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SECTION 1

EXECUTIVE SUMMARY

Background

The Retaill Competition Rules adopted by the Arizona Corporation Commission
(Commission or ACC) directed that the Affected Utilities that own or operate
transmission facilities form an Arizona Independent Scheduling Adminigtrator (Az 1SA).
The Rules (R14-2-1609.D) describe five characteristics that the Az 1SA would be
required to possess. These characterigtics or respongbilities are:

Cdculation of Available Transmisson Capacity (ATC) for the Arizona tranamisson
utilities of Affected utilities and other Az ISA participants and devel op and operate a
statewide OASIS

Implement and oversee nondiscriminatory application of operating protocolsto
ensure transmission access

Provide dispute resolution processes to resolve clams of discriminatory trestment in
the reservation, scheduling, use and curtailment of transmission services

Utilize asngle standardized procedure for dl requests (wholesdle, Standard Offer

retall, and competitive retail) for reservation and scheduling the use of the Arizona
transmission fadilities belong to the Affected Utilities and other Az ISA participants

Implement a transmission planning process to assure that future load requirements
will be met.

The Rules (R14-2- 1609E) aso require that the Affected Utilitiesfile an Az ISA implementation
planthat addresses:

Az 1SA governance, incorporation, financing, and staffing

Acquistion of physica fadilities and steff

Schedule for the phased development of the Az 1SA functionality and proposed
trangtion to aregiona Independent System Operator (1SO) or Regiona
Transmisson Organization (RTO)

Contingency plans to ensure that critical functiondity isin place no later than 3
months following the adoption of the Competition Rules

Other significant issues reated to the timely and successful implementation of the Az
ISA.
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Summary of Implementation Plan

Since the ACC adopted the Competition Rules, FERC has issued Order 2000. Under FERC
Order 2000, dl public utilities that own, operate or control interstate transmission facilities and
are not members of an approved |SO must file by October 15, 2000 a plan to participate in an
RTO that will be operationa by December 15, 2001 or explain why it cannot now join an RTO
and itstimeline for future efforts. Itemsthat have been identified for implementation by the Az
ISA include functionaities that may best be deferred until an RTO is operationd. By the latter
part of 2000 the Az 1SA will be able to review plansfiled by the utilitiesfor RTO
implementation and make an informed decison on the need for the Az ISA to undertake certain
functions prior to an RTO providing the function. The trandtion from the I1SA to an RTO will be
dependent on the schedule for completing the development of an RTO such as Desart STAR.
RTO formétion is currently under devel opment in response to the December 20, 1999, FERC
find rule on regiond transmission organizations. Docket No. RM99-2-000 (FERC 2000).
Currently, Desert STAR anticipates filing its FERC tariff in the third quarter of 2000. The Az
ISA Implementation Plan is presented in a staged format to dlow for Az 1SA functions that
could be deferred until an RTO is operationdl.

Thefollowing summarizes each of the required agpects of the Az ISA Implementation Plan
(Plan) in accordance with R14-2-1609. Each dement isdiscussed in detall in Sections 2 and 3 of
the Plan.

Az | SA gover nance, incorporation, financing, and staffing

The Az ISA was incorporated in September 1998 as a non-profit Arizona corporation.
Governance of the Az 1SA was established in its by-laws dated October 29,1998. The by-laws
established the duties and respongbilities of the Az ISA and aso defined membership classes

and participation digibility.

Theinitid financing of the Az ISA has been primarily from loans from transmission owners and
certain Affected Utilitiesincluding Arizona Public Service Company, Tucson Electric Power,
Citizens Utilities, Arizona Electric Power Cooperdtive, and Salt River Project, and to aminor
extent from membership dues. Theinitid capitdization loans, amounting to approximately $1.2
million, will be repaid with interest over atwo-year period after FERC acceptance and
implementation of the Az | SA tariff.

The phased development of Az I1SA isbased on twothree implementation phases identified in the
PM, asfollow:

1. Phase | (Initid) - This phase indudes Alternative Dispute Resolution (ADR) and
Limited Protocol Manud overdght. This oversght function includes OASIS and
Allocated Retail Network Transmisson (ARNT). The transmission providers
(TPs)/Control Area Operators (CAOs) will implement the protocols except where
walvers are Specificaly granted.

! Phase | as defined in PM
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2. Phase 11% (Full Compliance)-Phase - In this phase Az 1SA functionswill indude dl
respongbilities in Competition Rules. In addition to the Initid Phase | function, Az ISA
will: @ be responsble for OASISATC calculations, b) utilize standardize procedure for
transmisson reservation & scheduling and ) implement a statewide transmission
planning process.

3. Phase |l (Expanded Features)-Phase - Although not a part of the Competition Rules,
there are features which can enhance the Az 1SA functiondity. The functionsare ARNT
and Energy Imbaance (EI) trading and ARNT auction settlement.

Only theInitid Phaseis currently planned to become operationd. The Phase |1 Full Compliance
and Expanded Features Phases will be reviewed after the FERC Order 2000 filings to determine
if and when these phases should be implemented.

Staffing requirements and estimated annua cost for the each phase described about are shown in
the following table.

Phase Staffing Annual Cost ($000)"
1. Phase|, Initid 5 757°
2. Phase 11, Full Compliance 18 2,258
3. Phase |1, Expanded Features 2 2,105

Total 25 5,120

1 Includes 10% Budget Contingency
2  Startup, $490K; Administer PM, $267K

In addition, there is a Capitaization repayment-funding requirement of $693K /year for two
years.

Acquisition of Physical Facilities and Saff

Currently the Az 1SA is housed in the offices of Western Area Power Adminigtration (Western).
The Western facilities, located on 43" Avenue in Phoenix, have sufficient space available for the
foreseeable future that can be used by the Az ISA. Therefore, it is not anticipated that the Az
ISA will need additiond space within its anticipated lifespan.

As noted above, the Az 1SA will require additiond gaff to fulfill its functions. 1t is anticipated
that staffing will be acquired through advertissmentsin trade journds and utilizing saffing
specidigs asrequired. One of the mgor difficulties that the Az ISA will face isthe ability to
atract quaified gaff. The utility business, as awhole, isfacing difficulty attracting and
retaining qualified staff. The Az ISA’s ahility to attract staff will be exacerbated because of the
fact that, by design, the entity will ceaseto exig in ardatively short timeframe.

Schedule for Phased Devel opment

The following table ligts the key dementsin the Az ISA development:

Proposed Az I SA Implementation Plan Timeine

2 Phase |1 as defined in PM
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1. Affected Utilities submit Protocols Manud to ACC June 15, 2000
2.  Affected Utilities submit Implementation Plan to ACC June 15, 2000
for review
3.  AzISA draft FERC filing completed and distributed to June 30, 2000
Az I1SA membership for review
4. Az I|SA Boad consders gpprova of FERC Filing August 2117, 2000
5. Az ISA provides ACC with copy of draft FERC Filing Augud 28, 2000
6. ACCOpenMedting Adgust-22-23-2000
7. Az ISA filestaiff with FERC By September 23, 2000
8. AzISA implements FERC gpproved tariff By November 23, 2000

Other Sgnificant Issues

The Az |SA passed a significant milestone with the conditiona acceptanceappreval of the
Protocol Manual by the Board of Directors on April 7, 2000. Other significant milestones fill
must be met including the preparation and filing of a FERC tariff. The membership of the Az
ISA conggts of organizations with abroad spectrum of interests and structures, which makes for
ggnificant debate before consensus can be reached. This has resulted in the inability to meet the
initid schedulesidentified by the Commission in the Retail Electric Competition Rules.

Among the issues that the Az ISA must address before it can successfully move forward with
implementation are:

Funding - R14-2-1609G dates “It isthe intent of the Commission that prudently-
incurred cogs incurred by Affected Utilitiesin the establishment of the Arizona
Independent Scheduling Administrator and subsequently the Independent System
Operator, should be recovered from customers using the transmission system,
including the Affected Utilities wholesale customers, Standard Offer retail

customers, and competitive retail customers on a non-discriminatory basis through
Federd Energy Regulatory Commission-regulated rates” The rules aso indicate that
the Commission may authorize Affected Utilities to recover the Az 1SA costs through
adigtribution surcharge should the FERC not permit recovery of such costs. The Az
ISA board of directorsis currently addressing the cost recovery issues and has not
reached consensus. It should be noted that many of the Az ISA participants are
neither Commission nor FERC regulated. Further, some Affected Utilities purchase
their power requirements a wholesde from out- of- sate suppliers. Although the
Commisson’'s Rulesindicate that it expects transmisson owners to recover costs
associated with the Az 1SA through regulated rates or distribution surcharges, locally-
controlled utilities such as SRP are not rate-regulated by the Commission or FERC.
Cod recovery isaggnificant issuefor Az 1SA.

Saffing — As previoudy noted, the Az 1SA may have difficulty atracting quaified
gaff members. 1t may become necessary to staff the Az 1SA through contract
employees or by utilizing consultants. Thiswill add to the cogts of the Az ISA
operations.
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SECTION 2

IMPLEMENTATION PLAN OVERVIEW

Background

The Az ISA was formed in September 1998 as a non-profit Arizona corporation to support the
provison of comparable, non-discriminatory retall access to the Arizona transmisson sysem to
facilitate a robust and efficient competitive eectric market in Arizona. The Az ISA is intended
to serve as an interim dectric transmisson scheduling adminigrator to facilitate the operation of
Arizona's competitive dectric retall market until the implementation of an RTO tha supercedes
the Az 1ISA. As of April 25, 2000, the Az ISA had 62 members. A membership ligt is included in
the Plan Appendix.

Governance

The Az ISA is governed by a Board of Directors chosen from Az ISA member representatives.

The current Board of Directors roster is included in the Plan Appendix. There are five member
cdases transmisson facilities providers, locd load servicing entities, aggregators, independent
generators and wholesale power marketers, and end-users. The Az ISA Board condsts of eeven
voting members, including two representatives from each member class, plus the Az ISA Acting
Director.  All votes of the Board require a two-thirds mgority, and no busness shdl be
conducted without two-thirds of the Board present.

Alternate Dispute Resolution

The Az ISA By-laws dso provide for three dternative dispute resolution forums, including a
fad-track arbitration that provides a decison within 24 hours, an expedited arbitration that is
completed within two weeks, and, by mutud agreement of the disputing parties, mediation.  For
complicated disputes, the By-laws provide that parties to the dispute may initiate peer review or
a mediation process in accordance with the By-laws or the Director of the Az ISA shdl cause an
arbitration procedure to be initiated unless the parties to the dispute choose to take the dispute
directly to FERC or the courts, whichever is appropriate.

Funding

The Az 1SA issued promissory notes to each utility contributing to the Az ISA dart-up codts.
Totd amount for start-up loans is $1,200,000. Repayment of these start-up loans will begin 60
days after the FERC tariff is approved. Repayment period is 24 months.

Stll to be determined is the tariff Sructure the Az ISA will use to fund repayment of dart-up
loans as well as annua operation and maintenance costs.  The type(s) and amounts will be
included in the draft tariff document scheduled for didribution to the Az ISA membership for
review June 30, 2000.

Operating Protocols
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During the development of the plan for the Az I SA, the stakeholders determined the need for a
st of operationd and adminigrative protocols to govern operations of the Az ISA. The protocols
have been developed through a participatory process open to al stakeholders. The protocols
define the duties to be performed and the procedures to be followed by the Az ISA, control area
operators (CAO), and transmission providers (TP) that become members of the Az ISA, and
scheduling coordinators (SC). It isintended that the protocols will resut in the CAOsand TPs
employment of uniform and non-discriminatory standards and procedures for the use of the
interconnected transmission system in Arizonafor retail eectric service.

The protocols address the following subjects as they affect transmission for retail eectric
competition: total transmission capability determination; retail transmission dlocation; retail
transmisson reservations and OASIS; congestion management; emergency operations, must-run
generation; ancillary services, energy imbaance for retail transmission; scheduling; and after-
the-fact checkout/settlement for retail transmission.

On April 7, 2000, the Az ISA Board of Directors conditionaly acceptedappreved the operationa
and adminigrative protocols that will be used by most entities serving retail load in Arizona

The Az 1SA isnow preparing the FERC and ACC filings requesting authority to implement the
Protocols. A copy of the resolution of the Board of Directors that approved the Protocols
Manud is included in the Appendix.

Next Steps

The Plan accounts for Az I SA functions that may be deferred until an RTO is operationd. RTO
formation is currently under development in response to the December 20, 1999, FERC find rule
on regiond transmisson organizations. Docket No. RM99-2-000.

Under this Order, dl public utilities that own, operate or control interstate transmission facilities
and are not members of an approved SO must file by October 15, 2000 a plan to participate in
an RTO that will be operationa by December 15, 2001, or explain why it cannot now join an
RTO and itstimeline for future efforts. Items that have been identified for implementation by

the Az ISA include functiondities that may best be deferred until an RTO is operationd. By the
latter part of 2000 the Az ISA will be able to review plansfiled by the utilities for RTO
implementation and make an informed decision on the need for the AISA to undertake certain
functions prior to an RTO providing the function.

Thefdlowing table “Az 1SA Action or Document and Equivdent ACC Rule R14-2-1609
Requirement” presents the association between ACC Rule 1609 and the Az ISA documentation
that meets the ACC requirements. Note that implementation of many functions (items 1,2,5,6
and 8) will be consdered by the Board after the public utilities that own, operate or control
intergtate transmission facilities and are not members of an approved 1SO file with the FERC a
plan to participate in an RTO that will be operationa by December 15, 2001. Other future
implementation dates will require Az 1SA Board approva of the FERC tariff filing and a
Monitoring Plan that isincluded in the April 7, 2000 Board resolution.
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Az |SA Action or Document
and Equivalent ACC Rule R14-2-1609 Requirement

e | R14-2 . . Imple
IS 1609 Requirement Az ISA Document or Action Phase
1 D.1 The Az ISA shall calculate Available Operating Protocols Section IV Phase II|
Transmission Capacity (ATC) for Transmission Reservation and OASIS
Arizona transmission facilities that Management Principles
belong to the Affected Ultilities or other
Arizona Independent Scheduling
Administrator participants.
2 D.1 Az ISA shall develop and operate an Operating Protocols Section IV Phase |I|
overarching statewide OASIS Transmission Reservation and OASIS
Management Principles
3 D.2 {The Az ISA shall implement and Az ISA Approval of Operating 2Phase |
oversee the nondiscriminatory Protocols
application of operating protocols to FERC Approval of Az ISA Tariff
ensure statewide consistency for
transmission access.
4 D.3 The Az ISA shall provide dispute Az ISA Bylaws Phase |
resolution processes that enable market
participants to expeditiously resolve
claims of discriminatory treatment in the
reservation, scheduling, use, and
curtailment of transmission services.
5 D.4 :All requests (wholesale, Standard Offer ; Operating Protocols Phase ||
retail and competitive retail) for Oversight only
reservation and scheduling of the use of
Arizona transmission facilities that
belong to the Affected Utilities or other
Az ISA participants shall be made to, or
through, Az ISA using a single,
standardized procedure.
6 D.5 The Az ISA shall implement a Operating Protocols Section Il Phase II|
transmission planning process. Total Transmission Capability
Determination Principles
7 E Implementation Plan 1. Articles of Incorporation %
2. By-laws
3. Governance
4. Protocols
5. Tariff
6. File Tariff
7. Implement Tariff
8 I Under auspices of the Az ISA, the Operating Protocols Section VI Phase |
Affected Utilities and other stakeholders : pust-Run Generation Protocol
shall develop statewide protocols for
pricing and availability of services from
Must-Run Generating Units.
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e | R14-2 . . Imple
|5 1609 Requirement Az ISA Document or Action Phase
9 J The Affected Utilities and other - Az ISA Approval of Operating 2Phase |

stakeholders, under the auspices of the Protocols

Az ISA, shall identify statewide services

to be settled on and developed fair and

reasonable pricing mechanisms to

assure a consistent and fair settlement

process.

Assumptions:

1.Tariff filing approved by the Board prior to August 2,2000
2.FERC filing by September 23,2000

The Planisintended to provide the Az ISA Board of Directors, the Arizona Corporation
Commission (Commission), and other interested parties with information on Az 1SA
organizationd dructures, costs, and implementation timelines that would be required to meet the

intended purpose of the organization.

An Az 1SA work group was formed to develop an Implementation Plan that would mest the
requirements of the Az ISA Board of Directors and the ACC. Thework group developed aplan
that included severd stagesin the development of Az ISA functions. The benefits of this
approach are separation of information on costing and implementation cong derations associated
with each function. The information can be used to evauate the current and future needs of the
Az ISA. Theimplementation Sages arel

1. Phase I (Initid) Phase- This phaseindudes Alternative Dispute Resolution (ADR) and
Limited Protocol Manud oversight. This oversight function includes OASIS and
Allocated Retail Network Transmisson (ARNT). All TPYCAOswill implement the Az

ISA’s protocols, except those specificaly granted waivers.

2. Phase 1* (Full Compliance)-Phase - In this phase, Az ISA functionswill indude dll
respongbilities in Competition Rules. In addition to the Initid Phase | function, Az 1SA
will: &) be respongble for OASISATC cdculations, b) utilizing standardized procedures
for tranamisson resarvation & scheduling and ¢) implementing a satewide transmission
planning process.

3. Phase || (Expanded Features)-Phase - Although not a part of the Competition Rules,
there are features which can enhance the Az 1SA functiondity. Namey ARNT and
Energy Imbalance (El) trading and ARNT auction settlement.

Each phase of implementation is covered individualy in Section 3. Section 3 includes
references to the part of By-laws, Protocols or ACC rule that require the function, and the plan
for implementing the function.

Theformat for the detailed plan is the following:

3 Phase | PM implementation
)

Phase |1 PM implementation
Revision 10RIGINALISSUE 8 08/21/006/8/00




Identification of the phase and task
|dentification of the activities to be undertaken

Identification of the contralling rule or requirement for the activity (i.e. the Protocol
Manud, the By-Laws of the Az ISA, and/or Arizona Corporation Commission Rule

goplicable to Affected Utilities)
Activitiesincduded in the phase
Activities not included in the phase

Implementation Requirements ( Equipment and Resources, Staffing , Capitd,
Operations and Maintenance Expenses, Timeframe for Completion, Timeframe for

Implementation, Contingency Plan
Man Detall and Costs

Proposed Az | SA Implementation Plan Timeline

Utilities submit Protocols Manud to ACC

Utilities submit Implementation Plan to ACC for review
Az I1SA draft FERC filing completed and distributed to Az
ISA membership for review

Az |SA Board consders gpproval of FERC Filing

Az 1SA provides ACC with copy of FERC Filing

wphE

AL O estag
Az 1A files taiff with FERC
AzI1SA implements FERC approved tariff

N O~

June 15, 2000
June 15, 2000
June 30, 2000

August 2117, 2000
August 28, 2000
Agret 2 2 00y

By September 23, 2000
By November 23, 2000
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SECTION 3
IMPLEMENTATION PLAN PHASES

Phase | 1 (Initial), Fask-+ ADR Process
I mplementation Directives
Protocols Manual

Protocols Manua Section | “Introduction”, Paragraph 6.” Disputes’: “ Diputes arising from
the gpplication or implementation of these Protocols shdl be resolved pursuant to the
dispute resolution procedures contained in Section 6 of the Az ISA By-Laws.”

Az 1 SA By-laws

“5.3.9. Implement the dispute resolution procedures provided in Section 6 as
appropriate;”

“5.3.10. Provide oversight and take action, as required, to ensure compliance with the
Protocols Manual and FERC-recognized Standards of Conduct related to transmission
access and operation of the Interconnected Transmisson System; investigate and take
action on complaints related to the application of the Protocols Manual and such Standards
of Conduct and to resolve other issues related to discriminatory treatment in the provision of
transmisson sarvice”

“5.3.11. Makeimmediate decisons, based on the Protocols Manua, with respect to
irregularities discovered during the performance of higher duties described in Section
5.3.10 and with respect to disputes between transmission providers and transmission users’

“6. Az ISA Dispute Resolution Processthat includes. Section 6.1, “Fast-Track ADR”,
Section 6.2., “ Alternative Dispute Resolution Procedures’, and Section 6.3. “Disputes
Involving Government Agencies’.”

ACC Rule R14-2-1609

R14-2-1609D-3. “The Arizona Independent Scheduling Adminigtrator shal provide dispute
resolution processes that enable market participants to expeditioudy resolve clams of
discriminatory trestment in the reservation, scheduling, use, and curtailment of transmisson
services.”

Activitiesincluded in Phase| % (Initid),, ADR Process Fask—%

Executive Director to provide ADR
Limited Protocol Manud oversight

Activitiesnot included in Phase| 2 (Initid),, ADR Process Fask-21

Protocol Manud Oversight
Data collection from Transmisson Providers
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Phase | 1 (Initid),, ADR Process Faski- mplementation Plan

l. Equipment and Resources

ADR and Limited PM Oversight

Executive Director to provide ADR

. Seffing 1. Executive Director
2. Full time adminigrative support
[r. Capital None
V. O and M Expenses Staffing and Other Expenses
$490K
V. Timeframe By November 23,2000

VI.

Implementation

N/A — Seff available

VI

l. Contingency Plan

None

Phase-| 1 (Initid),, ADR Process Faskt- Detail and Costs

ADR and Limited PM Oversight
, Capita OandM . ,
Item Function $1000 $1000/yr Saffing Requirements
1 |ADR 100 1
2 |PM Oversght 100 1
Adminigretive
3 and Infrastructure 218
4 |Legd 72
Total - $490 2
Az |SA Costs
[tem Cost Item $lyr
1 OadM $490,000
2 Capita for 2yr -
Total $490,000
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Phase | 1 (Initial),Fask2 - Administer Interim Protocols Manual

Interim Protocols M anual.

The Interim Protocols Manud (PM) is the set of Protocols as amended and conditiondly

accepted by the Az ISA board on April 7, 2000. The Az ISA Board approved implementation of
the Protocols on an interim basis until a FERC gpproved Regiond Transmission Organization is
established. The Board further gpproved implementation of the Protocols on an interim basis
subject to certain conditions being met. Furthermore, implementation of many of the Az ISA
organizationd respongilities specified in the PM would be contingent on meeting defined retall
transaction levels.

I mplementation Directives
Protocols Manual

Protocols Manua Section | “Introduction”, Paragraph 3 —* During the development of the
plan for the Az ISA, the stakehol ders determined the need for a set of operational and
adminigrative protocols -- the "Protocols Manud™ -- to govern operations of the Az ISA.”

Protocols Manual Section | “Introduction”, Paragraph 3 — “The Protocols Manual, as set
forth herein, defines the duties to be performed and the procedures to be followed by the Az
ISA, CAOs and TPsthat become members of the Az ISA, and SCs.”

Az |SA By-laws

“5.3.3  Deveop with interested representatives of the Member Classes the Protocols
Manua for the gpprova of the Board”

“5.3.10. Provide oversght and take action, as required, to ensure compliance with the
Protocols Manual and FERC-recognized Standards of Conduct related to transmission
access and operation of the Interconnected Transmission System; investigate and take
action on complaints related to the application of the Protocols Manua and such Standards
of Conduct and to resolve other issues related to discriminatory trestment in the provision of
transmisson sarvice”

ACC Rule R14-2-1609

R14-2-1609D-2. “The Arizona Independent Scheduling Adminigtrator shdl implement and
oversee the nondiscriminatory gpplication of operating protocols to ensure statewide
congstency for transmission access. These operating protocols shdl include, but are not
limited to, protocols for determining transmission system transfer capabilities, committed
uses of the transmisson system, available transfer capatiilities, Must- Run Generating Units,
energy scheduling, and energy imbalances.”
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Activitiesincluded in Phase| % (Initid),, Administer Interim Protocols Manua-Fask—2: |

ADR
Adminigter Protocols Manud
Limited monitoring of TPs OASIS and ARNT scheduling functions

Activitiesnot included in Phase| 2 (Initid),, Fask2 Administer PM |

State wide OASIS

State wide scheduling

State wide planning

ARNT auction and trading

Energy Imbaance trading and settlement

Phase-11 (Initid),, Fask-2-Administer PM_ - Implementation Requirements

l. Equipment and Resources Persond computers, and office supplies

Il. Saffing . 2 Daatechnicians

1
2. Enginer

I"I. Capita 1. 3 PCworkstations
2. Officefurniture
Total $15K

IV. OandM Expenses 1. Safing
2. Other Expenses
Total $259

V. Timeframe By November 23,2000

VI.  Implementation St in place by October 23, 2000

VIl.  Contingency Plan No staff in place by October 23, 2000
1. TPsto providedatato Az I1SA asneeded for ADR
and oversght
2. Director avalableto perform ADR and limited
oversght
3. Continueto recruit: (i) engineer, (ii) andyds (part
time office manager onboard)
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Phase | £ (Initid),, Fask-2-Adminiser PM - Plan Detail and Costs

April 7 PM w/o Planning/Scheduling or ARNT/EI Additions
Item Function Capita OandM Saffing Requirements
$1000 $1000/yr ng =&
ATC/OASIS 56
2 Administer PM 15 112 2
Adminigrative and
3 Infrastructure 19
4 Legd 72
Total Task 2 15 $259 3.0
Az ISA Costs
Cost Item Slyr
Oand M 259,000
Capitd for 2yr 8,223
Total $267,223
Revision 10RIGHNALISSUE 14 08/21/006/8/00




Phase |12 (Full Compliance), Fask-1- OAS Sand ATC Calculation

I mplementation Directives
Protocols Manual

Protocols Manua Section 4 “ Transmission Reservations and OASIS Management
Principles’ addresses the gpproach the Az ISA will utilize to implement a statewide OASIS.
Prior to the Az ISA’simplementation of a statewide OASIS, OASIS management for
RNITS will continue to be performed by the TPs, with Az ISA oversght. After the Az ISA
has implemented the statewide OASIS, the Az 1SA will administer this Sngle Satewide
OASISfor reservations for both RNITS and wholesde transmission service provided
pursuant to the TP s OATT until such time asaRTO takes over such function.

Protocols Manua Section 4 “Transmisson Resarvations and OASIS Management
Principles’ addresses the process the Az 1SA will utilize to monitor and caculate ATC.

Paragraph 4.3 Az 1SA will monitor release of ATC on each TP sOASIS.
Paragraph 4.4: Az ISA will begin to develop sysemsto dlow it to calculate and update
ATC.

Az 1 SA By-laws

“56.34  CdculaeATC.

535 Monitor the OASIS with the ultimate objective of developing and operating one
state-wide OASIS on which (i) dl ATC is posted, (ii) dl transmisson reservetion requests
are received, and (iii) ancillary services and secondary transmission are posted.

5.3.7. Update ATC after receipt of accepted transmisson reservations and confirmed
energy schedules.

5.3.8 Monitor releases of ATC to ensure compliance with the Protocols Manual.”
ACC Rule R14-2-1609

R14-2-1609D-1: “The Arizona Independent Scheduling Adminigtrator sdl cdculate
Avallable Transmisson Capacity (ATC) for Arizonatransmission facilities thet belong to
the Affected Utilities or other Arizona Independent Scheduling Administrator participants
and shal develop and operate an overarching statewide OASIS.”

Activitiesincluded in Phase |12 (Full Compliance),Fask-t OASIS and ATC Cdlculation

Az |SA developed OASIS and Website
Staff to operate and maintain OASIS
Staff to monitor ATC

Activitiesnot included in Phase| |2 (Full Compliance), Fask-1 OASIS and ATC Caculation

N/A
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Phase |12 (Full Compliance), Fask- - OASIS and ATC Calculation |mplementation Requirements |

|.  Equipment and Resources 1. 2 PCworkgtations
2. Officefurniture
3. High speed data communication link
4. Adapt existing OAS S ste

1. Staffing 2 engineers
I1l. Capita 1. 2 PC workstations
2. Officefurniture
Total $15K
V. Oand M Expenses 1 Staffing $200K
2. OASISste $10K
Tota $210
V. Timerame Post October 15, 2000
VI. Implementation 1. AzISA Technicd workgroup will determine technicdl

requirements of Az ISA OASIS site

2. AzI|SA Technica workgroup to determine data, software and
hardware needed for Az 1SA to compute ATC,CUand TTC

3. Pogt October 15, 2000 specifics will determine timetable for
gaffing, equipment and facilities requirements.

4. Recruit gaff

VII. Contingency Plan TPsto provide datato Az ISA as needed
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Phase |12 (Full Compliance),Fask-1 Detail and Costs

OASISand ATC Calculation
. Capita OandM . :
[tem Function $1000 $1000/yr Saffing Requirements
1 | ATC/OASIS 15 210 2
2 | Adminiger PM
Total 15 210 2
Az |1SA Costs
Cost Item $yr
Oand M 210,000
Capitd for 2yr 8,223
Total $218,223
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Phase |12 (Full Compliance),Fask-2 - State Wide Standar dized Scheduling Procedure
(including Wholesale)

I mplementation Directives
Protocols Manual

Protocols Manua Section VI “ Scheduling Protocol” defines the processes and requirements
for scheduling energy over specific transmisson path(s) for Retail Network Load.

Az |SA By-laws

“5.3.6. Recaive transmisson reservation requests and energy schedules concurrently with
receipt by Member control area operators and transmission owners’

ACC Rule R14-2-1609

R14-2-1606D-4. “All requests (wholesde, Standard Offer retail, and competitive retail) for
reservation and scheduling of the use of Arizona transmisson facilities that belong to the
Affected Utilities or other Arizona Independent Scheduling Administrator participants shdl
be made to, or through, the Arizona Independent Scheduling Adminigtrator using asingle,
standardized procedure.”

Phase |12 (Full Compliance),Fask-2 - State Wide Standardized Scheduling Procedure (including
Wholesde) Implementation Plan

l. Equipment and Resources 2 Scheduling consoles

4 PC workstations

. Saffing 2 — 7x24 Scheduling Desks 10 — Schedulers
Supervisor
lIl.  Capita Scheduling Software $500k

1.

2.

1.

2. 3 Preschedulers
3

1

2

Network Software, Interface to TPs, Voice recorder,
Computer hardware and PCs -- $200k

IV.  OandM Expenses 1. Peyroll $1,400k
2.  Technica support services $45k

V. Timeframe Post October 15, 2000

VI. Implementation Hire personnd, procure hardware and software by September
1, 2000

VII.  Contingency Plan Usng staff identified under “Monitoring PM”: TPsto copy

schedulesto Az I SA asrequested
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Phase |12 (Full Compliance),Fask-2 - Plan Detail and Costs |

State Wide Standardized Scheduling Procedure (including Wholesle)State wide- Scheduling |
. Capitd OandM . :
ltem Function $1000 $1000/yT Saffing Requirements
1 State wide scheduling 700 1,445 14
Total 700 1,445 14
Az ISA Costs
Cost Item Hyr
OandM 1,445,000
Capitd for 2yr 383,752
Total $1,828,752
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Phase |12 (Full Compliance),Fask-3 - State Wide Transmisson Planning

I mplementation Directives
Protocols Manual

Protocols Manua Section 111 “Total Transmisson Capability (TTC) Determination
Principles’ identifies transmisson planning/operations aress that the Az 1SA will participate
subject to the Az |SA Board' s direction.

“2. Subject to the Board' s Direction, the Az ISA Executive Director shdl:

21 Participate in the determination of TTC and Committed uses within the
I nterconnected Transmission System and revisions thereto.

2.2 Cause the Az | SA to become an affiliate member of the WSCC.

2.3 Participate in SWRTA-sponsored regiond coordinated transmisson planning
efforts.

24 Attend, as needed, WSCC Operationa Transfer Capability Study Group
(OTCSG) mestings for discussion of seasond ratings on qualified paths within the AZ-NM
sub-region of the WSCC.

25 As Operating Committee chair, preside over efforts to achieve consistent
goplication of Committed Use determinations within the Interconnected Transmisson
System.

2.6 Participate in Arizonajoint-utility operating and planning study effortsfor TTC.

2.7 Participate in the coordination of transmission maintenance schedules among
TPs”
Az |SA By-laws

“5.3.2  Paticipatein (i) operating studies used to determine TTC, (ii) coordination of
transmission maintenance schedules, (iii) Member control area operators and transmission
owners determination of TTC, and (iv) determination of committed uses on the

| nterconnected Transmisson System”

ACC Rule R14-2-1609

R14-2-1609D-5 *“The Arizona Independent Scheduling Adminigtrator shal implement a
tranamission planning process that includes dl Arizona Independent Scheduling
Adminigtrator participants and aids in identifying the timing and key characteridtics of
required reinforcements to Arizona transmisson facilities to assure that the future load
requirements of dl participants will be met”
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Phase | |2 (Full Compliance),Fask-3 - State Wide Transmisson Planning | mplementation Plan

Equipment and Resources

2 High-end PC workstations

. Saffing 2 — Planning enginears
3. Ceapita Workstations and office equipment
Tota 20K
4. Oand M Expenses Payroll  $200K
5.  Timeframe Post October 15, 2000
6. Implementaion Plan Hire experienced personnel, procure hardware and software.
7. Contingency Plan Participate in SWRTA, WSCC and Arizona operating and

planning studies. Continue to recruit for planning engineers.
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Phase | |2 (Full Compliance),Fask-3 — State Wide Transmission Planning Plan Detail and

Costs
State Wide Transmission Planning
. Capitd Oand M . .
Item Function $1000 $1000/yr Staffing Requirements
1 State wide planning 20 200
Total 20 200 2
Az |SA Costs
Cost Item Slyr
OandM 200,000
Capitd for 2yr 10,964
Total $210,964
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Phase | |3 (Expanded Featur es),Fask-1 - Additional PM Requirements-- Allocated Retail
Network Transmission Protocol (ARNT) and Energy Imbalance (El) Trading, Auction and
Settlements

I mplementation Directives

Protocols Manual

Protocols Manud Section V “Allocated Retail Network Transmisson Protocol” identifies
ARNT auction and trading mechanisms.

Protocols Manud Section I1X “Energy Imbaance Protocol” identifies El trading and

stlement mechanisms

Phase | | 3 (Expanded Festures),Fask-1 --Implementation Plan
Allocated Retail Network Transmission Protocol (ARNT) and Energy Imbaance (El) Trading,

Auction and Settlements

Equipment and Resources

2 PC workstations

. Saffing 2 — Accounting Technicians
[I. Capital Workstations and office equipment
Trading and settlement software
Total 1,020K
V. O and M Expenses Payroll 100K
V. Timeframe Board approva of business plan prior to June 30,2001 and
competitive retall load levels reach 500 MW
VI. Implementation Plan Hire experienced personndl, procure hardware and software.
VII.  Contingency Plan None
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Phase | | 3 (Expanded Festures),Fask-1 - Plan Details and Costs
Allocated Retall Network Transmission Protocol (ARNT) and Energy Imbdance (El) Trading,
Auction and Settlements

Allocated Retall Network Transmission Protocol (ARNT) and Energy Imbaance (El)
Trading, Auction and Settlements Additional-Regquirements--ARNTand-El
. Capital Oand M . .
ltem Function $1000 $1000/yr Staffing Requirements
1 | ARNT andEl 10 2,100 2
Total 10 2,100 2
Az |SA Costs
Cost Item $yr
OandM 2,100,000
Capita for 2yr 5,482
Total $2,105,482
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SUMMARY of REVISIONS

Revision 1 8/21/00

1 Updated Phase| (Initial) ADR Process and Administer PM cost tables to track 2001 budget
esimates in Detalled Implementation Plan:
a. Full time Office Manager
b. Lega Costs
c. Add 10% for budget contingencies
Revised summary costsin Executive Summary  to reflect #1
Revisad Plan’ s phase implementation naming convention to correspond with PM.
Added Summary of Revisons section

A WN
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APPENDICES

Appendix A - Az ISA Membership Ligt
Appendix B - Board of Directors
Appendix C - April 7, 2000 Resolution
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Arizona Independent Scheduling Administrator Association (Az ISA)
Membership List

Transmission Facilities Providers

APPENDIX A

Class Chair — Mike Raezer, TEP

Member Representative Alternate
Arizona Electric Power Cooperative Larry D. Huff Patricia Cooper
(AEPCO)
Arizona Public Service Company (APS) | Cary Deise Robert Smith

Electrical District #3 of Pinal County

Grant R. Ward

Dennis L. Delaney

Graham County Electric Cooperative Nelson Peck Larry D. Huff
Tucson Electric Power Company (TEP) | Michael Raezer Ed Beck
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Arizona Independent Scheduling Administrator Association (Az ISA)
Membership List

Local Load Serving Entities

Class Chair — Resal Craven, Citizens Utilities

Member

Representative

Alternate

Aguila Irrigation District

Henry A. Brubaker

Dennis L. Delaney

Ak-Chin Indian Community

Leonard S. Gold

Dennis L. Delaney

Buckeye Water Conservation &
Drainage District

Jackie Meck

Dennis L. Delaney

Chandler Heights Citrus Irrigation
District

Dan Kleinman

Dennis L. Delaney

Citizens Utilities Company

Resal A. Craven

Tyge Legier

City of Mesa

John Branch

Jerry Brouwer

City of Safford/Gila Resources

Kenneth Mecham

Dennis L. Delaney

City of Williams

Dennis Dalbeck

Michael Margrave

Duncan Valley Electric Cooperative

Jack Shilling

Patricia Cooper

Electrical District #7 of Maricopa County

R. D. Justice

Dennis L. Delaney

Electrical District #8 of Maricopa County

James Downing

Dennis L. Delaney
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Arizona Independent Scheduling Administrator Association (Az ISA)

Membership List

Member

Representative

Alternate

Electrical District #1 of Pinal County

Grant R. Ward

Dennis L. Delaney

Electrical District #2 of Pinal County

Thomas S. Martin

Andrew McBride

Electrical District #4 of Pinal County

Ron McEachern

Dennis L. Delaney

Electrical District #5 of Pinal County

William D. Woehlecke

Dennis L. Delaney

Electrical District #6 of Pinal County

Henry C. Douglas

Dennis L. Delaney

Harquahala Valley Power District

Jeffrey J. Woner

Dennis L. Delaney

HoHoKam Irrigation & Drainage District | Jack Long

Thomas S. Martin

Maricopa Water District

James R. Sweeney

Dennis L. Delaney

McMullen Valley Water Conservation &

Drainage District

James D. Downing

Dennis L. Delaney

Navajo Tribal Utility Authority

Bear

Randall N. Medicine

Walter F. Wolf, Jr.

Ocotillo Water Conservation District

Jackson Bogle

Dennis L. Delaney

Page Electric Utility

William Kent Romney

Rolland McHaney
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Arizona Independent Scheduling Administrator Association (Az ISA)

Membership List

Member

Representative

Alternate

Roosevelt Irrigation District

Stanley H. Ashby

Dennis L. Delaney

Salt River Project

Robert E. Kondziolka

Jessica J. Youle

San Tan Irrigation District

Ardith Viste

Dennis L. Delaney

Sulphur Springs Valley Electric Coop.

Creden W. Huber/
Anselmo Torres

Patricia Cooper

Tonopah Irrigation District

Elizabeth Story

Dennis L. Delaney

Town of Thatcher

Terry Hinton

Dennis L. Delaney

Town of Wickenburg

Tom Candelaria

Dennis L. Delaney

Trico Electric Cooperative Charles N. Emerson Ron Brown
Wellton-Mohawk Irrigation & Drainage Cory Prochaska C. L. Gould
District
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Arizona Independent Scheduling Administrator Association (Az ISA)
Membership List

Aggregators

Class Chair — Patricia (Trish) Gambino

Member

Representative

Alternate

Arizona Public Service Energy Services

Bob Anderson

Barbara Klemstine

Avra Valley Irrigation & Drainage District | John Kai, Jr. Michael A. Curtis
Cortaro-Marana Irrigation District Robert Condit Michael A. Curtis
Eastern Competitive Solutions Leroy Michael Michael A. Curtis

Enron Energy Services

Tom Delaney

Marcie A. Milner

Mohave Electric Cooperative, Inc.

Leroy Michael

Navopache Electric Cooperative, Inc.

Leroy Michael

New Energy Ventures Southwest

Phil Harper

Tracey Fitchitt

Revision 10RIGINALISSUE

31

08/21/006/8/00




Arizona Independent Scheduling Administrator Association (Az ISA)

Membership List

Independent Generators & Wholesale Power Marketers

Class Chair — Vann E. Prater, Dynegy

Member

Representative

Alternate

Arizona Power Authority

Donald J. Esgar

James P. Bartlett

California Power Exchange, Corp.

Martin B. Ochotorena

Kenneth A. Fiscella

Cdpine

Ralph Hollenbacher

Richard Zahner

Constellation Power Source, Inc.

Bruce McAllister

Jason Cox

Dynegy, Inc.

Vann E. Prater

Barry N. P. Huddleston

Enron Energy Services

Tom Delaney

Marcie A. Milner

Griffith Energy

Dana L. Diller

Jay |. Moyes

Pinnacle West Energy Corporation

David Rumolo

Justin Thompson

Reliant Energy Wholesale Group

John Orr

John Simpson

Southern Company Energy Marketing

Richard Menar

Bobby Campo
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Arizona Independent Scheduling Administrator Association (Az ISA)

End Users

Membership List

Class Chair — Andrew Gregorich, BHP Copper

Member

Representative

Alternate

Agri-Business Council of AZ

David C. Iwanski

Joseph F. Abate

Arizonans for Electric Choice &
Competition

Kevin Higgins

Central Arizona Water Conservation John D. Newman Tom Delgado
District
Honeywell David M. Mills Kevin Higgins

Irrigation & Electrical Districts
Association

Robert S. Lynch

R. Gale Pearce

ON Semiconductor

Dave Madden

Phelps Dodge Corporation

Tim Summers

Choi Lee

Residential Utility Consumers Office

Lindy Funkhouser

Brian Townsend
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Arizona Independent Scheduling Administrator Association (Az ISA)
Membership List

Ex officio Class

Member Representative Alternate

Arizona Corporation Commission Ray T. Williamson Asher D. Emerson
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APPENDIX B

Arizona Independent Scheduling Administrator Association (Az ISA)

Board of Directors
April 2000

Transmission Facilities Providers Class

Larry Huff, Arizona Electric Power Cooperative (2 years)
Cary Deise, Arizona Public Service Company (1 year)

Local Load Serving Entities Class

Dennis Delaney, K. R. Saline & Associates (consultant) (2 years)
Rob Kondziolka, Salt River Project (1 year)

Aggregators Class

(Vacant) (1 year)
Leroy Michael, consultant (2 years)

Independent Generators and Wholesale Power Marketers Class

Vann E. Prater, Dynegy (1 year)
Vacant (2 years)

End-Use Customers Class

Kevin Higgins, Energy Strategies, Inc. (consultant) (2 years)
Lindy Funkhouser, Residential Utility Consumers Office (1 year)

Acting Executive Director

Patrick J Sanderson, Arizona ISA
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APPENDIX C

APRIL 7, 2000 AISA Resolution
AS AMENDED AND APPROVED BY THE AISA BOARD ON APRIL 7, 2000.

The AISA Board recognizes that the functions preformed by the AISA are on an interim basis until a
FERC approved Regional Transmission Organization is established. Therefore, the Board conditionally
accepts the AISA Protocols as presented April 7, 2000. The Board further approves implementation of the
Protocols on an interim basis subject to the following conditions:

1)

2)

3)

4)

The FERC regulated transmission owners (APS and TEP) will file the Protocols with FERC with
notice of this Board’s conditional approval in substitution for the draft AISA protocols which they had
previously filed;

AISA will recognize SRP’s substitution of the applicable portion of its Board approved protocols for
the ARNT (except as set forth in (4) below), Must Run and Energy Imbalance Protocols. For those
protocols other than ARNT, Must Run and Energy Imbalance SRP will recommend to the SRP Board
to adopt the AISA protocols as soon as practicable and will fully implement the AISA Protocols when
50% of the direct retail access load in Section 4.3.4.1 (5) of AISA Protocol No. V is achieved For the
ARNT, Must Run and Energy Imbalance Protocols SRP will recommend to the SRP Board to adopt
the AISA Protocols when both of the following occur: a) direct access load in the SRP distribution
territory reaches 200 MW and b) statewide retail access reaches 500 MW.

By means of an appropriate instrument submitted with their regulatory authority and the AISA, the
AISA transmission owners (APS, TEP, AEPCO and SRP) agree that solely for the limited purpose of
furthering the interim AISA functions, each shall instruct its Scheduling Coordinator (for standard offer
service) to exchange part of its standard offer ARNT as set forth in Paragraph 4 below,
(approximately 500 MW for the State) to competitive Scheduling Coordinators serving load within the
transmission owner’'s service area until such time as the AISA implements an ARNT auction and
trading mechanism. Any AISA ARNT auction and trading or Energy Imbalance trading will not be
implemented by the Board until competitive direct access load in Arizona exceeds 500 MW and the
condition in Paragraph 7 below is met. Therefore, with regard to Protocol V and Protocol IX,
implementation approval is granted at this time only for Section 4 of Protocol No. V (ARNT) as
revised below, Section 3.6.1 of Protocol No. IX (Energy Imbalance), and such other sections of
Protocol Nos. V and IX as may be necessary to implement these sections, respectively;

The following changes shall be and hereby are made to the ARNT protocol:
a) Section 4.3.4.1 is deleted in its entirety and replaced with the following:

“4.3.4.1 As an addendum to the procedure specified in Section 4.3.3, until any ARNT auction is
approved and implemented, each TP’s Standard Offer SC shall exchange up to an amount of
MW (set forth by the individual TP below) of ARNT from the Standard Offer SC to Competitive
SCs for service to retail load within the transmission owner’s service territory, at the request of the
Competitive SCs, in return for a Competitive SC’s exchange to Standard Offer SC of an equal
amount of ARNT on other ARNT paths to the same Load Zone.

1) For Arizona Public Service Company (APS): The amount shall equal 200 MW from Palo
Verde to the APS Load Zones.

2 For Tucson Electric Power Company (TEP): The amount shall equal 80 MW from Four
Corners to the TEP Load Zone.

(©)] For Arizona Electric Power operative, Inc. (AEPCO): The amount shall equal 4 MW
from Westwing to Vail to service Retail Network Load in the Southeastern Arizona Load
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5)

6)

7)

8)

9

10)

Zone and 5 MW at Westwing for deliveries to the Western Area Power Administration to
service Retail Network Load in the Mohave Electric Cooperative Load Zone.

4 For Citizens Utilities Company (Citizens Utilities): This Section 4.3.4.1 shall not apply to
Citizens Utilities because there is only one ARNT path to each relevant Citizens Utilities’
Retail Network Load Zone.

(5) For Salt River Project Agricultural Improvement and Power District (SRP): The amount
shall equal 200 MW from Palo Verde to the SRP Load Zone.”

b) In Section 4.3.4.2, the commitment dates of “September 1, 2000” and “December 31, 2000” shall
be changed respectively to “September 1, 2001” and “December 31, 2001";

The Protocols shall not be used to establish a precedent for transmission service to wholesale
customers or for transmission service to be developed under Desert STAR and FERC regulated
transmission owners shall include such statement and their agreement to it in any filing made with
FERC seeking approval of implementation of the Protocols conditionally approved herein;

An AISA Monitoring Plan shall be developed and presented to the Board for approval prior to
September 1, 2000;

The AISA shall develop a Business Plan for consideration and approval by this Board prior to June
30, 2001, covering all aspects of AISA activities after that date including any ARNT auction or energy
imbalance trading mechanism;

For energy imbalance penalties the dead band will be + or — 10%; outside the dead band the penalty
will be 10% of the cost. The matrix in the protocols will be deleted.

The FERC Filing Package to be presented to this Board for its consideration and approval prior to
filing shall be consistent with this resolution. The AISA staff shall simultaneously present to the Board
a detailed plan indicating how the AISA will perform the obligations it represents it will perform upon
approval of its filing;

Change Section 4.8 of the March 2000 draft Protocols Part VIII, Must Run to read: Recovery of Must-
Run Generation Fixed Costs occurs as part of the retail end-use customers' service charge regulated
by the ACC. Must-Run Generation Fixed Costs are the Fixed Costs associated with specific Must-
Run Generation units. Must-Run Generation Fixed Costs will be limited to the percentage of each
Must-Run Generation unit's annual usage that is attributable to providing Must-Run Generation
service.
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