UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Arizona Public Service ) Docket No. ER14-2430
Company )
COMMENTS OF THE

CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION

The California Independent System Operator Corporation (“CAISQ”) files
comments in support of Arizona Public Service Company’s (“APS”) filing of three
unexecuted Non-Conforming Large Generator Interconnection Agreements with
Hyder Solar 1, LLC, Hyder Solar 2, LLC and Hyder Solar 3, LLC (collectively
“Hyder”).! The CAISO, APS, Imperial Irrigation District (“ID”), and San Diego
Gas & Electric Corporation (“SDG&E”), are all counterparties to the three Hyder
interconnection agreements (“Hyder LGIAs”).?

APS filed the three Hyder interconnection agreements unexecuted
because of a disagreement regarding a provision that requires the Hyder projects
to enter and be studied in the CAISO’s interconnection queue in order for the
agreements to be effective as to the CAISO and SDG&E. The CAISO and
SDG&E insisted on the inclusion of this provision because the point of
interconnection for all three Hyder projects is a transmission facility that is jointly
owned by SDG&E, APS, and IID, with SDG&E’s ownership interest having been

placed under the CAISO’s operational control. Because the CAISO operates

! The three Hyder LLC entities were originally owned by U.S. Solar Holdings but were

purchased in 2012 by NRG Renew LLC (“NRG”). NRG is the current owner of the Hyder entities.
2 APS originally filed the three Hyder LGIAs on July 14, 2014. Due to an error with the
effective date indicated on the cover pages, APS re-filed the LGIAs on July 31, 2014.



SDG&E’s majority ownership interest in the jointly owned facility, and because
that facility is located within the CAISO’s balancing authority area, the Hyder
projects will need to receive interconnection service from the CAISO in order to
interconnect their generating facilities to the HNG Line. Under Commission
policy, in order to receive interconnection service a customer must submit an
interconnection request to the interconnection service providers and successfully
complete the providers’ study procedures. Therefore, it is appropriate that the
three Hyder interconnection agreements each contain a provision that requires
the project to enter and be studied in the CAISO’s interconnection queue, as a
condition of receiving interconnection service from the CAISO. None of the
parties to the Hyder LGIAs except for the projects’ sponsor dispute that the
Hyder projects must enter and be studied in the CAISO’s interconnection queue.
In its request to APS to file the Hyder agreements unexecuted, NRG, the
current owner of the Hyder projects, claims there is a dispute between APS and
CAISO regarding which interconnection queue the Hyder projects must enter,
and that the CAISO has only recently insisted the Hyder projects be studied in
the CAISO’s queue. NRG alleges that doing so would unfairly require that the
Hyder projects “start over again” and “go through two separate full
interconnection processes.” These assertions have no factual basis. First, the
CAISO has, throughout the development of the Hyder projects, consistently
made clear to the project owners that generator interconnections to the HNG

Line require the submission of an interconnection request to the CAISO.

A copy of NRG'’s letter to APS is included with this filing as Attachment C.



Second, APS has never objected to the CAISO'’s position. APS filed the Hyder
LGIAs with the provision that requires the Hyder projects to comply with the
CAISO'’s interconnection procedures and is also a party to a similar five-party
interconnection agreement for another generating facility that was studied in
both the APS and the CAISO queues. Third, requiring the Hyder projects to
enter the CAISQO’s queue is not tantamount to subjecting them to two entirely
separate interconnection processes because the CAISO is not proposing to
duplicate the APS studies and would study the projects only for the purpose of
identifying upgrades necessary for the non-jointly owned portions of the CAISO
controlled grid. Also, the five-party LGIAs eliminate the need for NRG to
negotiate multiple agreements and streamline the relationship between the
interconnection customer and the owners and operators of the HNG Line.

Finally, any claim of surprise or unfair delay by NRG as to having to
participate in the CAISQO’s interconnection queue is belied by the fact that
interconnection requests for the Hyder projects were submitted in the CAISO’s
interconnection queue on two previous occassions, and on both occasions the
project owner decided, in its sole discretion, to withdraw the requests.

In the event the Commission determines that the projects should not be
required to enter the CAISO’s queue, then the Commission should dismiss the
five-party interconnection agreements and direct APS to develop and file
interconnection agreements removing the CAISO and SDG&E as parties. Under
these circumstances, the Hyder generators would be treated as resources

external to the CAISO balancing authority area, and the CAISO and SDG&E



would be considered “affected systems.” Because the interconnection of the
Hyder projects has significant reliability implications for the CAISO Controlled
Grid, as demonstrated by the phase | study report completed before the projects
withdrew from the CAISO queue, the CAISO will need to study the impacts of the
interconnections, and the projects sponsor will be required to mitigate any
reliability impacts to the non-jointly owned portions of the CAISO controlled grid
before the projects can safely commence service.
. Background

On December 31, 2008, Hyder Solar 1, LLC., Hyder Solar 2, LLC., and
Hyder Solar 3, LLC submitted individual requests to APS to interconnect three
solar photovoltaic generating facilities to the Hassayampa — North Gila #1 500kV
transmission line (“HNG Line”), which is a part of the “Arizona Transmission
System.” The Arizona Transmission System is owned, in varying percentages,
by APS, IID and SDG&E, with SDG&E having the majority ownership interest in
the HNG Line.® Under the terms of the Arizona Transmission System
Participation Agreement, the entire Arizona Transmission System is located
within the CAISO’s Balancing Authority Area. APS acts as the “operating agent”

for the portion of the system to which the Hyder projects propose to interconnect,

4 Each of these interconnection requests was submitted by a separate limited liability

corporation, Hyder Solar 1, LLC for 99 MW, Hyder Solar 2, LLC for 99 MW, and Hyder Solar 3,
LLC for 40 MW.

° The Hassayampa-North Gila line is owned in the following proportions as set forth in the
CAISO’s Transmission Control Agreement: SDG&E: 76 percent; IID: 13 percent; APS: 11
percent.



while SDG&E is the “scheduling agent” for the same.® SDG&E has turned over
operational control of its ownership rights in the Arizona Transmission System to
the CAISO. Accordingly, this portion of the Arizona Transmission System,
including the HNG Line, is part of the CAISO controlled grid, as that term is
defined in the CAISO tariff.”

As the Balancing Authority for the HNG Line, the CAISO is, per NERC
definitions, responsible for such functions as integrating resource plans,
maintaining load-interchange-generation balance, and supporting interconnection
frequency in real time for the HNG Line and any interconnected generators.® In
addition, by assuming operational control over SDG&E’s ownership rights, the
CAISO exercises Planning Authority functions over the Arizona Transmission
System including the HNG Line. This means that the CAISO is responsible for
coordinating and integrating transmission facility service plans, resource plans

and protection systems for these facilities.’

6 These roles are defined in the Arizona Transmission System Participation Agreement,

which is included with this filing as Attachment B.

! See CAISO Tariff, Appendix A. “CAISO Controlled Grid” is defined as “[t]he system of
transmission lines and associated facilities of the Participating TOs that have been placed under
the CAISO’s Operational Control.”

8 See Glossary of Terms Used in NERC Reliability Standards, definition of “Balancing
Authority,” available at

http://www.nerc.com/pa/Stand/Glossary%200f%20Terms/Glossary of Terms.pdf.

° See Glossary of Terms Used in NERC Reliability Standards, definition of “Planning

Authority,” available at
http://www.nerc.com/pa/Stand/Glossary%200f%20Terms/Glossary_of Terms.pdf. A diagram of
the relevant portion of the Arizona Transmission System, including the HNG Line and the
proposed point of interconnection of the Hyder projects, is included in Appendix C of each of the
Hyder LGIAs.


http://www.nerc.com/pa/Stand/Glossary%20of%20Terms/Glossary_of_Terms.pdf

In the case of new generators seeking to interconnect to the CAISO
controlled grid, the CAISO tariff, consistent with Commission policy, requires the
generator to submit an interconnection request to the CAISO and be studied
pursuant to the CAISO’s interconnection procedures.’® The CAISO has
consistently taken the position that, due to its operational control over SDG&E’s
ownership rights on the HNG Line, the fact that SDG&E’s majority ownership
rights are part of the CAISO controlled grid, its balancing authority and planning
responsibilities with respect to that facility, and its responsibilities to ensure the
reliability of other portions of the CAISO controlled grid that would potentially be
impacted by interconnections to the HNG Line, generators wishing to
interconnect to the HNG Line must do so subject to the CAISO tariff’s
interconnection procedures.™

In accordance with this technical bulletin and the relevant CAISO tariff
requirements, the then-owner of the Hyder projects, U.S. Solar Holdings,
submitted an interconnection request to the CAISO for the projects on July 31,
2010.'? The CAISO studied the Hyder projects as part of its Phase | study in

Queue Cluster 3 and issued study reports to the interconnection customer on

10 See CAISO Tariff, Section 25.1 (stating that the CAISO’s interconnection rules shall
apply to “each new Generating Unit that seeks to interconnect to the CAISO Controlled Grid”);
Section 25.1.1 (stating that the owner of a new Generating Unit “shall be an Interconnection
Customer required to submit an Interconnection Request” and comply with the CAISO’s
interconnection procedures).

1 The ISO articulated this policy in 2009 in a technical bulletin posted to its website at
http://www.caiso.com/Documents/TechnicalBulletin-Hassayampa-NorthGilalnterconnection. pdf

12 This interconnection request was submitted as a single project with a capacity equal to

the three requests submitted to APS. In the CAISO request, the project was referred to as the
“Palmas” project. See Attachment A, Declaration of Deborah A. Le Vine at P 11. For the sake of
clarity, this pleading will refer to the projects as the “Hyder projects” throughout.


http://www.caiso.com/Documents/TechnicalBulletin-Hassayampa-NorthGilaInterconnection.pdf

May 27, 2011. These reports identified significant reliability impacts to both
SDG&E'’s and Southern California Edison’s solely-owned transmission networks
that are part of the CAISO controlled grid, along with network upgrades
necessary to mitigate these impacts. The reports also identified delivery network
upgrades necessary to provide the customer with its request for Full Capacity
Deliverability Status under the CAISO tariff, a status that is necessary for
generators to be considered as “ resource adequacy” resources.®

On September 9, 2011, U.S. Solar Holdings notified the CAISO it did not
plan to post the required financial security for the network upgrades identified in
the Phase | study reports, even though it was required to do so to continue in the
CAISO interconnection process. Following the customer’s failure to post the
required financial security, on September 12, 2011, the CAISO notified the
customer that the projects were deemed withdrawn from the CAISO’s
interconnection queue.

On April 2, 2012, the new owner of the Hyder projects, NRG, submitted a
second interconnection request to the CAISO.* NRG withdrew that request on
May 18, 2012.

On July 16, 2012, APS, the CAISO SDG&E, and IID met with US Solar
Holdings and NRG on behalf of the Hyder entities. The CAISO and SDG&E

reiterated the need to study the projects through the CAISQO’s interconnection

B See CAISO Tariff, Appendix A, definitions of "Energy-Only Deliverability Status" and "Full
Capacity Deliverability Status."

14 As with the previous interconnection request to the CAISO, this request was submitted as

a single project for the entire capacity of the Hyder facilities under the Palmas name.



procedures. The parties also discussed using a five-party LGIA to memorialize
the various interconnection contractual obligations among the projects, the
CAISO, and the owners of the HNG Line, similar in structure to the LGIA that
was filed in 2010 for the Agua Caliente project that also planned to interconnect
to the HNG Line.*

The parties commenced negotiations of a five-party LGIA for the Hyder
projects on February 3, 2014 based on the five-party LGIA that the Commission
approved for the Agua Caliente project, which was studied in both the APS and
CAISO interconnection queues. During these negotiations, the CAISO and
SDGA&E reiterated to NRG that, just as with Agua Caliente, the Hyder projects
would need to enter and be studied in the CAISO interconnection queue as a
condition to interconnecting to the HNG Line. Therefore, the CAISO and SDG&E
insisted on adding language reflecting this obligation to the LGIA. Specifically,
Section 2.1 (c) of the LGIA provides as follows:

The Parties acknowledge that, as of May 1, 2014, the

Interconnection Customer does not have an active Interconnection

Request in the CAISO generation interconnection procedures and

that the CAISO and SDG&E assert that submittal an

Interconnection Request to the CAISO and completion of an

Interconnection Study pursuant to such procedures is an essential

element to the subject matter of this Agreement, that being the

providing of Interconnection Service to Interconnection Customer,

due to the fact that certain portions of the Transmission System

providing such Interconnection Service, and certain portions of the

Network Upgrades and Transmission Owners’ Interconnection
Facilities are jointly owned by SDG&E and operated by the CAISO.

15 See Large Generator Interconnection Agreement Between and Among Arizona Public

Service Company, Imperial Irrigiation District, San Diego Gas & Electric Company, the California
Independent System Operator Corporation, Agua Caliente Solar LLC, and North Gila River
Development, LLC, filed in Docket No. ER10-1376 (May 28, 2010) (“Agua Caliente Filing”); Letter
Order, Docket No. ER10-1376 (July 7, 2010).



Accordingly, if the Interconnection Customer causes this
Agreement to be filed for acceptance by FERC prior to
Interconnection Customer’s completion of the CAISO generation
interconnection procedures, then the Effective Date of the
Agreement shall not commence as to CAISO or SDG&E until the
Agreement has been amended to incorporate any Network
Upgrades and Participating Transmission Owners’ Interconnection
Facilities, or modifications thereof, required as an outcome of the
CAISO'’s generation interconnection procedures, and such
agreement has been accepted by FERC by lawful order and the
date of the Agreement specified in the order with respect to such
Parties that are FERC-jurisdictional entities as specified in the
order.

Pursuant to a request from NRG, APS filed the Hyder LGIAs unexecuted
on July 14, 2014.

Il. Comments'

In its letter requesting that APS file the five-party Hyder LGIAS
unexecuted, NRG states that it has followed the requirements of APS’s
interconnection process. NRG claims there is a dispute between APS and
CAISO regarding which interconnection queue the Hyder projects must enter,
and that the CAISO has only recently insisted the Hyder projects be studied in
the CAISO’s queue, and that this would effectively require Hyder to “start over

again.”” NRG alleges that this would require the Hyder projects to “go through

two separate full interconnection processes” and that such a result would be

16 The CAISO filed a motion to intervene in this proceeding on August 4, 2014, the

comment date set by the Commission for APS’s original filing of the Hyder LGIAs.

1 See Attachment C.



“unfair and unnecessary to ensure safe and appropriate interconnection.”*® None

of NRG’s arguments are correct.

A. CAISO Has Made Its Position Regarding Interconnections to
the HNG Line Clear to All Parties Since 2009, and APS Has Not
Objected

There is no merit either to NRG’s characterization that there is a
disagreement between APS and the CAISO, or its suggestion that only recently
has the CAISO insisted that the Hyder projects must be studied in the CAISO’s
interconnection process. As explained above, the CAISO has consistently taken
the position that generator interconnections to the HNG Line require the
interconnection customer to submit an interconnection request to the CAISO.
The CAISO has, on multiple occasions, made that position clear to the previous
owner of the Hyder projects, as well as to NRG.*® APS has never objected to the
CAISO'’s position. Indeed, APS is a party to a similar five-party interconnection
agreement for the Agua Caliente generating facility, in which the interconnection
customer was studied in both the APS and the CAISO queues.

As described above, the Hyder projects entered the CAISO
interconnection queue as a single interconnection request submitted on July 31,
2010 and the CAISO studied the request in the first phase of its two phase
cluster study process. The customer subsequently failed to post security, and
the request was deemed withdrawn from the CAISO queue in September of

2011. NRG’s suggestion that the CAISO’s position is an eleventh hour

18 Id.
See Le Vine Declaration at PP 9, 14.

10



requirement of which NRG was previously unaware is both disingenuous and in
direct conflict with the record of communication between the parties. Specifically,
the CAISO discussed with the owner of the Hyder projects in 2008 the need to
submit an interconnection request to the CAISO. ?° Also, to ensure that this
knowledge was available to all market participants and consistently applied, the
CAISO posted a technical bulletin addressing generator interconnections to the
HNG Line on October 2, 2009 in which the CAISO discussed its authority
regarding the need for genererators proposing to interconnect to the HNG Line to
submit an interconnection request to the CAISO.

B. It Is Appropriate to Require the Hyder Projects to Enter the
CAISO’s Interconnection Queue Because They Are Requesting
Interconnection Service from the CAISO

NRG’s claim that it is unfair and unnecessary to require the Hyder projects

to go through the CAISQO’s interconnection process is also without merit. In
essence, NRG’s argument is that because it chose to interconnect to a jointly-
owned facility, it should have the option of electing the single interconnection
process that it believes would be more convenient and/or less expensive, without
any regard to the legal, technical, operational, or service-related implications of
its interconnection.

The Commission should reject this attempt at interconnection forum

shopping. The Commission’s interconnection policies are clear that when a
generator seeks to obtain interconnection service from a transmission provider,

as the Hyder projects are with respect to the CAISO, the customer must enter the

20 Le Vine Declaration at P 9.
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transmission provider’s interconnection queue and satisfy the applicable tariff
obligations. The Commission has never stated that this requirement is
contingent on the location on a transmission provider’'s system where a generator
chooses to interconnect. In addition, exempting the Hyder projects from the
requirement to proceed through the CAISO’s study process would jeopardize the
safety and reliability of the CAISO controlled grid, would be unfair and
discriminatory to other generators seeking interconnection service from the
CAISO, and would be inconsistent with the Agua Caliente precedent.

For these reasons, it is entirely appropriate to require the Hyder projects to
be processed through the CAISQO’s interconnection queue as a condition of
receiving interconnection service from the CAISO.

1. The Hyder Projects Are Requesting Interconnection
Service from the CAISO, and Therefore Must Enter the
CAISO'’s Interconnection Queue and Comply with the
CAISO’s Interconnection Procedures

In Order No. 2003, the Commission defined a “Transmission Provider” as
“the public utility (or its designated agent) that owns, controls, or operates
transmission or distribution facilities used for the transmission of electricity in
interstate commerce and provides transmission service.”?* The point of

interconnection for the Hyder projects is a new substation to be constructed on

the HNG Line. Because the CAISO has operational control over SDG&E’s

2 , Standardization of Generator Interconnection Agreements and Procedures, Order No.

2003, FERC Stats. & Regs. 1 31,146, at P 815 (2003) (“Order No. 2003”), definition of
“Transmission Provider” in pro forma Large Generator Interconnection Procedures (emphasis
added).

12



majority ownership rights to the HNG Line and those rights to the line are part of
the CAISO controlled grid, the CAISO meets the definition of a “transmission
provider’with respect to the HNG Line. In addition, the HNG Line is located
within the CAISO’s Balancing Authority Area.”> Under NERC's reliability
standards, the CAISO is responsible for integrating resource plans, maintaining
load-interchange-generation balance, and supporting interconnection frequency
within its Balancing Authority Area.?® The CAISO also has Planning Authority
obligations with respect to the HNG Line. This means that the CAISO is
responsible for coordinating and integrating transmission facility and service
plans, resource plans, and protection systems for this facility.?* These important
operational functions further reinforce the fact that the CAISO meets the
definition of a “transmission provider” with respect to the HNG Line.

The Commission defines “Interconnection Service” as “the service
provided by the Transmission Provider associated with interconnecting the
Interconnection Customer's Generating Facility to the Transmission Provider's
Transmission System and enabling it to receive electric energy and capacity from
the Generating Facility at the Point of Interconnection, pursuant to the terms of

the Standard Large Generator Interconnection Agreement and, if applicable, the

= See Le Vine Declaration at P 6.

2 See Glossary of Terms Used in NERC Reliability Standards, definition of “Balancing
Authority,” available at
http://www.nerc.com/pa/Stand/Glossary%200f%20Terms/Glossary of Terms.pdf.

24

See Glossary of Terms Used in NERC Reliability Standards, definition of “Planning
Authority,” available at
http://www.nerc.com/pa/Stand/Glossary%200f%20Terms/Glossary_of _Terms.pdf.

13


http://www.nerc.com/pa/Stand/Glossary%20of%20Terms/Glossary_of_Terms.pdf

Transmission Provider's Tariff.”?> This definition suggests the general principle
that whenever a generator seeks to interconnect to a transmission facility, the
generator is, ipso facto, requesting interconnection service from the relevant
transmission provider(s). The Hyder projects, by seeking to interconnect to the
HNG Line, as to which the CAISO is a transmission provider, are therefore
requesting interconnection service from the CAISO.

Regardless, any ambiguity as to whether the Hyder projects are
requesting interconnection service from the CAISO is dispelled by the Hyder
LGIAs themselves, which explicitly state that the CAISO will provide the Hyder
projects with interconnection service. Section 4.1 states that “Interconnection
Customer has selected Energy Resource Interconnection Service from APS to
interconnect to the APS Transmission System and IID’s share of the JPP, and
Interconnection Service from the CAISO.”*® Similarly, Section 4.1.1, entitled
“CAISO Interconnection Service” explains that the interconnection service
provided by the CAISO and SDG&E will allow the Hyder projects “to connect . . .
to the CAISO’s Transmission System and be eligible to deliver the [projects’]
output using the available capacity of the CAISO’s Transmission System
pursuant to the CAISO Tariff.”>’ More specifically, the Hyder LGIA includes

various interconnection service-related provisions that reflect the CAISO’s role in

» Order No. 2003, definition of “Interconnection Service” in pro forma Large Generator

Interconnection Procedures.
2 Non-Conforming Large Generator Interconnection Agreements for Hyder Solar 1, LLC,
Hyder Solar 2, LLC and Hyder Solar 3, LLC, Docket No. ER14-2430 (July 31, 2014), Service
Agreements Nos. 332-334 at Section 4.1 (emphasis added).

2 Id. at Section 4.1.1. See also id. at Section 4.2.

14



providing interconnection service to these projects, including reviewing
interconnection facility design specifications, evaluating limited operation options,
metering, operating communications, reactive power generation and payment
obligations, and coordinating outages. In its communications with the parties
during the LGIA negotiations, NRG did not objected to any of these provisions,
which are substantively identical to those included in the five-party
interconnection agreement approved by the Commission for the Agua Caliente
facility.”®

Both the Commission’s pro forma interconnection procedures and the
CAISO tariff make clear that in order to obtain interconnection service, a new
generator must submit an interconnection request to a transmission provider and
meet the requirements of the transmission provider’s interconnection procedures,
including completing the applicable studies and meeting any financial obligations,
such as financial security postings.”® Therefore, because the Hyder projects are
requesting interconnection service from the CAISO in order to interconnect to the
HNG Line, it is appropriate to require them to enter the CAISO’s interconnection

queue and comply with the CAISQO’s interconnection procedures.

2 Agua Caliente Filing, Attachments B-1, B-2 and B-3 at Sections 4.1, 4.1.1. 4.2

29 See supra FN 10; Order No. 2003 at PP 34-38 (“The Final Rule Standard Large
Generator Interconnection Procedures (LGIP) document specifies the steps that must be followed
and deadlines that must be met when an Interconnection Customer requests interconnection of
either a new Generating Facility or the expansion of an existing Generating Facility with the
Transmission Provider's Transmission System.”)

15



2. CAISO Must Study the Hyder Projects Through Its
Interconnection Process to Ensure Safety and
Reliability and Fair Treatment Relative to Other
Generators

One of the fundamental purposes underlying the obligation of developers
to satisfy the requirements of a transmission provider’s interconnection
procedures is to ensure that the transmission provider can protect the safety and
reliability of the grid by fully evaluating a proposed interconnection in detail,
identifying any adverse impacts on its transmission system, and specifying and
constructing the modifications necessary to reliably and adequately complete the
interconnection.*

The three Hyder projects have a planned capacity of 99 MW, 99 MW and
40 MW, respectively. The studies performed by APS were limited to identifying
customer-specific interconnection facilities and upgrades needed on the jointly-
owned Arizona Transmission System facilities. However, based on the size of
these projects, and the CAISO'’s preliminarily evaluation of their impact
performed in the first phase of its two-phase study process, upgrades to other
portions of the CAISO’s transmission system will certainly be necessary.*! The
CAISO’s 2011 Phase | study reports for the Hyder projects revealed multiple
reliability problems that would be caused on the CAISO’s system by the
interconnection of the Hyder projects and preliminarily identified fourteen network

upgrades necessary to remediate those problems. These reports also identified

%0 See, e.g., Order No. 2003 at PP 11, 36.

3 Le Vine Declaration at P 16.

16



six additional network upgrades that would be needed to provide the projects
with full capacity deliverability status on the CAISO system, which the projects
requested in their interconnection requests to the CAISO. This analysis,
although preliminary, belies NRG’s assertion that having the CAISO study the
Hyder projects is not necessary to ensure a reliable interconnection. Moreover,
this analysis, coupled with the size of the projects and their location, means they
will almost certainly have electrical impacts on other generators in the CAISO’s
gueue. It would therefore be impractical for the CAISO to study the Hyder
projects outside of its normal cluster procedures without interfering with the
studies for other interconnection customers.*

Exempting the Hyder projects from the requirement to proceed through
the CAISO’s interconnection queue would be unfair and discriminatory with
respect to other generators seeking interconnection service from the CAISO, all
of which are required to comply with the requirements of the applicable
provisions of the CAISO tariff, including the CAISO’s interconnection procedures.
This is particularly true if the Hyder projects wish to participate in the CAISO’s
markets as resources internal to the CAISO balancing authority area, as opposed

to being treated as imports. *

3 Id..

% It is unclear from recent negotiations what NRG intends with respect to the output of
these projects. Such uncertainty, however, should not provide NRG with a trump card that allows

it to avoid responsibility for the impacts that it will certainly have on the CAISO’s system.

17



For these reasons, the Commission should accept the the language in
Section 2.1 of the five-party Hyder LGIAs requiring the Hyder projects to enter
and be studied in the CAISO interconnection queue.

C. Requiring the Hyder Projects to Enter the CAISO
Interconnection Queue Is Not Tantamount to Requiring Them to
Go Through Two Entirely Separate Interconnection Processes

NRG’s characterization of the CAISO'’s position as requiring the Hyder
projects to go through two entirely separate interconnection processes is
inaccurate. APS’s study of the Hyder projects examined and identified only
customer-specific interconnection facilities and network upgrades necessary to
mitigate impacts on the jointly-owned Arizona Transmission System and APS’s
individual transmission system. The CAISO is not proposing to replicate these
studies. Rather, the CAISO’s studies would be limited to identifying upgrades
necessary to mitigate impacts of the interconnections on the non-jointly owned
portions of the CAISO controlled grid. Therefore, the costs of such studies, and
any necessary upgrades to the non-jointly owned portions of the CAISO
Controlled Grid, would not be duplicative of the costs incurred in APS’s
interconnection process.

In addition, both APS’s and the CAISO'’s interconnection study procedures
require the interconnection service provider and interconnection customer to
negotiate and execute an interconnection agreement reflecting the various
contractual obligations relating to the interconnection and operation of the
proposed generator. However, rather than requiring NRG to negotiate separate

agreements with each of the two entities providing interconnection service, APS

18



and the CAISO have, along with the other owners of the HNG Line, dedicated
significant effort to developing a five-party LGIA that specifies all of NRG’s
obligations in a single agreement. The CAISO and APS, along with SDG&E and
lID, originally developed this model for the Agua Caliente generating facility, in
which the customer was studied both in the APS queue, which identified the
upgrades necessary to the jointly-owned facilities, and the CAISO queue, which
studied and identified the upgrades necessary to provide the interconnection
service and deliverability requested by Agua Caliente on the CAISO system. The
Agua Caliente LGIA was ultimately filed with and approved by the Commission.
The five-party LGIAs here are largely based on the Agua Caliente agreement,
and likewise provide the interconnection customer with significant benefits by
ensuring that the generators are not subject to conflicting obligations between
APS and the CAISO.*

Moreover, NRG has no credible claim to unfair treatment. The CAISO
informed the developer of the applicable interconnection requirements from the
very outset, and the developer submitted interconnection requests to the CAISO
on two separate occsasions. In fact, the CAISO’s studies for these projects were
well underway when the developer deliberately decided to withdraw from the

CAISQO’s queue the first time. Absent this decision, the CAISO’s studies for

3 See, e.g., Hyder LGIAs Section 9.7.1 (addressing outage coordination between the

parties with respect to the generators and jointly-owned facilities); Section 9.7.2.5 (providing that
the parties will coordinate in outage recovery measures); Section 9.7.3 (providing for coordination
between APS and the ISO regarding under- and overfrequency deviations); Section 13.5.2
(providing for coordination between APS and the ISO and the interconnection customer to
schedule any reductions in interconnection service or disconnections during periods of least
impact to the interconnection customer). In addition, as explained in APS’s filing, a number of
provisions were added or modified in order to make the five-party LGIAs consistent with the
requirements of both the APS and CAISO pro forma LGIAs.
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these projects would have long since been completed, and any upgrades
necessary to remediate the impacts of connecting the projects to the CAISO grid
would have been incorporated into the five-party LGIAs. Even if the projects had
remained in the ISO’s queue after the second interconnection request, the
resulting studies would have been completed in April of this year. Also,
regardless of whether the Hyder projects are studied in APS’s queue, the
CAISQO’s queue, or both, they are responsible for funding upgrades necessary to
mitigate the impacts on all affected transmission systems. In other words,
continuing in the CAISO’s queue would not have caused the projects to incur
additional expense or inconvenience that they could have otherwise avoided.
Therefore, any adversity resulting to the projects from the decision to withdraw
from the CAISO queue is entirely the responsibility of NRG.

D. The Commission Must, at a Minimum, Allow the CAISO to
Study the Hyder Projects as an “Affected System”

Both the CAISO and APS tariffs include the concept of an “affected
system” which, consistent with the Commission’s pro forma interconnection
procedures, is defined as an “electric system other than the Transmission
Provider’s Transmission System that may be affected by the proposed
interconnection.”® The Commission’s rules do not require a generator to submit
a separate interconnection request to an affected system operator.*® As

demonstrated above, however, the HNG Line is part of the CAISO’s transmission

% See Order No. 2003, pro forma Large Generator Interconnection Procedures, definition of

“Affected System” (emphasis added).

% Id. at P 118.
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system and the Hyder projects are seeking interconnection service from the
CAISO.%" Therefore, the CAISO’s role with respect to the Hyder projects goes
beyond that of an “affected system,” and it is appropriate to require that the
Hyder projects enter into the CAISO interconnection queue.

If, however, the Commission does not agree with this analysis, then the
Commission should dismiss the five-party interconnection agreements so that the
parties may negotiate appropriate arrangements regarding the study and
financing of upgrades to the CAISO controlled grid as an “affected system.” As
with the Agua Caliente LGIA, one of the central premises of the Hyder five-party
LGIAs is that they will comprehensively address the impacts of the Hyder
projects on the jointly-owned Arizona Transmission System, as well as the
individual APS and CAISO transmission systems.®® If the Commission rejects
the provision requiring the Hyder projects to be processed through the CAISO
gueue, the Hyder LGIAs will not address the impacts on the solely-owned
portions of the CAISO transmission system. Under these circumstances, they
will need to be either re-negotiated or discarded in favor of bilateral
interconnection agreements between APS and the Hyder projects, along with
separate agreements covering the study and financing of upgrades on the

CAISO Controlled Grid pursuant to an “affected system” model.

37 This is particularly true if the Hyder projects wish to participate in the CAISO markets as

internal resources, as opposed to joining APS’s balancing area, in which case they would be
treated as imports under the CAISO Tariff. See, e.g., CAISO Tariff, Appendix A, definitnion of
“System Resource”; Section 4.5.4.3.1.

% See Agua Caliente Filing, Transmittal Letter at 11.
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11l. Communications

The I1SO requests that all communications and notices regarding this filing

and this proceeding be provided to:

Sidney M. Davies

Assistant General Counsel
California Independent
System Operator Corporation
250 Outcropping Way
Folsom, CA 95630
Tel: (916) 608-7144
Fax: (916) 608-7222
E-mail: sdavies@caiso.com

V. Conclusion

Michael Kunselman

Bradley R. Miliauskas

Alston & Bird LLP

The Atlantic Building

950 F Street, NW

Washington, DC 20004

Tel: (202) 239-3300

Fax: (202) 239-3333

E-mail: michael.kunselman@alston.com
bradley.miliauskas@alston.com

For the reasons stated above, the CAISO requests that the Commission

grant the CAISO status as an intervenor and approve the Non-Conforming Large

Generator Interconnection as filed.

Roger E. Collanton

General Counsel
Sidney M. Davies

Assistant General Counsel
California Independent
System Operator Corporation
250 Outcropping Way
Folsom, CA 95630

Respectfully submitted,

/s/ Michael Kunselman
Michael Kunselman
Bradley R. Miliauskas
Alston & Bird LLP

The Atlantic Building
950 F Street, NW
Washington, DC 20004

Attorneys for the California Independent System Operator Corporation

Dated: August 21, 2014
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

Arizona Public Service )
Company ) Docket No. ER14-2430
)

DECLARATION OF DEBORAH A. LE VINE ON BEHALF OF THE

CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
I, Deborah A. Le Vine, hereby declare as follows:
| am employed as the Director of Infrastructure Contracts & Management at the
California Independent System Operator Corporation (“CAISO”). My business
address is 250 Outcropping Way, Folsom, CA 95630.
The CAISO created the position of Director of Infrastructure Contracts &
Management in 2012 as a result of the increased number of generator
interconnections required to meet the 33 percent renewable portfolio standard in
California, in order to manage the CAISO’s generation interconnection queue and
generation interconnection agreement portfolio, and other regulatory contracts
required by the CAISO tariff. My responsibilities include proactively monitoring
over 260 projects in the queue, aligning internal CAISO processes consistent with
gueue management efforts, and resolving interconnection customer issues. In
addition, | am responsible for all regulatory contracts that are negotiated and
executed between the CAISO and market participants, including QF conversions,
Participating Generator Agreements, Meter Service Agreements, Adjacent
Balancing Authority Operating Agreements and the Transmission Control

Agreement.



| have been employed with the CAISO since January of 1998. Prior to assuming
my current position, | was the Director of System Operations, in which | oversaw
day-to-day grid and market operations. In this capacity, | also monitored
compliance for the CAISO balancing authority area with North American Electric
Reliability Corporation and the Western Electricity Coordinating Council standards
and the market operations provisions of the CAISO tariff. | have also held Director
positions at the CAISO in Contracts & Compliance, Contracts & Special Projects,
Market Services, and Project Management for the CAISO’s 2009 market redesign.
| earned a Bachelor of Science degree in Electrical Engineering from San Diego
State University in San Diego, California in May 1981. In May 1987, | received a
Master in Business Administration from Pepperdine University in Malibu,
California. In December 2002, | completed an Executive Program from the John
F. Kennedy School of Government, Harvard University, in Cambridge,
Massachusetts. In August 2007, | completed an Advanced Masters Certificate
program in Project Management from Villanova University in Villanova,
Pennsylvania. Additionally, | am a registered Professional Electrical Engineer in
the State of California.

My declaration will address the configuration and operation of the jointly-owned
Hassayampa — North Gila #1 500kV transmission line (“HNG Line”), facilities to
which the proposed Hyder Solar 1, LLC, Hyder Solar 2, LLC and Hyder Solar 3,
LLC (collectively “Hyder”) solar generation plants plan to interconnect. | also
discuss the history of negotiations between the project sponsors, the CAISO, and

the owners of the HNG Line regarding the five-party large generator



interconnection agreements which were recently filed unexecuted by Arizona
Public Service Company (“APS”).

CAISQ’s Role in Operating the Hassayampa — North Gila Transmission Line

6. The HNG Line, to which the Hyder projects seek to interconnect, is part of the
Arizona Transmission System. The Arizona Transmission System is owned, in
varying percentages, by APS, 1ID and SDG&E, with SDG&E having the majority
ownership interest in the HNG Line. Under the terms of the Arizona Transmission
System Participation Agreement, the entire Arizona Transmission System is
located within the CAISO’s Balancing Authority Area. APS acts as the “operating
agent” for the portion of the system to which the Hyder projects propose to
interconnect, while SDG&E is the “scheduling agent” for the same.

7. Prior to the creation of the CAISO, the HNG Line was in SDG&E's Balancing
Authority Area. Effective April 1, 1998, SDG&E turned over operational control to
the CAISO of its portion of the Arizona Transmission System. As part of the
CAISO’s operational control of SDG&E’s portion of the HNG Line the CAISO is
responsible for assuming the “scheduling agent” functions assigned to SDG&E in
the Arizona Transmission System Participation Agreement. These include
scheduling all energy deliveries over the Arizona Transmission System, submitting
proposed criteria regarding the operating capability of the system, managing
congestion on the system and coordinating with the owners regarding outages on

the system.*

! See Arizona Transmission System Participation Agreement, Section 15.4, 15.6.2, 15.11. A copy of

this agreement is included with this filing as Attachment B.
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8. In addition, as the Balancing Authority for the HNG Line, the CAISO is, per NERC
requirements, responsible for such functions as integrating resource plans,
maintaining load-interchange-generation balance, and supporting interconnection
frequency in real time for this facility and any interconnected generators in the
CAISO Balancing Authority Area. Also, due to its assumption of operational
control over SDG&E’s ownership rights, the CAISO exercises Planning Authority
functions over the Arizona Transmission System that includes the HNG Line,
which means that, pursuant to NERC reliability standards, the CAISO is
responsible for coordinating and integrating transmission facility service plans,
resource plans and protection systems for these facilities.

Study of the Hyder Facilities and Negotiation of Five-Party Interconnection
Agreements

9. On December 31, 2008, U.S. Solar Holdings, the original parent company of the
Hyder projects?, submitted interconnection requests to APS to interconnect three
solar photovoltaic generating facilities totaling 238 MW to the HNG Line (APS
queue numbers 58 — 60).% In discussions with U.S. Solar Holdings and the owners
of the HNG Line, as well as other potential developers seeking to interconnect in
the same area, the CAISO indicated that generators planning to interconnect to
the HNG Line would need to submit an interconnection request to the CAISO and
comply with the CAISO’s interconnection procedures. The CAISO took this
position due to its operational control over SDG&E’s ownership rights on the HNG

Line, its balancing authority and planning responsibilities with respect to this

2 Each of the projects was submitted by a separate limited liability corporation, Hyder Solar 1, LLC,

Hyder Solar 2, LLC, and Hyder Solar 3, LLC.

8 APS Queue #58 is 99 MW, Queue #59 is 99 MW and Queue #60 is 40 MW.
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10

11.

12.

facility, and its responsibilities to ensure the reliability of other portions of the
CAISO Controlled Grid that would potentially be impacted by interconnections to
the HNG Line. The CAISO subsequently published this policy in a technical
bulletin posted to its website in 2009.*

In discussions between CAISO and U.S. Solar Holdings on July 30, 2010, U.S.
Solar Holdings acknowledged that they understood they needed to file a duplicate
request with the CAISO for interconnection services and stated they intended to
do so.

On July 31, 2010, the Hyder Land Company, LLC, a subsidiary of U.S. Solar
Holdings, submitted a single interconnection request to the CAISO for the 238 MW
“Palmas” project, which was, in essence, a combination of the three Hyder
projects. The CAISO studied the projects pursuant to the CAISO generator
interconnection procedures in Queue Cluster 3, completing the Phase | study and
issuing a study report to the customer on May 27, 2011. These reports identified
significant reliability impacts to both SDG&E’s and Southern California Edison’s
solely-owned transmission networks, along with network upgrades necessary to
mitigate these impacts. The reports also identified delivery network upgrades
necessary to provide the Hyder projects with their requested Full Capacity
Deliverability Status under the CAISO tariff.

On September 9, 2011, the customer notified the CAISO it did not plan to post the
financial security for the network upgrades identified in the Phase | study reports
that would be required in order to continue in the CAISO’s queue. Following the

customer’s failure to post the required financial security, on September 12, 2011,

http://www.caiso.com/Documents/TechnicalBulletin-Hassayampa-NorthGilalnterconnection. pdf
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13.

14.

15.

16.

the CAISO sent the customer a notice deeming the projects withdrawn from the
CAISO’s interconnection queue.

On April 2, 2012, the Hyder projects under the NRG ownership submitted an
interconnection request, again under the auspices of the Palmas single project
configuration, in the CAISO queue cluster process for Queue Cluster 5. However,
NRG withdrew the interconnection request on May 18, 2012.

On July 16, 2012, APS, the CAISO and SDG&E met with US Solar Holdings and
the new owner of the Hyder projects, NRG. The parties discussed the process for
interconnecting the projects to the HNG Line, at which time the CAISO and
SDGA&E reiterated the need to study the projects in the CAISO queue. The parties
also discussed using a five-party LGIA to memorialize the various interconnection
contractual obligations, similar to the one that had been developed and filed in
2010 for Aqua Caliente, which also interconnects to the HNG Line.

The parties commenced negotiations of a five-party LGIA for the Hyder projects on
February 3, 2014. Due to NRG’s continuing objections to including language in
the LGIA obligating the Hyder projects to submit an interconnection request to the
CAISO and be studied in the CAISO queue, NRG sent a letter to APS on June 27,
2014, requesting that APS file with the Commission an unexecuted version of the
five-party LGIA for each of the three Hyder projects.

Based on the size of the projects, their location, and the previous study work done
as part of the CAISO’s Queue Cluster 3, | am confident that the Hyder projects will
have significant electrical impacts on other generators in the CAISO’s queue and

will require upgrades on the non-jointly owned portions of the CAISO Controlled



Grid. Therefore, | do not believe it would be practical for the CAISO to study the
Hyder projects outside of its normal cluster study procedures without undermining
the CAISO'’s ability to conduct studies for other interconnection customers seeking

to interconnect to the CAISO Controlled Grid.

| declare, under penalty of perjury, that the foregoing statements are true and correct.

Executed this 21st day of August, 2014, in Folsom, California.

suk (o

“Deborah A. Le Vine™
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2.

ARIZONA PUBLIC SERVICE COMPANY
SAN DIEGO GAS ':’g.scmc COMPANY
ARIZORA TRANSMISSION SYSTEM
PARTICIPATION AGCREEMERT
PARTIES:
The Parties to this Participation Agreement ars ARIZONA PUBLIC
SERVICE COMPANY, an Arisona corporation bereinafter called "apsg ™
and SAN DIEGO GAS & ELECTRIC COMPANY, a California corporatiom
hereinafter called “SDG4E,” which are individually referred co
as "Party,”" and collectively as "Parcies.”
RECITALS:
This agreement is made with reference to the following -hetc.
among others:
2.1 SDCSE was conducting eavironmental studina and actively
plavning the construction of a 500kV tranzsmissfion line from
the SDGAE ~ Miguel Substation to the Palo Verde Unics 1, 2
& 3 Swicchyard, via Imperisl Valley, when it lesarned thag
AFS ves also comducting anvirenmental studies and actively
planning the censtruction of s 230kV transmission line from
the APS Cila Bend Substation to the Yiwa arsa. Subsequent
discussions between the Parcies resulted in the Parties .'
entering into the “Arizona ~ Sam Diego 300KV Interconnec~
tion Latter of Understanding,” dated November 22, 1973 to
jointly study, construct, own and operate a 500kV transmig-
sion line which would meet the needs of doth Parties.

2.2 The Parties recognize that there are murual benefits which

result from cooperstion and coordinationm in jointly plan-

SWPL 2603
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ning, licensing, engineering, construeting, owvning and

operating a transmission systea as compared with doing so

separately,

2,3 The electrical systems of the Parties will be intercen-
nected by the transmission line constructed pursuant to
this Parzicipation Agreement and the Parties intend to
enter into a separste agresmeat to govern the axchange of
Powsr and Energy.

AGREEMENT:

Tha Parties agres as follows:
DEFINITIONRS:

The folloving terms when used herein shall have the meanings

- specified:

4.1  Accounting Practice: Cenerally accepted sccounting princi-

ples, in accordence with FERC Accounts.

4.2 Administrative Representative: The reprasentstive desig-
Bated by each Party pursusnt to Bection S.l.1.

4.3 - Appendix: An Appendixz to this Partitiphtion Agreement,
unless othervise stated.

4.6 Arizons Transmission System: The transmissioa system
described in Appendix A.

4.5 California Transmission Syztem: That portion of the Miguel
s‘ubaution to Yume Switchyard 500KV line which is within
the stats of California.

6.6 Capaciry: Electrical reting empressed in negsvatts (M) or

megavolt-superas (MWA).

S 1Y
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10
11
12

14

15
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17
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19
20 4.11

21
22 4,12
23

24

Capital Improvements: Any Units of Property, land or land

rights wvhich are added to the Arizona Transmission Systenm,
the berterment of land end land rights or the enlergemant
or betterment of any Units of Property constituting a pert
of the Arizona Transmission System, and the replacement of
any Units of Property for other Daits of Pxoperty or che
replacement of land or land rights constizuting & part of
the Arizons Transmission System, irrespective of whether
such replacement constitutes an enlsrgement or bettarmeat
of that which iz replaces, which additions, bettermanta,
snlargements, and replacemants in accordance with Account-
ing Practice would be capitalized.

l::ansfruetion Account: An account used by the Project
Manager's accounting department to recelve and disdurse
Censtruction Funds pursuant ko s:::i-on 13,

Construction Coordinmator: The representative designated by

SDG&E pursuant to Seetion 5.1.3.

Construction Costs: The coets of coml:_ggcti:.u.the A_rizpmm

Transmission Systews, as described i.a Section 1.
Construction Director: The Tepresentative designated by
AFS pursuant to Section 5.31.2.

Construction Funds: Nonies advanced to the Project Manager
oo bshalf of the Parties in oceoﬂl.me vith this Particips-
tion Agreement,

Construetion Insurance: Policies of insurance telating to

the Arizona Transmission System during the construction

SWPL 2605
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thereof as provided in Section 20.1,

4.14 Construction Scheduls: The schedule of Construction Work

as set forth in Appendix C, or as revised pursuant to

Sections 8.3.2 or 8.1.3.

Hanager pursuant to Sectiom 8, fncluding But not llwited
to, all eugioesring, design, construction, contrsct Frepa-

retiom, purchasing, supervision, expediting, accounting,

2
3
4
s . 4.15 Construction Work: All work undercakem by the Project
6
7
8
9

inspection, tewting and the placing in service of the

L 10 Arizona Iransnission System.

4.16 Date of Approval: The date on which sach Party hac given

fe 12 written notice to the other Party that all approvals have
13 been recrived without unaccaptrable conditicns inm compllianca
L “ with tha provisions of Section J1.5.

1 4.17 Date of Firy Operationt The first day on which deliveries

16 ol Power and Evergy say be scheduled on a firm basis over

L- 17 the Arizons Tranemission System as designatad by the Con-

i 18 struction Director and the Con.gf.mctiqq Coordinator.

g ’ 19  4.18 Divisionm: A-Igroup of enployees hesded by & vice presfdent
20 consiscing of all persons on the APS organizational chart

21 vhieh raport to him.

2 4.19 Esergy: Kilowatt-hours (KWEH).

23 ’ 4.20 YERC Accounts: The Faderal Energy Ragulstory Commissfon's

. 2% "Uniform System of Accounts Prescribed for Publie Uedlicies

Ve WS US UM BN U OGN 7 U G SN I N Em e v

28 and Licenseas (Class A and Class B)," in effect as of the

2 date of thia Participation Agreemant, and as such systen of

L 4
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) accounts may be in effect from rime o time. References in i
2 this Participation Agreement to any specific FERC Account

3 number shall mean the FEAC Account number inm effact a3 of

4 the effective date of this Participation Agreement or any
[ 5 successor FERC Account., ]
P 4.21 Fimal Cowpletion Report: 4 complete summary of Construce

7 tion Costs, including surplus equipment disposal, a de-

3 scription of the Arisons Transmispion System as constructed

9 . snd a muomsry of esch Party's comeributions to Construetion

10 Costs. p
n 4.22 Operating Agent: The Party responsible for che performance !
“12 of Operating Work, except scheduling Pover and Energy

13 deliveries over the Arizouna Yransmission System pursusst to ]'
14 Bection 15.4.

18 4,23 Operating c.ubiutz: The capability of the Arizoma Trang= ]l
16 mission Systes to transmit Yower and Erergy scheduled by - .
17 the Parties in each direction betveen the Palo Verde j
18 " Switchyard amd the Yums Switchyard. o I j'
19 4.24 Operating Committee: The committes estadlished pursuant to

20 8ection 3.1.4. }[I
21 4.25 Operating Costs: The costs of performing Operating Work. . )
22 4.26 Operating Emergency: An unplanned event or circumstages I- J’l
23 caused by the failure or threat of failure of the Arizona J
24 Tranewission System facilities which reduces or nay reduce ,l|
28 the Operating Capability of the Arizona Transwmission Systenm. l“ I
26 4.27 oOperacing Funds: Monles advanced to the Operating Agent on ’

l

- Iy
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behalf of the Parties in accordance with this Participation

Agreement .

4,28 Oper-t-inLlnmnncn Policies of insurance ralating to che

Arizons Transmissicn System to be procured and maintained
as provided in Section 20.2.

4.29 Opersting Work: All work undertaken by the Operating Agent

or the Scheduling Agent pursuast to Project Agraements,

including but mot limited to, all enginearing, contract

. __B
. .F
9 O 9 0 W A w N

r
T vy m rr n
w

preparation, purchasing, tepair, zupervisiom, training,

expediting, inspection, testing, protection, faciliey

operation, retirement, maintenance, uss, management, and

-
-

making Capital Improvevents to and for the Arizona Trans-—

[ )
L]

uission System.

4.30 Palo Verde Switchyard: The high voltage switchyard which

-t
&

is associaced with the Palo Verde Nuclear Generating Sta—

tion located west of Phoenix, Arizona.

=
o

4.3 Palo Verde Termination: A tomponent of the Arizoma Trans-

[
-3

misgion System describad in Appendix A.l..

R

‘
[N
on

4,32 Palo Verde -~ Yuma 500kV Line: A component of the irizona

o
-

Transaission System described in Appendix A.2,

21 4.3) Participation Agreement: This agreement titlad “aArizona

:- 23 Public Service Company and San Diego Cas & Electric Company
23 Arizona Transuission System Participation Agreement."

2 4.34 Tower: <Xilowatts (XW) or megsvates (M).

28 4,35 Project Agreements: This Participetion Agreement and any

: L S
s

26 agreement entered into by the Project Manager in connection

' - o
SWPL 2608
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' ; with the performance of Construetion Work, and any other
2 ajreeaent vhich the Parties agrea to dasfgnate as a Project
3 Agreenent, including those agraeaents listed in Appandix ¥,
4 as such agreesents are originally axseutad or 485 they may
5 theraafter be supplemsnted or amanded.
6 4.36 Project Insurancé: Construction Iasurance and Oparsting
7 losurance.
s - 4.37 Pro jcet'lhnapn The Party responsible for the performance
° of Comstruction Work. .
10 %.38 Rated Capability: The transfer capability for resource and
1 transmission plenning and reporting purposes of ths Arizona
12 Transmission System in either dirsction between the Palo
13 Verde Suitchyard and the Yuma Switchyard, exprecsed in
14 megavatts and determined in sccordance with Seczion 15.7.
18 6.9 Reguest for Punds: Tha writtem Tequest of the Projact
16 Manager or Dperating Agent for funds reguired for
17 Construction Work or Opsrating Work.
i8 L _4.40 Regoest for Information: A raguast mada in vriting by ane
19 Party upon another Party, spscifying the records, documen-
20 tation or information for vhich the request 13 made.
21 4.43 Ragonuulitz for Costs: The percestage of finsnclal
22 11adilicy of each Party for costs Qf Construction Work and
23 Opersting Work for each componeat of ths Arizons Trszmis-
2 sion System, vhich is the same &» the parcentsge owner-
25 ship established in Section 6.
26 §.42 Scheduled Date of Firp Operation: The target Date of Fira

SWPL 2609
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1
-

Operarion contained i Appendix € or 4ts wosSt Tecent revi-

v

. )

L sion.

| 2
. 3 &.43 Scheduling Agent: The Party responstible for scheduling WC‘&

l L . Power and Energy deliveries over the Arizons Tranemission
L 5 Systea pursuant to Sectiom 15.4.

' . 6 4,44 Section: A Sectien of this Participation Agreement, unless
L ~ 21 otharwise statad.

l = s 4.45 Sharadle Units: Departments vhich incur costs that are

l L 9 part of the admintstrative and gcu.ul expancas vhich are
L: 0 shurable vith the costs of the Atizosa Tresosnission Systes

l- » as defined in Exhibir E-1 to Appendix E.

4.46 Units of Property: Units of property as described in the

=]
[ ¥ ]

Federal Energy Regulstory Commission's “list of Units of

[
()

r

Property for Use in Conpectiom with Uniform System of

-
L

Accounts Prescribed for Publip Detlities and Licensces™ in

[ 3
W

effect as of the date of this Parricipation Agreement, and

a3 such list may be smended from time to tise.

-
-y

4.47 Wi11lful Action: Action takam or 2ot taken by a Party at

- .. e
e W C w

_

*

the direction of its directors or officers affecting its

perforasnce under this Participation Agreement, which

action:

.
'

»

-

L
™
(4]

4.47.1 In knovingly or intentionally takew or not taken

vith conscious indifference to the consequences

-
]

thereof or with intent that injury or dsmage would

[ Y]
S

result or vould probadly resmlp therefrom;

o
9

" EE U I N W s
"
S

4.47.2 Bas been deterained by fins) arbitration svard or

»
-]

-
SWPL 2510
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] final judgment or judicial decree ro be a2 breach of
2 contract under this Participation Agreement snd
3 Vhich oceurs or continues beyond the time specifiad
4 in such arbitration sward or Judgnent or judicial
.5 decree for curing such defsult oT, 1if no time to
6 cure is spacified therein, occurs or continues
9 thersafter beyond a reasomadla time o cure such
M default; f
9 4.47.3 Is knowingly er intentionally takem or not taken |
10 with knowledge that such action conatitutes a #
i breach of contract under this Pargicipation Agrae~ #
-I 2 ment; or )
13 4.,47.4 Does not include avy act or feilura to sct which s il
14 merely {nvoluntary, accidental or negligent. : .-“
s 4.48 Work Lisbility: Lfability of one or both Parties for ‘['
16 damage suffered by anyone other thas a Party, whether or -
17 not Tesulting from the negligence of a Parcty, its direc- ]l
SRt BT tors,—officers, employaes.or auy person or entity whoss- .-._.....}. _jl
19 negligence could be fmputed to such Party resulting from: . 1
= 4.48,1 The performance of Comstruction Hork op Operating J'
21 Work; or .
23 4,48,2 The use or ownaxrship of the_ Arizons Transmission B _} I
23 System. - ]
2 4.49 Yuos ~ Border SOOKV Line: A componant of the Arizena I
28 _'h;lnmuin System described in Appendix A.4. l
2 4.50 Yums 500KV Breaker Yard: A component of the Arizona , i
I

SWPL 2611
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'I L Transuission Systen described in Appendix A.3.4.

4.51 Yuma Intercomnection Faecilities: A4 component of the Ari~

l L i zona Transmissiou System described in Appendix A.3.3.
] L . 4.52 Yuma Suitchyard: A compoment of the Arizons Transuission
I . : 5 System descrided in Appendix A.3.
L o| 5 apmTsTaTION:
l - 9 5.1 To mecure effective cooperation and interchange of informa-
' L s tion and. to provide ptupg and orderly consultation between
E' ° the Parties concerning administrative and :echn.ical matters
' B i Which may arise in connection with the terns and conditioms
| L 1 of the Project .u:emnts, the Partias hereby establish the
l ' 12 following: .
] L 13 3.1.1 One Aduinistrative Representative and an alternste
N 4 sba.u_bc designated by each Party. _
b N 5.1.2 4 Conetrucrion Director and sn alternate shall be

designared by 4PS.

s
-
G W

3.1.3 A Coustruction Coordinator and an aleernace shall

17
I L 18 be designaced by SDGEE.
l [: 1o _§‘.1.4 An ppe.:"a:!.'ag Com1.§:¢g member and an altarnate
20 shall bs designaced by each Party.
i :; i 2 5.2 7The Administrative Representatives shall, among other
[
22 thiogs: 1
l l- 23 S<2.1 Provide liaison between the Fartiez at the vice
| 24 presidencial level.
w 25 5.2.2 Supervise generally the Constyuetion Director,
l 26 Construction Cooxrdinatoxr, and Operating Commictee,
-
h SWPL 2612 ~10-
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rL
l
L 1 and any other committee or vepresentative estsb-
l i 2 lished pursuant te the Project Agreements. .
l [ 3 5.2.3 Review, discuss and attempt to resolve all disputes
' 4 * vreferred to them by: (i) the Comstruction Director
l = s or the Construction Coordimator, (ii) the Operazing
L -5 Committee, or {iii) sny other committes or repre-
l . 7 sentative established by the Project Agreements.
._ 8 5.2.4 Reviev and approve, modify or otherwise act vpan
l [ 9 .ncmuatiau of the Project Manager, the Operatr-
l 10 ing Agent, or the Scheduling Agenr made pursuant to
“ 11 the Project Agreements.
l _ 12 5¢2.5 Approve budgets for Comstruction Work and Operating
b |13 Work,
14 5.2.6 Approve the Finsl Compleciom Report.

7
LA
ot
L7 ]

5.2.7 Approve all revicions of Appendicies A, F, I, and

16 , g
17 $:2.8 Perform such other ducies 33 way be designated in

L Wy

18 ' the Project Agreements.

5.3 The Construcciom Director and the Construction Coordinetor

— W,
8

shell joinrly, among other things:

5.3.1 Provide liaison detwvsen the Parties with Tegard to
22 Conetruction Work.

i 23 5.3.2 Perform such other dut'i.eo as may de decignated in

24 the Project Agreements or sssipned by the Admini-

. 25 strative Representativec.

St memn s

26 5.3.3 Provide for the development of procedpres for

N Ey = = i = .
4
-
|
=

SWPL 2613 ' -1-
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vritten notice thereof to the other Farty.

|
r—h

[
.l
W ® 9 0wV e W W

- -
~. 7
°

5.7 Each Party shall notify the other Party im writing proaptly
of any change of its designated representarives.

5.8 On the Date of Firm Operscion, control of the Arizona
Tranmission System shall transfer from the Construction
Director and Cou:f:;Ptlon Coordinrator to the Opazating
Committee.

5.9 The Construction mr.ector and Construction Coordivator
shall hive no responsibilicias or authority hersvmder fol-
Jowing the Adwinistrative Reprezentatives' approval of rhe
Final Coupletiocn ﬁaport. .

(]
-t

5.10 All matters pextaiming ro Construction Work, which smst be

-
[ ]

l, 13 referred to the Adminfstrative Representatives pursuant to
* ‘e the Project Agreements, shall be revieved by the Coostruc-

= s tica Director and Constructiom Coordinator befors such !
[

referral to the Administrative Rapresentativea.

-
r‘f. .
o

5.11 All matters pertaining ro Operaring Work, vhich wmust be

-
-

referred to the Adatnistrative 'lcp:enatativu parsuant to

L
"v-
o

the Project Agreements, shall de revisved by the Dperating

-
S
8 ¢

Covmictes bafore such refarral to Ehe Adminisztractive Repre-

. 21 sentatives. .

' w‘ 22 5.12 B'uher Adminferrative .Repreuuentxn may upon sufficient

l I-' 23 advance notice call weetings ss he deems necessary and .
- 2 : ohall ootify the other Aduinistrative Represencative inm

' v 28 writing and supply a written agends for such neetings. . The
-t 16 Aduivistrative Representativea or their designated alter—

l.

= SWPL 2614 | -3
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™ ]

followving components of the Arirons Transmiszsion Systea:

6.1, The Palo Verde Ternination.

-
—.

6.1:.2 The Palo Verde - Yuma 500%KV Line.
£.1.3 The Palo Verds - Yuma 500KV Line Teruinatics.

6.2 APS shall ovn a 66.7% undivided interest and SDGLE shall

._. -'-‘

oun a 33,33 undivided interest ss teumsnts in comaon in the
Yuma 300KV Breaker Yard,
6.3 SDCLE shall solely own the following components of the

Arizons Transmission System.

0 o 9 & v A W W

6.3.1 The Yuma = Border 3500kY Linz Termination.

- e N N me
r?r,

r..‘_. '—-,
a8

6.3.2 The Yuna = Border 500kV Lins.

)
-

-

6.4 APS shall solely ovn the Yusa Istercoonection Facilities.

A

-
nN

7. CONSTRUCTYON BIDGLT:

-
W

7.1 The iaftial budget in Appendix G 4s spproved, and upon

-
S

determination that the total astimated costs of consty uc-

tion excaed the most recently approved budget by 10X or

-
o

asil il ngll
&

mora, the Project Manager shall dsvelop a revised budgat

[

i

l : :: and sulmit it to the Administrative Representatives for
w 19 their approval, modificstion, or other action.

' ‘. 20 7.2 Tha inirial cash flov ts included in Appandiz #& and tha

' . 2 Construction Director shall develop and forvard to the Con-
w 22 struction Coordinator & revised cash flowv i{a similar form

' '_ 23 (1) on Septamdber 1 of each year duriag Constrnction Work,
s 24 and (11) within 30 days after a new bdudget $s approved.

I = 25 Such cash flow shall de divided by calendar months through

: 2 . the Schaduled Dare of Firm Oparation.

l - ve
SWPL 2615
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: 7.3 Revistons in the budget for Construction Work shall be

2 accompanied by supporting information vhenever:

3 7.3.1 The revision for any vork activity Category exceeds
‘ 110X of the previously approved budget for such

1 s vork activity category, or

6 7.2.2 The revision is due to a change in scope of any
21 vork activicy category.

g | © CONSTRUCTION woRx:

v 8.1 The Project Manager for the Arizona Transmission Systen

10 shall be APS.

i 8.2 SDCEZ hereby mppoints the Projact Managar as 1t agent, and
12 the Project Manager shall omdartske as SDGSE’s agent and ag
13 principal on its own bdehalf » t0 perform Construction Work
14 and to carty ocut the dutfes and responsibilities provided
15 haraunder to be performsd by it.

16 8.3 The Project Mansger shell: :

17 8.3.1 Submit any change in the dascription of the Arizona
18 =-F . Transmissinn System contained in Appendix 4,.tp the
19 Adadnistrative Representatives for their reviev and
20 approval, modification, or other actioa.
21 8.3.2 Prepare and fssus a quarterly progress report which
22 shall contain st least a _trcnd Teport, a Comstrue~
23 " tion Schedule, a foracast of expenditures, s report
2 of expenditures to date, and o Teport of comnstrue=-
26 tion prograss to date.

2 8.3.3 Ssutait any proposed change in the Scheduled Date of

=36~
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8.3.5

B.3.6

31307

8.3.8

8.3.9

Firm Operation to the Administratiwa Representa-
tives for approval,

Wich respect to all sspects of Comstruction Work,
subject to the provisions of Sections 5.2, 5.3,
8.4, =nd 8.7 negotiata and enter into any agreemant
for Construction tork, and purchase and procure

such equipment, spparatus, machinery, materials,

- tools, supplies #Nl sarvices as it may dees necap~

sary or useful for the performance and completion
of tha Construction Work from any mource or sources
1t may select, including SDGEE,

Obtain all right-of-way for the Arizona Transcis-
zion System in accordance with Appandices I and J.
Arrapge for placemeat of Comstruction Insurance
pursuant to Sectiom 20.1.

Datermine which contractors, 1f any, shall be
required to furnzsh’nny portion of the Construction
I—I}Sdf.lﬂst,. other insurance snd faithful perfornance
snd paysant bonds.

Assigt any insurer ia the !mnt!gat!nn..adjuumnt
and settlemsst of any loss or claim arising out of
Construetion Work.

Presant and prosecute clains sgainst insurers end
indemnitors providing Construction Insurtance or

fademnitimn in respect of auy lose of or danags to

any property of the Arfzona Transmission System or

SWPL 2617
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. liabflity of either Party to thiré parties covered

. by Construction Insurance or any indemnity agree-

3 benr, and to the extent that any such loss, damage

. or 1iadility is not covered by Construction Inguzr=

g ance or by any {ndesnity agreenent, present and .

6 Prosecuts claims against anmy parties who may be

2] - liable therefor. If the cost of Tepalr, replaca- '

M " ment oF correction of auch loss or dansge arising

9 out of a single incident or evest exceeds $100,000 .

10 or such other -noun: &s may be set by the Adming- f

1 StTative Rapresentativas, tha Project lManapar shall

12 oot sattle any claims with Tespect tbereto without i

13 the consent and approval of the Adainiscrative Rep~ -’

14 resentatives. )

15 8.3.10 Sudbjact to the provisions of ucttoz_: 21 aod excapt ﬂ

16 23 provided in this Sectton 8.3.10, ioveszigate, ’

19 adjust, defend snd gettle clains against either or II
ST P both Parties arising owt of or artributable to Com- N

19 stTuction Work, or the past or future parformance ] '

20 or pezperformance of the obligstions and duties of _TI

2 aither Party, iacluding the Project Manager, under

22 or pursuant to the Preject _Agrnnnn, including - jl

23 but not 11:1:;4 to any clais resulting from death |

24 or injury to persons or damage to pToperty, when J |

25 . said clajns are not covarad by valid and collecpi- j

2 ble Construction Insurance or other valid and col- ' I

h

-18- J l
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22
23
24

26

B8.3.21

8.3.12

lectible insurance carrted by eicher Party, and,
vhenever and to the extent varraated, present and
prosecute claims against any third party, iocluding
insurers, for any costs, losses and damages incur-
red in coonection with said claims. The Project

Mansger shall obtain the approval of the Admini-~

strative Represeatatives beforte any said claim or

combination of said claims against eithar or beth
Parties arising out of the same transaction or
incident $s settled for mora than $100,000 or such
other amount as may be set by the Administretive
Represantatives, unless tha antire macunt pf the
sectlenent in excess of sadd linit {s recovearadle
frvm an insurer providing Construction Insurance.
Execure, administer, perform and enforce all comn=
struction agreements in the nmame of the Project
Manager, scting as principal on itz own bdehalf and
&s sgent for SDGRE, im vhich the Parties shall have
undivided interests as tensnts in comson in propor-
tion to their Responsibility for Costs im the
Atizona Transaission s_yltu. snd furaish s copy of
eny such agreement to SDGAE upon Tequest.

Comply with or vith the approval of the Aduiniscea=
tive Represestarives, sdministratively or judicial-~
1y challenge ({) any and all laws applicadle zo the

performance of Construction Work, including witheur

SWPL 2619
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d
)
1 limitarion =11 applicadle laws, Tules, and Tegula- =
3 tions for protection of the health, safety and wel- i
3 fare of the public apd savironment and all applic- ;
4 able provisions of &ny vorkmen's compensstion daws; i
s #od {i1) che terms and conditions of any contract, -
6 rarmit or license Talating to the Arizoma Iransmig-
3 sion System.
8 8.3.13 Expend the Construction Funds in sceordance with
9 the ternzs and couditions of this Partic{pation
10 Agresmant.
1 8.3.14 Xeep and maintatn Tacords of montes received and
12 expeaded, oblipations incurred, credics accrued, .
13 estinstas of Construction Costs (excluding, subject
" to Section 17.3, ad valorem taxes or paymants ia *
18 1isu thareof and allowance for funds used during ' J
1% construction) and contracts entered 1ntg in the l
7 perforuance of Conatruction Work, and make such K |
) T records available for iaspection. and copying by .- - l
9 SUGLE at reasonadle times and placas. s
20 8.3.15 Not suffer anmy iiens ‘to ressin in effect unsatis~ __‘l
21 fied against the Avizons Traomaission Systen, other. _ I
22 than liens peraitrted under the Project AgTeements, -
2 liens for taxes or sssessmants not yet delinqunt.. '
2 diens for labor and materisl not Yet perfected, -
' 25 liens for workmen's compensation avards not yet .I
26 perfected, or undetarmined chorges or ltens inci- .
[
: [
SWPL 2620 o
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8.3.16

8.3.17

8.3.18

8.3.19

dental to the performance of Construction Work;
provided, however, that the Project Mansgar shall
ot be required to pay or discharge amy such lien
as long as it in good faich shall be contesting the
sane, vhich contest shall operste during the pen—
dency thereof to prevent the colleetion or enfarce—
ment of such lien se costasted.

Obtain or cause to be obtained nacessary construe-
tion permits, tewporary access rights aod other
licenses and approvals regquisite to the performance
and coz=pletion of Construction Work and initiation
of Operating Work.

Develop and negotiste such agreements sp shall be
required in order to interconnect at the Palo Verde
Svitchyard. Such agreements shall be spproved and
executed by thes Partiss. .
Upon its Request for Information, provida SDGLE
vith copies ¢f racords and 1nformatrion perraining
to tha parformamce of Construction Work. sm:\ﬁ:h-
standing any provisions in the Project Agreements
to the contrary, in the event that the faformstion "
requested 45 voluminous, the information shall ba
made available for f{nspection and copying at rea-
sonable tines and places.
Furnish SDGEE any assistance and information rea-

sonably requested and avatlable pertaining to the

SWPL 2621
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' construction of the Arfzons Transmission Systea.

2 8.3.20 Use its bes: efforrs in performing its responsibil-

3 {ties heraunder to complete Consrruetion Work by

4 the Scheduled Date of Fira Operation.

s 8.3.21 Reep SDGELE fully and prowptly advised of signifi-

" cant developments inm connection with the progreas,

v performance, cosz and complstion of Constructioen

N Work.

° 8.3.22 Prepare and deliver the Fimal Completion Report to

10 SDGEE as soon as practicable, but not later than

1 tuventy-four (24) months after the Date of Firm

12 Operation, unless such time is extended by the

i3 Adninfgtracive Rapresentatives.

14 8.3.23 Opon his fequest, provide each representative

15 established hereunder with records and information

16 for his use in perferming his responwibilicies

17 under the Projecr Agreenents.

18 8.3.24 Construct the Arizone Transmaission System so as to

19 comply with tha Project Agrasmants.

2 8.3.25 Conduct tests to verify that specified characteris-

21 tics of najor equipoent ftens have bean achieved
122 and, 1f necessary, make or cause to be nade those

23 final equipment wodifications necessary to meet the

24 ' spacified requirements.

25 8.3.26 Provide for and enforce any and all vatranties on

% tquipment, facilities, materfsls and ssrvices sold

-22=-
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8.3.27

8.3.28

8.3.29

8.3.30

8.3.31

to or furnished for the Arizona Transaission Systes.
Conduct suth environaental studies am the Admini~
stractive Representativer direct.

Approve all press releases concerning the construc—
tion of the Arizona Traosmission System before they
are released.

Have full respousibility and authority for employ-
ns' and organizing the personnel and staff required
to couplere the Construction Work.

Prepaxe recomyendstions covering matters to be
reviewed and acted upon by the Administrative
Reprasentatives or the Corstruction Director aud
the Construction Coordinstor.

Carry out the directives of the Admini{strative
Representatives vith respect to tha matters sat

forth in the Project Agresmants.

The Comstruction Director &€hall prapars and sudait the

following Iin a timely manner to the Construction Cosrdi-—

nator for reviev and approval, modification or otber actiom:

8.4.1

8.4,2

The bidding, purchasing, and changa nrd.gr groce—
duTes to be used by the Projact Hanagar for Con-
struction Woerk. .

The design parameters which dafine the opefating

characterfistics of the Arfzons Trausmission Systenm.

8.4.3 Any changes vith regard to matters descrided in

Sectiong B.4.)1, 8.4.2 and B8.4.5.

.
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18
19
20
21
a2
23
24

26

16 |

8.3

8.7

8.4.4 A bidders list for any request for bids on equip-
ment or services wvhich are anticipated to cest more
than $200,000 shall be submitted at least 15 days
prior to mailing to the bidders. The insulators,
tower zteel, conductoxs, 5D0kV breskers, and series
and shunt lins compensetion equipwent are s1] anc{-
cipated to cost more than $200,000. Upon recaiving
the Ibiddeu 1isct, the Coustruction Coordinator
shall hava 15 days to Tequest any changes in the
bidders list. After such time the bidders list
shall be deemed approved.

8.4,5 The bid evelustion procedure 2o ba used for each of
the equipaent and services listed in Secrion 8.4.4,

As soon as the design specifications are available for
towers, conductors, shield wires, insulators, breskers, and
series and shuat line cospensation, the Construction Direce
Lor shall forwayrd the respective design specifications to
the Constructiom Coordinator for review and comment,
Contrects avarded on a cost reizdurssdle basis shall
include mudit clauses providing for the right to audit by
the Project Manager.

The Project Managsr shall not enter into ecomstrucrion
contracts nor make commitments for equipment or msterisl
pr.ior to the Date of Approval withour the spproval of the
Authorized Representatives,

EDGLE shall provide to the extent possible all assistance

SWPL 2624
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required by the Projest Manager in performing fts oblige~

1
I L tions hereunder, and the Construction Director and Con-

2
L 3 struction Coordinator shall allecste SPGLE’s appropriate
I 4 costs to Construction Costs according to Accounting
_ L "8 Practice.
I . 6 8.9 SDGEE shall, withim sixty (60) days afrer this Participa-
L 7 tion Agresment becomes effective, submit co the Projece
I s Manager in writing any special requiremente it mey have
I L 9 regarding accounting, records, or infcmtia; so that 211
L 10 required records msy be mzintained in the ssme manner
| ‘11 throughout the construction of the Arizona Transmission
L; 12 System. The Project Manager shall use its best efforts to
13 sccommodace nsid speciasl requirements.
] " 1¢| 9. consTrocrION L1ATSON:
I L 15 9.1 SDCAE may, at its option and entirely st SDCLE expense, )
16 e30igu ome person to the project. The person assigned by
' k 17 SDGEZ shall be » working member of the project and shall:
' ' 18 5.1.1 Report to a member of the Comstruction Director's
li 19 - staff. .
l i 20 9.1.2 submit » monthly report of sctivities, findings,
. 21 eonzlusions and recommendations to the Construction
I ] 22 Director.
23 9.2.3 Follow the Project Mansger's rules and guidelines
| . 24 for conduct,
I - 2 9.1.4 Send the Censtruction Director copies of sll cor-
26 respondance with SDGRE.
»
I [ ~25-
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24

10.

9.1.5 Have access to a1l files and documents pertaining
to the Arizons Transmission System to the sane
extent as the Project Manager's engineers and
inspectors,

$.2 Upon vritten notice to SDGS4E, the Construction Director nay
require SDGLE to raplace the assigned person. The grounds
for such r-'plncennt shall be reasonable and shall be
clearly stated {n the motice. .

9.3 The Project Mansger shall furnish the necesssry office
naterials, services and facilities. long distance tele-
phoae costs of tha parson assigued by SDGAZ shall ba

charged to the Arizona Transmission System.
9.4 A project vehicle will ba assigned to the person aspigned
by SICEE for normal project activities. Transportation to
and from San Diege or for off duty use will not be provided

by the Project Mansger.

OPERATING AGENT:

10.1” The Opersting Agent for the Arizons Transmission Systewm

shall be APS.

10.2 SDGLE hereby sppoints the Opersting Agent as its sgent, and

the Opersting Agent shall undartake a8 SDGEE"» agsnt snd a». _

principal on its own behalf, to perform Opersting Work and
to carry out the duties and respontidbilities provided here-
under to be performed by it.

10.3 The Parties recognize that Salt River Project Agricultural

Iaprovement and Power Districe s the operating agent of

) a .4 ‘.Jl..-
el osm =mb

=286~
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the Palo Verde Svitchysrd and will operate the Palo Verde

1

I L 2 Termination pursuant to the proposed interconnection agree—
' 3 ment to ‘be executed between the Arizona Nuclear Power

I L 4 Project participants and the Parties.
L ‘g 10.4 The Oparating Agent shall:

I . 6 10.4.1 Prepare and subnit recommendstions to the Admini-
L' ’ _serative Representatives for their review and

l ’ s approval, modification or other actios with respect
L. ° to each of the following matters: '

10.4.1.1 The proposed Capital Improvements budget

| ]
L
e

and proposed operation and maintenance

—
~

budget pursuant to Sectiom 18.

10.4.1.2 The proposed form of vrittea statistical

[
[~ ]

and sdministrative reports, writtem bud-

-
&=

gets, and information and other similar

vt
w

records to be kept by the Operating Agent

vith respect to Operating Work,

10.4.2  Prepsre and submit the following in a tinely nznner :

S

to the Operating Committee for review and approval,

-
©

modification or ather sction:

w

10.4.2.1 The proposed outages of the Arizons Trans-

-
[ 3]
~

aission System for. scheduled maintenance.

. B
~
[ ]

23 10.4.2.2 A proposed written statement of operating

24 practices and procedures.

. M

s 10.4.2.3 Proposed procedures for acenunting for

EE SN TOEF EEE EE e =
8

- 2% transmission losses.

g -27-
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10.4,3

10.4 .4

10.4.5

10.4.6

10.4.7

10.4.2.4 Proposed procedures for dealing with
Operating Emergencies.
Perform Operating Work inw accordance with gener-
ally accepted practices in the electrie utilicy
industry as such practices usy be affected by the
design and operatienal tharacteristics of the
Arizons Trausmission System, the rights and ebli-
gations of the Parties under rhis Participation
Agreement, and any other special circumstances
offecting Opersting work. |
Contract for, furnish and obtain from ATy sources
it may select, including SDCE&Z, the services and
studies necessary to perform Operating Work pur—
susut to the Project Agreements. Contracts sward-
ed on & cast reivburssble basis shall include audic
clanses providing for the right to audit by the
Project Manager.
Execute snd enforce coutracts necessary to perferm
Operating Work,
Furnish and train the necessary personnel to per—
form Dperating work.
Conply with or with the approval of the Administra=
tive 'ne.preuntatives. administratively or judicial-

1y challenge (i) any and a1l lavs and regulations

- applicable to the performsnce of Operazing Work,

including all applicadle provisions of any work-

| .

A,

S
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‘ L men‘s compensation laws; and (ii) the terms and

m 2 conditions of any contract, permit or license

L 3 relating to the Arizona Transmission System,
' 4 10.4.8 Purchase and procure, through and frem any source

L. | s it way select, the equipment, spparatus, machip=-
' L P ery, toole, materials and supplies necessary to

9 i perform Operating Work pursusnt to the Projecet

bi . N

.. 9 10.4.9 Expend Operating Funds in accordance wvith the termg
' L 10 and condftions of this Participation Agreement.

10.4.10 Keep and wmaintain records of monies received and

L
.

12 expended, obligstions incurred, credits ecerved,
i 13 and contracts entered ioto im the performance of
V4
14 Opsrating Work and make such records available for

==
L
n

iaspection and copying by SDGLE at reasonsble times

and places.

=
r
o

10.4.11 Mot suffer any Iie'nu o remain in effect vnsatis-—

—
-~

fied against the Arizona Transmiseion System, other

—
o

than the liens permitted under the Project Agree-

.
[
L}

»ents, liens for taxes and assessmanta not yet

.

. .: K
[ 4
©

=

| N
»
]

[ ]
o

delinquent, liens for workmen's compensation

svarde, liens for lador and msterial mot yet per-

X 23 facted, or undetermined charges or liens inciden~
I 24 tal to the performance of Operating Work; provid-
Y 2 ¢d, however, that the Operating Agent shall net be
I - 26 required to pay or discharge any such lien as long

I SWPL 2629 )
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!
1 as it in good faith shall be contesting the seme,
2 vhich contest shall operste during :iu pendency
3 thereo!' to pravent the collection or enforcement of
4 such lien so contested. ;
s 10.4.12 Arvange for the placemenr and waintenance af Oper- .
6 sting Insurance pursuant to Ssction. 20.32.
? 10.4,13 _.Pru_ent and prosecute claims against {msurars and
8 indemnitors providing Operating Insurance or F
Y indemnities in respect of amy loss of or damage to |
10 any property of the Arizona Transmizsion System or p
31 liabilicy of sither Party to third parties covered ‘
lé by Operating Insurance or by sny indemnity agree-
13 ®=ent, and to the extest that ary such loss, damage u
14 “or llability is not covered by Operating Insvrance .
18 or by any indemnicy agrecment, present and prose- ‘
16 cute claims agsinst anmy parties who may be liable -
17 thersfor. If the cost of Tepair, replacement or -!l
13 correction of such loss or damaga arising out of a l\i
19 single incident or event exceeds $100,000 or such I.
20 ather amount as mey de set by the Aduinistrstive jl
21 Representatives, the Operating Agent shall noc o
22 seztle any claims vith respect therato without the -l.l
23 consent and approval of the Administrative Repre- j
2 ) sentatives. :!
26 10.4.14 Suvbjece tt.; the provisions of Section 21 and except il
26 as provided in this Seetion 10.4.14, investigate, "

=30~ : | ’ _l
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adjust, defend and sartle claims against either or

1
2 borh Psrties arising out of or attriburable to
3 Operating Vork, or the past or future performance
4 or nonperformance of the obligations and duties of
$ either Party, under or pursuant to this Participa~
é tion Agreement, inclpding but not limited to any
7 claim sesulting frow desth or injury to persons or
s demage to proparty, vhan said claims sre mot cov-
9 sred by'valid and collectible Oparating Insurance
10 or other valid and collectibla insurance carried by
1 eicher Party, and, vhenaver snd to the exteat ware
12 rented, presant and prosecute claims agsinst sny
13 third party, including insurers, for amy costs,
14 losses and damages incurred in connection with saigd
18 claims. Tha Operating Agent shall obtain tha
16 approval of the Administrative Representatives
17 before any said claim or combinatiom of said claims
18 ageinst sither or both Parties arising osut of the
19 same transactiom or imcidemt is settled for meore
20 than $100,000 or such other smount zs way be set by
21 the Administrative Representatives, unless the
22 entire amount of the settlement in excess of said
23 limit is recoverabla from an insurer providing
24 Operating Insurance.
25 10.4.15 Assist any insurer in the investigationr, sdjust-
2% ment and settlement of any loss or claim arising
~31-
SWPL 2631
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out of Operating Mark.

20.4.16 Keep SDGLE fully and promptly advised of naterial

2
3 ~ changes in conditiens or other material develop~
4 ments affecting the performance of Operating Work,
g and furnish copies of any notices givan or receiv-
6 © ed pursuant to the Project Agreements.
v 10.4.17_ Upon its Reguasr for Informstion, provide SDGLE
8 vith all writtes statistical and administretive
9 Teports, operating reports, writtes budgers,
10 aceount ing records and informstion and other
11 records relating to Operating Work which mey be
12 necessary for SIGEE to pexform its respomeibili-
13 ties under the Profect Agreements.
14 10.4.18 Upon its Request for Information, provide SDGSE, in
15 reasonable queatity, s copy or copies of any P |
16 report, record, list, budget, manusl, accounting or ;
Y |

billing summsty, classification of sccounts or

-
-4

=—p
[
-p

other documents or revisions of any of the afore-

19 said items pertinent to this Participation Agrae- :‘
20 pent, ;I
21 10.4.19 Prepare recommendations covering watters to be I
27 Teviewed and acted upen by .tha Adwinistrativa *
23 lepnnnﬁti'vu o7 the Operating Committes. I
24 10.4.20 Carry ocut the directives of the Adeinistrative ..
s Representatives and the Opersting Committes vith : I
26 Tespect to the matters set forth ing the Project

1%

SWPL 2632
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Agreements.

-—

10.4.21 Perform Opersring Work with the abjective of per~
mitting each Party to use under nomlnapcutiu
condizions ite share of Cepacity in the Arizons
Transmission System in 2 manner which will mop
unreasonably affect the operstion of tha Parties’
electric systems or the electric systems of intar-

connected third partieas. This Section 10.4.2)

PEE WX WY MR R

O ™ g & W s oW N

shsll nor be conscrued o ersata rights in or

benefit any third parey.

°

10.4,22 Defend title to the Arizona Tranemission System

held by tha Parcies,

RNl Ol wel ol ukl il sl bl N B o A R R

[ :: 10.5 SDGLE shall provide to the extent possidle 21l assisztance .
'. 14 required by the Operating Agent in parforming its obliga-
15 tions hereunder, and the Operating Cowmittee shall allo-
l 16 cate SDGSE's appropriste costs to Operating Costs according
17 to Accounting Practice.
I 8 10.6 Haterials, supplies and spare parts.required for maintain=
19 ing or msking emergancy repairs om the Arizona Tl'lnllil.liﬂn
' 20 Systen shall be taken from the Project Manager's inventor-
l 23 ies and the charpes for such equipment shall includa tha
2 Project Manager's normal warchouse loadings.
I 3 | 11. cowsTRucTION COSTS:
24 11,1 Construction Costs of the Arizona Transmission System 3hall
l s 25 include all payments mede and obligations incurred by the
i 26 Pro ject Manager for or in connection with Construction Work,
[ |

l ) SWPL 2633
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1 including, bot not limitad to, those costs specified in
2 Eection 11.2 and in Appendix D.
3 11.2 Conatruction Costs shall slse include all peyuwents made and
4 obligations incurred by the Project Wansger pursuant to the
5 Arisona - San Diego 500KV Interconmection Letrer of Under~
6 standing dated Novenber 22, 1978, including any amendments
Ty thereto. Such costs shall include an A & € loodi‘ng of 1% ]
8 - of Construction Costs as cslculated in Appendix D.1.13, ’
.9 booked vp to and including the sonth in which this Pertici- '
10 pation Agreemant becomes effective. Thereafter, the A & G F
13 loading on Construction Costs shall be the rate determined '
12 in Appendix E.9. “i
13 11.3 All Construction Costs, except as othervise specifically .
14 provided in this Participation Agreement, shall be shared ﬂ
15 by the Parties in proportion to their Responaibility for n
16 Costs specified in Appendix B,
17 11.4 A1l Construction Costs vhich cennot be alloeated to a 1‘
18 specific component or components of the Arizomna Tramswis-
19 sion System shall be shared by the Parties in proportion to J '
20 the wuaber of 500kV line milas and the percent ownership as J
21 ahov; ip the following exampla: . I
22 EXAMPLE: J I
23 The Palo Verde ~ Yuma SOOKV Ling = 118 Miles r
24 The Yuma - Border SD0KV Line - 6 Miles _ll
: . !
28 The AP5 Cost Allpcation = 11'1::1:' :.n’ = 10.47% J l
26
1

L
-

3%~

t
S

SWPL 2634
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SDGLE Cost Allocation = 118 Miles x B9Y ¢ 6 Miles x 1002 o
124 Miles

89.531

]

[ ]
™

11.5 The ct;lt of land, fencing, site preparstion and sl other
costs of constructing the Yuma Switchyard which are not
directly associated with a specific cowponent listed in
Appendix A.3.1 through A.3.4, shall be allocated betveen the
Parcies as follows:

APS - 66,72 SDGLE ~ 33,32
12. OPERATION AND MAINTENANCE COSTS:

Q 0 9 W A w W

—
=

12.1 Operstion and maintenance costs of the Arizona Tranmmission

System shall include all payments made and obligations

incurred by the Operating Agent for or i{n comnection with

-
~

N the performance of Operating Work, including ({) those coets

r
(™

of Operating Work specified in Appendix B, and (ii) those

—-—
LR
b
E
L]

costs specified in Section 17 to the extest any tax or pay-

b
W

meat in lieu thereof is levied against a Party {n dehslf of

—
'——
>

both Parties, and in Section 20.2 (excluding workmen's com—

-
-3

pensation expense for the Dperating Agent's emplovees):

E- EY
-t
o

provided, hovevar, thst Construction Costs and Capital

-
°

Improvement costs shall not ba included in operetion snd

zsintenance costs,

T ET
S

12.2 Cost of operation and maintensnce of the Arizons Transmia=

&

b 23 sion System shall Be shared in proportion to each Patty's
w

Responsibility for Costs as shown in Appendix B.

12.3 All Operating Costs which csnnot be sllocated to & specific

.
L

e g WGy gy oaw
‘.
»
=

\ 26 component ©r components of ths Arizona Transmission System

I* -
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|
] SDCAE at reasomable times and places its books and recerds i
2 necessary for SDCAE to audit or have audired such books and
3 records with respact to Comstrustion Work or Operating
4 Work. To the sxteot such audite reveal over or under g
’ s paymants by » Party an adjustment shall be made with the [
6 next Rsquest for Funds. [
;| 4. AmusnENr rox ramEwr of AcTrar comsTRocTION costs: '
s Within 30 days after apytwei. af the Pinal Completicn Report
9 pursuant to 5.2.6, cash adjustwents ahall be made between the
l10 Parties so that each itew of Construction Costs shall ba shared by
i1 each Party in proportion te its kupnlibﬂity' for Costs. Any .
12 Construction Cosze which shall de actridutadle to wmare than pae
13 coxzponent of the Arizona Transmission System shall be equitsbly
14 allocated by the Project Manager zo the components of the Arizona '
Is Transmisaion Syscem, subject to the reviev and appr:oval of the ""-
16 Construction Director and Construction camimtnr.g !
j7| 15. USE, SCREDULING, AWD LOSSES: i
18 15.1 For ruourc.c and travsmission planning and u;portln; !
19 purposes, the Parties shall be entitled to schedule Power m
20 and Enargy over the Arizona Tranmmission System for their e
21 respective sccounts st the Palo Verde Switehyard for deliv- l
2 ery to the Yuma Svitchyard, or at the Yuma Switchyard for )
23 delivery to the Pale Verde Switchyard, in the fnllovia‘ "I
2% percentrge of Rated Capability: _
28 15.1.3 APS = 11X ,I
2 15.1.2 SIGLE - 892 -_l

SWPL 2636 '
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v
-

15.2 For operating purposes, the Parties shall be entitled o

schedule Power and Energy over the Arizons Transmission®

System for their respective accounts a2 the Palo Verde

Switchyard for delivery to the Yuma Switchyard, or at the

Yuma Switchysard for delivery to the Pale Verde Switchyard,

-

°

in the folloving percentage of Operating Capability:
15.2.2 SDGEE - 892

LI I R Y S T v

15.3  SDCEE shell have the sole right to deliver Power and Energy

in either direction over the Yoma — Border 500KV Lina.

13.4 Tha Scheduling Agent for the Arizonas Yransmission Systen

shall be SDGEE. The Scheduling Agent shall:

-
| ]

15.4.1 Schedule all Pover and Energy deliveries over the

-
w

Arizona Transmission System.

[ ]
E 3

- v

15.4.2 Prepare snd sobmit tha proposed criteria for decer=

mining the Operating Capability of the Arizona

-
[ ]

Transmission System to the Administrative Represen—

-
=3

tatives for their reviaw and approval, modificationm

or other action. Such eritaria mhall rceopiie the

[
w

N T N R . e
« WTw W
o

necessity to maxinize the Opersting Capabiliry at

[~ |
-2

a1l times, consiatent with prudent electric utility'

practice, and shall zake -into sccount loop flows,

™
[ ]

equipment outages, emergency conditions and actual
24 operating experience.

25 15.6.3 At least two months before the Scheduled Date of

v oa s

2 Firm Operation, prepara and submit to the Operating

SWPL 2637
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10
1
12
13
14
15
16
19 15.3
18
19

a1
22

24

26

Committee for review, spproval, modificazion or
other action, the Proposed procedure for Pover and
Energy scheduling and accounting.

13.4.4 At least six months befors the Scheduled Date of
Firm Operation, and from time to time as requasted
by the Operating Committes, prepare and svbait to
the Opesating Committee for {es teview, approval,

'-ulifiu:icn or other actiom, tha prackices, proce—
dures and operating studies required to determine
the Operating Capabilicy. Such practices, proge-
dures and operating studies shall be developed pur~
suant to the eriteria approved pursuant to Section

. 13.4,2. |

13.4.3 Establish and make known on as hourly basis the
Operating Capsbility based on the procedures
approved pursuant to Sectionm 15.4.4.

Pover and Energy scheduled by the Parties over the Avizona

Tranemission Syatem between the Palo Vexde Switchysrd and

the Yuma Switchyazd shall be scheduled and comtrolled by the

Porties under practices and procedures approved by the .

Operating Committas. ’rhe Scheduling Agenz shall receive and

deliver or cause ;o be received and deliverad all Power and

Energy vhich a Party has scheduled for ite account (i) at

the Palo Verde Switchyard for delivery to the Yuma

Svitchyard and (ii) st the Yuma Switchyard for dalivery to

the Palo Verde Svitchyard; provided, hovever, that the

SWPL 2638
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15.6

quantity of Pewer and Energy se delivered shall not exceed

the Operating Capability.

The procedure for accounting for transmission losses in the

Arizons Transaission System shall be developed and approved

by the Operating Comeittae five mpaths prior to the Sched~-

uled Date of Firam Operation as follows:

15.6.12 A table of loas adjustmanta for actual Emergy

15.6.2

15.6.3

delivezies betvesn the Palo Verda Switchyard and tha
Yuma Switchyard 69kV billing meters uha:u be
approved by the Opsrating Committea prior to the
Date of Firm Operstion so that ner Epergy schedules
shall be made to reflect average lossas, taking imte
account the direction of actual Energy flows. Such
table 6f loss adjustasuts shall ba based on powar
flow studies conducted jointly by the P.:rtin and
shall take into accommt line, transforsar and shust
nacto;' losses. Losses shall be scheduled during
sinilar losd bours withiem ssven days zfter such
losses are imcurred.

For Energy accounting purposes the Atizons Trans—
missien System shall be within the SDGLE acceunting
area and APS shall schedule to SDGLE lozses based
upon actual flows of Power and Taergy at the Yuua

Swvictchyard 69kV matering point.

The table of transmission loss adjustments estab—

lished by the Parties shall be reviewed upon the

SWPL 2639
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10
T
12
13
)
s 15.8
16
17
18
19
20
21
22

23

15.9

3.10
4 1

25
26

request of either Party. Revisions to the zable
shall bs made only when Justified by changes in
electrical characteristics of the Arizcus Transmis-
5ion System, or vhen operating experience has dep-
onstrated that cthe loss adjustments are inzorrect.
At lemst five months befors the Schadnled Date of Firm
Operation the Operating Committee shall prepare aud submic
to the -Mn!n.tstn:.i.ve Representatives for thair revisw and
approval, wodificaticn or other action, a recocmended Rated
Capability. The criteria for determining such capabilicy
shall be based on the resulzs of enginsering stulies. Rated
Capabllity shall be raviawsd by the Oparating Commirvres fron
tins to time and approved by the Adwministrative Be,prll.a.tl—
tives.
Each Party shall have the nor~axclusive cight to use the
500kV portionm af the Yuma Svitchyard to transfer all Pover
and Energy scheduled on its shate of the Arizona Transais—
9ion System, as spacified in Sectivos 15.2, 25.2 and 15.3,
Either Party may, st i:s expense and upon entering {nto anm
Sgreenent vith the other Party, make fnterconnections to the
Yuma 500kV Rreaker Yard. Such agreement shall specify the
teres and conditions under which such interconnections may
be made.
All transactions between the P-ruu shall be deemed to take
plu:e 2t the Palo Verde .-nintton unless the Parties

orherwise agree. Upon nutual agreexent, the Parties nay use

SWPL 2640




Unofficial FERC-Generated PDF of 20050804-0094 Received by FERC OSEC 08/02/2005 in Docket#: ER05-1013-001

the Yums Swirchyard 69%XV metering point as a transacrion

point.

15.11 Phnned. outages of the Arizona Transwission System for nEin~
tenance, repairs, replacewents, installacion of equipment,
investigation or inspection shall de coordinated by the
Parties snd ba schedulad as far in advance as practicable.
Pleuned outeges of the Arizons Transmission Bystem shall be

scheduled by and have the approval of the Operating Commie-

)
-
LA IRV Y

tee. Such planned outages shall nor commence uwithout the

{..

prior approval of the Parties' load supervisors, resource

L%
[ ]
L

coordinators or schedulers as appropriate, which approval

' .
—
~

shall not bs unreasonsbly withheld,

15.12 Power flows over the Arizona Transsission Systen shall be

’

!-.
.t
W

measured by metering equipment at the Palo Verde Termination

-
- &

and the Yums Switchyard. Such metering equipment shall bde

maintained by, or csused to be maintzined by, the Opersting

Agenz.

15.13 The Operating Agent shall periodically calibrate and test °

Vam e
= W
o I

2ll meters installed pursuant to this Psrticipetion Agree—~

ment. In so doing, the Operating Agent shall follew the

.
8

21 practices and procedures approved by the Operating Commit—
I L 22 tee,
l L 23 15,16 Either Party may make non~firm use of unused Opexsting Capa~
24 bility in addition to its entitlement under Section 15.2 to
b le the extent .that unused Operating Capsdility is determined to
! 26| - be available by the Scheduling Agent; provided » however,
P,
&

L
[ SWPL 2641
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15.15

13.16

15.17

that neither Party shall have the right to sell to a third
party such non-firs use of ucused Operating Capabilicy.

A Party vhich sells Pover and Energy to a third party
requiring use of Operating Capability in axcess of itg
eotitlemant 1isted in Sectioo 15.2, shall pay a wheeling
charge to the other Paxty for usa of such Capacity ia axcass
of its entitlemant,

A Plxc’y making use of Opsrating Capability in excess of its
entitlemant pursuant to Seetion 15.2, shall imediataly
reduce such schedules to the extent required to accommodate
schadules of the nther Party and cparats within the Operat-
irng Capabdilicy.

An APS~SDGRE Cotmunicstion Agrecment shall be developed by
the Parties to provide for tha communication system vhich
vill be required to properly operate the Arizona Transais=-
sion System. Such agreensnt shall define the ovnership,
rights to use, allocation of costs, and the operation and

oaintenance of the communicatien equipment ,

16. OPERATING EMERSENCY: .

6.1

18.2

1f an Operating Imergancy occurs, ths Opsrating Agest shall
take all steps reasonsbly necessary to end the Operating
Ewergency, in sccordance with generally accepted practices
i1n the electric utility industry.

As soon as practicsble after an Oparsting Eaergency beging,
the Operating Agent shall advise SDGLE of its occurrenca and

nature, the steps teken or to be taken to end it, and an

~td

j S—
a

SWPL 2642

vy



Unofficial FERC-Generated PDF of 20050804-0094 Received by FERC OSEC 08/02/2005 in Docket#: ER05-1013-001

1

L
I ; eectimate of its durationm.
l L 3 16.3 The Operating Agent's costs incurred snd charged to mainte-
i} L 3 nance expease to repair, rescore, and reconstruct the Ar{-
I ' 4 2ona Transmission Systes shall be allocated to the Parties

L - 5 in proportion to thair Nasponsibility for Costs for the
I 6 components of the Arizons Transwisaion System being Tepair-
l L 9 sd, restorsd, or reconstructed. Costs incurred by the

L s Oparaging Agent for Capln_l Iaprovesents shall ba allocated
‘ 9 to the Parties in proportion to their Rasponsibiliry for

LI 10 Costs in tbe coxponents of the Arizoma Transmission System
. L 11 te which such Capital Improvemeats are made, znd the Oper—

' 12 ating Agent shall bill the Parties thersfor in accordance
L' i3 vith Section 13.

16.4 Afrer tha OCparating Energency emds, tha Oparating Agent

-t
&

shall submit to SDGLE a sunmary of the costs incurred to

L
t

repair, restore, reconstruct or make Capital Izprovenents,

l” -
—
[-

and such orher inforsatson as may be required by the Opay-

- P
-
-3

ating Committee.

.
-
[ ]

17. TAXES:

-
w

17.1 The Parties shall use their best efforts to hava any suthor—

ity levying any taxss, sssesimants, of paymseots in lieu

-
-

theraof, or making any valuations for the purpose of levying

~
[N ]

any taxas, ssvessnents, or psyments im lieu tbet;a!, on the

»
W

Arizons Transmlssion Systea, or amy interest or rights

AN

PEN Undb WAk W WE S Wl v
u .
[~ 4
o

therein, sssess then directly against the ovmership or bene-

26 ficilal intarest of each Party.

l SWPL 2643
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18.1
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18.2
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18.3

| 24 N
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-

17.2 A1} taxes, assesspents o payaeots in lieu thereof levied

szainst each Party's ownership or beneficial interast inm the

Arizooa Transmission Systep, except those taxes, aspessoents

‘" or paynsnts in liev thersof levied agsinst an fndividual

Party in bebalf of both Parties, shall be the sole responsi-
bility of the Party upon vhose ovnarship or beneficiml
interast they are levied.

If any property taxes or payments in lieu thereof or any
othar taxes or assessments are levisd or assessed {p a .
manner other than as specified In Sietian 17.1, the Adnini-
strative Representatives shall establish equitadie prac-

tices and procedures for their apportioument batvean thea

Parties.

318. BUDGETS AND CAYITAL IMFROVEMENTSS

At least five months before the Scheduled Date of Pirm Opl!'"

ation, avd no later than August 1 of each year thcreazur.

b
the Oyn::un; Agent shall pnpare and submit to the Admini-

s:u:ivq Reprucntutl.vol for thair Taviev and lpmnl the

—

proposed dudget for Opeut:lag wm: for the following ealen-

e Am o —— e

dar years,

p————

At lesst three months befors the Scheduled Date of Pirm

Operszion and mo latar than October ) of each year there-

after, the Adntntstrative hprg_nhnu- shall approve a
budgat for Operating Work for tha following calendar ear,

SDGEE shall supply any information the Operating Agent

requires from it to prepare tha proposed budgets.
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13
1
15
16
17
18
19

21
2

24

26

18.4

18.5

18.6

8.7

18.8

18.9

18.10

The Adninistracrive Representatives Ay st any time approve
revisions to the budget for Operating Work.

412 frf?oud expanditures for Capital Inprovements, includ-
ing & contingency sllowance for capital expenditurss £f
n:sucltne_d by an Operating Imergency, shall be tncluded in
the budget for Operating Wozrk. Aftu such budget has bun_
uppmed by tbe Aduinistrative Representatives, sach Party
-h-u bs obuntntl for the costs incurrad thereundar t;-
;roportion to its Responsibility for Costs. N
Al Capital Iaprovemeunts which are for the scle use or bene-
fit of one Party shall be owned and paid for by such Party.
The Oparatiang Agent shall submit to the Opatating Comnizres
amnually a forecast of cesh requiremeats by month for the
budget yaar for all cpenuu Work. Said formcast ahall In
subnitted annually withis JO days after final tudget approv—
als have been made. A revised forecast shall be subnitted
vhanever the budget for Operating Wozk is tevised and
approved, or vhenever significant changes in monthly expsn~
dizures fvon those previpusly forecast ars anticipated.

The Oparating Agent shall be raspousible for the design and
construction of all Capital Iuprovements.

Ihe cost of Capital Improvanasts vball be deteraiped in
aceordance with Appendix E.

Units of Property retired fron service shall be disposed of

by the Operating Agent on the best available terms as zoon

23 practicadle, and the proceeds, 1f any, recefved therefrom

ER05-1013-001
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I
. shell be credited or distributed to the Parzies iv propor- '
2 tion to their Responzidility for Costs associated vith sush i
3 units.. M
4 19. APPENDICES: .
s Appendices A through J. as they presently AppaaT or as they may be "
6 revised sre heredy pade a part of thip Participation Agreemant. *
51 zp. INSURARCE s j
: 20.1 Unless otherwise specified by the Adwinistrative laprasanta-
9 tives, during the parforeance of Construction Work the
10 Project Manager shall procure sad asintais in force, or
n cause to be procured and maintaimed inm foree, policies of
12 Construction Insurance of che following types:
13 20.1.1 Coumprehenszive bodily injury, personal injury aFd
e Proparty damage l1liabiliry insurance covering the
s Partien and contractors, including automobile lia-
16 bility, econczactual 11adiltcy, ovmers’ and contrac~
17 tors' protective liabilicy and 1iadiliry for ﬁ?o-
18 ducts and completsd oparations. :
19 20.1.2 411 Risk Builder’s Risk Insurance, covering the
20 Arizona Transaission System nd. Coastruction Work. L al
n’ ) Such insurance shall apply to all Comstruction Vork J
129 and to materials while in :i’anllt and vhile stored Jil
73 at the job site and chali afford coversge from the ..
2 beginning of Coostruction Work until the Final Cop- -]‘:'
25 pletion Neport §s filed. .
26 20.2.3 Al Risk Conttactor's Equipment Insurance, covering ‘Il
1

-4 B~

- 1
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l . owned, hired or furnfshed equipoent used In connec—

tion with the perforaance of Construcrion Work for
vhich the Parties are responsible.
20.1.4 raoployee Dishonesty Bond, covering employees of the
Pro ject Manager vhile engaged in Construction Work.
20.1.5 Uotimen’s Cowpensatiom and Employer's Lisbilicy
Iasursnce, including all etates endorsenent covering
e-pioyou of the Project Manager and ecostractors

angagad in tha performance of Construction Werk.

O 0 3 o h & W N

The Project Managar may st its optiom be & self-

. ==
-
a

fosurer in whole or ia part for vorkmen's compensa-—

tien for its ovn employees.

-
L
el

r 20.2 Unless othervise specified by the Administrative Representa—

ot
w

- tivas, the Operating Agent shall, om or bdefore the date of

-
o

firs operation of the first component of the Arizona Tranas~

]
.
I

sission Systea to be cempleted and during the perfornance of

]
‘—
S

Opersting Work, procure snd mainzain in force, or cause to

18 be procured and maintained in force, policles of Operating

]
-

Insurance for the Parties of the following typas:

20.2.1 Physical damage insurance, covering all facilities

__——
8

‘ 21 except transmiszion towers, conductors and ground
I L 2 vires. Coversgs for facflities at the Palo Verde
; 23 Ternination may include covarage for muclear contanm-
l h 24 ination. Excepted property may be covered at the
l . 25 opticn of the Dperating Agent.
‘ " 20.2.2 Comprehensive dodily injury, personal injury and

SWPL 2647
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. property dazage liability inmsurance, including

2 coverage for hazards of automobile 1iability, con-
5 tractual liadility, cwmers' and contractors protec—
A tive liabiliey and 21ab421ty foxr products amd com=
5 pleted operations.

: 20.2.3 Vorkmen’s Compensation and Znployer's Liabiliey

v Insurance, coveri'ng'enployeu of the Operating Agene
8 performing Operating Work, i{n a manner sufficient to
s satisfy spplicable statutory requirements. Tha

10 Opaxzating Agent may at its option be a self~insurer
1 in whole or in part for Vorkman's Compensation

12 coverage.

13 20.2.4 Employee Dishonsscy Bond covering cishonest or

e fraudulent scts committad by m?loyus_ of the Opar—
'8 ating Agent vhile perferming Dp.rnti.u. Wozk. =
1% 20.3 Exzespt for Project lnsurance descridbed in Sections 20.1.3,
19 20.1.4, 20.1.5, 20.2.3, snd 20.2.4 esch Party sball be a

i named insured, individuslly and Jointly with the other

- Party, on all Project Insurance, and the policies of ?roject
2 Insurance referred to {o Sectiozs 20.1.1 and 20.2.2 shall

21 include severadbility of interest provicions. _
22 20.4 _In 1isu of naning tha Parties insured in policies described
23 in Section 20.1.1, tha Project Vanager may reguire contrace
2% tors to procure ovners' protective liability coverage, nam-
25 ing the Parties insureds thcre!u_.

2% 20.5 Any deductidles or self-inspred retentions in Project Insur-

SWPL 2648
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20.6

20.7

20.8

ance shell ba apportioned between the Parties oa the basis
of the ownership in the respective components of the Arizona
irsnsmiseion System, except that the deductible or splf-
insured retention uuder anoy vorkmen's coupensation insurance
carriad for officers and smployses of the Project Manager
and Operating Agent shall be apportioned in the manner
specified in Section E.7 of Appendix E.

Esch Party sball hsve tha right to have any nortgeges,
trustee ar sscured parry nawmed om all or any of the Project
Insurance policies as loss psyes or additional inmsuzad as
its interest may appear, by notice to the Project Manager oy
Oparating Agent which shall specify the name or nsmes of
such mortgages, trustee or secured party and such additfozal
information as may ba necessary te parwit 1t to be included
on the policy(ies) of Project Imsurance.

The Project Manager or Operating Agent shall fnfnhh SDGLE
vith & certificate of esach Project lnsurance policy,
togather wvith a line sheet therefor (and any subsequent
amendoents) naming the insurers and undervritars and the
extent of their participstion. Said Froject Insuranca
policies are subject to the approval of SDGEE and shall not
be modiffed or changed by the frojee: Yanager or the Operat-
irg Agent without written approval of SDGEE, except for
ainor or {nsubstantial modificatioms or changes.

Esch of the Project Insurance policies shall be endorsed mo

as to provide thar 21l naued insureds shall be given the

SWPL 2649
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20.9

20.20

Samc advance notice of cancellstion or material thange as
that required to be given to the Project Manager or Operat-
ing Agent.

Project Insurance polici{es shall be primary insurance for
all purposes and shall be so endorsed. Any other {nsurance
carried by a Party individually shall not participare with
Project Insurance #s to sny loss or clain for which valid
and collsctible Project Insurance shall apply. Such otber
insurance shall apply solely a3 to the individual interest
of the Party esrrying such other insurance; provided, how-
aver, that such Party shall sccept any rassonable testric—
tive endorsement Io its separate insurance policies as nay
be required by an {nsurer as a conditien precedent to the
issuance of a policy of Project Insurance.

Rotwithstanding the provisions of Section 20.7, if the
Parties are unable to agree upon any matters relating tfo
Project lasurance, the Project Manager or Opersting Age:_nz.
pending the resolution of such disagreemant, shall procure
or cause to da procured, such policies »f Project Insurance
4s 13 its judgment are necessary to praotact rhe Parties

sgainst the fnsurable risks ser forth im Sectlons 20.1 and

¢0.2. During any period of megotiatious with an insurer, or’

other negotfarions which ara pending at the expiration of
coverage of a Project Insurance policy, or 1f a Troject
Insurance policy 1s cancelled, tbe Project Mansger or Oper—

aring Agent shall renev or bind policies as 8D epergency

SWPL 2650
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l ; measure oT may procure policies of Project Inmsurance which

are ideatical to these which were cancelled, or axy, to the

' : extent possidle, secure replacement policfes which will

' . provide substantlally ths ssme coversge as the policy expir-
L S ing or cancelled.

l L 6 21. LIARYLITY:
- 7 - 21.1 Exmcept for 1iadilfity resulting from Willful Action and

' £ s subject o the provisions of Sscties 21.3 and 21.4, neither
. p Party, its divectors, officexs, or employees, shall be liz-

l L.- 10 ble to the otber Party for any uninsured loss, damage,

claim, cost, charge, or expsnse of any kind or nature

resulting from Construction Work, Oparating Work, use or

o=

12 .
’ 13 owvnership of eithar Party's alectric system or the perfor~
* —.' 16 oance of nonparformance of the cbligaticns of a Party under
1 .
l L 18 this Participstion Agreenent, and esch Party rmleases snd

vaives any or all right of recovery agaimst the other Parcy,

its directors, officars and esployees frow any such

| ]
8

l B 2tabilfry.

21.2 Ixcept as provided in Sections 21.3 and 21.4, the costs snd

4o
-
9

expensea of discharging all Vork Liability fmposad upon

3

) either Party for vhich payssnt 13 sot made by Project
losuramce, shall be shared and paid for by both Parties in

[ o]
&

T
4

|- proportion to their respective Responsibility for Costs.
21.3 Each Party shall be responsible for sny direct, indirect, or

ot
(-

* 24
w 28 consequential damage, loss, claim, cost, charge, or expenss
l . ' 2% that is a0t covered by Project Insurance and results from
)
) -83= '
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i 28.6 If a dispute between the Parties should arise vnder the Pro-

2 Ject Agreements after the Date of Firm Operation coacerning

3 Capital Improvemants, tha Oparating Agent xhall delay making

4 such Capital Improvements until the dispute 1s settled, - =
"5 28.7 If » dispute between the Parties should ardige vnder the Pro- 'J

6 Ject Agrsements aftar the Date of Firm Operation, the Oper— i

7" ating Agent 1 authorized and obligated to take such action, -J

s consistent with the Project Agrnmin and generslly accept- f
9 od practice in tha alectric utility industry applicadle to .-:-.
10 300kY transmission facilities, as 4s DECESSArY OF appro— z_l ]
1 priste to repair end maintain cha Arizens Transwission

12 Systenm. g
13 28.8 The Project Manapar or the Operating Ageat shall give prior f
14 notice to the Parties of any action to ba takan pursuant to n
15 Sections 28.5 or 28.7. )
16 28.9 Aoy funds which are advanced by the Parzies to the Project I{g
19 Manager dguq the pendency of & dispute shall mot be sub~ :.
18 ject to refond except upon & final determination rhat the m
19 expenditures vers not made im a manner consistent with the ‘
20 Froject Agreements and genarally accaptad practice in the -‘]

' 21 electric utility industry as such practices relate to elec~ K

22 tric transalssion systems. ' -
23 29. ARBITRATION: . ; 13
2 29.1 If eitber Party shall call for sulission of a dispute to N
28 arbitration pursuant to Secrfom 28.%4, such requnt- shall be ) 's
2 binding upon the other Party. ; "')

—

SWPL 2652
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'
I L ‘ 29.2 The Party calling for arbitration shell give written motice |
L 3 to the othe? ?grty, secting forth in such notice in adequate
l L 3 detpil the nature of the dispute, the amount or amcunts, if
' 4 any, involved in such dispute, and the remedy sought by such
L 5 arbitration procesdings, and, within tventy (20) days from
l R : receipt of suth potice, the other Party may, by writtem
L " response, submit its ovm statament of the astier at issus
l L N and mat forth 42 adequate detail sdditional related matters
l o or issues to de ardirrated. Thersafter, tha Farty first
L 10 submitting its notice of the matter at issue shall have ten
l ‘ 1 (10) days aftexr recespt of the response in which to submiz »
L 12 vritten reduttal statement.
. |. i 29.3 Within !ort.y (40) dsys after delivery of the vritten notice
. 14 calling for arbitration pursusat to Secticn 29.2, the Par-
l L 5 ties shall meet for the pu:posi of selecting arbitrators.

‘ 16 Each Party shall designate an arbitrator. The arbitraters
" L 17 s0 selected shall veat within twventy (20) days after thelr
' L’ 18 selection and shall selsct one additional arbitrater. If

] 19 the arbitrators selected by the Parties shall fail to saslect
l o 20 such additienal arbitrator within sald cwenty (20) day per-
- 2 108, then they shall request from the Anerican Arbitration
l . 22 Amsociation (or & similar eorgenization 4f the American Arbi-
N 23 rration Association should met at the time exist) a lint of
l - 24 arbitrators vho are qualified snd eligidle to serve &8 here—
o 25 inafter previded. The arbitrators selected by the Parcies
l 2% shall take turns striking names froo that list aad the last
[ ) o

| n L ST
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)i

. nasg Tenaining on the list shall be the addftional arbitra-

5 tor. All arbitrators shall be persoms skilled and experi—

3 enced l.n the f£1e1d vhich gives rise to the dispute, and no

4 person xshall be eligible for appointment as an arbitrator

- who 1is or has been an officer or mloyn' of sither of the -

6 Partias to the dispute or 1s othervise interssted inp the ]

- matzer to be arbitrated.

8 29.4 Ixcapt ss othervise providad ia this SocF!un 29, the arbi- f

0 tration shall be governed by the rules apd practices of the

10 American ATditration Assocfation (or the rules and practice -F

i of s aimtlar organization if the American Arbirration Asso- F

12 ciation should not at that time exist) frow time to time ip

i3 force, except that 1f such rulas and practica, as modified 'ﬂ

14 herein, shall conflict with state or hde'nl lswz then in ]

15 force vhich are specifically spplicabla te such srbitratien ..

16 proceedings, such laws shall govarn. II

) 29.3 Inclwded ia the issues vhich may be subnitted to arbitration -

18 pursusnt to this Section 29 is the issue of whethar the : I.

19 right to arbitrate a particular dispute {s permizted under

20 the Froject Agreements. }l

23 29.6 The arbitrators shall hear evidence submitted by the respac~ ‘

22 tive Farties and xmay call for additional informstion, which - j '

2 sdditional information shall be furnished by the Party hav~ j

24 ing such information. Tha decision of a majority of the J_l

25 arbitrators shall be binding upon the Parties. l

26 29.7 The sward of the arbitrators shall contain findings relative s

L

—£2- - I
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- to the materiality of the defaule, the period of time within

-

-
_.. _.F.
e g B ow A W W

r
°

wvhich the defsulting Party sust resedy tha default or con-
pence yemedial ection, and the renedies which way be exer—
cissd by the non-defsulting Party 4m the eveant the default
is not remsdied vithin such pericd of tims.

29.8 This agreesent to arditrate shall be specifically enforee-
able, sod the svard snd findings of the arditraters shall be
£ins] and binding upon the Parties to the extent permitted
by applicable lav. Any avard may be filed with the clark of
any court having jurisdiction over the Party against wvhom

the avard {s rendered, and vpon such £1ling, such swazrd, teo

-
-

the extent paraitted by the laws of the jurisdiction in

-
»

vhich said award is filed, shall be gpecifically ecforceadle

or shall forn the basia of a declaratery judgment or othar

S

simflar reliaf,

,
-, T
-

29.%3 Tha fewus and expenses of the arbitrators shall be shared by

>

the Parties squally, unless the decision of the arbitrators

-
-

shall mpacify some othar apportiooment of such fees and

e a
-
-

expenses. All other cxpezses and costs of the arditrarion

-
o

I-an N
[ ]
(-]

stall be borne by the Party incurring the sama.

29.10 If either Party shall stiempt to carry out the provisions

A
(o4
"~

herein set forth in regard to arbitration, and such Party

l :23 shal] mot be sble to obtaim a valid and enforcesble arbitra-
o 2 tion decree, such Farty shall be entitled to seek legad

‘L, 25 remedies in tha courts havisg jurisdiction in the prezises,
: 26 and the proviaions of the Project Agreenents referring to

¥
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. decision of s board of arbitration, to the exrent allovable

5 by law, shall be then deened applicabls to £imal deciszions

3 of such courts. .
] 30. covERNRG Law: ‘

s This Participation Agreament shall de governed by and construed

6 and enforceable in accordance with the laws of the State of n?
;’. Arizoma. '

g | 31+ AUTHORIZATIONS AND APPROVALS 3 'f
s 31.1 =ach Party shall be responsibdle for obtaining, at 1its own

10 expenae, its required aucthorizations and approvals relating "
" te its participation 1n the construction of the Arizoas j
- Transmi{scsion System and to its performance of the provisioas

13 of this Participstion Agraeneat, from Faderal, state oz g ‘!
1a local regulatory authorities having jurisdiction te issue .
15 sutch autborizations aund npmul-n. and each Party shall kesp ]
16 the other informed of its appl_tcat!m therefor. Li'
17 31.2 The Project Manager shall uss ite best efforts to obtain the d
18 following prior to Mareh 1, 1982: j'
1 31.2.1 A Certificata »f Envirconontal Co-puubluty. for the e
2 Arizona Transuission System 4ssued by the Arizoma 1'
21 Corporation Commission. ]
s 31.2.2 Approval of ths Pinal Invironmentsl Statement for.' "l
23 the Arizona Transaission System by the U. S. Burean ]
2 of Land Managemest. l
2 31.3 SDGSE shall use 1ts best efforts to obtain the following lll
26 prior te March 1, 1982: 1

|

=64~ l
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L ’ 31.3.1 A Cestiffcate of Public Convenience and Necessity
l for the California Transmission System fssued by the
Caltfornia Publie Urilitdes Comiission.
31.3.2 Approval of the Tinal Envirompectal Statement for
the Californis Transuission System by the U. S.
Bureauy of lLand MHanagement.
31.4 The expenses incurred Im acquiring the items described in

Saction 31.2 shall be a part of Construction Costs.

L
.‘ - ... "F ’ . .
0 B w e W N

31.5 Within tem (10) days =ftar each approval im Secticos 31.2

aod 31.3 haz been issusd to tha raguessting Party, such Party

-
Qo

shall giva written motice to the other Party that it has

-
-

b

-

raceivad such approval and shall state whethar or not such

[
w

approval has conditions which are umacceptadls to it. With=

in ten (10) days of receiving the notice frea the first

-
&

it sl
z

Party, the second Party shall likewise give notice to the

first Party whather or not such approval has conditions

-
-]

vhich ars unacceptable to ite If am approval has conditions

-
-~

unaceeptable to aither Party, the Parties shall n.ko:iutn in

.. §

'
- ]

good faith terms and conditions to mitigate such umﬁcpt-

abls conditions; provided, howewsr, that no Party shall be

TN TN W T S U .
L |
p)
-
A

: 20
¢ - requited to sgree to amy term of conditicn vhich s unac-
.' i

2 ceptable to 1t.
!: 23 32, TFEES:

4 The Project Manager or Operating Agent shall not receive any fee
» 25 or profit hereunder.
. 26
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1
B ]l
\ 33, EAVIRDNM'ERTAL PRUGECTION: h
5 The Project Manager shell design and construct ths Arizoma Trans- ‘h
3 pission System in conformance with tha terms snd conditions of any
A contract, petmit, or license regquired for the coustruction of the 5
s Arizena Transmission Systenm. 5
6 34, DNCONIROLLABLE FORCES:
7 Ho Party shall be considered to be in default in the performance
s of any of its ohligations under the Project Agreements (other than
9 obligations of said Party to pay costs and expenses) whan a fail-
0 ure of perforasnce shall be due to &b uncosrrolladble forcsa. The
1 tarm “"uncontrolladble force® shall ba any cause beyond the control }
12 of the Party affescted, ivcluding but nmot restriceed to failure of
13 or threat of failure of facilities, flood, earthqueka, toraado, !
“' stomm, fire, lightaing, epidemic, war, riet, civil disturbance or !
is disobedfence, labor dispute, labor or msterial shortage, mabotage,
16 restraint by court ordaf or public suthority (vhether vzlid or .
17 invalid), and action or non—actfon by or inmability to obtain eor B
18 kesp the necussary authorizatimms or approvals fron luy'govermn-‘- _'
» tal agemty or authority, vhich by ezerciss of dus diligeace such
20 Party could not reasonably have been expected to avold and which ,l
3t bty exercise of dus didigence it -w be mnable to overcome. lt_' _I
22 is the fntent of the Parties that the principle of Ejusdum Generis )
a3 shall not be used as a limftation on the term “uncoptrollable ‘l
% force™ ip interpreting oF construing this Participation Agree~
28 pent. Rather the Parties intend & liberal interpretation of that l
%% ters, and accordingly intend that in questions of assunption of '
e [
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risk or contingoncies, whether foreseen or not, the presumpt ion

=™

shall de that ricks not explicitly assumed by = Party are oot
assuned by said Party 1f, is fact, they are uncontrollable even
vith foresight. Nothing contained herein shall be construed S0 as
‘to require a Party to settle any strike or labor dispute in which
it say be involved. BRitber Party rendered unsble to fulfill any
of its obligations under the Project Agreements by rmason of gn

uncoutrelladle foree shall give prompt wristen notics of such fact

-—
P " -F.‘ .
€O & 9.0 v b wWw N

to the other Party and shtall exercise due d{ligence to ranove such

inability with a1l reasonable dispatch. The term “Party” as used

in this Section 34 shall include the Project Mauager, Opersting

Agent and Scheduling Agent i thair capscities as such.

.-... s
. e
]
[

12
35. 3BINDINC OBLIGATIOXRS:
‘, 13 . e e
s 'a 33.1 A1l of the respectiva covenanrs end obligations of each of .
3 s the Parties set forth end contained in the Project Agrea~
*, 16 wents shall bind and shall be and become the respective
.L 7 covenants an‘d obligations of:
-P
L’ 1 33.1.1 Each such Party;
. 19 35.1.2 A1l mortgagess, trustees a'nd sscured partiss under

all present and future mortgages, indemturss and

S

K
~
=t

deeds of trust and sscurity agrassents which sre or
22 may becons » lien upon smy of the interasts of the

Parties iz the Arisoma Transmission Systes; provid-

N
(M

[‘ 24 ' ed, howvevar, that such covenants and obligstions
"y 2 shall become binding upon such parties only 2t the
:5 26 time of taking possession;

;

,-
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. 35.1.3 All recetvers, zssignees for the bdenefit of credi-
2 tors, bankruptcy trustees and referces of the Party;
) 35.1.4 4Al}l ozh;r persons, {ims, partoarships or corpora-
p tions claiming through or mnder any of the fore-
5 going; and
6 35.1.5 Any successors or azsigns of any of those mentioned
y in Sections 35.1.1 through 35.1.4.
N 35.2 Al of .tbu respective covemants and obdligations of sach of
» the Parties sec forth and contained 4n the Project Agres~
10 pents shall be covepants and obligations runaing with such
1 Party’s respsctive rights, titles and interasts in the Ari~
12 zons Transnission Systes and in, to and under the Project
3 dgreecents, snd shall be for the benefit of the respective
' rights, titlss and Intetests of the Parties and thair
18 respective successors and assigns, in and te the Arlzons
1 iransaission System. 1t 1s the spacific Intention of this
0 provizion that all such covenanta and obl?ution shall be
18 binding npon any party vhich sequires any of the rights,
19 titles and interests of sny such Party in the Arizoma Trans-
20 sission System or im, to aad wnder the PyoSect “rchg
{4 and that sll of the abova=descridbed persoos and groups shall
12 be obligated to use such Party's rights, titles and latern:. A
23 {n the Arizona Transuission System and/or in, to or under ‘
24 the Project Agreenents for the purpose of discharping its "I
28 covenants and obligations under the Projsct Agresments; "
26 except that iz the case of 2 psrrial assigmnent the ascignes -

-65~

SWPL 2660



Unofficial FERC-Generated PDF of 20050804-0094 Received by FERC OSEC 08/02/2005 in Docket#: ER05-1013-001

shall only be required to share in the cost of fultilling
the covenants and obligetions of the assigning Party in, to

and under the Project Agresments to an extent proportionate

or atiributadbles to such assigmpent.
36. RONDLDICATION OF FACILITIES:
The Parties do not intend to dedicate snd nothing in this Partici-
pation Agreement or tha Projuct Agrsements shall be comrstrued as
constituting a dedicazion by either Party of 1ts properties or

facllities, or asy part thereof, to the other Partj or to the

m
V o g 0 w e w W

customers of the other Party.

37. MORTCAGE AND TRARSFER OF INTEREST:

37.1 Each Party shall have the right teo wortgaga, craate or pto-

-
[ ]

r o e I s _— - h | _—
=

-
-

-

w

vide for s security intarest im or convey in trust all or 1

pare of its ownership chare in the Arizona Sransmission

-
L

-y
L )
L]

Systam, together vith an aqual interest in the Projectk

Agreenents, to & trustee of trustees under a deed of truse,

s
-
[ J

mortage or indenture oF to'a sacured party or parties under

- e
@

§ 8 security agreeneat, as security for its present or future

bonds sr other obligations or securitise, and £o any sucecas~

sozs or assigns thereof, wicthout reed for the ronsent of the

other Party and vithout such mortgages, tm:;- or securad

wd
N
-

. 22 party assuming of becooing in any respect obligated to peT>
} 173 foxs any of tbe obligations of the Parcy.

24 37.2 Aoy mortgages, trustee, or secured pATty under pressant or

¥ 25 future deeds of trust, mortgsges, indentures or security

Y U A e U T .
| ommarn |
heawrs

! 26 : sgreenents of either Party, and any successor or assignsee

v
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e
N - o

37.3

N = e e g e e e
O v ® 9 o0 W A W

37.4

[ 2]
-d

8

24
23
26

thereof, and any veceiver, referes or truztee in daskruptcy
or reorganization of either Party, and 40y successor by
action of law or othervise, and any purchaser, transferae or
assignee of sny of them way, withoot the consent of the
other Party, succeed to and scquire all the rights, titles
and Snterests of such Perty in the Arixoms ‘fnnn.tu&on Sys—
tem and the Projsct Agraenests, and muy taks ovar possession
of or forecloss upon said property, Tights, titles and
interasts of such Party, and ia such event shall assums and
be obligated fully to perform and géischarge all of gthe obli~
gations of such Party herevoder and under any other Project
Agreenant.

Except as provided in Sectiom 25, esch Party shull have the
Tight to transfer or assign all or part of its Rated Capa—
biliry in the Arizons Transaission Systenm, togethar with an
equal iaterest in the owvnership of the Arisoma Transaission
Systea and {n the Project Agreemants, to any petson, park—
nerskip, corporation, or govermmental eorporitloa oF agency

engaged in the generation, transmissfon or distributiom of

energy.

Ixcept as othervise provided im Secticns 37.1 and 37.2, any

successor to the rights, titles and interests of a Party in
the Arizona Transmizsion System, togethez with an equal
iaterest in the Project Agreements, shall assume and agree
fully to perform aod discharge all of the obligations here-

under of such Party, and such successor shall potify the
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other Party in vriting of such transfer, assignnent or mex-

ger, and shall furnizh svidence of such transfesr, assigment
o merger and thersupon shall be considerad to ba s Paxty in
the Arizona Transnission System and the transferring Parcy
shall thareupon, withour the consent of the other Party, be

relsased from all obligations undex tha Projact Agreements

-

sp sssumed and agreed to by such succasser.

38. CENERAL PROVISIONS GOVERRIKG PROJECT ACREDENTS:

v @& e v A W W

38.1 Tha Parties agree to negotiate In good faith and to procead

with diligence to obtain all of the Project Agreeneota be-

°

o= e

tveen the Parties and between the Parties and other entities.

L
-

38.2 Each Party agress, upoD Teguest by the other Parcy, to make,

-
[ 3]

r

execute and deliver any and all docurents reasonsbly requir—-

—:
w

ed to implewent this Participstion Agrsemsnt and tha Project

-
S

AgTeements .

-
w

38.3 Zach teru, covenant and condition of this Purzfciyuuon

-
-l

Agresment and the Project Agreenents is deexed to be an

Lo T
=~

independent term, covenant and condition, and the obligation

of each Party to perfora any or all of the terms, covenants

w
»
°

and condicions to be kept and performad by it is oot depan~

dent on ths performance by ths otber Party of any or all of

[
[

the teras, covenants and conditions to be kept and parformad

[ o4
LR

by them.

~
W«

38.4 1f any of che terms, covenants or conditions of this Parti-

»
P

T R W P wE Bl e .
-
o

cipation Agreenent or any of the Project Agreements, or the

'S
| ol
L

application of any such term, covenant or conditiom, shall

w
.-
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38.6

- - o = om -t
w » W M e o

38.7

8 v w 3 @&

21 as.8

22
23
24

26

be held invalid as to any person or circumstance by sny
court having jurisdiction in the presmises, all other terms,
covenants or conditions of such agreepents and their appli-
cation thall not be affected theraly, but shall remain in
force and affsct.

The Project Agreements shall be subject te f£4ling with, and
to such changes or sodifications as aay fron time to time be
directed by, coopstant regulatory autbority, If aay, <n the
exarcise of its jurisdiction. .

Except as otherwise specifically provided ia thia Participe-
tion Agreement or the Project Agresmentz, tha Parties do not
intend to creats rights in or to grant remedies to any third
party as & beneficiary of this Participstion Agreenant or
the Project AxTeeasuts or of anmy duty, covenant, obdligatien

or undertaking estadlished therain.

Any vajver at any time by any Party of its xights wigh
Tespect to & default or any othexr matter arising ia connec-
tion with this Participatfon Agresment or a Project Agree—
mgnt shall not be deeuwed a vaiver with respect to any subge~-
quent default or matter.

All costs or expenses, including all taxes that the Oparat-
ing Agent is reaquired to psy (but wot spacifically referred
to in otber sections of this Participation Agreement), which
are inturred by the Opersting Agent im connection wizh the
performance of its obligations under thiz Participation

Agreesent and vhich are not specifically allocated to the

ER05-1013-001

SWPL 2664

72~




Unofficial FERC-Generated PDF of 20050804-0094 Received by FERC OSEC 08/02/2005 in Docket#:

r

ER05-1013-001

W & U 00 v A W W

ol
® % & » & W W = O

19§ 39,

24
23
26

3B.9

3’.2

Parties in accordsnce with this Participstion Apreement
shall be equitably allocated among the Partiez in 2 wmanner
to be mutually agreed upon by both Parties.

Shonld a change in circumstances, scononic factors, or basie
tachnology cceur vhich results or way result in & subszan-
tial incresss or decrease in the bemafits to or expevines
incurred by s Party, including the Operating Apent, which
such change was not vithin the reasonadle contewplation of
the Parties at the tinme of the execution of this Participa-
tion Agreement, the Parties, including the Project Manager
or Operating Agent, shall nagotiste in good faith in order
that an appropriate and equitadle adjustment shall be n_nrlc
in the psyments to the Project Manager or Operating Agent
and in the allocation of expensza smong the Parties. Such
sdjustment shall be fair and equitable as to both the Pro-
ject Manager or Operating Agent and the other Party. Awny
dispute under this Section 38.9 zhall be subject to arhitea-

tion.

This Participstion Agreement shall become effective vhen
signed by the Parties and shall have ¢ tern of seventy (70)
years from its effective date unless terminsted esrlier
pursuant to Section 39,3 or 39.4,

This Participation Agresment supersedes and cancels the
Arizona ~ San Diego 500LV Intercomnection letter of

Understanding dated November 22, 1378,
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; 39.3 This Participation Agreement shall tarminate oo March 1,

3 1982 ynless the Parties have given writtem motics that aach

3 eertificate or approval im Sectioms 31.2 and 31.3 has been

4 1ssued without conditions which are unacceptadle to borh

1 Parties.

6 39.4 1If any certificate or approval in Sections 31.2 or 31.3 has

,' . been issued wicth conditions which are unacceptable to a

s Party and the Parties have been unable to agree within sixty

9 (60) days after such issuance to terms and conditiens to

10 mitigate the unacceprable conditions, then either Party may

1" give vritcen notice ta terminste this Participation Agree— !

12 sent. Thirty (30) days after such sotice o terminate, this

13 Participation Agreepent shall tearminste. ja!

14 39.5 Upon terzination of this Parcicipstion Agreesent, the Par— ﬂ

1S ties shall have no farther oblégarion to each other here~ 4

16 under except the following: .

v 39.5.1 Each Party shall be responsidle for its Respousibil- -

s ity for Costs incurred up to the date of termima- ‘—'

19 tion, and ;

20 39.5.2 Tha Projact Yanager or the Operating Agent shall . l

2 2all the property jo!lntly ovmad by tha Parties n|

22 pursuant to this Participation Agreamant for the -

7 naxioum Teasonadble value and the costs of such sale '.

24 and all incone, 1f any, derived therefrom shall be .I'

25 shared by the Parties in proportiom to their respec- . l

26 tive ownership interescs thersin. -‘l
J
{
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40. RELATIORSH1P OF THE PARTIES:

0 0 9 v A W W

- s > W
S W N = O

40.2

ol o @A -
B S & 3 & &

2]
22
23
24

26

40.1 The covenants, pbligarions and 1iabilities of the Parties

are intended to be sevaral and mot joint or collective and
nothing herein contained shall svar be construed to create
an associztion, joiat venturs, trust or parthership, or to
{upose a trust or partoership covenant, obligstion or lis~
dildty on or vith regard 2o aither of the Parties. Each
Party shall be individually responsible for its own cove-
nants, obligazions and 1iabiliries as herein provided.
Neicher shall be under the control of or shall be deemed o
control the other. Neither Party shsll be tbhe agent of or
have a Tight or povar t3 bhind the other without fts express
written consent, eacept as expressly provided im this Parti-
cipaticn Agrsemant.

The Parties hereby elect to be excluded from the application
of Subchapter "L" of Chapter 1 of Subtitle "A" of the Inter~
val Revenue Code of 1954, or such portion or portions there-
of as may be permitted or authoriszed by the Secretary _of the
Treasury or his delegate insofar ss such Subchapter, or any
portion or portions thersof, may be spplicadle to tha Par~ .
ties undar this hrtic!pattoi Agteenent.

/

T, e
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1 |41. EXECUTION: -.
2 IN WITNESS WHEREDF, the Parties have caused thia Participation ]
3 Agreesent to be executed and effective as of the 2‘!‘:‘ day
. %‘b -
6
1| AR A ™ ARIZONA PUBLIC SERVICE COMPANY
s c?k’/m;l_ .
oes: 6 -33-8/
9
10
11
’ SAN GO CGAS-& ELECTHIC
" ?n COMPARY
13 | : |
By AA1 .
Y] Chairman Df The Board
. snd Chief Executive Officer '
16 "
17 s
1 'l
19 3
20 l
l'ﬂ
21
22 | I
23 y
24 "l
25 l
26
I

-

26~
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-.- N e
s - - NRG Renew LLC
nrg. 5790 Fleet Street, Suite 200
g §
Carlsbad, CA 92008
(760) 710 2140

June 27, 2014 DELIVERED VIA EMAIL

Attn: Scott R. Swanson
Regulatory Contracts Advisor
Interconnections Development
Arizona Public Service
602-371-5069 Office
602-371-7084 Fax
Scott.swanson@aps.com

Regarding: NRG Solar Hyder | LLC, NRG Solar Hyder Il LLC, and NRG Solar Hyder Ili LLC (Q-58, Q-59,
Q-60) Solar Energy Large Generator Interconnection Requests, Notice to File Agreement
Unexecuted to FERC

Dear Mr. Swanson,

This letter is to inform you of our request to file the above-referenced Solar Energy Large Generator
Interconnection Agreements on an unexecuted basis with FERC. The reasoning for our request follows.

We request Arizona Public Service (“APS”) to file the interconnection agreements for NRG Solar Hyder |
LLC, NRG Solar Hyder Il LLC, and NRG Solar Hyder Ill LLC (collectively, “Hyder”) unexecuted with FERC,
so that FERC may resolve a disagreement between APS and the California Independent System
Operator, Inc. (“CAISO”) over whether APS’s or CAISO’s interconnection process should be followed for a
project to interconnect with a transmission substation jointly owned by APS, Imperial Irrigation District,
and San Diego Gas & Electric (in particular, on the Hassayampa — North Gila 500 kV line at the Qx 500 kv
Switchyard). Hyder’s parent company, NRG Renew LLC, has previously sponsored projects
interconnecting to the same substation, and used the APS process. Accordingly, Hyder dutifully
followed all requirements of the APS Large Generator Interconnection Procedures, and now seeks Large
Generator Interconnection Agreements. Now after having gone through the full APS interconnection
process, CAISO is suggesting that Hyder should start over again in the CAISO interconnection queue,
effectively requiring Hyder to go through two separate full interconnection processes in order to
interconnect to this substation. Hyder believes that CAISO’s request is unfair and unnecessary to ensure
safe and appropriate interconnection. Therefore, Hyder requests APS to file the subject Interconnection
Agreements with FERC on an unexecuted basis.



We appreciate your consideration regarding this matter, and please contact me if you have any
guestions.

Sincerely,

NRG Solar Hyder | LLC

Bviﬁu’a&w
Name: Rabdg“ t\,‘, ceole

Title: \ice fresiden

NRG Solar Hyder Il LLC

By: W
Name: Randall Hickek

Title: \ice frest Ae_v(t-

NRG Solar Hyder Il LLC

By: MM

Name: X
Title: Vice 9«.5‘\& cvf‘f_




CERTIFICATE OF SERVICE

| hereby certify that | have served the foregoing document upon the
parties listed on the official service list in the captioned proceeding, in
accordance with the requirements of Rule 2010 of the Commission’s Rules of
Practice and Procedure (18 C.F.R. § 385.2010).

Dated at Washington, D.C., this 21% day of August, 2014.

/s/ Michael Kunselman
Michael Kunselman




