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This Agreenment (hereinafter referred to as the “ISA-TP
Agreement” or this “Agreenent”) is made as of the __ day of
______ , 2000, by and among [ TRANSM SSI ON PROVI DER S
NAME] (t he “Transm ssion Provider” or “TP”) and the Arizona
| ndependent Schedul i ng Adm ni strator Association (the “Az

| SA”). The TP and the Az | SA are herein referred to

individually as a “Party” and collectively as “Parties.”

Section 1 FACTUAL RECI TALS

1.01 The Arizona | egislature enacted the Electric
Power Conpetition Act of 1998, A.R S. 8§ 30-801,
et seq., which requires certain public power
entities that wish to offer conpetitive electric
services to open their own service territories to
conpetition, and requires suehsaid entities and
the Arizona Corporation Conm ssion (“ACC’) to
coordinate their efforts in the transition to
retail conpetition to pronote consistent, state-
wi de standards for retail conpetition.

1.02 The ACC adopted Electric Conpetition Rules
requiring that electric utilities subject to its
jurisdiction (the Affected Utilities) offer
access to conpetitive electric services to the

utilities” retail custoners, and required the




1.03

Affected Uilities to establish and inplenent an
Az |SA to facilitate non-discrimnatory retai
access and a robust and efficient retail market,
and it has adopted ACC Rule 14-2-1609 to require
t he establishnent of certain specific functions
for the Az | SAand-saidelectricutilities.

The Arizona Electric Power Cooperative, Inc.
(“AEPCO’), Arizona Public Service Conmpany
("APS"), Citizens Utilities Conpany (“Citizens”),
and Tucson El ectric Power Conpany (“TEP”)(the
“Participating Utilities”), together with other

i nterested stakehol ders, have formed the Az | SA,
an Arizona non-profit corporation, the by-laws of
whi ch describe its purposes, powers, and

obligations (“Bylaws”).




1-0651. 04

| r Leul 1 ab) o
biLi : . o  ocilitios,

In furtherance of its purposes, the Az | SA Board

1.05

of Directors (“Az |ISA Board”), on April 7, 2000,
conditionally accepted a set of admi nistrative
and operational protocols (the “Protocols Minual”
or “PM) and approved inplenmentation of the PM on
an interimbasis, and on June 22000 -approved—=a
I ol : I i :
I I Lol : : o :

stated4+n-ACCRule R 14-2- , approved a

detailed Inplenmentation Plan providing for the

i npl enmentation in two phases (“Phase |” and

“Phase I1”) of PMfunctions and activities in

accordance with ACC Rule R 14-2-1609 (the

“1Inpl ementation Plan”).
In furtherance of the devel opment of the Az | SA,

and to facilitate conversion to a conpetitive




1-0+1. 06

retail market in Arizona, the Participating
Utilities have | oaned nonies to the Az | SA

The Participating Utilities have a continuing

1. 07

obligation to provide safe and reliable electric
transm ssion service to the public, including
assuring suitable use of their individual
transm ssion facilities to attain and maintain
conpliance with this obligation. Fhe+ights—and
bl . : o :
I o hol I o : I
I i g : ot | I

| v i) | i

. o lod
by this Agreenment or the PM

The Participating Utilities shall continue to
own, operate, control, nodify, and naintain their

i ndi vidual transm ssion facilities.
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08

assi gns,

Section 2

The Parties have agreed to enter into this
Agreenent to establish the rights and obligations
of each of the Parties with respect to the
operation of Az ISA in accordance with the PM and
operating procedures established by the Az | SA
Board, and the obligations contained in this

Agr eenent .

In consideration of the nmutual covenants and
agreenents set forth herein, the Parties do hereby agree

with each other, for thenselves and their successors and

as follows:

DEFI NI TI ONS AND GENERAL CONSTRUCTI ON

Each capitalized termused in this Agreenent
shal | have the nmeaning provided in this
Agreenent, or as specifically set forth in the
definitions protocol of the PM (attached hereto
as Exhibit 3). Each reference to a Section
refers to a section of this Agreenent, unless

ot herwi se stated. Exhibits and any rate schedul e
(including Rate Schedule 1) referred to in this
Agreenment are hereby incorporated in their

entirety as if fully set forth in this Agreenent.




2.

2.

2.

2.

01

02

03

04

“Az | SA Board” shall nean the Az | SA Board of
Directors duly elected in accordance with the
Byl aws.

“lI SA-SC- TP Agreenment” with respect to each of the
Participating Uilities shall nmean an agreenent,
to which the Az | SA, the individual Participating
Uility (that is a Party to this Agreenent), and
each Schedul i ng Coordi nator that serves retai
custoners pursuant to that Participating
Uility' s retail access requirenents, are each a
party, and that addresses the rights and
obligations of said parties with respect to
participation in the provision or receipt of
Retail Network Integration Transni ssion Service
(“RNITS").

“Participating Utilities” shall mean Arizona

El ectric Power Cooperative, Inc. (“AEPCO),

Ari zona Public Service Conpany (“APS”), Citizens
Uilities Conmpany (“Citizens”), and Tucson

El ectric Power Conpany (“TEP”).

“Phase |” shall nmean those PM functions or

2.

05

activities designated as Phase | in the PM

“Phase Il” shall mean those PM functions or

activities designated as Phase Il in the PM




2.06

2. 07

2.08

2—0+2. 09

“Protocol s Manual” shall nmean the docunment that
descri bes the operational and adm nistrative
procedures (“Protocols”) used by the Az | SA, SCs,
and TPs to receive or provide RNITS in the State
of Arizona as conditionally accepted by the Az

| SA Board on April 7, 2000, as may be revised
fromtime to tinme, and as filed with the Federal
Ener gy Regul atory Commi ssion (“FERC’) and made
effective consistent with the Federal Power Act
(“FPA") and FERC s regul ati ons.

“Rate Schedule 1” shall nean the Az | SA Rate
Schedule No. 1 filed with FERC

“Regi onal Transm ssion Organi zati on” or “RTO
shal | have the nmeaning provided in the PM except
that it shall include an operational |ndependent
System Operator (or “1SO’) with an open access
tariff accepted by FERC

“St andar ds of Conduct” shall nean those rul es

contained in 18 CF.R 8 37.4, as they may be
amended or their successors, and any associ ated
procedures devel oped by athe TP and accepted by

FERC, to inplenment those rules.




2-082.10 “Transmn ssion Provider” or “TP” shall nean

[ TRANSM SSI ON PROVI DER' S NAME] —, its successors

and assi gns.

Section 3 GENERAL OBLI GATI ONS OF THE PARTI ES

3—01TheSubj ect to the provisions of Section 26, the Az | SA

shall perform all obligations and

responsibilities assigned to it pursuant to the

Byl aws, the PM and this Agreerent—

3.01 Agreenment. Notw thstanding the foregoing,

including the provisions of Section 16, the Az

| SA shall inplenent the PMin accordance with the

schedul e contenplated in the Inplenentation Pl an.

3.02 FheSubject to the provisions of Section 26, the

TP shall performall obligations and
responsibilities assigned to it pursuant to the
Byl aws, the PM and this Agreenent, i ncluding,
without limtation, the obligation to nake any
paynments when due.

3.03 The TP shall require each SC that serves retail
custoners, pursuant to the TP's retail access
requirenents, to take service under the TP s OATT

or other tariff.

10




3.04

3-063. 05

The TP shall neither accept a retail schedule for
nor provide RNITS to an SC unl ess that SC has
executed the | SA-SC- TP Agreenent.

Upon FERC acceptance or approval of this

The TP, at

3. 06

Agr eement (-{—appHicable), the | SA-SC- TP
Agreerment—{if—apptiecable)-Agreenent, Rate

Schedule 1 and the PM the TP shall charge each

SC that receives transm ssion service for retail
| oad served by those SCs under the TP's OATT or
other tariff, the TP s costs associated with

sheort—ws gnd cooparlop of the Ao Shoper ot ng
costs (“TPOC’) and repaynment costs (“TPREPAY”) in

accordance with Rate Schedule 1 and Section 4
(Fundi ng Section) of this Agreenent.

its own expense, shall be+responsibleto bill and
collect fromeach SC the charges described in
Rat e Schedul e i—

1. It is the parties understandi ng that

3. 07

reasonabl e costs associated with said billing and

collection shall be included by the TP as part of

its revenue requirenent.

The TP shall apply its individual custoner credit
rating requirenments, contained in its OATT or

other tariff, to each SC taking service under

11




said OATT or other tariff. Wen verifying the
credit rating of suehsaid SC, the TP shal
include in the amount for which the credit is
verified the charges to be inmposed on the SC

pursuant to Rate Schedul e 1.

3.08 The TP shall notify the Az | SA and each of the
other Participating Utilities, in witing, in the
event an SC defaults on its paynent of the rates
specified in Rate Schedul e 1.

3. 09 The Parties agree that the rights and obligations
of transm ssion custoners requesting and
recei vi ng whol esale transm ssion service and the
TP providing said service are defined by the TP' s
open access transm ssion tariff (“OATT”) or other
tariff and that neither the PMnor this
Agreenent: (a) shall nmodify the manner in which
whol esal e transni ssion service i s requested or
provi ded pursuant to the TP's OATT or ot her
tariff; or (b) affect the rights or obligations
of custoners with Existing Agreenents.

Section 4 FUNDI NG OF Az | SA OPERATI ONS AND REPAYMENT

OF START- UP LOANS
4.01 Recovery of Az |ISA Operating Costs

12




(a)

(b)

(c)

By the 15'" day of each nonth, the TP shal
provide the Az ISAwith its Transm ssion Provider
Retail Load (or “TPRL”) as defined in Rate
Schedule 1. The Az | SA shall use each
Participating Uilities’ TPRL value to cal cul ate
t he Aggregate Retail Load (or = .

desecribed AGGRL”) as defined in Rate Schedul e 1.

By the 20'" day of each nonth, the Az | SA shal
cal cul ate and communicate to the TP a good faith
estimate of (i) the TP's share of the Az I SA's

nont hly operating costs (the “OperatingCost
Fransm-ssion“ Transm ssi on Provider Operating

s e S R = At <1 AR ) S S

as defined in Rate Schedule 1 and (ii) the Az

| SA”s total operating costs for the subsequent
billing nmonth. That good faith estimte shal
include, to the extent practicable, actual
operating costs known at the tine the estimate is
pr epar ed.

By the 10th day of the followi ng nonth, the TP
shall pay to the Az ISA, in accordance with the
provi sions in Section 4-0654.04 (Electronic
Paynment) and Rate Schedule 1, the TP s OSFRTPOC

for the previous billing nonth.

13




4.02

(a)

(b)

(c)

Repaynent of Debt

By the 10'" day of each nonth, the TP shal

cal cul ate and communicate to the Az | SA the Az
| SA’ s debtrepaynent obligationewed to the TP for
t he subsequent billing nonth (the “Transm ssion

Provi der’ sbebt Repaynent” or “FRPBPR}—as

deseribed” TPREPAY”) as defined in Rate Schedul e

1.

Wthin five (5) business days of the day on which
the Az | SA receives the information specified in
Section 4.02(a), the Az I SA shall notify the TP
by phone or E-mail if it disagrees with the TP s
cal cul ation. Disagreenents as to the correct
anount that are not resolved within five (5) days
shall be subject to the dispute resol ution
procedur es cont ai ned herein.

By the 10'" day of each billing nonth, the TP
shall remt to the Az I SA, in accordance with the
provisions in Section 4-054.04 (Electronic
Paynment) and Rate Schedule 1, all revenues
associated with the Az | SA's repaynent efthe Az
+FSA-s—debt obligation for that billing nmonth

coll ected by the TP from each SC.

14




4.03

(d)

(e)

To the extent the TP collects from SCs an amount
of noney that exceeds the TP’ s FRBR-TPREPAY, the
excess revenue shall be used to reduce the

remai ni ng principal associated with the repaynent

obligation to the TP, entheloan—radebythe

FRas listed in Exhibit 1. Whenever suehsaid

addi ti onal paynent is made, the TP shal

recal cul ate the lean—paywentrepaynent obligation

in accordance with an anortization schedul e
agreed to by the Parties.

To the extent the TP collects from SCs an anmount
of noney that is less than the TP s FRDR-TPREPAY,

the TP shall recal cul ate the lean

payrentrepaynent obligation in accordance with an

anortization schedul e agreed to by the Parties.

4.03

Over due Paynent

Amounts not paid in accordance with this Section |
4 on or before the due date shall be payable with
interest accruing at a rate equal to one percent
plus the prime commercial |ending rate

established fromtinme to tinme by Chase Manhatt an

Bank, N. A., New York, New York, or its successor

15




4-064. 05

fromthe due date until the date upon which

paynment is nmade.

El ectroni ¢ Paynent

Each paynment made by athe TP to the Az ISA in
accordance with this Agreenment or its | SA-SC-TP
Agreenent, shall be nade by wire transfer of

i mmedi ately avail able funds in accordance with
the routing instructions provided by the Az | SA.

Debt—Repaynent

By the 20'" day of each nonth, the Az | SA shal

pay to the TP the sanme anount patld-byit receives

fromthe TP pursuant to Section 4.02 of Rate

Schedul e 1{payhmentsassociated with the Mmnthly
Debt—Repayrent—Rate)—~ asa paynent under the

appl i cabl e prom ssory note. Paynents shall be

16




Section 5

5.01

5.02

5.03

5. 04

made in the manner reasonably specified by the

TP.

THE PROVI SI ON OF | NFORMATI ON
The Az | SA shall provide to the TP information
reasonably requested by the TP that is necessary
to permt the TP to bill Scheduling Coordinators
for Az | SA-rel ated expenses.
The Az | SA shall provide the TP with actual and
esti mated operating expenses for the prior and
subsequent billing nonths, respectively, as
descri bed in Rate Schedul e 1.
The TP shall provide the Az ISAwith information
reasonably requested by the Az | SA that is
necessary to verify the anmount of revenue
collected by the TP from each SC pursuant to this
Agreement and the TP's Transm ssion Provider’s
Retail Load as defined in Rate Schedul e 1.
Each Party that receives a request for
i nformation pursuant to this Section shal
provi de the requesting Party with the requested
information in a nutually agreeabl e manner and
within a nmutually agreeable tinme frame.

Agreenent shall not be unreasonably w thheld, and

17




5. 05

Section 6

Section 7

each Party shall exercise due diligence in
satisfying their obligations under this Section
5.

Where this Agreenent requires a Party to act on a
specific day and that day falls on a holiday or

weekend, the Party shall act on the next business

day.

COWPLI ANCE W TH TRANSM SSI ON PROVI DER
STANDARDS OF CONDUCT

To the extent the TP provides to the Az | SA
transm ssion-related information subject to the
nondi scrim natory discl osure requirenents set
forth in the TP's Standards of Conduct, then the
TP shall advise the Az | SA of the restrictions on
di scl osure of said information. The Az | SA shal
take all reasonable actions to conply, or cause
its agents for purposes of inplenenting the PMto
conmply, with the TP's Standards of Conduct, to

t he extent necessary, to ensure that said
transm ssion-related information is not

i nproperly discl osed.

Revi sion O O Anendnent To Transni ssion
Provider’s OATT O Other Tariff

18




The TP providing transnm ssion service pursuant to
the terms of an OATT or any other tariff, at the
time this Agreenent is executed or at any tine in
the future, during the termof this Agreenent,
shall revise its OATT or other tariff, as
necessary, to give effect to the provisions of
the PM as the PM may be anmended by the Az | SA
Board fromtime to tine. SuehSaid revisions
shall be made, and, if necessary, filed wth FERC
as a conpliance filing under Section 206 of the
FPA, within thirty (30) days of the date on which
FERC i ssues an order accepting the PM or the
nodi fications thereto or in accordance with other

applicable law or order. Nothing in this Section

7 shall preclude the TP from protesting said PM

amendnent with FERC or intervening in any such

filing.

Section 8 DI SPUTE RESOLUTI ON PROCEDURES

8.01 8—01-Di sputes Between One or More Transm ssion |
Provi ders

Subj ect to Section 8.03 (Restrictions On Use)-the

Use of Procedures), any dispute arising between

the Participating Utilities relating to

19




interpretation of the provisions of this
Agreement or the PM or to the performance of a
Participating Uilities obligations hereunder,
or under the PM shall be resolved in accordance
with the dispute resolution procedures set forth

in the Byl aws.

8. 02 802 Di sputes Between The Az | SA And One Or
More Transm ssion Providers
Providers—

Subj ect to Section 8.03 (Restrictions On Use)-the

Use of Procedures), any dispute arising between

one or nore Participating Utilities and the Az

| SA relating to interpretation of the provisions

of this Agreenent or the PMor to the performance

of a Party’s obligations hereunder, or under the

PM shall be resolved in accordance with the

di spute resolution procedures set forth in this

Section 8.02.

(a) Internal Dispute Resolution Procedures: Any
di spute between athe TP(s) and the Az | SA
nmeeting the criteria specified above
(excl udi ng applications for rate changes or
ot her changes to the PMor this Agreenent)
shall be referred to a designated senior

representative of the Az | SA and a seni or

20




(b)

representative(s) of the TP(s) for
resolution on an informal basis as pronptly
as practicable. |f the designated senior
representatives are unable to resolve the
di spute within thirty (30) days by nmutual
agreenent , sueh di spute may be submtted to
arbitration and resolved in accordance with
the arbitration procedures set forth bel ow.
External Arbitration Procedures: Any
arbitration initiated under this Section
shal | be conducted before a single neutral
arbitrator appointed by the parties to the
arbitration. |If the parties fail to agree
upon a single arbitrator within ten (10)
days of the referral of the dispute, each
party to the arbitration shall choose one
arbitrator who shall sit on an arbitration
panel. |If an even nunber of arbitrators are
enpanel ed, the arbitrators shall within
twenty (20) days sel ect one additional
arbitrator to chair the panel. |f an odd
nunber of arbitrators are enpanel ed, the
arbitrators shall elect the chair by sinple

maj ority vote. The parties to the dispute

21




(c)

may nutually agree to select a | essor nunber
of arbitrators. All arbitrators enpanel ed
shall be know edgeable in electric utility
matters, including electric transm ssion and
bul k power issues, and shall not have any
current or past substantial

businessbusi ness, social or financial

relationship with any party to the
arbitration (except prior arbitrations).
The arbitrators shall provide each of the
parties an opportunity to be heard and,
except as otherw se provided herein, shal
generally conduct the arbitration in
accordance with the Comrercial Arbitration
Rul es of the American Arbitration
Associ ati on and any applicabl e FERC
regul ati ons.

Arbitration Decisions: Unless otherw se
agreed, the arbitrators shall render a
decision within ninety (90) days of

appoi ntment and shall notify the parties in
writing of suehsaid decision and the reasons
therefore. The arbitrators shall be

authorized only to interpret and apply the

22




(d)

provi sions of the PMand this Agreement in

accordance with substantive | aw and shal

have no power to nodify or change any of the
above in any manner. The decision of the
arbitration panel shall be final and binding
upon the parties, and the judgnment on the
award may be entered in any court having
jurisdiction. The decision of the
arbitration panel may be appeal ed solely on
t he grounds that the conduct of the
arbitrator(s), or the decision itself,

viol ated the standards set forth in the
Federal Arbitration Act and/or the

Adm ni strative Dispute Resolution Act. The
final decision of the arbitration panel nust
also be filed with FERC if it affects
jurisdictional rates, ternms and conditions
of service or facilities.

Costs: Each party to the arbitration shall
be responsible for its own costs incurred
during the arbitration process, for the cost
of the arbitrator chosen by the party to sit

on the panel, and a pro rata share of the

23




8.

03

cost of the last arbitrator chosen by the
panel, if applicable.
Restrictions On The Use OF Procedures: The

procedures set forth in this Section 8 (Dispute
Resol uti on Procedures) do not apply to disputes
ari sing under any agreenent other than this Agreenment
or simlar agreenents between the Az | SA and ot her
Participating Uilities, including without limtation,
any prom ssory notes executed by the Az | SA and one or
nore TPs. The procedures in Section 8.01 do not apply

to di sputes between one or nore TPs and the Az | SA.

Section 9 | SA- TP Agreenent WModification or Anmendnent

9.

01

Subj ect to the right of athe TP to protest any
such amendnment after it is filed with FERC, the
Az 1SA may unilaterally file to anend this
Agreement pursuant to Section 205 of the FPA to
t he extent necessary to inplenment tenporary
corrective actions approved by the Az | SA Board
to address exigent circunstances related to the
reliability of the TP’ s transm ssion facilities
or other circunmstances that significantly and

adversely affect the Az ISA's ability to carry

24




out its obligations under the PM the | SA-SC-TP
Agreement or this Agreenment.

9. 02 Except as otherw se provided in Section 9.01
above, upon nmutual witten agreenment of all the
Parties, which agreenent shall not be
unreasonably wi thheld, the Az | SA may anmend this
Agreenment pursuant to Section 205 of the FPA
Absent said nutual witten agreenent,
amendnent (s) shall be subject to Section 206 of
the FPA and a finding by FERC that each anendnment

is just and reasonabl e.

Section 10 Federal Power Act Section 206 Filings
Not hing in this Agreenent shall be construed in any
way as affecting the rights of any Party to make a filing

with FERC pursuant to Section 206 of the FPA.

Section 11 Default and Penalties for Non-Perfornmance

11.01 Each of the follow ng events shall be deened to
be an event of default hereunder: failure of the
TP, in a material respect, to conply wth,
observe, or perform any covenant, warranty, or
obligati on under the PM or this Agreenent,

including the obligation to pay anpunts when due

25




11. 02

11. 03

under the provisions of the PM Rate Schedul e 1,
or this Agreenent, and suchsaid failure is not
cured or rectified within thirty (30) days after
the Az | SA serves witten notice thereof to the
Defaulting Party.

Subj ect to the provisions of Sections 15
(I'ndemmification and Limtation of Liability) and
11.03 (Other Renedies), the Defaulting Party
shall be liable to the Az I SA for only direct
danages resulting from an event of default.

Di rect damages deshall not include consequential,
incidental, punitive, exenplary or indirect
damages, lost profits or other business
interruption damages, by statute, in tort or
contract. In addition to its other rights, the
Az | SA shall have the right to set off, against
any and all paynents the Az | SA owes the
Defaulting Party under this or any other
agreenent, any and all paynments the Defaul ting
Party owes the Az I SA, subject to the Defaulting
Party’s right to dispute said set off.

Ot her Renedies: The Parties agree that renedies
at law may be inadequate to protect the interests

of the Parties and that irreparabl e damage

26




wet-dmay occur if any of the provisions of this
Agreenment, or the PM were either not performed
by a Party in accordance with the specific terns
of this Agreement or the PM or were otherw se
breached. Accordingly, the Parties agree that
the Az 1 SA or the TP shall be entitled to seek an
i njunction or injunctions to prevent breaches of
this Agreenment or the PM and to seek specific
performance to enforce specifically the terns and
provi sions thereof in any court of the United
States in Arizona or any Arizona state court
having jurisdiction, this being in addition to
any other renmedy to which the Parties are

entitled at law or in equity.

Section 12 | SA- TP Agreenment Term nation

12.01

12. 02

Subject to the TP's obligations contained in
Sections 14 (W ndi ng-up) and 15 (I ndemification
and Limtation of Liability), the rights and
obligations of all Parties under this Agreenent
shall term nate on the date that this Agreenment
is term nated.

This Agreenent shall term nate under the

foll owi ng circunstances:

27




(a)

(b)

(c)

(d)

Upon the dissolution of the Az | SA
consistent with the terms and conditions of
the Az | SA articles of incorporation, as
amended fromtinme to tinme;

Upon the witten agreenent of all the
Parties;

Upon the withdrawal fromthis Agreenent of

three (3) or nore of the Participating
Utilities having retail |oad greater than
60% of the aggregate retail load in Arizona
served by the Participating Uilities,

provi ded further that the w thdraw ng
Participating Utilities, if FERC

jurisdictional, have joined an operating RTO

and have provided at |east ninety (90) days
prior witten notice of withdrawal to the Az
| SA Board; or

Upon the occurrence of all of the follow ng
circunstances: (i) the ACC nodifies its

El ectric Conpetition Rules, or a court of

conpetent jurisdiction issues a final order

nodi fying the ACC s El ectric

RulesConpetition Rul es, such that said Rul es

no | onger require the Participating

28




Utilities mustto participate in the Az | SA ‘
(ii) all of the Participating Utilities
agree, in witing, to termnate this
Agreenent; and (iii) the Participating
Uilities have provided at | east ninety (90)
days prior witten notice of termnation to

the Az | SA Board.

Section 13 Wt hdrawal of a Transmi ssion Provider from

13.01

the | SA-TP Agreenent
Subject to the TP's obligations contained in
Sections 14 (W nding-Up) and 15 (Indemification
And Limtation OF Liability), the TP nay w t hdraw

fromthis Agreement,—after providing—six

6)-Agreenent after satisfying the foll ow ng

requi renents: (a) The TP shall provide three (3)

months prior witten notice to the Az FSAi++the

FRhasfiledl SA; and (b) the TP, if FERC

jurisdictional, shall (i) file with FERC to join

an operational RTO, provided—however—that—the
FP—shaltand (ii) effect operations and services

under the RTO s agreenents, tariffs and
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procedures on or before the date of w thdrawal

fromthe Az | SA.

Section 14 Wading—UpW ndi ng- Up

14. 01

Survival: Any provision of this Agreenent that
expressly or through inplication conmes into or
remains in force followng termnation of this
Agreenent or withdrawal by a Party shall survive
suchsaid termnation or withdrawal. The
surviving provisions shall include, but shall not
be limted to: (i) those provisions necessary to
permt the orderly conclusion, or continuation
pursuant to another agreenent, of transactions
entered into prior to the term nation of or

wi thdrawal fromthis Agreenent; (ii) those

provi sions necessary to conduct final billing,
col l ection, and accounting with respect to aH-the
matters arising hereunder; and (iii) the
indemification and limtation of liability
provi sions as applicable to clainms arising or

accruing prior to the effective date of the TP s

w t hdrawal or the term nation of Az | SA

operations or dissolution.
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FoNot wi t hst andi ng the provisions of Section 26, to provide

for the orderly satisfaction of all Az | SA
commtnents entered into prior to the effective
date of a term nati onef—er—withdrawal—fromthis
Sopoopeal

{a)y—the termnationof this -Agreenent pursuant

to Section 12 or a withdrawal pursuant to

Section 13, said term nation or w thdrawal

shall be subject to theFRPs—o+

by Chd L "

¢ hd : o . lities.
TP’ s continuing obligation to pay that
portion of the applicabl e Operating—Cost

o g E | o L
Sechedule—1TPOC that could not reasonably be

avoi ded on or after the effective date of thesaid

term nation or wthdrawal —as—applicable~ until

all said costs have been paid, but only to the

extent that said costs are not associated with

i npl enentation of Phase Il activities.

14-0314.02 Term nation Plan: In addition to the

requi renents of Section 14.01, the Az | SA and the

termnating or withdrawing Party(ies) shall have
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14--03Debt

14. 03

an obligation to make a good faith effort to
agree upon a nutually satisfactory term nation or
wi t hdrawal plan. The plan shall provide for an
orderly termnation or withdrawal. To the extent
necessary, the plan shall address the allocation
of any Az | SA costs directly related to the
termnation or the withdrawal by the Party(ies)
term nating or withdrawing fromthis Agreenent.
Repaynment: Notw t hst andi ng any agreenent or
provision to the contrary, (a) upon w thdrawal of

the TP pursuant to Section 13, the TP waives

recovery of all debt ewedrenmi ning due to that TP

fromthe Az | SA including the debtrepaynent

obligation specified in Exhibit 1, and rel eases

the Az I SA from any and all associ ated
obligations and liabilities; and (b) upon

term nation of this Agreenent, the TP waives
recovery of all debts owed to it by the Az | SA,

including all debtrepaynent obligations listed in

Exhibit 1, and rel eases the Az I SA from any and
all associated obligations and H-abitities—

liabilities. The foregoing is wthout prejudice

to the right of the TP to seek recovery of said

debts from a successor RTO
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14. 04 Any wi thdrawal by the TP or the term nation of
this Agreenment shall be subject to applicable
| aws, regulations and orders, and nothing in this
Agreenment shall constitute cause for waiver of
any of the foregoing.

14. 05 The TP reserves the right to seek recovery of any
unpai d bal ances contenplated in Section 14.03

fromcustonmers through rates filed with the FERC

or the ACC or otherw se devel oped consistent with

appl i cabl e | aws.

Section 15 Limtation OF Liability, Indemification And
| nsur ance

1501l ndemi fication: The TP shall indemify, save
harm ess and defend the Az | SA, including each of
its directors, officers, enployees, trustees, and
agents, from and agai nst any and all cl ai ns,
demands, | osses, liabilities, judgnents and
damages (including, without limtation, any
consequential, incidental, direct, indirect,
speci al, exenplary or punitive damages and
econom ¢ costs) and related costs and expenses
(including, without limtation, reasonable

attorneys’ and experts’ fees, and di sbursenents)
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incurred by the Az | SA arisingwhich arises out of

the TP’ s acts or om ssions in the performance of

thi s Agreerent—

15-0215. 01Agreenent, except to the extent said danages were

15. 02

15. 03

the direct result of the Az | SA's intenti onal

m sconduct or gross negligence.

Limtation of Liability: The Az | SA shall not be
i abl e (whet her based on contract,

i ndemmi fication, warranty, tort, strict liability
or otherwise) to the TP for any damages

what soever, including, without [imtation,
direct, indirect, incidental, consequenti al,
punitive, special or exenplary damages resulting

fromany act or om ssion iA—ahRy—way—associated

wi-thby the Az ISA in the performance of this

Agreenent, the | SA-SC-TP Agreenment or the PM

| nsurance: The Az | SA shall make a good faith

effort consistent with comrercially reasonabl e

practices to acquire insurance to indemify the
Az | SA against liability. To the extent it is

successful in acquiring said insurance, the Az

| SA shall file all clainms through its insurance
provi der before seeking indemification under

this Section 15. Notw thstandi ng any ot her
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provi sions of this Agreement, this Agreenent
shall not relieve theany Az | SA’s insurer(s) of

H-ab+Hty—under—anany obligation to the Az | SA
under any insurance policy.

Section 16 Supremacy Cl ause

16. 01

If a conflict arises between the terns of this
Agreenent and the terns of the PM the terns of

the PM shall prevail

16. 02 If a conflict arises between the terms of this
Agreenent and the terns of the |SA-SC-TP
Agreenent, as to the Parties to this Agreenent,
the terms of this Agreenent shall prevail.

Section 17 Assi gnment

17.01 Upon thirty (30) days prior witten notice, the

TP may assign its rights and obligations under
this Agreenent to: (a) any entity(ies) forned
pursuant to a plan of restructuring approved by
FERC and the ACC, to the extent suehsai d approval
is required by law, that results in the transfer
of substantially all of the TP’ s transm ssion
facilities located in Arizona to said entity(ies)

or (b) any entity(ies) in connection with a
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17.02

17. 03

nmer ger, consolidation, reorgani zation or other
change in the organi zational structure of the
assigning TP, provided that the surviving
entity(ies) agree, in witing, to be bound by the
terms of this Agreenent and that to the extent
necessary, the nmerger, consolidation,

reorgani zati on or other change in the

organi zational structure is accepted by the ACC
(to the extent that the TP is subject to ACC
jurisdiction) and FERC.

Upon providing witten notice of FERC acceptance,
to the extent necessary, the Az | SA nay assign
its rights and obligations under this Agreenent
to any successor in interest.

Except as specifically provided above in this
Section 17, this Agreenent may not be assigned or
ot herwi se transferred by any Party w thout the
express witten consent of the Az | SA Board,

whi ch consent shall not be unreasonably w thhel d.
Any person to which said assignnent or transfer
is made shall be required to denonstrate to the
reasonabl e satisfaction of the Az ISA that it is
capable of fulfilling the requirements of this

Agreenment and the PM and suehsai d assignee shall
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pay all Az |ISA costs and expenses, incl uding
reasonabl e attorneys’ fees, in connection with
suehsai d assignment. Unless otherw se expressly
provided in a witten instrument approved by the
Az | SA Board in connection with the consummuati on
of suehsai d assignnment or other transfer, any
assi gnment or other transfer by a Party of its
ri ghts and obligations under this Agreenent shal
be void and shall not release, or in any way
nodi fy, the assigning or transferring Party’s

liability for the performance of its obligations

her eunder .
Section 18 Confidentiality
18-0218. 01 Party Access: Except as otherw se provided

in this Agreenent, the TP shall not have the

ri ght hereunder to receive or review any
docunments, data or other information provided by
anot her Participating Utility to the Az | SA, or
that the Az | SA provides to another Participating
Utility, to the extent such documents, data or
ot her information have been desi gnated as
confidential by such other Party in a witing to

the Az ISA, or in the PM provided however, that
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18. 02

a Party may receive and review any conposite
docunents, data, and other information if the
conposite does not disclose any individual
Party’s confidential data or informtion.

Requi red Di sclosure: Notwi thstandi ng any ot her
provisions in this Section 18, if a Party is
required by applicable law, or in the course of
adm ni strative or judicial proceedings, or
subpoena, to disclose information that is

ot herwi se required to be naintained in confidence
pursuant to this Section 18, that Party may

di scl ose that infornmation; provided however, that
as soon as the Party |learns of the disclosure
requi rement, and prior to making suehsaid

di scl osure, the Party shall pronptly notify the
affected Party or Parties of the disclosure
requi rement and the terns thereof, and the
affected Party or Parties may, at their sole

di scretion and cost, assert any challenge to, or
defense agai nst, the disclosure of the

i nformation consistent with applicable law. Each
Party shall cooperate with the affected Parties
to obtain proprietary or confidential treatnment

of suehsaid information by the person to whom
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18. 03

suchsai d information is disclosed pursuant to
this Section 18 prior to any such disclosure.

| nformation reasonably required by the Az ISAto

performits obligations shall not be refused to

be provided on the ground of confidentiality.

Section 19 Governing Law;, Jurisdiction

19. 01

The interpretation and performance of this
Agreenent shall be in accordance with and shal
be controlled by the laws of the State of Arizona
as though this Agreenent is made and perfornmed
entirely in Arizona. Wth respect to any claim
or controversy arising fromthis Agreenent or
performance hereunder within the subject matter
jurisdiction of the Federal or state courts of
the State of Arizona, the Parties consent to the
exclusive jurisdiction and Arizona venue of said

courts.

Section 20 Headi ngs

The Section headings herein are for

conveni ence and reference only and in no way
define or limt the scope of this Agreenent or in

any way affect its provisions.
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Section 21 No Third Party Rights

Not hing in this Agreenent, express or
inplied, is intended to confer on any person
(other than the Parties hereto) including,
without |limtation, retail custonmers and SGCs, any

rights or renedi es under or by reason of this

Agr eenent .

Section 22 Noti ce

22.01 A formal notice, demand or request provided for
in this Agreenent shall be in witing and shal
be properly served, given or nmade if delivered in
person, or sent by either registered or certified
mai |, postage prepaid, or facsimle or E-mail
followed by a witten original, to the persons
specified in Exhibit 2.

22.02 The designation of any person in Exhibit 2, or

t he address of any such person, nmay be changed at
any time with ten (10) days prior witten notice
to the other Parties given in the manner provided

in this Section 22.

40




Section 23 Not Partners

Not hi ng contained in this Agreenent

shall be construed to make the Parties partners

or parties to a joint venture, or to render any

Party liable for the debts or obligations of any
ot her Party, except as expressly provided for

her ei n.

Section 24 No Dedication of Facilities

" e :

hereunderThe participation of the TP in this Agreenent

shall not constitute the dedication of its transm ssion

system or any portion thereof, to the Az I SA or the

public, except as provided by applicable |aw. The

provi sion of any service under this Agreenent does not

constitute a dedicationeofsale, |ease, rental, transfer or

ot her conveyance of an ownership interest in any facilities

of any kind to the Az I1SA, any of its other

partici pants, stakeholders or the public.

Section 25 Wai ver

Any wai ver at any time of the rights of

any Party as to any default, or failure to
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require strict adherence to any of the terns

herein, on the part of anythe other Partyer

Parties to this Agreenent, er—as—to—-anyether
matters—arising—hereunder— shall not be deened a

wai ver as to any default or other matter that

subsequently occurs in this Agreenent, or any

ot her | SA-TP Agreenent. Said waiver shall not

give rise to any liability on the part of the TP
receiving the waiver, or the Az I SA to any ot her

TP.
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Section 26 Phased | npl enent ati on

The Parties recognize that PM functions and

activities are to be inplemented by the Az | SA

and the other Participating Uilities in two

Phases: Phase | and I1. As of the date of

execution of this Agreenent, the Az | SA Board has

approved the i nmpl enentation, subject to FERC

acceptance, of Phase |I. Therefore, all references

herein to the PMshall initially be limted to

Phase | of the PM The Parties hereby agree to

i npl ement and i nclude Phase Il of the PMin this

Agreenent only after the followi ng conditions are

satisfi ed:

26. 01 The Az | SA Board has approved the inplenmentation
of a business plan governing inplenentation of
Phase 1|l of the PM

26. 02 The Az | SA Board has approved a Phase Il and a

new Phase | funding nechanismthat (a) ensures

that the Az | SA will have sufficient funds to

conti nue operations in accordance with the PM and

this Agreenent; (b) equitably all ocates Phase |

and ||l costs anong all entities serving Arizona

retail |oad pursuant to the PM and each

Participating Uility' s OATT or other tariff; and
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(c) relieves the TP of the obligation set forth

in Section 4.03 of Rate Schedule 1.

Section 27 Counterparts

Thi s Agreenment may be executed in any
nunmber of counterparts, no one of which needs to
be executed by all of the Parties, and this
Agreenent shall be binding upon all the Parties
with the same force and effect as if all the
Parties had signed the same docunent, and each
such signed counterpart shall constitute an

original of this Agreenent.

Section 2728 Effectiveness

Prior to its effectiveness, this

Agreenment requires execution by the
Parties,parties, acceptance for filing by EFERC

(+ethe FERC, to the extent applicable), and with

respect to AEPCO, approval of the Rural Uility

Servi ce—{~RUS™}-, to the extent required.

Section-28
Section 29 Represent ati ons

Each Party represents and warrants to the other

Parties that it has the requisite power and authority to
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execute and deliver this Agreenent, and subject to the
procurenment of applicable regulatory approvals, to carry
out the actions required of it by this Agreenent. The
execution and delivery of this Agreenment, and the actions
it contenpl ates, have been duly and validly authorized by
all required corporate action. This Agreenment has been
duly and validly executed and delivered by each Party and

constitutes a valid and binding agreement of the Party.
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I N WTNESS WHEREOF, each of the Parties hereto have
duly executed this Agreenent in its corporate name as of

the date first witten above.

Arizona | ndependent Schedul ing Adm ni strator Association

By:

Title:

[ TRANSM SSI ON PROVI DER' S NAME]

By:

Title:
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EXH BIT 1

- LOANS BY TP TO AZ | SA -

The follow ng is a sumwrery—-of—thetoan{s)description of the

| oan made by the creditor TP to the Az }LSA-showingl SA,

i ncluding the original |oan anmount.

Loan Descri ption Loan Anpbunt
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EXH BIT 2

-  PARTIES TO RECEI VE NOTI CE —

Az | SA

Nanme:
Phone:
Fax:
Addr ess:

Transm ssi on Provider

Nanme:
Phone:
Fax:
Addr ess:
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EXH BIT 3

- AZ+SA-PROTOCOLS MANUAL —

1L Definiti

ENBD- O POCUMENT-Section Il - Definitions —

- End of Docunent -
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