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DATE: February 24, 2000
DOCKET NO.: E-01345A-98-0473, E-01345A-97-0773 & RE-00000C-94-0165
TO ALL PARTIES:

Enclosed please find the recommendation of Hearing Officer Jane Rodda. The
recommendation has been filed in the form of an Opinion and Order on:

ARIZONA PUBLIC SERVICE COMPANY
(CODE OF CONDUCT)

Pursuant to A.A.C. R14-3-110(B), you may file exceptions to the
recommendation of the Hearing Officer by filing an original and ten (10) copies of the
exceptions with the Commission’s Docket Control at the address listed below by 4:00
p.m. on or before:

MARCH 6, 2000

The enclosed is NOT an order of the Commission, but a recommendation of the
Hearing Officer to the Commissioners. Consideration of this matter has tentatively been
scheduled for the Commission’s Working Session and Open Meeting to be held on:

MARCH 28, 2000 AND MARCH 29, 2000

For more information, you may contact Docket Control at (602) 542-3477 or the
Hearing Division at (602) 542-4250.

e
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BRIAN CMcNE
EXECUTIVE SE[CRETARY

1200 WEST WASHINGTON; PHOENIX, ARIZONA 85007-2996 / 400 WEST CONGRESS STREET: TUCSON, ARIZONA 85701-1 347

WAVWY ¢C State.az. us

This document is available in alternative formats by contacting Cynthia Mercurio-Sandoval,
ADA Coordinator, voice phone number 602/542-0838, E-mail csandovali@cc.state.az.us
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BEFORE THE ARIZONA CORPORATION COMMISSION

CARL J. KUNASEK
CHAIRMAN

JIM IRVIN
COMMISSIONER

WILLIAM A. MUNDELL
COMMISSIONER

IN THE MATTER OF THE APPLICATION OF DOCKET NO. E-01345A-98-0473
ARIZONA PUBLIC SERVICE COMPANY FOR
APPROVAL OF ITS PLAN FOR STRANDED
COST RECOVERY.

IN THE MATTER OF THE FILING OF ARIZONA DOCKET NO. E-01345A-97-0773
PUBLIC SERVICE COMPANY OF UNBUNDLED
TARIFFS PURSUANT TO A.A.C. R14-2-1601, ET.
SEQ.

DOCKET NO. RE-00000C-94-0165
IN THE MATTER OF THE COMPETITION IN
THE PROVISION OF ELECTRIC SERVICES DECISION NO.
THROUGHOUT THE STATE OF ARIZONA.

OPINION AND ORDER
DATE OF HEARING: January 24, 2000
PLACE OF HEARING: Phoenix, Arizona
PRESIDING OFFICER: Jane L. Rodda
APPEARANCES: APPEARANCES:  Mr. Steven M. Wheeler and Mr.

Jeffrey B. Guldner, SNELL & WILMER, L.L.P., on
behalf of Arizona Public Service Company;

Mr. Robert S. Lynch on behalf of the Arizona
Transmission Dependent Utility Group;

Ms. Jessica Carpenter, Staff Attorney, on behalf of the
Residential Utility Consumer Office; and

Ms. Janet Wagner, Staff Attorney, Legal Division, on
behalf of the Utilities Division of the Arizona
Corporation Commission.

BY THE COMMISSION:

On October 6, 1999, the Arizona Corporation Commission (“Commi'ssion”) issued Decision
No. 61973. In Decision No. 61973, the Commission ordered Arizona Public Service Company
(“APS”) to file, within 30 days, a Code of Conduct for Commission approval. APS thereafter filed

with the Commission on October 28, 1999 a proposed Code of Conduct. APS indicated that it had
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DOCKET NO. E-01345A-98-0473 ET AL.

sent copies of the proposed Code of Conduct to parties of record in Docket Nos. E-01345A-98-0473,
E-01345A-97-0773, RE-00000C-94-0165.

On November 9, 1999, the Commission issued a Procedural Order directing interested parties
to provide comments on the APS proposed Code of Conduct filed on October 28, 1999. Enron Corp.,
New West Energy, the Arizona Transmission Dependent Utility Group (“ATDUG”), and
Commission Utilities Division Staff (“Staff”) all filed comments. Staff’s comments were filed in the
form of direct testimony and included an alternative proposed Code of Conduct.

In accordance with the November 9, 1999, Procedural Order, APS filed a final proposed Code
of Conduct on January 5, 2000. Staff and ATDUG filed comments on APS’ final proposed Code of
Conduct on January 18, 2000. Staff’s comments were filed as rebuttal testimony and included a
revised alternative proposed Code of Conduct. In response, APS filed the direct testimony of Jack E.
Davis on January 21, 2000.

The matter came before a duly authorized Hearing Officer of the Commission at the
Commission’s offices on January 24, 2000. APS and Staff presented evidence at the hearing. Staff
submitted as Exhibit S-3 a revised version of its January 18, 2000, proposed Code of Conduct. APS’
and Staff’s witnesses were subject to or available for cross-examination by all parties attending the
hearing. At the conclusion of the hearing, Staff and APS advised the Hearing Officer that they
intended to continue efforts to reach agreement on a Code of Conduct. The matter was taken under
advisement pending submission of a Recommended Opinion and Order to the Coxﬁmission.

On February 22, 2000, Staff and APS jointly submitted a Stipulation which included as
attachments a red-line version of the Joint Proposed Code of Conduct reflecting modifications to
Staff’s alternative proposed Code of Conduct (Exhibit S-3), and a recommended form of order. In
their Stipulation, Staff and APS request that the Joint Proposed Code of Conduc;c be approved as
APS’ Code of Conduct required by A.A.C. R14-2-1616. Staff and APS indicated that they had sent
copies of the Joint Proposed Code of Conduct to parties of record in the above-captioned matters.

At the hearing, the major disagreements among the parties involved the transfer pricing
between affiliates (Section XI), the procedure for approving changes to the Policies and Procedures

manual (“P&P”) (Section VIII), reporting requirements associated with information necessary to
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DOCKET NO. E-01345A-98-0473 ET AL.

monitor compliance with the code, and the scope of the prohibition against the dissemination of
Confidential Customer Information.

Subsequent to the hearing, APS agreed with Staff’s recommendations that the transfer of
goods and services from APS’ Competitive Electric Affiliates to APS should be at the lower of fully
allocated cost or fair market value. The parties also agreed that APS shall submit material changes to
its P&P to the Director of the Utilities Division for approval. If the Director takes no action on the
proposed changes within 30 days, such changes shall be deemed approved. APS also agreed to
Staff’s recommended annual reports. The parties rejected, however, ATDUG’s recommendation to
broaden the prohibition against providing Confidential Customer Information to include “any other
entity that may lawfully provide Competitive Services as defined in R14-2-1601(7).”

We concur with the modifications to Staff’s proposed Code of Conduct that the parties
negotiated following the hearing. We find that the Joint Proposed Code of Conduct submitted by
APS and Staff with their Stipulation is in most respects sufficient, however, we believe it would be
strengthened by the following modifications:

Section VIIL. B. which provides that violations of the P&P which constitute unlawful anti-
competitive behavior would be deemed a violation of the Code of Conduct, should be broadened to
encompass all unlawful anti-competitive behavior whether specifically violating the P&P or not.
Consequently, we would add “or other activity” following “P&P” in the last sentence of Section
VIILB.

In addition, with respect to Section XIV concerning Procedures to Modify the Code of
Conduct, we believe that the Commission and any other affected party should be able to request
modifications to APS’ Code of Conduct in the event future circumstances prove that the current
version of the Code is inadequate to promote competition and meet the requirements or spirit of R14-
2-1616. Consequently, we modify Section XIV by adding “or any other interested party, including
Commission Staff” after “APS” in the first sentence of Section XIV.

We find that as modified hereinabove, the Joint Proposed Code of Conduct is fair and

reasonable and complies with the requirements of A.A.C R14-2-1616.

* * & * * * * * * *

3 DECISION NO.
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DOCKET NO. E-01345A-98-0473 ET AL.

Having considered the entire record herein and being fully advised in the premises, the
Commission finds, concludes, and orders that:

FINDINGS OF FACT

1. In Decision No. 61973, the Commission ordered APS to submit a proposed Code of
Conduct for Commission approval.

2. On October 28, 1999, APS filed a proposed Code of Conduct in accordance with
Decision No. 61973.

3. On November 9, 1999, the Commission issued a Procedural Order setting a hearing
for January 24, 2000, and directing Staff and interested parties to file comments on APS’ proposed
Code of Conduct by December 6, 1999.

4. Enron Corp., New West Energy, ATDUG, and Staff filed comments on APS’ October
28, 1999 Codc of Conduct.

5. Staff recommended that the Commission approve an alternative Code of Conduct
submitted with Staff’s comments.

6. In accordance with the November 9, 1999, Procedural Order, APS filed a final
proposed Code of Conduct on January 5, 2000.

7. On January 18, 2000, as permitted by the Procedural Order, Staff and ATDUG filed
comments on APS’ January 5, 2000, Code of Conduct.

8. Staff’s comments included a revised alternative Code of Conduct that Staff
recommended the Commission approve.

9. On January 24, 2000, a public hearing was held as scheduled.

10.  APS and Staff presented evidence regarding how their proposed Codes of Conduct
would address anti-competitive activities. Staff submitted a revised proposed Code of Conduct as
Exhibit S-3.

11. At the conclusion of the hearing, Staff and APS indicated that they intended to discuss
the resolution of differences between Staff’s proposed alternative Code of Conduct and APS’
proposed Code of Conduct.

12.  On February 22, 2000, Staff and APS jointly filed a Stipulation and a Joint Proposed

4 DECISION NO.
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DOCKET NO. E-01345A-98-0473 ET AL.

Code of Conduct based on the alternative proposed Code of Conduct submitted by Staff at the
hearing. A copy of the Stipulation and Joint Proposed Code of Conduct is attached as Attachment A
and incorporated herein by reference.

13.  The Joint Proposed Code of Conduct should be modified as discussed herein.

14.  The Joint Proposed Code of Conduct, as modified herein, applies to the conduct of
APS and its competitive retail electric affiliates.

15. The Joint Proposed Code of Conduct, as modified herein, prohibits APS from
subsidizing its competitive retail electric affiliates through rates or charges for Noncompetitive
Services, as that latter term is defined in A.A.C. R14-2-1601(29).

16.  The Joint Proposed Code of Conduct, as modified herein, includes provisions
governing separation of books and records; the use of confidential information; the joint employment
of personnel; the use of APS’ name or logo; nondiscrimination; joint advertising, marketing, and
sales; representations regarding quality of service; and complaint resolution.

17.  The Joint Proposed Code of Conduct, as modified herein, also addresses procedures
governing transactions between APS and a competitive retail electric affiliate.

18.  The Joint Proposed Code of Conduct, as modified herein, requires that APS develop
Policies and Procedures to address the implementation of this Code of Conduct, and provides that the
Director of the Utilities Division shall approve the Policies and Procedures.

19.  The Joint Proposed Code of Conduct, as modified herein, provides that non-substantial
changes to such Policies and Procedures would become effective pending the Director’s review,
while substantial changes to such Policies and Procedures become effective in 30 days if not
modified or rejected by the Director.

CONCLUSIONS OF LAW

1. APS is a public service corporation within the meaning of Article XV, Section 3 of the
Arizona Constitution, and an “Affected Utility” within the meaning of A.A.C. R14-2-1601, et seq.

2. Notice of the proceeding was provided as required by law.

3. The Joint Proposed Code of Conduct attached as Attachment A, and as modified

herein, satisfies the requirements of A.A.C. R14-2-1616 and Decision No. 61973 and is supported by

5 DECISION NO.
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DOCKET NO. E-01345A-98-0473 ET AL.

the evidence in this proceeding.

4, The Policies and Procedures developed to implement the Code of Conduct are to be
consistent with the Joint Proposed Code of Conduct, as modified herein, and may be amended in
accordance with the procedures set forth herein.

ORDER

IT IS THEREFORE ORDERED that that the Joint Proposed Code of Conduct as modified
herein, is approved.

IT IS FURTHER ORDERED that Arizona Public Service Company shall file a revised Code
of Conduct that complies with the modifications approved herein within ten days of the effective date
of this Order.

IT IS FURTHER ORDERED that the Interim APS Code of Conduct dated August 6, 1999 is
hereby replaced and superceded by the Joint Proposed Code of Conduct, as modified and approved
herein.

IT IS FURTHER ORDERED that Arizona Public Service Company shall submit revised
Policies and Procedures to implement the Code of Conduct, as modified herein, to the Director of the

Utilities Division for approval within 60 days of the date of this Decision.

6 DECISION NO.
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DOCKET NO. E-01345A-98-0473 ET AL.

IT IS FURTHER ORDERED that this Decision and the Joint Proposed Code of Conduct, as

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

CHAIRMAN COMMISSIONER COMMISSIONER
IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive
Secretary of the Arizona Corporation Commission, have
hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2000.
BRIAN C. McNEIL
EXECUTIVE SECRETARY

DISSENT

JR:dap
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SERVICE LIST FOR:
DOCKET NOS.:

Service List for RE-00000C-94-0165

Lyn Farmer, Chief Counsel
LEGAL DIVISION

1200 W. Washington Street
Phoenix, Arizona 85007

Deborah Scott, Director
UTILITIES DIVISION
1200 W. Washington Street
Phoenix, Arizona 85007

ARIZONA PUBLIC SERVICE COMPANY

E-01345A-98-0473,
00000C-94-0165

E-01345A-97-0773
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BEFORE THE ARIZONA CORPORATION-COMMISSION

CARL J. KUNASEK
CHAIRMAN

JIMIRVIN
COMMISSIONER

WILLIAM A. MUNDELL
COMMISSIONER

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

DOCKET NO. E-01345A-98-0473

)
)
)
)
)
IN THE MATTER OF THE FILING OF ARIZONA )
PUBLIC SERVICE COMPANY OF UNBUNDLED ) DOCKET NO. E-01345A-97-0773
TARIFFS PURSUANT TO A.A.C. R14-2-1601, )
)
)
)
)
)
)
)

ET SEQ.

IN THE MATTER OF THE COMPETITION
IN THE PROVISION OF ELECTRIC SERVICES
THROUGHOUT THE STATE OF ARIZONA

DOCKET NO. RE-00000C-94-0165

STIPULATION OF COMMISSION STAFF AND ARIZONA PUBLIC SERVICE
COMPANY REGARDING CODE OF CONDUCT

Arizona Corporation Commission (“Commission”) Staff and Arizona Public Service
Company (“APS”) submit the following Stipulation regarding APS™ Code of Conduct, which was
required by Decision No. 61973 and A.A.C. R14-2-1616:

1. Following the January 24, 2000 hearing in this matter, APS and Staff commenced
discussions on modifying the proposed Code of Conduct that was submitted by Staff at the
hearing as Exhibit S-3.

2. In these discussions, APS suggested changes to Staff’s proposed Code of Conduct.
APS provided copies of these suggested changes to RUCO and the Arizona Transmission

Dependent Utilities Group (*ATDUG”)—the two other parties that appeared ar the January 24.
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2000 hearing—and invited comments on APS’ proposed changes to Staff’s proposed Code of
Conduct.

3. Staff and APS resolved several issues regarding APS’ suggested changes to Staff’s
proposed Code of Conduct, resulting in a Joint Proposed Code of Conduct. A copy of the Joint
Proposed Code of Conduct showing the changes made from the proposed Code of Conduct
submitted at the hearing as Exhibit S-3 is attached hereto as Exhibit A and incorporated by
reference. A copy of the Joint Proposed Code of Conduct was then provided to all parties that
participated at the hearing or filed comments on the Code of Conduct.

4. APS and Staff received and considered comments and questions from RUCO,
ATDUG, and Enron Corp. on the Joint Proposed Code of Conduct.! RUCO expressed support
for the Joint Proposed Code of Conduct. APS and Staff adopted Enron’s suggestion that APS and
any competitive retail electric affiliate have separate websites as well as telephone numbers.
Enron also recommended that the phrase “without the express permission of the Arizona
Corporation Commission” be deleted from Section VIL.E. APS and Staff did not accept that
recommendation. ATDUG expressed concern that the definition of “Confidential Customer
Information” was not sufficiently broad to include protection for ATDUG’s customers. ATDUG
suggested that the definition of “Third Party” be broadened. After considering these comments,
APS and Staff declined to adopt such changes to the Code of Conduct.

5. Staff and APS agree that the Commission may adopt the Joint Proposed Code of
Conduct as APS’ Code of Conduct required by Decision No. 61973 and A.A.C. R14-2-1616.

6. Additionally, Staff and APS jointly submit the proposed form of order attached as

Exhibit B for the consideration of the Hearing Officer in this matter. The proposed form of order

includes a clean copy of the Joint Proposed Code of Conduct as an Attachment.

: RUCO, ATDUG and Enron Corp. filed substantive comments on the ~arious versions of
the Code of Conduct filed by APS in this proceeding. New West Energy tile. oomonis
supporting APS’ first proposed Code of Conduct. but did not substantive: . Lode ot

Conduct. Of these parties, only RUCO and ATDUG appeared at the hearing S RRIO

-2 DECISTON NO.
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7. APS respectfully requests that the Commission consider this matter at the March 1,
2000 Open Meeting. APS advised RUCO. ATDUG. Enron and New West Energy—all the
parties that either filed comments in this docket or attended the hearing—of this request. RUCO,
Enron. and ATDUG affirmatively advised APS that they did not oppose such expedited

consideration; as of the date of this Stipulation. New West Energy has not advised APS that it

objects to such expedited consideration.

RESPECTFULLY SUBMITTED this 2M%4ay of February, 2000.

By: .. By: %//

Steyéd M. Wheeler /
Jeffrey B. Guldner

fa I. Wolfe

rrizona Corporation Commission SNELL & WILMER, L.L.P.
Legal Division One Arizona Center
(602)542-3402 Phoenix, Arizona 83004

(602)382-6271

Attorneys for Arizona Public Service
Company
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Original and ten copies of the
foregoing filed this 3} R day of
Februarv. 2000. with Docket
Control

A copy of the foregoing was
mailed this22Aday of February,
2000 to:

All parties of record herein.
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EXHIBIT A
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DOCKET NO. E-01345A-98-047

STAERSREVISED-CODE OF CONDUCT

Definitions

3 ET AL.

“APS” sksl-mean: Arizona Public Service Company as it currently exists, as its name may ]

be changed, or as any successor enterprise.

“Bill” skat-meany the billing invoice for N—oncompetitive S-ervices. ]

“Competitive Activities” shal—means “(eompetitive [electric \affiliates3,= =interim
( eompetitive \activities,~ or =Ppermitted (‘eompetitive \activities,” as those terms are
defined in this {eode of ( eonduct.

“Competitive Electric Affiliate” shal-means any business enterprise related to APS that is

also an et:lectric sService Pprovider.

“Competitive Services” shall-means all aspects of retail electric services described in |
A.A.C. R14-2-1601(7).

“Confidential Customer Information” shel—means any non-public customer-specific
information obtained by APS as a result of providing Nsoncompetitive sxervices or
Ppermitted Ceompetitive Aactivities.

“Confidential Information” means Conftdential Customer Information as that term is
detined 1 this Code of Conduct and any other informaton obtained throueh the nrovision of

Noneomrenitive Services that would provide a compettive advantave to o Competitve

Flectric Arihate.

“Distribution Service” skatl-means those services described in A.A.C. R14-2-1601(14). |

“Electric Competition Rules” shal—l—-mean\ —AA C. R14 -1601 to —1617_:ncludine all

future amendments md m(m Hications

“Electric Service Provider” shetbmeans an entity as described in A.A.C. R14-2-1601(15). |

“Extraordinary Circumstance” shal-means any situation shieh-that requires APS to act in
a manner contrary to this (eode of Ceonduct #-order—to protect public interest or safety.
Examples include the following: (a) an abnormal system condition requiring manual or
automatic action to maintain system frequency, to prevent loss of firm load. to prevent
equipment damage. or to prevent disconnection of system elements that could adversely
affect reliability or safetv: (b) a fuel shortage requiring departure trom normal operating
procedures #—esdes—to minimize the use of a particular fuel; (c) a condition that requires ]

TNV AT AT AT
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implementation of emergency procedures as defined in the AISA operating protocols or
protocols of any successor: or (d) an: applicable law. regulation. court order. or regulatory
agency diractive requiring APS to act in a manner contrary to the -_eode of -_sonduct.

“Interim Competitive Activities” shel-means any ( eompetitive s~ervices. exclusive of l
those set forth in A.A.C. R14-2-1615(B). that APS may lawfully provide until December 31,
2002.

“Noncompetitive Services” szat-means those services described in A.A.C. R14-2-1601(29).
“Permitted Competitive Activities” shal-means those (eompetitive Sservices that APS

may provide pursuant to A.A.C. R14-2-1615(B), except for any service provided as part of
S-tandard ©)—ffer S-ervice.

"1’«)licin\' and Procedures™ or =P&P™ means those policies and nrocedures developed
APS o imniement this Code ol Condecl
“Same Terms” ——means that APS shall provide N-oncompetitive S-ervices to its

-~ ompetitive —:\ctivities and -{ hird P-arties on the same terms and conditions.

-

“Standard Offer Service” meuns the bundled provision o
described in AN C RI4-2-1601{38).

retall elecuic service as

“Third Party” means any |electric Sservice Pprovider that does not fall within the
definition of =APS= or =( eompetitive :\ectivities,~ as those terms are defined in this (eode
of Ceonduct.

Applicability of Code of Conduct

SRS Code ol Conduct shat—applics= to the conduct of APS and its
e( ompetitive a:\ctivities, unless an |:=xtraordinary C~ircumstance excuses compliance.

All emplovees and authorized agents of APS shall

ee-i-ﬁﬁl—faﬁce.omnl\ w1th the—requirements—ot-this Ceode of Ceonduct. Failure to conduet
= secomply with this Ceode of (‘eonduct will subject the employee to
dlsmphnar\ actions as described in Section XIII-efhseede.

I11. Treatment of Similarly Situated Persons

A. APS shall apply its tariffs in the same manner to similarly situated entities. If a tariff
provision allows for discretion in its application., APS shall apply that provision in a
non-discriminatory manner between its {eompetitive Aactivities and all ethes [third
Paarties and their respective customers.

DECTSTON NO.
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APS shall process all similar requests for Mroncompetitive Sservices and for
Uzermitted (eompetitive ‘activities. 1fapohcab e. in the same manner and . *hin the
same time period.

APS shall provide access to Déistribution Sservice-—-specific information (including
information about available distribution capability transmission access, and
curtailments) to its ( eompetitive ['loctric M ililuceetiies and shisd-1 hind Pparties
concurrently and under the same terms and conditions.

Use of Confidential Customer Information

A.

APS shall not provide ¢ —onfidential C-ustomer |-nformation_to uin. Competitive
Sleciric Athiliate or Third Parts without the customer’s written
authorization. Such information may be prov1ded only to the extent specifically
authorized.

APS shall inform any gasty—Competitive Blectric Aftiliate or Third Party seeking
 eonfidential ( eustomer linformation that such information may be released only
after APS receives the customer’s written authorization.

Use of the Bill and Promotions within the Bill Envelope

L‘% .

If APS decides to include any amounts due for its <. eompetmve A\activities within

the Bbill, APS shall develop a section in its ————rr—u—-—D& Manual
to ensure equal access to bnlhno serv1ces for —third—parts—electrie—serviee
“providersThird Purtics-es ; ssi which

shull =—————provide that APS \\1H mclude in its Hblll the amounts due
for_Ceompetitive Sservices to any [third Pparty on the Ssame lterms, upon
request.

This provision shall not prevent APS™ Ceompetitive \activities or any {third
Pparty from including amounts due for Naoncompetitive Sservices in its own
consolidated billing statement. as long as the customer receiving such
consolidated billing statement has authorized APS™ Ceompetitive Aactivities or a
I'shird Pparty, as applicable, to act as its agent for such purpose.

If APS chooses to —insert any advertising or promotional materials for its
Ceompetitive \activities or for any tlhird Pparty’s elompetitive—electsie
s3ervices into the envelope for the Bbill or to print such advemsements on the
3bill or billing envelope. APS shall develop a section in its —

—P& P Menual -t ensure equal access to advertising space in
-\-ﬁé—or on the biill or blllmo envelope.

DECISTION NO.
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VIIL.

Customer Telephone Calls

Telephone numbers il o~ cbwsites used by APS for provision of Msoncompetitive
Sservices shal hy its ¢ ‘eompetitive [ electric \affiliates.

Prohibition on Suggestion of Utility Advantage

A. APS shall not state in any advertising, promotional materials, or sales efforts that
a consumer who purchases services from APS’ (eompetitive activities will
receive preferential treatment in the provision of Ngoncompetitive Sservices or
that any other advantage regarding the provision of Msoncompetitive Sservices
will accrue to that consumer.

B. — e name or logo of APS as a utility distribution company shall not be used
in written promotional advertising material circulated by a (eompetitive [electric
Aaffiliate.

C. APS: personnel shall not specify o _any customer or potential customer a
preference for any (eompetitive Sservice provided by APS® Ceompetitive
S.activities over those of any 1'third Pearty.

D. APS: personnel shall not specify tw_any customer or potentivi customer a

preference for any ( eompetitive Sservice provided by a {third Pparty over any
L eompetitive dservice provided by any etherother ['third Pparty.

E. APS- personnel ensasedtheprovisten-efproviding Nponcompetitive Sservices
shall either inform customers who inquire about (‘eompetitive Sservices that a list
of Lelectric Sservice Pproviders is available at no charge from the Arizona
Corporation Commission on its website or by telephone, and upon request shall
provide the customers with the approprlate Arizona Corporatlon Commission
website address and telephone number, or— atl-mav_provide
such customers with a copy of the current Arizona Corporanon Comm1551on list

o such providers.

F. APS shall not require that a consumer purchase any e ompetitive Xservice from
APS’ (eompetitive :\activities as a condition to providing Nsoncompetitive
Nzervices.

G. Prior to the divestiture of APS generation pursuant to Arizona Corporation

Commission Decision No. 61973 (October 6, 1999), APS generation service siH
<1uil not be sold on a discounted basis to <SStandard =8O ffer Ner ico customers
without the express permission of the Arizona Corporation Commission.
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V1il. Accounting for Costs

A. APS shall not eress-subsidize #s-iix (eompetitive \—ctivities s=k—rouoh oy
rates vr_swa—charges tor —ONCOMPENtive D=Srvices.  ficiicy oo Llis roviaion
Ccoso el reuudre PN o charee more than oty authorized e same e am

Sonconinetitive Sen icg.

B. All transactions between APS and its (eompetitive |- electrlc Aeffiliate shall be
accounted for in accordance with APS™ —— Mesual—P&P,
== which shall be developed to describe the cost allocatlon of all transactions
pertalnmg to APS and its (eompetitive Lelectric \affiliatex in a manner that
ensures that there is no subsidization of the ( eompetitive { electric ,\affiliate by
the Neoncompetitive Sservices of APS. Anv muterial violation of the P& which

sould consttute encacement o undawtul anticompetiiive ~ohuvior shall

Senstituic o viojation ol tis Code ot Conducel

C. The -P&P shall be submitted to the Director of the Utilities Division for review
and approval. Beginning one year from the date of approval of the- P&P, APS
shall file annual updates to the P&P, including any and all modifications to
allocation methods and changes in direct and indirect allocators used in the P&P,

\\'ith the Director of the Utilities Division for review and approval. {1 the Director
Tthe Duihities Diviston wkes noacton onan upndare to the P&P vz dadavs of
e lhine. the update shall be deemed approved. '
D, SAPN moe make and implementhon-material chanees o the P&P without seeking
the prior approval ol the Director of the Utilites Division. bat shaii reoort such
non-matertad chanees i the next annual update 1o the P&P.

IX. Reporting Requirements
APS shall submit the following information to the Commission on an annual basis:

A, A list of all =iiextraordinary (eircumstances— excusing APS" compliance with
this Ceode of Ceonduct and a report explaining the nature, cause. and duration of

each incident.

B. A report detailing the costs associated \\ilh — _ ——.il nontarilted
Tansactions between APS—p——— —s——— and_ilzx ———_sompetitive

celectric \affiliate¢sy. with the meuu.d costs_reported separately for each
business activity und tor cach tansaction.
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-

C. A report detailing how many non-S-tandard i )—ffer “oriice customers were |
provided metering services or meter reading services pursuant to Ri4-2-1615.B |
and how many |electric Sservice Pproviders received consolidated billing
services :voinn \’N- pursuant to R14-2-1615.B.

X. Separation Requirements
A. APS and its (eompetitive :\ectivities shall be separate corporate affiliates to the |
extent required by A.A.C. R14-2-1615 and Decision No. 61973 (October 6,
1999).
3. APRS shall notproyide Interim Competitive Aclivities.
Bl APS and its (eompetitive [:electric .\affiliatets} shall keep separate books and

records. APS shall keep accounting records that set forth appropriate cost
allocations between APS’ Nsoncompetitive Sservices, and its (eompetitive
Zelectric \affiliates. All APS records shall be kept in accordance with the FERC
Uniform System of Accounts and Generally Accepted Accounting Principles. As
a precondition to transacting any business with APS, books and records of APS’
"_‘eompetitive [electric .\affiliatetsy must be made available for inspection by the
Arizony Corporation Commission to the extent reasonably necessarv to determine
compliance with this ( eode of {eonduct.

)—. . APS and its Ceompetitive Felectric Aeffiliates shall not jointly employ the same
employeeS' provided. however, that ———————APS and its (eompetitive

“electric a.\ffiliate¢sy may jetnth—empleyhave conumon officers and directors for
corporate support, oversisht. and vovernance-fanetions, but APS officers directly
responsible for operational matters shall not serve as officers or directors of a
 =ompetitive [electric \affiliate. Jent-Common officers und direcrors shall not
utilize Conbidentinl —— —[ntormation obtained through the provision of
Naoncompetitive Sservice to provide a_competitive advantage to asy—APSu
__eompetitive Lelectric Aeffiliate. _Conuacts Tor_services accounted for in
contormance with Section NI shall not constitute prohibited joint emplovment it

—

srensures are luken to prevent the tanster ol Contidental Informaiion between

ADPN and a Competitive Electrie Atftiliae.

|-, s Code of Conducr shall not _prohibit APS and s Compettive Blecnic

Stiliates from purchasine  shared  services from Pinnacle West Capital
Corporation o accordunce with the P&P: provided. however, that APS, Punucle

Nosoand any Competitve Bleetrie Adtihate shall take appropriate measures o
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revend the transter of Contidenual Information between APS uand its Competitve

olectrie Vitiietoea s = l')‘r\;'--

sl Woar

Transfers of Goods and Services

A. APS’ tariffed goods and services shall be provided to !third Pparties and its
(eompetitive [-electric \affiliates at the rates and under the terms and conditions
set forth in the tariff.

B. If APS sells nontariffed goods and services that were developed by APS for sale
in the market to its Ceompetitive |-electric Aaffiliates, the transfer price shall be ]
the fair market value. Such goods and services shall be provided to APS’
Ceompetitive [electric \affiliates and [third Pparties on a non-discriminatory ;
basis.

C. All other transfers of nontariffed goods and services from APS to APS’
Ceompetitive Lelectric Aaffiliates shall be at the higher of fully--allocated cost or |
fair market value.

D. If APS’ Ceompetitive Eelectric Asaffiliates transfer any goods and services to
APS that were developed for sale by the (eompetitive Lelectric Aaffiliate in the
market, the transfer price shall be the fair market value.

E. All other transfers of goods and services from APS’ (eompetitive Lelectric
Aaffiliates to APS shall be at the lower of fully--allocated cost or fair market
value.

Joint Marketing

APS and its Ceompetitive [electric Aaffiliate¢sy shall not jointly market their respective |
services. ' '

Dissemination, Education, and Compliance

A. Copies of this Ceode of Ceonduct s#-shall be provided to emplovees of APS and
alits eCompetitive Felectric Aaffiliates and those authorized agents of APS and
al-its Ceompetitive Lelectric \affiliates_that are likelv to be envaved in activities
subject to the Code of Conduct. A copy of the eCode of Ceonduct wit-shall be
maintained on ARS o i Hr—ber ROWR—as— st ie
EoldersPinnacle West Capttal Corporation”s mtranct.
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B. Training on the provisions of the ('eode of (Ceonduct and its implementation w%l-l-
nold be prowded to »it APS emplovees sl s e authorized agents :
s Rl o beeneaged i wliviien sbiest to ihe Uede ol Conduc

C. Compliance with the (eode of (eonduct is mandatory. An APS employee’s or |

agent’s failure or refusal to abide by or to act according to such standards may
subject the employee or agent to disciplinary action, up to and including discharge
from employment or termination of the agent’s relationship with APS.

D. Questions regarding this L eode of (eonduct should be directed to the—Bustess
Pinnacle West Capital Corporation’s Business Practices Department. Compliance
with this -Code of -{ onduct s#-shall be administered as part of Pinnacle West

Capital Corporation’s Business Pructices Prooramshe—-ARS-Standards of Conduet
prosram.

XIV. Procedure for-Modifiestionto Modify efthe Code of Conduct ]

APS may request modifications to #s-the Ceode of Ceonduct by filing an application with - ]
the Commission. The application shall set forth the proposed modifications and the

reasons supporting them.

XV. Dispute Resolution

To the extent permitied by law, complaints concerning violatons of this Code of Conduct

shall be processed under the procedures established in AA.C. Any—person—or—entity
: . Y a3 o £ . ) C
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BEFORE THE ARIZONA CORPORATION COMMISSION

CARL J. KUNASEK
CHAIRMAN

JIM IRVIN
COMMISSIONER

WILLIAM A. MUNDELL
COMMISSIONER

IN THE MATTER OF THE APPLICATION OF
ARIZONA PUBLIC SERVICE COMPANY FOR
APPROVAL OF ITS PLAN FOR STRANDED
COST RECOVERY ;
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IN THE MATTER OF THE FILING OF ARIZONA
PUBLIC SERVICE COMPANY OF UNBUNDLED
TARIFFS PURSUANT TO A.A.C. R14-2-1601,

ET SEQ.

DOCKET NO. E-01345A-97-0773

IN THE MATTER OF THE COMPETITION

IN THE PROVISION OF ELECTRIC SERVICES DOCKET NO. RE-00000C-94-0165
THROUGHOUT THE STATE OF ARIZONA
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APPEARANCES: Mr. Steven M. Wheeler and Mr. Jeffrey B. Guldner, SNELL &
WILMER, L.L.P., on behalf of Arizona Public Service Company.

Mr. Robert S. Lynch on behalf of the Arizona Transmission
Dependent Utility Group.

Ms. Jessica Carpenter, Staff Attorney, on behalt of the Residential
Utility Consumers Office.

Ms. Janet Wagner, Staff Attorney, Legal Division, on behalf of the
Utilities Division of the Arizona Corporation Commission.
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BY THE COMMISSION:

On October 6. 1999. the Arizona Corporation Commission {(“Commission”) issued
Decision No. 61973. In Decision No. 61975, the Commission ordered Arizona Public Service
Company ("APS”) to file, within 30 days. a Code of Conduct for Commission approval. APS
thereafter filed with the Commission on October 28, 1999 a proposed Code of Conduct. APS
further indicated that it had sent copies of the proposed Code of Conduct to parties of record in
Docket Nos. E-01345A-98-0473, E-01343A-97-0773, RE-00000C-94-0165.

APS had previously submitted what it termed an “Interim Code of Conduct” on August 6,
1999. Without commenting on the merits of the Interim Code of Conduct, it is our intent to
replace the Interim Code of Conduct with the Code of Conduct approved herein.

On November 9, 1999, a Procedural Order was issued directing interested parties to
provide comments on the APS proposed Code of Conduct filed on October 28, 1999. Enron
Corp.. the Arizona Transmission Dependent Utility Group (“ATDUG™), and Staff all filed
comments. Staff’s comments were filed in the form of direct testimony and included an
alternative proposed Code of Conduct.

In accordance with the Procedural Order, APS filed a final proposed Code of Conduct on
January 3, 2000. Staff and ATDUG filed comments on APS’ final proposed Code of Conduct on
January 18, 2000. Staff’s comments were filed as rebuttal tgstimony and included a revised
alternative proposed Code of Conduct. In response, APS prefiled the direct testimony of Jack E.
Davis on January 21, 2000.

The matter came before a duly authorized Hearing Officer of the Commission at the
Commission’s offices on January 24, 2000. APS and Staff presented evidence at the hearing.
Staff submitted as Exhibit S-3 a revised version of its January 18, 2000 proposed Code of
Conduct. APS’ and Staff’s witnesses were subject to or available for cross-examination by all

parties artending the hearing. At the conclusion of the hearing, Staff and APS advised the Hearing
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Officer that they intended to continue efforts to reach agreement on a Code of Conduct. The
matter was taken under advisement pending submission ot a Recommended Opinion and Order to
the Commission.

On February 22. 2000. Statf and APS jointly submitted a Joint Proposed Code of Conduct
that reflected modifications to Staft’s alternative proposed Code of Conduct submitted at the
hearing as Exhibit S-3. Staft and APS requested that the Joint Proposed Code of Conduct be
approved as APS’ Code of Conduct required by A.A.C. R14-2-1616. Staff and APS indicated
that they had sent copies of the Joint Proposed Code of Conduct to parties of record in the above-

captioned matters.

FINDINGS OF FACT

1. In Decision No. 61973, the Commission ordered APS to submit a proposed Code

of Conduct for Commission approval.

2. On October 28, 1999, APS filed a proposed Code of Conduct in accordance with
Decision No. 61973.

5. On November 9, 1999, the Commission issued a Procedural Order setting a
hearing for January 24, 2000, and directing Staff and interested parties to file comments on APS’
proposed Code of Conduct by December 6, 1999.

4. Enron Corp., ATDUG. and Staff filed comments on APS’ October 28, 1999 Code

of Conduct.

N

Staff recommended that the Commission approve an alternative Code of Conduct

submirtted with Staff’s comments.

6. In accordance with the Procedural Order, APS filed a final proposed Code of

Conduct on January 3, 2000.
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1 7. On January 18, 2000, as permitted by the Procedural Order, Staff and ATDUG

[§]

filed comments on APS™ January 3. 2000 Code of Conduct.

I

3. Staff’s comments included a revised alternative Code of Conduct that Staff
; ! recommended the Commission approve.
: ; 9. On January 24, 2000, a public hearing was held as scheduled.
7 10. APS and Staff presented evidence regarding how their proposed Codes of Conduct

g || would address anti-competitive activities. Staff submitted a revised proposed Code of Conduct as
9 | Exhibit S-3.
10 11. At the conclusion of the hearing, Staff and APS indicated that they intended to

discuss the resolution of differences between Staff’s proposed alternative Code of Conduct and

12
APS’ proposed Code of Conduct.
13
14 12. On February 22, Staff and APS jointly filed a proposed Code of Conduct based on
15 the alternative proposed Code of Conduct submitted by Staff at the hearing. A copy of the Joint

16 | Proposed Code of Conduct is attached as Attachment A and incorporated herein by reference.

17 13.  The Joint Proposed Code of Conduct applies to the conduct of APS and its

18 competitive retail electric affiliates.

19 14, The Joint Proposed Code of Conduct prohibits APS from subsidizing its

i(l) competitive retail electric affiliates through rates or charges for Noncompetitive Sen‘ices; as that
;2 latter term is defined in A.A.C. R14-2-1601(29).

23 15. - The Joint Proposed Code of Conduct includes provisions governing separation of
24 | books and records; the use of confidential information: the joint emplovment of personnel; the
25 | use of APS™ name or logo; nondiscrimination; joint advertising, marketing. and sales:

26
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representations regarding quality of service; and complaint resolution.

16. The Joint Proposed Code of Conduct also addresses procedurss zoverning
transactions between APS and a competitive retail electric affiliate.

17. The Joint Proposed Code of Conduct requires that APS develop Policies and
Procedures to address the implementation of this Code of Conduct, and provides that the Director
of the Utilities Division (“Director™) shall approve the Policies and Procedures.

18.  The Joint Proposed Code of Conduct provides that nonsubstantial changes to such
Policies and Procedures would become effective pending the Director’s review, while substantial
changes to such Policies and Procedures become effective in 30 days if not modified or rejected

by the Director.

CONCLUSIONS OF LAW

1. APS is a public service corporation within the meaning of Article XV, Section 3 of
the Arizona Constitution, and an “Affected Utility” within the meaning of A.A.C. R14-2-1601, et
seq.

2. The Joint Proposed Code of Conduct attached as Attachment A satisfies the
requirements of A.A.C. R14-2-1616 and Decision No. 61973 and is supported by the evidence in
this proceeding.

3. The Policies and Procedures developed to implement the Code of Conduct are to

be consistent with the Joint Proposed Code of Conduct and may be amended in accordance with

the procedures set forth herein.

ORDER

IT IS THEREFORE ORDERED that the Joint Proposed Code of Conduct attached as
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Attachment A is approved.

IT [S FURTHER ORDERED that the Interim APS Code of Conduct dated August 6. 1999
is hereby replaced and superceded by the Joint Proposed Code of Conduct.

IT IS FURTHER ORDERED that APS shall submit revised Policies and Procedures to
implement the Codé of Conduct to the Director of the Ultilities Division for approval within 60
days of the date of this Decision.

ITIS FURTHERVORDERED that this Decision and the Joint Proposed Code of Conduct

shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION.

CHAIRMAN COMMISSIONER COMMISSIONER

IN WITNESS WHEREOF, I, BRIAN C. McNEIL, Executive Secretary of
the Arizona Corporation Commission, have hereunto set my hand and
caused the official seal of the Commission to be affixed at the Capitol, in
the City of Phoenix, this day of , 2000.

BRIAN C. McNEIL
Executive Secretary

DISSENT
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JOINT PROPOSED CODE OF CONDUCT
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CODE OF CONDUCT

Definitions

“APS” means Arizona Public Service Company as it currently exists, as its name may be
changed, or as any successor enterprise.

“Bill” means the billing invoice for Noncompetitive Services.

“Competitive Activities” means Competitive Electric Affiliates, Interim Competitive
Activities, or Permitted Competitive Activities, as those terms are defined in this Code of

Conduct.

“Competitive Electric Affiliate” means any business enterprise related to APS that is also
an Electric Service Provider.

“Competitive Services” means all aspects of retail electric services described in A.A.C.
R14-2-1601(7).

“Confidential Customer Information” means any non-public customer-specific
information obtained by APS as a result of providing Noncompetitive Services or Permitted

Competitive Activities.

“Confidential Information” means Confidential Customer Information as that term is
defined in this Code of Conduct and any other information obtained through the provision of
Noncompetitive Services that would provide a competitive advantage to a Competitive

Electric Affiliate.
“Distribution Service” means those services described in A.A.C. R14-2-1601(14).

“Electric Competition Rules” means A.A.C. R14-2-1601 to —1617 including all future
amendments and modifications.

“Electric Service Provider” means an entity as described in A.A.C. R14-2-1601(15).

“Extraordinary Circumstance” means any situation that requires APS to act in a manner
contrary to this Code of Conduct to protect public interest or safety. Examples include the
following: (a) an abnormal system condition requiring manual or automatic action to
maintain system frequency, to prevent loss of firm load, to prevent equipment damage, or to
prevent disconnection of system elements that could adversely affect reliability or safety; (b)
a fuel shortage requiring departure from normal operating procedures to minimize the use of
a particular fuel; (c) a condition that requires implementation of emergency procedures as
defined in the AISA operating protocols or protocols of any successor; or (d) any applicable
law, regulation, court order, or regulatory agency directive requiring APS to act in a manner

contrary to the Code of Conduct.
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“Interim Competitive Activities” means any Competitive Services, exclusive of those set
forth in A.A.C. R14-2-1615(B). that APS may lawfully provide until December 31, 2002.

“Noncompetitive Services” means those services described in A.A.C. R14-2-1601(29).

“Permitted Competitive Activities” means those Competitive Services that APS may
provide pursuant to A.A.C. R14-2-1615(B), except for any service provided as part of

Standard Offer Service.

“Policies and Procedures” or “P&P” means those policies and procedures developed by
APS to implement this Code of Conduct.

“Same Terms” means that APS shall provide Noncompetitive Services to its Competitive
Activities and Third Parties on the same terms and conditions.

“Standard Offer Service” means the bundled provision of retail electric service as
described in A.A.C. R14-2-1601(38).

“Third Party” means any Electric Service Provider that does not fall within the definition of
APS or Competitive Activities, as those terms are defined in this Code of Conduct.

Applicability of Code of Conduct

The Code of Conduct applies to the conduct of APS and its Competitive Activities, unless an
Extraordinary Circumstance excuses compliance.

All employees and authorized agents of APS shall comply with this Code of Conduct.
Failure to comply with this Code of Conduct will subject the employee to disciplinary actions
as described in Section XIII.

Treatment of Similarly Situated Persons

Al APS shall apply its tariffs in the same manner to similarly situated entities. If a tariff
provision allows for discretion in its application, APS shall apply that provision in a
non-discriminatory manner between its Competitive Activities and all Third Parties

and their respective customers.

B. APS shall process all similar requests for Noncompetitive Services and for Permitted
Competitive Activities, if applicable, in the same manner and within the same time
period.

C. APS shall provide access to Distribution Service-specific information (including

information about available distribution capability, transmission access, and
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curtailments) to its Competitive Electric Affiliates and Third Parties concurrently and
under the same terms and conditions.

Iv. Use of Confidential Customer Information

A. APS shall not provide Confidential Customer Information to any Competitive
Electric Affiliate or Third Party without the customer’s written authorization.
Such information may be provided only to the extent specifically authorized.

B. APS shall inform any Competitive Electric Affiliate or Third Party seeking
Confidential Customer Information that such information may be released only
after APS receives the customer’s written authorization.

V. Use of the Bill and Promotions within the Bill Envelope

A. If APS decides to include any amounts due for its Competitive Activities within
the Bill, APS shall develop a section in its P&P to ensure equal access to billing
services for Third Parties which shall provide that APS will include in its Bill the
amounts due for Competitive Services to any Third Party on the Same Terms,

upon request.

B. This provision shall not prevent APS’ Competitive Activities or any Third Party
from including amounts due for Noncompetitive Services in its own consolidated
billing statement, as long as the customer receiving such consolidated billing
statement has authorized APS’ Competitive Activities or a Third Party, as
applicable, to act as its agent for such purpose.

C. If APS chooses to insert any advertising or promotional materials for its
Competitive Activities or for any Third Party’s Competitive Services into the
envelope for the Bill or to print such advertisements on the Bill or billing
envelope, APS shall develop a section in its P&P to ensure equal access to
advertising space in or on the Bill or billing envelope.

V1.  Customer Telephone Calls
Telephone numbers and websites used by APS for provision of Noncompetitive Services
shall be different from those used by its Competitive Electric Affiliates.

VIL. Prohibition on Suggestion of Utility Advantage
A. APS shall not state in any advertising, promotional materials, or sales efforts that

a consumer who purchases services from APS’ Competitive Activities will
receive preferential treatment in the provision of Noncompetitive Services or that
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any other advantage regarding the provision of Noncompetitive Services will
accrue to that consumer.

B. The name or logo of APS as a utility distribution company shall not be used in
written promotional advertising material circulated by a Competitive Electric
Affiliate.

C. APS personnel shall not specify to any customer or potential customer a

preference for any Competitive Service provided by APS’ Competitive Act1v1t1es
over those of any Third Party.

D. APS personnel shall not specify to any customer or potential customer a
preference for any Competitive Service provided by a Third Party over any
Competitive Service provided by any other Third Party.

E. APS personnel providing Noncompetitive Services shall either inform customers

who inquire about Competitive Services that a list of Electric Service Providers is

.available at no charge from the Arizona Corporation Commission on its website

or by telephone, and upon request shall provide the customers with the

appropriate Arizona Corporation Commission website address and telephone

number, or may provide such customers with a copy of the current Arizona
Corporation Commission list of such providers.

F. APS shall not require that a consumer purchase any Competitive Service from
APS’ Competitive Activities as a condition to providing Noncompetitive
Services.

G. Prior to the divestiture of APS generation pursuant to Arizona Corporation

Commission Decision No. 61973 (October 6, 1999), APS generation service shall
not be sold on a discounted basis to Standard Offer Service customers without the
express permission of the Arizona Corporation Commission.

VIII. Accounting for Costs

A. APS shall not subsidize its Competitive Activities through any rates or charges for
Noncompetitive Services. However, this provision does not require APS to charge
more than its authorized tariff rate for any Noncompetitive Service.

B. All transactions between APS and its Competitive Electric Affiliate shall be
accounted for in accordance with APS’ P&P, which shall be developed to
describe the cost allocation of all transactions pertaining to APS and its
Competitive Electric Affiliates in a manner that ensures that there is no
subsidization of the Competitive Electric Affiliate by the Noncompetitive
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Services of APS. Any material violation of the P&P which would constitute
engagement in unlawful anticompetitive behavior shall constitute a violation of

this Code of Conduct.

C. The P&P shall be submitted to the Director of the Utilities Division for review
and approval. Beginning one year from the date of approval of the P&P, APS
shall file annual updates to the P&P, including any and all modifications to
allocation methods and changes in direct and indirect allocators used in the P&P,
with the Director of the Utilities Division for review and approval. If the Director
of the Utilities Division takes no action on an update to the P&P within 30 days of
its filing, the update shall be deemed approved.

D. APS may make and implement non-material changes to the P&P without seeking
the prior approval of the Director of the Utilities Division, but shall report such
non-material changes in the next annual update to the P&P.

- Reporting Requirements

APS shall submit the following information to the Commission on an annual basis:

A. A list of all Extraordinary Circumstances excusing APS’ compliance with this
Code of Conduct and a report explaining the nature, cause, and duration of each
incident.

B. A report detailing the costs associated with all nontariffed transactions between

APS and its Competitive Electric Affiliates, with the associated costs reported
separately for each business activity and for each transaction.

C. A report detailing how many non-Standard Offer Service customers were
provided metering services or meter reading services pursuant to R14-2-1615.B
and how many Electric Service Providers received consolidated billing services
from APS pursuant to R14-2-1615.B.

Separation Requirements

A. APS and its Competitive Activities shall be separate corporate affiliates to the
extent required by A.A.C. R14-2-1615 and Decision No. 61973 (October 6,

1999).
B. APS shall not provide Interim Competitive Activities.
C. APS and its Competitive Electric Affiliates shall keep separate books and records.

APS shall keep accounting records that set forth appropriate cost allocations
between APS’ Noncompetitive Services, and its Competitive Electric Affiliates.
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All APS records shall be kept in accordance with the FERC Uniform System of
Accounts and Generally Accepted Accounting Principles. As a precondition to
transacting any business with APS, books and records of APS’ Competitive
Electric Affiliates must be made available for inspection by the Arizona
Corporation Commission to the extent reasonably necessary to determine
compliance with this Code of Conduct.

APS and its Competitive Electric Affiliates shall not jointly employ the same
employees; provided, however, that APS and its Competitive Electric Affiliates
may have common officers and directors for corporate support, oversight, and
governance, but APS officers directly responsible for operational matters shall not
serve as officers or directors of a Competitive Electric Affiliate. Common
officers and directors shall not utilize Confidential Information obtained through
the provision of Noncompetitive Service to provide a competitive advantage to a
Competitive Electric Affiliate. Contracts for services accounted for in
conformance with Section XI shall not constitute prohibited joint employment if
measures are taken to prevent the transfer of Confidential Information between
APS and a Competitive Electric Affiliate.

This Code of Conduct shall not prohibit APS and its Competitive Electric
Affiliates from purchasing shared services from Pinnacle West Capital
Corporation in accordance with the P&P; provided, however, that APS, Pinnacle
West, and any Competitive Electric Affiliate shall take appropriate measures to
prevent the transfer of Confidential Information between APS and its Competitive
Electric Affiliates via Pinnacle West.

XI. Transfers of Goods and Services

A.

APS’ tariffed goods and services shall be provided to Third Parties and its
Competitive Electric Affiliates at the rates and under the terms and conditions set

forth in the tariff.

If APS sells nontariffed goods and services that were developed by APS for sale
in the market to its Competitive Electric Affiliates, the transfer price shall be the
fair market value. Such goods and services shall be provided to APS’ Competitive
Electric Affiliates and Third Parties on a non-discriminatory basis.

All other transfers of nontariffed goods and services from APS to APS’
Competitive Electric Affiliates shall be at the higher of fully-allocated cost or fair

market value.
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XIII.

XIV.

XV.
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D. If APS’ Competitive Electric Affiliates transfer any goods and services to APS
that were developed for sale by the Competitive Electric Affiliate in the market,
the transfer price shall be the fair market value.

E. All other transfers of goods and services from APS’ Competitive Electric
Affiliates to APS shall be at the lower of fully-allocated cost or fair market value.

Joint Marketing

APS and its Competitive Electric Affiliates shall not jointly market their respective
services.

Dissemination, Education, and Compliance

A.

Copies of this Code of Conduct shall be provided to employees of APS and its
Competitive Electric Affiliates and those authorized agents of APS and its
Competitive Electric Affiliates that are likely to be engaged in activities subject to
the Code of Conduct. A copy of the Code of Conduct shall be maintained on
Pinnacle West Capital Corporation’s intranet.

Training on the provisions of the Code of Conduct and its implementation shall be
provided to all APS employees, as well as to authorized agents that are likely to
be engaged in activities subject to the Code of Conduct.

Compliance with the Code of Conduct is mandatory. An-APS employee’s or
agent’s failure or refusal to abide by or to act according to such standards may
subject the employee or agent to disciplinary action, up to and including discharge
from employment or termination of the agent’s relationship with APS.

Questions regarding this Code of Conduct should be directed to Pinnacle West
Capital Corporation’s Business Practices Department. Compliance with this Code
of Conduct shall be administered as part of Pinnacle West Capital Corporation’s
Business Practices Program.

Procedure to Modify the Code of Conduct

APS may request modifications to the Code of Conduct by filing an application with the
Commission. The application shall set forth the proposed modifications and the reasons

supporting them.

Dispute Resolution

To the extent permitted by law, complaints concerning violations of this Code of Conduct
shall be processed under the procedures established in A.A.C. R14-2-212.
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