off-peak costs for purposes of determining applicable
affiliate transaction costs to be used in determination of the monthly FAC factor.

Example: 50 MW Transaction

Note: for illustrative purposes only

.Section Break (Neat page}-~-

i
I

I
l

1
a

'The DJ PV Daily On and Off-peak Index information is available from Dow Jones and a number of websites
including http:/lwww.enagyonlinecom/Restructuring/energydbfatathrnehtml
s Assumes that $19.42/MWI1 is what the average DJ PV Daily on-peak price was for January 2002.
9 Assumes that $ l4.04/MWh is what the average DJ PV Daily off-peakprice was for January 2002.

Issued by: Alan Prosper Effective Date: February l, 2002
Director, Pricing & Regulation
Issued on: April 22, 2002

I

i
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Late-Filed Exhibit 1

Arizona Public Service Company
First Revised Rate Schedule FERC No. 12

First Revised Sheet No. 15
Superseding Original Sheet No. 15

ARIZONA PUBLIC SERVICE COMPANY

LEASE POWER AGREEMENT
WITH

ELECTRICAL DISTRICT no. 3

FPC Rate Schedule No. 12

EXHIBIT I

The following charges and provisions shall be applicable to District.

1 .0. The District shi pay the Company monthly for electric power and energy supplied by
the Company and delivered by the Company for the District, in accordance with Article
II of the Lease Power Agreement, and in accordance with the following rate provisions
effective October 1, 1994. The energy charge and any applicable discount will be applied
to the kilowatthours used monthly by each pump served for the District, whether
privately Owned and operated or operated by the district, and the total amount thus
obtained will be divided by the total kilowatthours used that month by all of said pumps
to determine the average energy charge per kilowatthour. The average energy charge so
determined each month will be multiplied by the number of kilowatthours supplied and
delivered that month by the Company to and/or for the District, as determined in
accordance with this Exhibit I to the Lease Power Agreement, to determine the monthly
energy charge billing. .

2.0 Base Monthly Rate:

Customer Charge: $11.00 per connected pump, plus

Demand Charge: S6.90l per kw, plus

Energy Charge: $0.08286 Pvt kph*

* Less, where applicable .05 cents/kWh discount for serv ice rendered through the
customer's own secondary voltage line transformer. .

In addition to the above charges in this Section 2.0, the Customer will be billed a pass
through of the charges for Network Integration Trarlsmisdou Serv ice under the
Company's Open Access Transmission Tariff ' that is applicable for the delivery of
supplemental power and energy from the Company.

Issued by: David A Hansen
Vice-Praident Power Marketing/Trading
Issued on: January 31, 2008

Effective Date: April I, 2008

Page 57 of 63
v



Late-Filed Exhibit 1
u

Arizona Public Service Company
First Revised Rate Schedule FERC No. 12

. First Revised Sheet No. 16
Superseding Original Sheet No. 16

3.0 [Reserved]

4.0 Base Méuthly Minimum:

Customer Charge, plus

Demand Charge

5.0 Delnemlination of Billing Derma kw and Billing Euersy kwh-

(a)(i) The kilowatts supplied at the pumps by tMCompmy and to be billed
monthly under the rate provided above shall be determined as follows:

Dc=Dp-Dh

Where: Dc Effective during the period October 1, 1994 through December 31, 1994,
Do is the number of kilowatts billed by the Company during the Month at
the pumps.

Do is the maximum monthly kilowatt load at the' pumps as determined in
Paragraphs(b)(i) and (b)(ii) haeoi

Dh=Ddx(1-Ld)

Dd is the monthly kilowatts lion the Authority and/or from other
sources utilized at the substation by the District during the billing
month.

Ld shall equal actual losses computed and billed by the Company; the
revised loss factor shall equal 9.218% (which is representative of
the annual' average Company system kilowatt loss factor for the
month as determined in Paragraph (b) hereof)..

(ii) The kilowatthours supplied and delivered by the Company to the pumps to
be billed monthly under the rate provided above shall be determined as
follows:

I

Effective Date: April I, 2008Issued by: David A. Hansen
Vice-PresidentPower Marketing/Trading
Issuedon: January31 , 2008 Page 58 of 63 I
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Arizona Public Service Company
First Revised Ralf Schedule FERC No. 12

First lgwisea Sheer No. 19 .
Superseding Original Sheet No. 19

INDEMNITY REGARDING THE NON-APPLICATION
OF THE

TAX CHARGE

1; Electrical District No. Three ("District") and Arizona Public Service CoMpany
("Company") entered into a Lease Power Agreement, dated July 7, 1961 ("Agreement")
which provides for a Tax Charge "... to cover the 'Arizona Transaction Privilege (sales)
Tax',(which Tax Charge may be) imposed upon all rates,cl1arges and billings under this
Agreement ..." District and Company enter into this Indemnity in light of the following
facts:

1.1 A Tax Charge was included to cover the Arizona Transaction Privilege Tax
("Sales Tax") if it were to be imposed. However, since. then the tax statutes have
been amended exempting sales for resale firm tax, which presumptively includes
wheeling. Nevertheless, a new Tax Charge will be included to cover the Sales
Tax and Penal County Transportation Excise Tax for wheeling and administrative
services under the Agreement.

1 .2 The new Tax Charge is included as an economic precaution based on prior
experience despite the fact that the Distrim and Company agree that A.R.S.
Section 42-1301, et sea., exempts i'olun application Of a Sales Tax Or other sales
and/or use taxes or other similar impositions the wheeling and administrative
services provided under the Agreement. .

2. If such tax is applicable to Company, the Agreement makes such tax a part of Distlfct's
rate, thereby placing the burden of such tax' on District.

T h e  P a r t i e s  a gr e e  t h a t  n o  i m p o s i t i o n  o f  s u c h  S a l e s  T a x  o r  o t h e r  s a l e s  a n d / o r  u s e taxes or

o t h e r  s i m i l a r  i m p O s i t i o n  s h o u l d  b e  m a d e .

i
i
I
I

I
!

4. The Parties agree as follows:

4.1 Company shall not charge the Tax Chargeset forth in the AgreementunlesS and
until the Arizona Department of Revenue ("State"), Arizona cities or other
governmental units required the payment thereof by CoMpany.

l 4.2 When and if the State, Arizona cities or other governmental units so require
payment of said Sales Tax or other sales and/or use taxes or other similar
impositions, Company will bill the District for such tax whether prospectively or
retroactively, and the District agrees to pay the same to Company and Company
will make such payments to the State, Arizona cities or other governmental units
under protest on behalf of the District and Company, as their interest may appear.

I

I

4
l
I
I

i

J

i

4.3 The District shall pm'sue its legal remediesto the extent it desires, at its own cost
and expense and with counsel and other personnel of its own choosing. In so

Issued by: David A. Hansen
Vice-President Power Marketing/TradiNg
Issued on: January 31, 2008

Effect ive Date: Apri l  I ,  2008

3 .
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Arizona Public ServiceCompany
FirstRevised RateSchedule FERCNo. 68

Firstkevisad Sheet No. 15
Supawseding Original Shea: No. 15

I

ARIZONA PUBLIC SERVICE COMPANY
LEASE POWER AGREEMENT

. WITH
ELECTRICAL DISTRICT NO. 1

FPC Rate Schedule No. 68

EXHIBIT I

The following ,charges and provisions shall be applicable to District.

1.0 District shall pay Company monthly for electric power and energy supplied by Company
and delivered by Company for District, in accordance with Article 5 of the Lease Power
Agreement, and in accordance with the following rate provisions effective September 1,
1991. The energy change and any appl icable discount wi l l  be appl ied to the
ldlowatthours used monthly by each pump served for the District, whether privately
owned and operated or operated by the district, and the total amount thus obtained will be
divided by the total kilowatthours used that month by all said pumps to determine the
averageenergy charge per kilowatthour. The average energy charge so determined each
month will be multiplied by the number of kilowatthours supplied and delivered Mt
month by the Company to District, as determined in accordance with this Exhibit I to the
Lease Power Agreement, codetermine the monthly energy charge billing.

2.0 Base Monthly Rate:

Customer Charge: $11 .00 per oonnectéd pump, plus

Demand Charge: $6.901 per kw, plus

Energy Charge: $0.08286 per kwh*

* Less, where applicable, .05 cents/kWh discount for service rendered through the
customer's own secondary voltage line transformer.

In addition to the above charges in this Section 2.0, the Customer will be billed a pass
through of the charges for Network Integration Transmission Service under the Company's
Open Access Transtnission Tariff that is applicable for the delivery of supplemental
electric power and energy &om the Company.

Issuedby: Daw'd A. Hansen
Vice-President Power Marketing/Trading
Issued on: January 31, 2008

Effective Date: April 1, 2008

I
I
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Arizona Public Service Company
First Revised Rate Schedule FERC No. 68

First Revised Sheet No. 16
Superseding Original Sheer No. 16

3.0 [Reserved]

4.0 Determination ofBilling Demand kW and Billing Energy kwh:

(a)(i) The ldlowarts supplied at the pumps by the Company and to be billed
monthly under the rate provided above shall be determined as follows:

g
g
i
5i
E

Dc-Dp-Dh

Where: Dc is the number of ldlowatts billed by the Company during the month at the
pumps, provided that, effective January 1, 1997, Dc is the number of
kilowatts billed by the Company at the pumps, but not less than the
highest number of such kilowatts supplied and delivered during the
months of June, July, August, or September of the 12 months ending with
the current month, but which 12 months begin no earlier than January I,
1997 provided, however, nothing contained in this Amendment shall be
construed as affecting in any .way the right of Company to unilaterally
mace application to the FERC for a change in rates, charges, classification
or terms and conditions of service, or any rule or regulation related
thereto, under Section 205 of the Federal Power Act or any successor
statute and pursuant to the FERC's Rules and Regulations promulgated
thereunder. Nothing contained in this Amendment shall be Construed as
affecting in any way the right of District to exercise its rights under the
Federal Power Act, including Section 206, or any successor statute and
pursuant to the FERC's Rules and Regulations promulgated thereunder.

Do is the maximum monthly kilowatt load at the pumps as determined in
Paragraphs (b)(i) and (b)(ii) hereof

Dh=Ddx(l-Ld)

Do is the monthly kilowatts from the Authority and/or from other
sources utilized at the substation by the District during the billing
month.

Ld shall equal actual losses computed and billed by the Company; the
revised loss factor shall equal 9.218% (which is representative of
the annual average Company system kilowatt loss factor for the
month as determined in Paragraph (b) hereof), effective beginning
with the first bills rendered alter execution of the Stipulation and
Agreement, dated May 7, i 990 ("Stipulation"). ,

an The ldlowatthours supplied and delivered by the Company to the pumps to
.be billed monthly under the rate prowled above shall be determined as
follows:

Issued by: David A. Hansen
Vice-President Power Marketingffrading
Issued on: J nuary31, 2008

Effective Date: April 1, 2008

fr
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Arizona Public Service Company
First Revised Rate Schedule FERC No. 68

First Revised Sheet No. 19
Superseding Original Sheet No. 19

AGREEMENT

AGREEMENT, dated as ofMarch 29, 1977, by and between ARIZONA PUBLIC

SERVICE COMPANY ("Company"), an Arizona corporation, and ELECTRICAL DISTRICT

g

3
8
!I
I

NUMBER ONE OF THE COUNTY OF PINAL AND STATE OF ARIZONA ("District"), an

electrical district Tildy organized and existing under the laws of the State of Arizona.

WITNESSETH:

WHEREAS, pursuant to a Power Agreement dated as of July 2, 1975, ("Power

Agreement"), the Company is supplying power and energy to the District in accordance with the

terms of that agreement for irrigation service to customers of the District, and

WHEREAS, the parties have entered into a Purchase Agreement dated as of July 2, 1975

pursuant to which the Company has conveyed, by Bill of Sale of even date, certain electric

distribution facilities ("Electric Facilities~") to the District, and

WHEREAS, the parties have entered into a Lease PoWer Agreement ("Lease Power

Agl'eement") and Lease Agreement of even date herewith pursuarat to which the Company will

lease back the Electric Facilities sold to the District in accordance with the terms of the Lease

Agreement and will provide power and energy to the District upon the terms set forth in the

Lease Power Agreement, and

WHEREAS, subsequent to theeffectiveness of the Power Agreement, the Company

made a wholesale rate increase filing with the Federal Power Commission in Docket No. ER76-

530, which proceeding is now pending before timat Commission with the District participating as

an Intervenor, and

Issued by: David A. Hansen
Vice-Ptesident Power Marketing/Trading
Issued on: January 31, 2008

Effective Date: April l, 2008
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Seller: Arizona Publlc Service Company Purchaser: Eleetrlcal District No. 3 of Penal
County

Conflmt Admlnlstrator: Michele Yanik Defen
(602) 250-2341 (phone)
(602) 371-5256 (facsimile)

Confirm Admlnlstrator° K.R. Saline 8: Associates
(480)610-8741 (phone)
(480)610-8796 (facsimile)

Preschedulez
Real Time:

(602) 250-4371
(602) 250-4470

Prsschedule:
Real Time:

(480)610-8741
(480)610-8741/(602) 321-908e

Quantlty (MWlhr.): As par the attached Power
Block Tables (Exhiblit 1- 10)

2 041 ,840 Mwh*Quantity (MWh)- _
*Subject to change per SecNrbn 1here!o.

Contract Price ($IMWh)°
Base Rate
75.00
77.50
80.00
80.00
a2.50

Mar 2008 - Feb 2009
Mar 2009 - Feb2010
Mar 2010 -- Feb2011
Mar 2011 - Feb2012
Mar z012 _ Feb2013

Adlusted Rm
73.50
76.00
80.00
80.00
82.50

Product Type: Firm Capacity and/or Energy sale
pursuant to the Agreement

Start Date: Math 1, 2008 End Date: February 28, 2013

Day(s) of week: As per the attached Power BIoc.k
Tables (Exhibits 1- 10)

Hours: As per the attached power BloCk
Tables (Exhibits 1-10)

Attached ExhibHs:

Power Block Tables for years 1 through 5. Excludes APS Retail Block.
Power Bock Tablesfor years 1 through 5. Includes APS Retail Block.
Contract PaymentExample Calculations
Definitions

Exhibits 1-5:
Exhibits6-10:
Elthlbit 11 D
Exhlbil 12:

Delivery Polnts~ Santa Rosa 230/69 kV Substatlon (Delivery requiring use of APS Transmission System)
Test Track 230/69 kV Substation (Delivery notrequring use of APS Transmsson System)
Future Dellverv Points upon mutual agreement.

20080805 062 .FERC PDF (Unof f icial) 8/5/2008 4:43:19 PM
Late-Filed Exhibit 2

Contract No. 89695

The following terms and conditions shall govern this transaction made on February 26, 2008, between
Arizona Public Service Company ("APS" or "Seller") and Electrical District No. 3 of Penal County
("Counterparty" or "Purchaser" or "ED~3"), whereby APS agreed to sell and deliver energy and
Counterparty agreed to purchase and receive energy. in this Confirmation, the Seller and the Purchaser
may be individually referred to as a "Party" and collectively as "Parlies". This transaction replaces certain
Lease Power Agreements {"LPAs") between APS and ED-3 and Electrical District No. 1 of Plnal County,
Arizona, designated as APSFirst Revised Rate Schedule no. 12 and APS Flrst Revised Rate Schedule
No. 68, respecthlely. The Parties shall request termination of the LPAs, effective midnight, February be,
2008.

This Confirmation supplements, forms part of, and is subject to the Power Sale Agreement ("Agreement")
dated, February be, 2008, between Seller and Purchaser. All provisions contained. In the Agreement
govern this Confirmation. In the event of a conflict between this Confirmation and the Agreement, this
Confirmation shall govern. Terms used but not defined herein Shall have the meanings set forth in the
Agreement.

In consideration of the premises and the agreements contained herein, the Parties agree as follows:

H \mnmun\0ONTKACl' Anmm1sTnATrcn\m» r\e Rue T1d\lk\l£DG_APS\Cun8lmuion (DM one08).dol=
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Sptacial Terms and Conditions

The Contract Prices shown on page 1 include both base rates and adjusted rates. In this
Confirmation, the Contract Price maybe referred to aseither a "Base Rate" or an "Adjusted Rate."

APS is committed to supply Firm Capacity andlor Energy, as shown on Power Block Tables (Exhibits
1 ,through 5). ED-3 i obligated to purchase these same quantities at the Adjusted Rates.

1. Obllaatlons Renardlna Transfer of Retail Customers

The Power Block Tables (Exhibits 1 through 5) represent the Take-or-Pay power block demand
obligations of both parties, prior to and irrespective of the potential transfer of APS Retail Block to
ED-3

The Parties agree that if and when the transfer of the APS Retail Block to ED-3 is authorized by the
Arizona Corporation Commission ("ACC"), the total. supply obligations of the Parties under this
transaction will be as shown In Power Block TableS (Exhibits 6 through 10). If this transfer of APS
Retail Block occurs over a period of time, the Parties agree to develop a transition plan to move the
APS Firm Capacity and/or Energy obligation from the quantities in Exhibits 1 through 5 to the
quantities in Exhibits 6 through lo. The Adjusted Rates shown above apply to whichever power block
demand/energy APS .is obligated to provide and ED-3 is obligated to take.

Until such transfer of APS Retail Block occurs, ED»3 agrees that for new customers locating within
the ED-3 service area, who want APS service, ED-3 will provide all extensions and APS will provide
the Meter. . .

2. Reimbursement Payment

Beginning March 1" of year three (3) and over the following twenty-four (24) months, ED-3 will
reimburse APS the total dollar difference between what would have been invoiced to ED-3 for the
Aps Power Block Energy if the Base Rates had been applied, and the actual invoiced Power Block
Energy dollars using the Adjusted Rates during the first two (2) years of this transaction
("Reimbursement Payment"). This Reimbursement Payment will also include interest at a rate of
0.4167% compounded monthly. (5.0%/ 12 months = 0.4167%)

The monthly Reimbursement Payment (RP) shall be calculated as follows:

RPm+24 .= PBEm * AR*Ml

Where, RP : Monthly reimbursement to APS (doHars)

PBE = Power Blod< Energy (in Mwh) obtained by using the appropriate
Month's Power Block Tables.

m = months 1 through 24 in subject two-year period
For example:
m = 1 is March 2008
m = e is August 2008

Difference between Base Rate and Adjusted Rate over the first 24
months of the Term and shall be $1.50lMWh.

MI : Interest compounded monthly and shall equal to (1.0041e7l2' =
1.10495

1

1

i

- 2 _

H.\cummau\OONTRACT ADMINlSTRATION\Mlrkx Rm T.naamna_Apsxc° nnnum» ~ (Dnh02.26 Qt)_dgg
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For example, when repaymenlbegins in month 25, the payment for power delivered when
m=1, month=March, 20o8, and the following calculation would apply:

RPzs = (23,312 Mwh) * ($1 .50lMWh) * 1.10495
= $34,858 * 1.10495
'-= $38,638 payment due APS March 2010

A total of 24 monthly payments win be made to APS during the March 2010 to February 2012 period.
However, EDS may prepay based upon calculation of the above formula, including a proration of the
interest accrued up to the time of the pre-payment.

3. Purchase of Additional Power and Schedullna

Since the APS suppled power, as shown in Exhibits 1 through 10, may supply only portion of the
ED-3 total load, the following process will be followed to secure additional resources when necessary
and for purposes of developing the monthly invoice.

Prior to the start~ of any month, ED-3 will estimate the total hourly ED-3 load for the upcoming month .
ED-3 will establish and transmit to APS an hourly pre-schedule of all resources available for the
month, including their Schedule of Purchase Preference Resources and inducing all other existing
purchase power contracts. ED-3 may change hourly schedules during the month with a minimum of
two (2) days advance notice and adherence to industry practice for weekends and holidays
scheduling. APS may schedule the ED-3 preference power for the benefit of the Integrated APS
loads and resources, but shall use the ED-3 pre~schedule developed above for the after-the-facl
billion I

I

At any time, ED-3 has the right to purchase additional power or authorize APS to purchase additional
power to meet ED-3's future Io ds. Scheduling of such power must be done with a minimum or two
(2) days notice to APS .
For any proposed purchase » by ED-3 from a third party of one (1) month or longer, APS has a right tO
match the lowest offer given to ED-8 for not' less than half of the proposed purchase. The foregoing
sentence does not apply to resources with a term of ten (10) years or longer. ED-3 must provide
APS with details of any purchase as soon as .possible and with adequate time for APS scheduling
and administration purposes.

and adherence to industry practloe for weekends and holidays scheduling.

Additional power f rom third party resources which is specked and requested by ED-3 to be
purchased by APS wit be delivered to ED-3 under this Confirmation and all associated Costs will be
passed through including a $2/MWh adder. The cost of these additional deliveries to ED-3 will be
included in the invoice developed pursuant to this Confirmation and the Agreement.

Transmission Service

I
:
I obtain network service for its loads at the End Date of this Confirmation including arguments by ED-3
E
i
I
I

I
I

I
I

I

APS has arranged for.network transmission service under the APS Open Access Transmission Tariff
("OATT'), by application dated February 21, 2008, a copy of which is attached to this Confirmation
(Exhibit 14). This service will cover the APS supplied power including any other purchases made by
APS or ED-3 that require use of the APS transmission system to get to the Santa/Rosa 230/69 kV
Substation Delivery Point. APS will pass through to ED-3, with no mark-up, any and all costs
associated with provision of these transmission services. These costs will include any and .all
required study costs (if any), facilities moSts (if any). or other costs (if any) tied to the request for
service and/or the provision of service. APS Marketin and Trading will not oppose efforts by ED-3 to

that it has rollover rights associated with pre-existing service On the APS system to such loads,
however, that any such determination shall be made by APS Transmission . and all

communications by ED-3, with respect to such efforts, shall be to and with APS Tran mission.
provided

i

|
I
i

H \eummnn\COWTRACT ADMM\flSTRATlUI\l\Mllkat gm 'runnEr_Aps\c¢nnrmnmn (DM oz z6.oe).d0¢
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Any of the other purchases authorized by ED-3, as well s Purchaser Preference Resources, which
are delivered by a third party supplier or ED-3 directly to the Test Track 230/89 kV Substation over a
third party's transmission, without use of the APS Transmission System, will not be included in the
OATT pass through transmission charge( .

ED-3 currently charges APS $15.00lNlWh for wheeling of APS energy to APS loads served off the
ED-3 system, per the existing Transmission Service Agreement (TSA) between ED-3 and APS dated,
May 2002.. Pursuant to this TSA, ED-3 must file any proposed adjustment to this rate with the
Federal Energy Regulatory Commission ("FERC") for approval. APS is wiIling.to pay the proposed
rate starting thirty (30) days after ED-3 has made sum a filing with such rates being subject to refund
based on the final FERC Order, APS reserves the right to intervene and/or protest such rates in the
proceedings at FERC. .

5_ Changes In Performance Assurance Requirements

Transactionsenteredinto by APS, on behalf of ED-3 and pursuant to this Confirmation, will be placed
in separate accounts. ED-3 will be responsible for any and all credit impacts APS incurs with respect
to purchases made on behalf of EDS under this A reedment and booked to sum separate accounts by
Aps, including such increased demands for performance assurance (if any) as maybe madea inst
APS with respect to sudl purchase(s) made on behalf of EDS. EDS may discharge its responsibility
under this Section 5 for increases in performance assurance requirements imposed on APS by third
party sellers as the direct and proximate result of APS having made 'a purchaser behalf cf EDS
under this Agreement, by (a) providing cash, with respect to the transactior\(s) triggering the demand
for increased performance assurance on APS, sufficient to. avoid such impacts on APS with respect
to purchases-undertaken on behalf of ED-3. ED-3 authorizes APS to use the cash to satisfy these
demands and APS agrees to return such cash, including interest if applicable, to ED-3 when it is no
longer required of APS by third party sellers or (b) assuming responsibility for such purchase on its
own account, subject to approval or the third party, in which case the purchase will cease any
performance assurance requirements associated with such transaction will be eliminated.~ EDS shall
have the option of selecting the mode of mitigating APS's exposure to enhanced performance
assurance requirements with respect to purchases made on behalf of EDS in the manner least costly
to EDS, as determined in its sole and absolute discretion.

For purposes of third party transactions, APS will enter into such transactions pursuant to the same
master agreements utilizedwhenpurchasing for APS native load

If the counterparty from which purchases were made by or on behalf of ED-3, does not perform in
accordance with the terms of such purchase(s), ED-S will be liable for EDS's proportionate share of
costs associated with the failure to perform, including but not limited to replacement costs and any
penalties imposed on Aps. In such event, APS assigns to EDS, without the need for further
documentation, all of its-rights and remedies against such non-performing counterparty, including
without limitation, the right to damages, specific performance or any other form of remedy
whatsoever.

For purposes .of implementing this Section 5, APS will provide EDS access to any information
necessary to validate the collateral requirements or other information which may be useful or
necessary to the effectuation of EDS's rights under this Section5.

. 4 -
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6. Pfigirlq

The following pricing shall be applicable to ED-3 for the energy sold to ED-3 pursuant to this
transaction. The methodology for calculating such contract payments shall be fixed for the period
1201 A.M. on March 1, 2008 through 12:00A.M. onFebruary 28, 2013.

e.1 Monthlv Calculation art COntract Pavement:

monthly billing contract payment formula: P = PBA 44 RP + s 4- PPC +TRAN+ IS + VIA

Where:

= Monthly contract payment (in dollars)P

= Power Block Amounts (in dollars) obtained by using the appropriate Month's Power
Block Energy shown in the Power Block Tables times the Adjusted Rate. This is a
"Take or Pay" obligation to PurchaSer per month.

PBA

R P

S

= Reimbursement Payment identified in Section 2 of this Gonfirmation.

= Surcharge (In dollars), when apdlcablo, as specified in Section 8 of this
Confirmation..

PPC = the total cost (in dollars) o.f any additional Power purchased and delivered to ED-3 by
APS under this CoMirmation.

TRAN = Pass-through transmission charges identified in Section 4 of this Confirmation.

IS Monthly contract payment in dollars due APS forED-3 not providing the minimum
instantaneous interruptible load as specified in Section 8.

VIA = Volume lmbalanoe Adjustment (in dollars) determined as follows:

In the case where Purchaser's Total Load Requirements at the Delivery Points less
Purchaser Preference Resources and less other purchasepower exceed the On-Peak
Hourly Demand or Off-Peak Hourly Demand, whichever is applicable, for any hour in
the billing Month, Seller shall obtain the shortfall from the APS system and/or energy
market. Purchaser shall be responsible for pain Seller on.its' monthly bill for the
purchase of this shortfall based on the Volume imbalance Adjustment calculation set
forth below.

In the case where Purchaser's Total Load Requirements less Purchaser Preference
Resources and less other purchased power are below the On-Peak Hourly Demand or
Off-peak Hourly Demand, whichever is applicable, for any hour of the Billing Month,
Seller shall absorb or ell the excess to the energy market..Purchaser shall receive a
credit for the sale of this excess energy based on the Volume Imbalance Adjustment
calculator set forth below. For billing purposes, the amount sold any hour cannot
exceed PBD.

vIA = ;1(pTLR-pREF-psn-op)(HI¢IAF)1

- 5 .
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Where for each hour:

PTLR = Purchasers Total Load Requirement (in MW) as measured by the Meters at
the Delivery Points and adjusted for APS and Ak-chin retail load. PTLR for any
Delivery Point for any hour shall not be less than zero.

PREF = The Energy (MW) pre~scheduled by ED-3 from Purchaser's Preference
Resources at Delivery Point which corresponds to the same PTLR hour during
the billing month.

PBD = Power Block Demand (In MW) is the On-peak Hourly Demand or
Off4Peak Hourly Demand which corresponds to the same PTLR
Hour in the billing month.

OP = Any other purchased power (MW) which had been authorized and approved
by ED-3 during the same hour.

HI = Hourly lndeac The Dow Jones Palo Verde Hourly Index Price in (dollars per
Mwh) for each corresponding Hour. (See Exhibit 13 attached). If the index no
longer exists or becomes unreliable, the parties agree to work together to
establish a substitute index which provides the same economic impacts.

INF = Index Adjustment Factor: The INF shall be either 1) or 2) below:

1) i i PTLR-PREF-PBD~OPzD for any hour, INF for such hour
shall be equal to +$2/MWh .

2) If PTLR-PREF-PBD-OP<0 for any hour, INF for such hour
shall be equal to 4$2lMWh.

2 = The aggregate of the items specified after this sign. In this
case, it sums each hourly MWh calculation shown above for the
entire billing month.

An example of the calculation of monthly contract payment is attached as Exhibit 11.

1. Calculating the Purchaser's Total Load Requirement

For invoicing purposes, the actual hourly ED-3 PTLR will be determined as follows:

The hourly metered data for the month, at the Delivery Points, will be adjusted downward by (1) the
hourly loads of the Ak-Chin Electric Service, and (2) the hourly loads of the APS customers being
served off of the ED-3 system. APS wit! estimate the total monthly energy for APS customers where
hourly metering data does not readily exist. These Ak-chin and APS hourly loads will be grossed up
by 8% losses to reflect load at the Delivery Points. For calculating thepTLR, the net total Delivery
Points metered hourly loads, after subtraction of the Ak-Chin hourly loads, will be further reduced by
the proportion of APS monthly energy duded by the sum of EDS's and APS's monthly. metered
energy. For examnlez If APS' total monthly estimated energy is 8,000 MWh and the total monthly
metered energy of APS and ED3 is 73,000 Mwh, then each Hourly Load will be reduced by the ratio
of 8000/73000 or 11.0%.

Any adjustment to the APS estimated loads for prior months' usage wilt be included in APS customer
loads for in the then current month.

i
i
I

I
II
I
I
I

I

. 6 .
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If during the term of this Confirmation, the configuration of the APS I ED-3 system changes, such that
amendments must be made to these calculations to accurately account for the Partles' loads, the
Parties agree to amend the wlculations as needed in a timely manner.

a. Reserves

APS is providing "firm" capacity for the energy Power Blocks provided to ED-3, which require APS to
carry reserves sufficient tosupports such firmness. The Parties agree that to help compensate APS
for this service, ED-3 agrees to provide the services indicated inSection8.1, 8.2 and 8.3.

8.1 ED-swill use best efliorts to provide 140 MW/months per year of instantaneously
interruptible load as described below, metered to and controlled by Aps, by June 1, 2009 for
five (5) years thereafter. To fulfill the 5 year commitment, APS control of this interruptible load
shall extend beyond termination of this Confirmation. The Parties acknowledge that the
technical/engineering feasibility of accomplishing the above has not been fully vetted. The
Parties shall implement this provision in 'accordance with WECC standards and criteria. The
Parties forth r agree to jointly use best efforts to accomplish the desired interruptibility in a
timely fashion. If it is .determined that such interruptibility cannot be fully implemented for 140
MW/months per year with a minimum of 20 MW per month for June, July andAugust with a
monthly schedule due February 15 of each year for the seven month period March through
September APS will charge for any shortfall, i.n the amount of $14.30/kW-month. Each party
shall be responsible for its respectiveshareof implementation costs. ED-3 reserves the right,
with reasonable advance notice, to suspend the interruptibility and compensate APS at the
rate stated herein for any given billing month.

8.2 During the period between the execution of the Agreement and February be, 2017,
ED-3 will provide APS with up to three opportunities to participate in ED-3's share of future
generation then in development by ED-3. Each opportunity shall be structured to conform to
the following criteria:
» The participation made available to APS will be consistent with maintaining the eligibility art

ED-3 and the particular generating project for tax-exempt financing under the Internal
Revenue Code and implementing regulations. .

e The participation made available to APS will be subject to, and consistent with, the
agreements for the development of the relevant generating project;

e The participation made available to APS shall be subject to, and consistent with,
regulatory requirements then incumbent upon Aps, including rules established by the
Arizona Corporation Commission for competitive procurement;

c The participation made available to APS shall cease to be available after the 120"1 day
prior to the commercial operation date of the generating project,

• The participation made available to APS shall be assignable, provided that the
creditworthiness of a proposed assignee of APS must be acceptable to ED-3, with the
consent of ED-3, which shall not be unreasonably withheld, and any proposed assignee
shall be subject to same limitations and restrictions as APS.

8.3 ED-3 MII pay a surcharge for any hour that purchases are made by APS to serve APS
native load that exceed $300lMwh. This surcharge wm be calculated on a toad ratio share
basis using the power block as the basis for ED-3 load share.

- 7 .
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For example:

Assume: APS Load5200MW
ED-3 Block Load 90 MW, Base Rate sao/mwh
APS Purchasing 500MW at $400lMWh+$0lkW-mth

Surcharge [500MW * (400-80) +0/kW] * 90/5280
= $2.722

9. Curtallments

During emergency conditions which require load shedding ED-3 will reduce its load at the Delivery
Points on a pro-rata basis with APS retail load up to the amount of load served by the APS Power
Blocks. All other ED-3 loads, except that portion of the ED-3 load served out of Test Track 230/69
Delivery Point, will be curtailed prior to APS retail load provided, however, this Section 9 shall not be
used to allow interruptions of such other ED-3 loads for reasons other than reliability of service tO
APS native load.

NotwithstandiNg any provisions of this Confirmation or the A reedment, ED-3 will not be entitled to any
damages, as provided in Section 13.3 of the Agreement, incurred from curtailment of any power not
provided for in the Power Block Tables of this Confirmation.

10. Notifications

APS wm make reasonable efforts to notify ED-3, in accordance with Section 6.3off the Agreement, as
soon as is practicable, if APS anticipates that a load shedding emergency is imminent, per Section 9
of this Confirmation, or when and for what duration APS anticipates purchasing power to serve APS
native load at a cost above $300lMWh. Upon notification, ED-8 may attempt to mitigate these events
within the terms of this Confirmation.

11. Continuing Relationship

The Parties acknowledge a desire for a continuing relationship beyond the End Date of this
Confirmation and are committed to negotiating in good faith, addressing longer term Power supply
needs.

Because ED-3 is not obligated to continue to purchase powerfrom APS and APS is not obligated to
continue to sell to ED-3 beyond the termination date of this Agreement on February 28, 2o13. bah
Parties understand that APS will not plan and procure capacity and energy to meet the expected
future needs of ED-3 beyond February 28. 2013. Unless and until ED-3 enters into an agreement
with APS for service beyond February 28, 2013, all obligations under this Confirmation wilt cease,
except as provided in Section B, instantaneous interruptible load and the option to participate in
ED-3's future resource. .

1
I
li
!

- 8 -
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Counterparty's execution of this Confirmation shall acknowledge its agreement to these terms and
conditions. Please return a copy via facsimile to (602) 371-5256 attention the APS Confirm
Administrator listed above.

ARIZONA puBLic SERV1CE COMPANV Electrical .District No. 3 of Pinal County

Signa'ctJr¢8 \ l

Printed Name: Davd Hansen

Tale: V99 President

Date:

A 44 1 Signamne

PrintedName: Dan Thelalnder

Tl08: Chsimlan of the Bliird

Dau-

42

07»/24/o€ 01/34/Q8

v---

APSM4
Gontracts

ueparlmeni

524.9 u 9.8

LJ

- 9 _
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EXHIBIT 1 _
ARlZONA PUBLIC SERVICE CORPORATION

AND
ED 3

POWER BLOCK TABLES

TABLE YEAR 1

Excludes APSRetail Block

March 1, 2008 through February pa, 2000

The following Power Blodc Table is to reused in conjunction with calculating the Monthly Power
Supply Biting Amount,

Being

Month

On-Peak
7x16

HourlyDemand

(MW)

Off-Peak
7x8

Hourly Demand
(MW)

Power Block
Energy
(Mwh)

mar-08 35 24

48 24Apr-08

May-08

Jun-08

70 28

9 0 ea

JUl-08 9 0 38

23,312

28.800

41,664

52,320

54,064

90 38 54,064Aug-0a

Sep-08

oct-0a

70 28

48 24

Nov-08

DeC-08

33

35

24

20

Jan-09 30 t o

Feb-09 33 24

40,320

29,760

21,500

22,320

19,840

20,150

408,224Total Block Energy

- 10 -
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.ExH|B|T 2 .
ARIZONA PUBLIC SERVICE CORPORATION

AND
ED 3

POWER BLOCK TABLES

TABLE YEAR z

Excludes APS Recall Block

March 1, 2009 through February z8,'2010

The following Power Block Table is to be used in conjunction with calculating the Monthly Power
Supply Biliing Amount.

Billing

Month

On-peak
7x16

Hourly Demand
(MW)

Off-peak
7x8

Hourly Demand
(MW)

Power Block
Energy .

(mph)

Mar-09 35 2 4

48 24Apr-09

May-09

Jun-09

70 2 8

9 0 3 8

Jui-09 9 0 3 8

90 3 8Aug-09

Sep-09

Oct-09

70 28

48 24

Nov-09 33 24

Dec-09 35 20

Jan-10 30 20

23,312

28,800

41,654

52,320

54,064

54,064

40,320

29,760

21.600

22,320

19,840

Feb-10 33 24 20,160

408,224Total Block Energy

. I t .
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. EXHIBIT 3
ARIZONA PUBLIC SERVICE CORPORATION

AND
ED a

POWER BLOCK TABLES

TABLE YEAR 3

Excludes APS R8l:&il Block

March 1, 2010 through February 28, 3011

The following Power Block Table is to be used in conjunction with calcualing the MonthIyPower
Supply Billing Amount.

Billing

Month

On-peak
7x16

Hourly Demand

(MW)

Off-peak
7x8

Hourly Demand

(MW)

Po» wer Blow
Energy
(Mwh)

Mar~10 35 24

48 24Apr-10

May-10

Jun-10

70 28

90 38

JIJ*'10 9 0 a s

9 0 38Aug-10

Sep-10

Oct~10

'70 28

48 24

Nov-10 3 3 24

Dec-10 3 5 20

Jan~11 30 2 0

23,312

28,800

41.664

52,320

54,064

54,064

40,320

29,760

21 ,800

22,320

19,840

Feb-11 33 24 20.160

408,224Total Block Energy

-  12 -
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EXHIBIT 4
ARIZONA PUBLIC SERVICE CORPORATION

AND
ED 3

POWER BLOCK TABLES

TABLE YEAR 4

Excludes APS RetailBlock

March 1. 201 t thppngh February 29, 2012

The following Power Block Table is to be used In conjunction with calculating the Monthly Power
Supply Billing Amount

Billing

Month

On-peak
7x16

Hourly Demand

(MW)

Off-peak
7x8

Hourly Demand

(MW)

Power Block
Energy

<mvvh)

35 24

48

70

24

9 0

28

as

9 0 38

90

70

38

Mar-11

Apr-11

May-11

Jun-11

Jul-11

Aug-11

sep-11

oct-11

28

4 8 24

Nov-11 3 3 24

35Dec-11

Jan- 12

Feb-12

3 0

20

20

33 24

Total Block Energy

23,312

28,800

41,es4

52,320

54,064

54,064

401320

29,780

21,600

22,a20

19,840

20,880

408,944

13
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EXHIBIT 5
ARIZONA PUBUC SERVICE CORPORATION

AND
EDS

POWER BLOCK TABLES

TABLE YEAR 5

Excludes APS Retail Block

March 1, 2012 through February 28, 2013

The following Power Block Table is to be used in conjunction with calculating the Monthly Power
supply Blling Amount.

Billing

Month

On-peak
7X16

Hourly Demand

(MW)

off-peak
7x8

Hourly Demand

( m y

Power Block
Energy
(Mwh)

Mar-12 35 24

48 24

70 28

38

Apr-12

May-12

Jun-12 90

Jul-12 9 0 38

231312

2s,800

41,ee4

52.320

54,064

90 38

70 28

Aug-12

Sep~12

om-12 48 24

Nov-12 33 24

Dec-12 3 5 20

30 20Jan-13

Feb-13 33 24

54,054

40,320

29,780

21,500

22,320

19,»a40

20,160

408,224Total Block Energy

14-
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EXHIBIT s
ARIZONA PUBLIC SERVICE CORPORATION

AND
EDS

POWER BLOCK TABLES

TABLE YEAR 1

Includes APS Retail Block

March 1, 2008 through February 28,2009 .

The following Power Block Table is to be used in conjunctionwithcalculatingthe Monthly Power
Supply Billing Amount.

Bllllng

Month

On-peak
7x18

Hourly Demand

(MW)

off-peak
7x8

Hourly Demand

(MW)

Power Bock
Energy
(Mwh )

Mar-08 48

51

27

27Apr-08

May-08

Jun-08

2785

110 41

JUl-08 110

110

41

41

85 27

Aug-08

Sep-08

Oct-08 27

Nov-G8

61

46 27

s0,504

35,750

4a,8se

52.640

64,728

64,728

47,280

38,952

28.560

Dec-08 40

35

25

25Jan-o9

Feb-09 CB

26,040

23,560

26,85827

Total Block Energy 496,264

15-
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EXHIBIT 7
AR\ZONA PUBUC SERVICE CORPORATION

AND
ED 3

POWER BLOCK TABLES

TABLE YEAR 2

Includes APS Rarail Block

March 1, 2009 through Fobnuary 28, 2010

The following Power Block Table is to be used In oonjunclon wife calculating the Monthly Power
Supply Billing Amount.

Billing

Month

On-Peak
7x16

Hourly Demand

(MW)

Off-pe k
7x8

Hourly Demand

(MW).

Power Block
Energy

(mph)

Mar-09 48 27 30,504

61 27

8 5 27

Apr-09

May-09

Jun-09 110 41

35,760

48,858

8z,e40

Jul-09 110 41

110 41

85 27

Aug-09

Sep-09

OCt-09 6 1 27

nov-09 45 27

Deo-09 4 0 25

J8n~10 3 5 25

Feb-10 46 27

64,728

64,728

47,280

36,952

28,550

25,040

23.560

26,656

496,264Tota Block Energy

16-
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EXHIBIT 8
ARIZONA PUBUC SERVICE CORPORATION

AND
ED s

POWER BLOCK TABLES

TABLEYEAR 3

Includes APS Retell Block

March 1, 2018 through February pa,2011

The following Power Blocklable is to be used in conjunction with calculating theMonthly Power
Supply Billing Amount.

Billing

Month

On-Peak
7x15

Hourly Demand
(MW)

Off-Peak
7x8

Hourly Demand
(MW)

Power Block
Energy
(mph)

Mar-10 48 27

61 27

85 27

30,504

35, 750

48,856

Apr~10

May-10

Jun-10 110 41 62,540

Jul-10 110 41

110 41

85 27

Aug-10

Sep-10

Oct-10 el 27

Nov-1 o 4B 27

Dec-10 40 25

Jan-11 35 25

Feb-11 46 27

64,728

64,728

47,280

ae,.952

28,560

26,040

23,560

26,655

495.284Total Block Energy

. 17 .
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EXHIBIT 9
ARIZONA PUBLIC SERVICE CORPORATION

. AND
ED 3

POWER BLOCK TABLES

TABLE YEAR 4

Includes APS Retail Bllick

March 1, 2011 through February 29, 2012

The following Power BlockTableis tobe usedIn conjunction with calculating the Monthly Power
Supply Billing Amount.

Biffing

Month

On-Peak
7x18

Hourly Demand
(MW)

Off-peak
7x8

Hourly Demand
(MW)

Power Block
Energy
(Mwh)

Mar-11 48 27

61 27

30,504

35,780

4a,ase85 27

Apr-11

May-11

Jun-11 110 41

Jul-11 110 41

110 41

85 27

Aug-11

Sep-11

Oct-11 61 27

62,540

e4,72s

64,728

47,280

36,952

Nov~11 46 27 28,580

Dec-11 40 25

Jan-12 35 25

Feb-12 46 27

26.040

23,550

27,608

497,215Total Block Energy

1s-
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EXHIBIT 10
ARIZONA PUBLIC SERVICE CORPORATION

AND

ED :s

POWER BLOCK TABLES

TABLE YEAR 5

Includes APS Retell Block

March 1. 2012 tlll'ough February 28, 2013

The foilcwingPower Brock Tableis to be used in conjunctionwith calculating the Monthly Power
Supply Billing Amount

Billing

Month

On-Peak
7x16

Hourly Demand
(MW)

Off-peak
7x8

Houry Demand
~(Mw)

Power Block
Energy
(Mwh)

48

61

27

27

85

110

27

Mar-12

Apr-12

May-12

Jun-12 41

JUf-12 110 41

110 41

B5 27

Aug-12

Sep-12

Oct-12 61 27

Nov-12 46 27

Dec-12 40

Jan-1 a 35

25

25

30.504

35,780

48,858

82,640

64,728

e4,128

47,280

36.952

28,560

26,040

23,580

Feb-1 a 46 27 28,858

496.264Total Block Energy

, 19 . .
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PBD
we)

PTLR.- PREF -
PBD OP

(man

Dow Jones
'Hourly

Index 1: INF
(snwwhr

Volume
IMbalance Hourly
(Sale) I Purchase

(S)
06/05/08 5:00 25 38 7

INF = +$2/MWh
47.00 47.00 * 7 :

329.00
08f20/08 17:00 5 0 90 (10)

INF : ~$2/MWh
69.00 89.00 * (to) :

(690.00)
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EXHIBIT 11

COntract Payment Example Calculation;

For the month of June. 2008 the calculation of the monthly billing contract payment would be:
P = PBA + RP + S + PPC +TRAN+llS +VIA

PBA for June, 2008 : 52,320 MWh * $73.50/MW : $3,845,520

VIA : Z[(PTLR - PREF PBD -| OP) (HI i INF)]

For simplicity in this example, the values in the column titled "Volume imbalance Hourly"
above are assumed to be "$0" for each hour in this month, except for the two (2) hours
shown above. Therefore, VIA for all hours of the month of June, 2008 would be ($361.00).
The Contract Payment: P=$3,845,520+TRAN and VlA= ($361.00) for a total monthly bill of
$3,845,159+TRAN, assuming no surcharge or PPC.
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EXH\BlT 12

Definitions

As used in the Confirmation to which this is Exhibit "12," and in all other Exhibits to this
Confirmation, the following defined terms have the meanings set forth below:

"Ape Retail Block" The 3800 1 customers which are subject to'tran fer Pursuant to other
negotiations between ED-3 and APS and upoN Arizona Corporation Commission ("ACC") approval.

"Capacity" means the electric generating capability, expressed in megawatts (MW).

"On-peak Hour(s)" means hour ending 0700 to 2200 PPT Monday through Sunday including
NERC Holidays.

"On-Peak Hourly Demand" means the demand (MW) to be used for any On-Peak Hour
during the applicable billing month, as set forth in the calculation of VIA.

"Off-peak Hour(a)"means all hours that are not 0n-peak hours.

"Off-Peak Hourly Demand" means the demand (MW) to be used for any Off-Peak Hour
during the applicable billing month, as set forth in the c Iculation of VIA.

"Power Block Energy" means the minimum energy Purchaser must Take-or-pay for each
billing month as shown in column 4 for the month that corresponds to the billing month in Exhibits 1
through. 10. -

"Power Block Tables" means those tables set forth in Exhibit 1 through 10 to this Agreement
used in calculation of the Contract Payment.

"Purchaser Preference Resources" are limited to resources purchased by District from the
Western Area Power Administration ("Western") and from the Arizona Power Authority ("APA"),
including (a) Salt Lake city Area Integrated Project firm entitlements, including Western Replacement
Power. Customer Displacement Power and any redistribution under the integrated Scheduling
Agreement and the Integrated Federal Resource. and Power Transaction Contract, (b) Boulder
Canyon Project ("Hoover") Power, including layoffs and exchanges of power under the APA Resource
Exchange Program, Boulder Canyon Project firming power and .APA firming power sold pursuant to
Section 6(b) of the APA Power Sales Contract between the.District and APA, and Firming Energy. as

that term is defined in, and provided by Contract No. DE-M-S65-86WP39574 between Wsstem and
APA, and adjustments to APA. power arising from-APA's scheduling entity arrangements, and (c)
Parker Davis and/or Navajo power, that may be obtained by the District. but Purchaser Preference
Resources do not include third-party supplemental power.

"Take-or-Pay" means Purchaser shall pay Seller the Power Block Amount for the appropriate
blllng month as a minimum cost per month whether Seller takes any Energy Product that month or
not.

- 2 I -
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Lo
52
50
40
50
52
88
85
90
78
78
78
78
72
70
CB
80
83
90
78
98
96
87
70
68

Volume
25
72

185
213
233
310
225
300
265
462
228
133
25

175
0
0
0

30
230
200
120
200
289
85

Price
$52_00
$51.31
$48.22
$58.13
$80.93
$88.18
$87.57
$90.00
$88.80
$91 .23
$83.04
$78.00
$72.00
$80.57
$83.00
$85.00
$88.00
$90.00
$98.00
$98.00
$98.00
$87.00
$76.32
$88.00

High
52
52
52
56
85
90
go
90
90
98
98
78
72
88
89
90
94
90
98
98
96
87

.87
70
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EXHIBIT 13

Palo Verde Hourly Index
Power Delivery Date: 02122108

Hour 1
Hour 2
HoUr 3
Hour 4
Hours
Hour 6
Hour 7
Hour 8
Hour 9
Hour 10
Hour 11
Hour 12
Hour 13
.Hour 14
Hour 15*
Hour 1G*
H0ur 47*
Hour 18
Hour 19
Hour 20
Hour21
Hour 22
Hour 23
Hour 24

r
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EXHIBIT 14

APS
Arizona Public Service Company

February 21 , 2008

Mark Hackney
Arizona Public Service Company
PO Box 53999
Station 2260
Phoenix,.AZ 85072-3999

Re: EDS Network Contract

Dear Mr. Hackney,

Arizona Public Service Co. has recently negotiated a power supply agreement with the Electrical
District 3 (ED 3) to continue serving them similar to their current contract. APS currently serves this
load as an embedded network load in its own system and has in the past included that load in the total
APS Network load in each of the 10 year load forecasts.

ED 3 has preference hydro power entitlements which are delivered at the Test Track230/69kV
substation and APS M&Tsupp1ies the load following and covers any energy needs on top of their
preference hydro entitlements. APS M&T has been serving this custorna for many years as an
extension of its own APS Native Load Cumbers and uses power purchases and ANS generating
resources as needed. This extended .supply arrangement is projected to start March 1, 2008 and

will be in place for 5 years with the expiration date being February 28, 2013.

Rather than keeping the EDS load included in the total APS Native Load we are requesting fat their
load be added to APS Marketing and Trading's existing Network Integration Transmission Service
Contract (52013) that is used to serve the TOUA, Majority Districts and the City of Wickenburg. APS
M&T believes that partitioning this load away from the APS Native Load and adding it tO
Transmission Service Contract 52013 will allow APS M&T to allocate each billing component that
belongs to each of the separate customers under contract 52013. APS M&T asks for confirmation from
APsTransmission Operations that adding ED 3 will not impair our ability to bill each of the customers
with their appropriate transmission related charges as we are able to do presently.

Please respond as quickly as possible if you see any problems with shifting the ED 3 network load to
the existing Service Contract 52013 and serving them similarly to the other loads associated with this
contract. 4

Since this request is a continuation of service no the ED 3 and theED 3 load has been a Network.Load
in the APS system for years we don't expect that any studies are necessary in order to transfer the load
to Service Contract 52013.

-23-
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In accordance with section 29.2 of the APS open access transmission tariff, APS Marketing & Trading
Department submits the following application to modify its network integration transmission service
arrangement, which it uses to make deliveries to its wholesale customers known as the TOUA,
Majority Districts, and the City of Wickenburg:

29.2.1 The identity, address, telephone number and facsimile number of the party requesting
service, ,

Arizona Public Service Company Marketing & Trading Department
(602) 250-3936
(602) 250~3719. (facsimile)

29.2.2 A statement that the party requesting service is, or will be upon commencement of
service, an Eligible Customer under the Tariff;

Arrkona Public Service Company Marketing & Trading Department is an Eligible
Customer under the APS OATRI

29.2.3 A description of the Network Load at each delivery point. This description should
separately identify and provide the Eligible Customer's best estimate of the total loads to
be served at each transmission voltage level, and the loads to be served firm each
Transmission Provider -substation at the same transmission voltage level. The
description should include a ten (10) year forecast of sumrnerand winter load and
resource requirements beginning with the first year alter the service is scheduled to
commence,

SeeExhibit A.

29.2.4 The amount and location of any interruptible loads included in the Network Load- This
shall include the summer and winter capacity requirements for each interruptible load
(had such load not been interruptible), that portion of the load subject to interruption,
the conditions under which an interruption can be implemented and any limitations on
the amount and frequency of interruptions. An Eligible Customer should identify the
amount of intemlptible customer load (if any) included in the 10 year load forecast
provided in response to 29.2.3 above;

Not applicable.

29.2.5 A description of Network Resources (current and 10-year projection), which shall
include, for each Network Resource: .

8
i

Unit size and amount of capacity from that unit to be designated as Network
Resource .
VAR capability (both leading and lagging) of all generators
Operating restrictions
Any periods of restricted operations throughout the year
Maintenance schedules
Minimum loading level of unit
Normal operating level of unit

. 24 -
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Any must-run unit designations required for system reliability or contract
reasons
Approximate variable generating cost ($/MWh) for reciispatch computations
Arrangements governing sale and delivery of power to third parties from
generating facilities located in APS Control Area, where only a portion of unit
output is designated as a Network Resource .
Description of purchased power designated as a Network Resource including
source of supply, Control Area location, transmission arrangements and delivery
point(s) to APS' Transmission System;

8_9 ExhibfrA.

29.2.6 Description of Eligible Customer's transmission system:

Load flow and stability data, such as read andreactive pans of the load, lines,
transformers, reactive devices and load type, including normal and emergency
ratings of all transmissionequipmentin a load flow format compatible with that
used by APS
Operating restrictions needed for reliability
Operatingguidesemployed by system operators
Contractual restrictions or committed uses of the Eligible Customers
transmission system, other than the Eligible Customer's Network Loads and
Resources
Location of Network Resources described in subsection (v) above
year projection of systemexpansionsor upgrades
Transmission System maps than include any proposed expansions or upgrades
Thermal ratings of Eligible Customers Control Area des with other Control
Al'€8S$ and

Not applicable.

29.2.7 Service Commencement Date and the term of the requested Network Integration
Transmission Service. The minimum tem for Network Integration Transmission
Service is one year.

Requested service is existing Network Load to be transferred to APS' Network
Integration Service Contract #52013. The ED 3 Load will be served by APS M&Tfor
fee years (see Exhibit A).

If you determine after reviewing this submittal that you need more information, contact eitherDennis
Baals at 81-3101or me at81-3936. .

Sincerely,

Randy A. Young
Commodity Consultant
APS M&T
(602)250-3936
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ED s Yearly Network Load Forecast

Year> 2008 2009 2010 2011 2012 2013*

Load inMW 179 197 212 222 232 170
Load is served off the Santa Rosa 230/89 kV sub

* Contract ends Feb 28, 201 s at Midnight.

ED 3 Network Resources

Year> 2008 2009 2010 2011 2012 2013
Primarv Resources
PreferencePower (MW)
(delivered atTest Track230/89 kV sub)

8 9 97 102 105 1 D7 70

Power  Purchase Cont rac ts  (MW )

(delivered at Palo Verde/Hassayampa 500 kV sub)

90 100 110 117 1 2 5 100

Secondarv  Resources

Could include any of the APS Gerleraiing Plants and any of the APS Purchased Power Contracts
that have been designated as a Network Resource.
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ED 3 Monthly Peak Loads in MW

2008 2009 2010MONTH
January
February
March
April
May
June
July
August
September
October
November
December

110
.124

114

109

165

173

179

171

136

117

114

127

122

138

126

121

182

191

197

188

148

127

124

137

132
148
136
130
196
205
212
201
159
136
132
146
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Contract Execution Cover Sheet

Power Sale Agreement and Confirmation

Contract No.: 89694 & 89695

Between I

Arizona Public Service Company

and

Electrical District No. 3 of Penal County

1
I

Credit:
Ann

is Manager

Legail:
Tim §<'9<1en »
AssOciate General Counsel

Marketing:
Dennis Beale
Director, Marketing &1 Origination

Contracts: m%&~
.eve McAdams
Contracts Manager

in*I

Contracts: W
rachele Vanik en

Sr. Contract Development Analyst
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