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August 2, 2005

The Honorable Magalie R. Salas
Secretary

Federal Energy Regulatory Commission
888 First Street, N.E.

Washington, D.C. 20426

Re: California Independent System Operator Corporation
Docket Nos. ER05-1013-_

Dear Secretary Salas:

Enclosed please find the attached Amendment To Filing And Response Of
The California Independent System Operator Corporation To July 13, 2005
Deficiency Letter.

As directed in the Deficiency Letter, enclosed are six copies. In addition,
two copies of this filing are enclosed to be date-stamped and returned to our
messenger.

Thank you for your attention to this filing.
Yours truly,

/s/ Beth Ann Burns
Beth Ann Burns
Litigation Counsel

Counsel for the California Independent
System Operator Corporation

cc: Brian Dunn, Analyst, Division of Tariffs and Market Development -- West
Service List



UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

California Independent System Operator ) Docket No. ER05-1013-
Corporation )

AMENDMENT TO FILING AND RESPONSE OF
THE CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
TO JULY 13, 2005 DEFICIENCY LETTER

INTRODUCTION & BACKGROUND

On May 23, 2005, the California Independent System Operator Corporation
(“1SO”) and San Diego Gas & Electric Company (“SDG&E”) reached a settlement
agreement (“Settlement Agreement”) to resolve a number of matters in litigation
between the parties related to the Southwest Power Link (“SWPL").! As part of settling
these matters, the ISO and SDG&E entered into the SWPL Operations Agreement,
which contains operating requirements applicable to SWPL and provides on a going-
forward basis for the shares of SWPL owned by Arizona Public Service Company
(“APS”) and Imperial Irrigation District (“IID”) to be treated as non-ISO Controlled Grid,
for ISO charges to transactions on the portions of SWPL owned APS and IID (“APS/IID
SWPL Transactions”) to be eliminated, and for SDG&E to pay the ISO a Line Operator
Charge as compensation for the ISO’s expenses related to the administration of
SDG&E’s joint ownership of SWPL. On May 24, 2005, the ISO submitted the SWPL

Operations Agreement to the Commission for review in this docket pursuant to Section

! Capitalized terms not otherwise defined herein have the meanings set forth in the Master Definitions

Supplement, Appendix A to the ISO Tariff.



205 of the Federal Power Act (“FPA”").

On June 8, 2005, the 1ISO and SDG&E filed with the Commission an Offer of
Settlement in the ISO’s 2004 Grid Management Charge (“GMC”) proceeding (Docket
Nos. ER04-115-002, et al.) insofar as it relates to the reserved issue in that proceeding,
i.e., the application of the GMC to APS/IID SWPL Transactions. The SWPL Settlement
Agreement and Operations Agreement were provided as attachments to the Offer of
Settlement filed in that docket.

On July 13, 2005, the Commission issued a Deficiency Letter in this matter
requesting that the 1SO provide additional information in order for Commission Staff to
process the SWPL Operations Agreement filing. Specifically, the Deficiency Letter
seeks further explanation and cost support for two cost components of the SWPL
Operations Agreement — the Line Operator Charge and the 0.5% fixed percentage for
Transmission Losses.

The ISO submits this response to the Deficiency Letter and, pursuant to Section
205 of the FPA, requests that this response be treated as an amendment to the ISO’s
May 24, 2005 filing. In addition, the 1SO requests waiver of all remaining filing
requirements under Part 35 of the Commission's regulations, including the information
required by 18 C.F.R. 8§ 35.12(b). The agreement at issue in this proceeding is not like
a traditional cost-of-service rate schedule under which a public utility provides services
to parties unknown at the time of filing. The rates, terms and conditions set forth in the
agreement are the result of extensive negotiation by the parties. Accordingly, the
Commission should waive any remaining unfulfilled filing requirements of 18 C.F.R. 8

35.12 and accept the agreement.



I. RESPONSE TO DEFICIENCY LETTER

The SWPL Operations Agreement is part of a comprehensive settlement of
litigation pending in several forums related to the assessment of ISO charges to SDG&E
as the Scheduling Coordinator for APS/IID SWPL Transactions. The Line Operator
Charge and the transmission loss percentage, which are the subject of the Deficiency
Letter, are elements of that settlement. As such, they are the product of settlement
negotiations between the ISO and SDG&E. They should be considered by the
Commission in that context and accorded due weight as calculations that are mutually-
acceptable to the parties.

A. Line Operator Charge

As indicated in the 1SO’s initial filing in this matter, the SWPL Operations
Agreement provides for a new Line Operator Charge to be assessed to SDG&E to
compensate the ISO for its capital costs and operating expenses associated with the
administration of the joint ownership of SWPL for the benefit of all ISO customers. The
Line Operator Charge will be a total of $1 million for the years 2001 through 2004. For
the period from the Effective Date of the SWPL Operations Agreement (requested as
June 1, 2005) through 2010, the annual Line Operator Charge will be $1,577,000, and
will thereafter be evaluated annually and adjusted to reimburse the ISO for the
forecasted costs associated with such ownership, unless the parties mutually agree to a
multi-year calculation.?

The Deficiency Letter requests that the ISO provide the following additional

information to support the derivation of the Line Operator Charge:

2 See May 24, 2005 filing at p. 4; SWPL Operations Agreement Section 6 and Sch. 2.



Schedule 2 of the proposed SWPL Operations Agreement includes an annual

Line Operator Charge of $1,577,000 for the period from 2005 through 2010

which is intended to compensate the CAISO for its capital costs and operating

expenses associated with the administration of the joint ownership of the SWPL
for the benefit for all CAISO customers. However, no cost support detailing the
derivation of the Line Operator Charge was included in your submittal.

Accordingly, please provide cost support including all associated workpapers

detailing the derivation of the proposed Line Operator Charge. (at p. 1-2)

In response, the ISO will show that the proposed Line Operator Charge for the
period from 2005 through 2010 consists of two cost components that add together to
reach the total annual charge contained in the SWPL settlement of $1,577,000. Those
two cost components are GMC and Other Charges, and their derivation is shown on the
spreadsheet entitled “Line Operator Charge Calculation”, included as Attachment A to
this response.

The GMC component is based on total actual GMC related to APS/IID SWPL
Transactions in 2004 of $1,852,000, which is then adjusted to extend to these
transactions the 65% discount available through the 2004 Partial Offer of Settlement in
Docket No. ER04-115 that was approved by the Commission on February 2, 2005.
The 2004 Partial Offer of Settlement had resolved all outstanding issues, except for a
single reserved issue — the application of GMC to the APS/IID SWPL Transactions. On
June 8, 2005, the ISO and SDG&E filed an Offer of Settlement in that proceeding that
resolved that issue as well. The GMC component of the Line Operator Charge is
reduced in order to recognize the 65% discount applicable to certain GMC charge types
under the 2004 Partial Offer of Settlement. The GMC component is further adjusted by
reducing the GMC charge types that are based on uninstructed energy quantities to

reflect the level of transmission losses provided in the SWPL Participation Agreements,

as discussed in the next section of this response. This results in a GMC component of



$698,506.

The component for Other Charges represents ISO charge types for Summer
Reliability Agreements, Emissions and Start-Up Costs paid to Must Offer Units,
Minimum Load Cost Compensation paid to Must Offer Units, Real-Time Redispatch
costs associated with Intra-Zonal Congestion, and FERC fees. For the period from ISO
start-up (April 1, 1998) through December 31, 2004, these Other Charges accrued to
approximately $5.269 million on APS/IID SWPL Transactions. As part of the SWPL
Settlement Agreement, these Other Charges are refunded, and amortized for recovery
through the Line Operator Charge over a six-year period, from 2005 through 2010. This
amount amortized over six years equates to $878,000 per year.

The resulting Line Operator Charge, on an annual basis, is the sum of the
annualized value of the GMC component of $698,506 and the Other Charges of
$878,000, which total $1,577,000.

B. Transmission Losses

The ISO’s May 24, 2005 filing in this matter explained that the SWPL Operations
Agreement resolves a long-standing issue between the 1ISO and SDG&E related to the
calculation of Transmission Losses. Under Section 5 and Schedule 1 of the agreement,
the ISO, for calendar years 2005 through 2008, will apply a fixed percentage of
Transmission Losses of 0.5% to all APS/IID SWPL Transactions. Thereafter, the
parties will develop a procedure to implement the annual fixed loss calculation
percentage that takes into account actual Transmission Losses during the preceding
year, based on actual meter data at the I1SO Control Area boundary for

PaloVerde/Hassayampa, North Gila, and Imperial Valley.



In its Deficiency Letter, the Commission requests the following information
related to the Transmission Losses calculation:

Similarly, Schedule 1 of the proposed SWPL Operations Agreement includes a

Loss Calculation where the CAISO will apply a 0.5% fixed percentage for

Transmission Losses to all Arizona Public Service Company/Imperial Irrigation

District SWPL Transactions for the period from 2005 through 2008. However,

your submittal does not include any workpapers supporting the Loss Calculation.

Please provide workpapers detailing the derivation of the 0.5% fixed percentage

for Transmission Losses. (at p. 2).

As previously indicated, the Line Operator Charge and the Transmission Loss
percentage are elements of the SWPL Operations Agreement, which is part of a global
settlement between the 1ISO and SDG&E of a number of litigated matters and disputes
related to the assessment of ISO charges on APS/IID SWPL Transactions. The
calculation and application of the Line Operator Charge and Transmission Loss factor
result from the give-and-take negotiations that led to the overall settlement. The
Commission should find that they represent a fair and reasonable approach to resolving
long-standing issues.

Additional support and justification for the calculation of Transmission Losses in
the SWPL Operations Agreement is provided by SDG&E, in the letter attached to this
filing as Attachment B. SDG&E, as the majority-owner of the SWPL transmission line,
has actual Transmission Loss data for SWPL and other pertinent information related to
the determination of transmission losses under the SWPL co-ownership agreements
that is not in its entirety available to the ISO. Accordingly, for the purpose of responding
to the Commission’s Deficiency Letter, SDG&E has provided the information in

Attachment B, which discusses actual losses and anticipated changes affecting the

transfer capability, and/or operation of SWPL, which could reduce loss levels.



[l. Conclusion

For the foregoing reasons, the ISO submits this amendment to its filing and
response in support of the Line Operator Charge and Transmission Loss percentage.
In addition, the ISO requests waiver of all remaining filing requirements under Part 35 of
the Commission's regulations, including the information required by 18 C.F.R. §
35.12(b), and respectfully requests that the Commission expeditiously approve the
SWPL Operations Agreement, with an effective date of June 1, 2005 as requested in
the initial filing.

IV.  Service

A copy of this filing has been served upon all parties on the official service list for
the captioned docket. In addition, the ISO has posted this filing on the ISO Home Page.

As directed in the Deficiency Letter, enclosed for filing are six copies of each of
the following:

1) This amendment to the filing and response to the Deficiency Letter,

2) Attachment A — Line Operator Charge Calculation spreadsheet,

3) Attachment B -- SDG&E letter and supporting documentation,

4) Attachment C -- Notice of Filing suitable for publication in the Federal

Register, together with an electronic version of the Notice.



Please contact the undersigned with any questions.

Charles F. Robinson
General Counsel
Beth Ann Burns
Litigation Counsel
California Independent System
Operator Corporation
151 Blue Ravine Road
Folsom, CA 95630
Tel: (916) 351-4400
Fax: (916) 608-7296
bburns@caiso.com

Dated: August 2, 2005

Respectfully submitted,

/s/ Beth Ann Burns
Beth Ann Burns
Litigation Counsel

Kenneth G. Jaffee
Ronald E. Minsk

Swidler Berlin LLP

3000 K Street, N.W
Washington, D.C. 20007
Tel: (202) 424-7500
Fax: (202) 424-7647
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SWPL Operating Agreement- CONFIDENTIAL

Line Operator Charge Calculation

Grid Management Charge (based 2004 Partial Offer of Settlement)1 ,

Final SWPL
Total Amount | Discount Factor | Settlement
GMC Charge Type Billable Quantities Rate Invoiced Applied2 Amount
CT 4501 CRS- Peak - $ 106.833 | $ - 65.0% $ -
CT 4502 CRS- Off Peak - $ 70510 | § - 65.0% $ -
CT 4503 CRS-Energy Export 2,137,783 | $ 0428 | § 914,330 65.0% $ 320,015
CT 4504 CRS-Mohave Exports - $ 0.268 | $ - 65.0% $ -
CT 4505 ETS-NE 2,137,783 | $ 0.338 I $ 722,357 65.0% $ 252,825
CT 4506 ETS-UE 95,132 | § 0712 | $ 67,734 62.5% $ 25,400
CT 4511 FS 51,194 | § 1179 | § 60,332 0.0% $ 60,332
CT 4512 FS InterSC trades - $ 0.589 | $ - 0.0% $ -
CT 4513 PGAB InterSC trades - $ 0455 | $ - 0.0% $ -
CT 4522 CONG 25,808 | § 0204 | $ 5,273 0.0% $ 5,273
CT 4534/4535/4536 MU 95,132 | § 0.803 | 9% 76,429 62.5% $ 28,661
CT 4575 SMCR 121§ 500.000 | $ 6,000 0.0% $ 6,000
Total $ 1,852,455 $ = 698,506

1. The applicable rates are those from the Partial Offer of Settlement in ER04-115-000 filed July 29, 2004 and approved by FERC February 2, 2005 (110 FERC 61,090).
2. 65% discount based on terms from the 2004 Partial Offer of Settlement and 62.5% discount factor based transmission losses at the existing transmission contract

value vs. the ISO's calculated value.

Other Charges

Amount
Invoiced & to
be Refunded

Charge Description Effective Date (million)
Summer Reliability Agreements | 1/2001 to 12/2003 $0.644
Emissions/Start-up | 1/2001 to 12/31/2004 $0.076
Min Load Cost Compensation | 1/2001 to 12/31/2004 | $2.090|
Real Time Redispatch| 2000 to 12/31/2004 $2.235
FERC Fee | 2001 to 12/31/2004 $0.224
Total® . $5.269

3 To be amortized over six (6) years per SWPL Settlement Agreement, thus $5.269/6 = $878,200 per year.

Line Operator Charge (LOC)

Charges Total Amount Anmfa.l Loc

(million)
GMC $0.698 $0.6985
Other Charges® $5.269 $0.8782
Total $1.577
JDG/CR

August 2, 2005
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E. Gregory Barnes
Attorney

SDGF

m Enum Tek (619) 699-5MF
A g Fax: (619) 699-5027

gharnes@sempra.com

100 Ash Street
San Diego, CA 92100

August 2 2005
Via E-Mail

Beth Ann Burns

California Independent System Operator Corporation
151 Blue Ravine Road

Folsom, CA 95630

BBurns(@caiso.com

Re: FERC Docket No. ER05-1013-000
Dear Ms. Burns:

The Commission’s July 13 deficiency letter in the above matter includes a request to
support the 0.5% fixed percentage for transmission losses in Schedule 1 of the SWPL
Operations Agreement. You and I have agreed that much of the information sought by
this portion of the July 13 letter is within the knowledge of SDG&E. Accordingly, I
attach the following information responsive to the letter:

A narrative describing the derivation of the 0.5% loss factor in Schedule 1;

Attachment A — SDG&E/IID SWPL Participation Agreement (the “California
Agreement”);

Attachment B — SDG&E/APS SWPL Participation Agreement (the “Arizona
Agreement”); and

Attachment C — letter agreement re SWPL loss calculation.
I understand you will include this information in the ISO’s response to the July 13 letter.
E. gory Barpés

Attachments



SUPPORT FOR SCHEDULE 1

The Commission’s letter requests workpapers detailing the derivation of the 0.5%
fixed percentage for Transmission Losses set forth in schedule 1 of the Agreement. This
transmission loss figure is a negotiated number based on the following considerations:

(1) actual losses as determined pursuant to the SWPL Agreements’ governing
joint ownership and operation of the line. The aim is to have consistency over time
between 1SO charges for losses for the subject SWPL schedules and losses reimbursed to
SDG&E by APS and 11D under the SWPL Agreements. We attach the following to show
how the transmission losses are derived under the SWPL Agreements:

Attachment A: California Agreement (voluminous appendices omitted).
Attachment B: Arizona Agreement (voluminous appendices omitted).
Attachment C: letter agreement dated April 27, 2000, containing loss coefficients,
methodology and algorithm for computing losses under the SWPL Agreements.

(2) There are very recent and anticipated changes affecting the transfer
capability, and/or operation of SWPL, which could affect actual losses on SWPL. Such
changes include:

(a) in mid-May of this year, a new transformer began operation at the North Gila

substation.

(b) June 2005 completion of Miguel-Mission #2 line will render SWPL historical

loss values inaccurate. The 1SO will no longer severely decrement the greater

than 1,000MW of generation at Imperial Valley to limit congestion. The

! See Sections 14.6 of the California Agreement, and 15.6 of the Arizona Agreement.
These agreements, filed with the Commission in Docket Nos. ER94-315 and ER94-336,
are Attachments A and B to this response. All words with initial capitalization herein are
used as defined in the SWPL Operations Agreement unless otherwise indicated.



generation output splits at IV and flows in both directions on SWPL. The counter

flow back to Palo Verde will reduce losses for APS and IID.

(c) the future upgrade of Path 49, anticipated for 3Q 2006, which should increase

SWPL transfer capability

For the short run, the fixed settlement value of 0.5% should be in the general area
of actual future levels. Per Schedule 1, the settlement switches to actual computed values
in 2009, at which time we expect to have a reasonable operational history on an upgraded
system. This is consistent with the practice under the SWPL Agreements,? and should
insure consistency in the long run between ISO loss charges under the SWPL Operations
Agreement and losses reimbursed by APS and 11D under the SWPL Agreements.

(3) While Schedule 1 is premised on the foregoing considerations, bear in mind
that the SWPL Operations Agreement is part of a comprehensive settlement of litigation
pending in several forums wherein SDG&E challenged the 1SO’s authority to charge
SDG&E for energy schedules on the APS/IID SWPL Shares.® Thus, the charge in
Schedule 1 is the product of settlement negotiations between the 1SO and SDG&E, and is
not precedential. Also, this charge, and the SWPL Operations Agreement, does not affect
the rights and obligations among the SWPL Participants under the SWPL Agreements,
nor does it confer any rights on the 1SO with respect to losses supplied to SDG&E under

the SWPL Agreements (see, SWPL Operations Agreement sections 5.2 and 12.9).

% The SWPL Agreements provide that parties may request for changes in the loss
calculation for changes in the electrical characteristics of the system or as indicated by
operating experience. California Agreement, section 14.6.3; Arizona Agreement section
15.6.3.

® The other portion of this settlement currently before the Commission is the Offer of
Settlement in Docket Nos. ER04-115, et al., which provides for certain refunds, and
which the presiding judge recently certified to the Commission as uncontested.



Because the I1SO is not a party to the SWPL Agreements, the portion of this
response providing support for Schedule 1 is based on information provided by San

Diego Gas & Electric Company.
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IMPERIAL IRRIGATION DISTRICT
AND
SAN DIEGO GAS & ELECTRIC COMPANY
CALIFORNIA TRANSMISSION SYSTEM
PARTICIPATION AGREEMENT

PARTIES:

11

The Parties to this Participation Agreement are Imperial Irrigation District, an
irrigation district organized and operating under the laws of the state of California,
hereinafter called "I11D," and SAN DIEGO GAS & ELECTRIC COMPANY, a
California corporation hereinafter called "SDG&E," which are individually referred
to and collectively as "Parties."

RECITALS:

2.1
2.2

2.3

2.4

2.5

2.6

2.7

2.8

This agreement is made with reference to the following facts, among others:

APS and SDG&E entered into the Arizona Transmission System Participation
Agreement on June 24, 1981.

Subsequent to execution of the Arizona Transmission System Participation
Agreement, 11D expressed an interest in owning a portion of the Arizona
Transmission System and a portion of the California Transmission System.

The Parties recognize that there are mutual benefits, which result from cooperation
and coordination in jointly planning, licensing, engineering, constructing, owning and
operating a transmission system as compared with doing so separately.

The Parties intend to enter into a separate agreement entitled the Arizona
Transmission System Assignment of Interests in order for SDG&E to assign a portion
of its ownership interest in the Arizona Transmission System to IID. By letter of
March 31, 1983, APS waived its right of first refusal, described in Section 25 of the
Arizona Transmission System Participation Agreement, to assignment by SDG&E of
an ownership interest in the Arizona Transmission System to 11D, which is attached to
the Assignment as Appendix A.

The electrical systems of the Parties will be interconnected by the transmission line
constructed pursuant to this Participation Agreement and the Parties intend to enter
into a separate agreement entitled the Interconnection and Exchange Agreement, to
govern the exchange of Power and Energy.

SDG&E desires to build a substation in Imperial Valley, which will provide SDG&E,
access to eastern coal power and several geothermal projects, which are planned, or
under development in the Imperial Valley.

The Parties desire to enter into this agreement in order to jointly construct, own, and
operate the California Transmission System and share in the costs and benefits
thereof.



AGREEMENT:
3.1  The Parties agree as follows:

DEFINITIONS:
The following terms when used herein shall have the meanings specified:

4.1  Accounting Practice: Generally accepted accounting principles, in accordance with
FERC Accounts.

4.2 Administrative Representative: The representative designated by each Party pursuant
to Section 5.1.1.

4.3  Appendix: Art Appendix to this Participation Agreement, unless otherwise stated.

4.4  Arizona Transmission System: That portion of the Miguel Substation to Palo Verde
Switchyard 500KY line, which is within the state of Arizona.

4.5  California Transmission System: The transmission system described in Appendix A.

4.6  Capacity: Electrical rating expressed in megawatts (MW) or megavolt-
amperes (MVA).

4.7  Capital Improvements: Any Units of Property, land or and rights which are added
to the California Transmission System, the betterment of land and land rights or
the enlargement or betterment of any Units of Property constituting a part of the
California Transmission System, and the replacement of any Units of Property for
other Units of Property or the replacement of land or land rights constituting a part
oft he California Transmission System, irrespective of whether such replacement
constitutes an enlargement or betterment of that which it replaces, which additions,
betterment’s, enlargements, and replacements in accordance with Accounting
Practice would be capitalized.

4.8 Construction Coordinator: The representative designated by 11D pursuant to
Section 5.1.3.

4.9  Construction Costs: The costs of constructing the California Transmission System,
as described in Section 10.

4.10 Construction Director: The representative designated by SDG&E pursuant to
Section 5.1.2.

4.11 Construction Funds: Monies advanced to the Project Manager on behalf of the
Parties in accordance with this Participation Agreement.

4.12  Construction Insurance: Policies of insurance relating to the California
Transmission System during the construction thereof as provided in Section 19.1.

4.13 Construction Schedule: The schedule of Construction Work as set forth in
Appendix C, or as revised pursuant to Sections 8.3.2 or 8.3.3.



4.14

4.15

4.16
4.17

4.18

4.19
4.20

4.21

4.22

4.23

4.24

4.25

4.26

4.27

Construction Work: All work undertaken by the Project Manager pursuant to
Section 8, including but not limited to, all engineering, design, construction,
contract preparation, purchasing, supervision, expediting, accounting, inspection,
testing and the placing in service of the California Transmission System.

Date of Firm Operation: The first day on which deliveries of Power and Energy
may be scheduled on a firm basis over the California Transmission System as
designated by the Construction Director and the Construction Coordinator.

Energy: Megawatt-hour (MWH).

FERC Accounts: The Federal Energy Regulatory Com-mission's "Uniform System
of Accounts Prescribed for Public Utilities and Licensees (Class A and Class B),"”
in effect as of the date of this Participation Agreement, and as such system of
accounts may be in effect from time to time. References in this Participation
Agreement to any specific FERC Account number shall mean the FERC Account
number in effect as of the effective date of this Participation Agreement or any
successor FERC Account.

Final Completion Report: A complete summary of Construction Costs, including
surplus equipment disposal, a description of the California Transmission System as
constructed and a summary of each Party's contributions to Construction Costs.

Operating Agent: The Party responsible for the performance of Operating Work.

Operating Capability: The capability of the California Transmission System to
transmit Power and Energy scheduled by the Parties in each direction between the
Yuma Switchyard and the Imperial Valley Switchyard.

Operation Committee: The committee established pursuant to Section 5.1.4.
Operating Costs: The costs of performing Operating Work.

Operating Emergency: An unplanned event or circumstance caused by the failure
or threat of failure of the California Transmission System facilities which reduces
or may reduce the Operating Capability of the California Transmission System.

Operating Funds: Monies advanced to the Operating Agent on behalf of the Parties
in accordance with this Participation Agreement.

Operating Insurance: Policies of insurance relating to the California Transmission
System to be procured and maintained as provided in Section 19.2.

Operating Work: All work undertaken by the Operating Agent or the Scheduling
Agent pursuant to Project Agreements, including but not limited to, all
engineering, contract preparation, purchasing, repair, supervision, training,
maintaining, expediting, inspection, testing, protection, facility operation,
retirement, use, management, and making Capital Improvements to and for the
California Transmission System.

Palo Verde Switchyard: The high voltage switchyard which is associated with the
Palo Verde Nuclear Generating Station located west of Phoenix, Arizona.



4.28

4.29
4.30

431
4.32
4.33

4.34

4.35

4.36

4.37

4.38

4.39
4.40

441

Participation Agreement: This agreement titled "Imperial Irrigation District and
San Diego Gas & Electric Company California Transmission System Participation
Agreement."

Power: Megawatts (MW).

Project Agreements: This Participation Agreement and any agreement entered into
by the Project Manager in connection with the performance of Construction Work,
and any other agreement which the Parties agree to designated as a Project
Agreement, as such agreements are originally executed or as they may thereafter
be supplemented or amended.

Project Insurance: Construction Insurance and Operating Insurance.
Project Manager: The Party responsible for the performance of Construction Work.

Rated Capability: The transfer capability for resource and transmission planning
and reporting purposes of the California Transmission System in either direction
between the Yuma Switchyard and the Imperial Valley Switchyard, expressed in
megawatts and determined in accordance with Section 14.7.

Request for Funds: The written request of the Project Manager or Operating Agent
for funds required for Construction Work or Operating Work.

Request for Information: A request made in writing by one Party upon another
Party, specifying the records, documentation or information for which the request
is made.

Responsibility for Costs: The percentage of financial liability of each Party for
costs of Construction Work and Operating Work for each component of the
California Transmission System, which is the same as the percentage ownership
established in Section 6.

Scheduled Date of Firm Operation: The target Date of Firm Operation contained in
Appendix C or its most recent revision.

Scheduling Agent: The Party responsible for scheduling Power and Energy
deliveries over the California Transmission System pursuant to Section 14.4.

Section: A Section of this Participation Agreement, unless otherwise stated.

Units of Property: Units of property as described in the Federal Energy Regulatory
Commission's "List of Units of Property for Use in Connection with Uniform
System of Accounts Prescribed for Public Utilities and Licensees" in effect as of
the date of this Participation Agreement, and as such list may be amended from
time to time.

Willful Action: Action taken or not taken by a Party at the direction of its
directors, members of its governing bodies or officers affecting its performance
under this Participation Agreement, which action:

441.1 Is knowingly or intentionally taken or not taken with conscious
indifference to the consequences thereof or with intent that injury or
damage would result or would probably result therefrom;



4.42

4.41.2 Has been determined by final arbitration award or final judgment or
judicial decree to be a breach of contract under this Participation
Agreement and which occurs or continues beyond the time specified in
such arbitration award or judgment or judicial decree for curing such
default or, if no time to cure is specified therein, occurs or continues
thereafter beyond a reasonable time to cure such default;

4413 Is knowingly or intentionally taken or not taken with knowledge that
such action constitutes a breach of contract under this Participation
Agreement; or

4414 Does not include any act or which is merely involuntary, negligent.
Work Liability: Liability of one or both Parties for damage suffered by anyone
other than a Party, whether or not resulting from the negligence of a Party, its

directors, officers, employees or any person or entity whose negligence could be
imputed to such Party resulting from:

4.42.1 The performance of Construction Work or Operating Work; or
4.42.2 The use or ownership of the California Transmission System.

S. ADMINISTRATION:

5.1

5.2

To secure effective cooperation and interchange of information and to
provide prompt and orderly consultation between the Parties concerning
administrative and technical matters which may arise in connection with
the terms and conditions of the Project Agreements, the Parties shall
designate the following:

511 One Administrative Representative and an alternate by each
Party.

5.1.2 A Construction Director and an alternate by SDG&E.

5.1.3 A Construction Coordinator and an alternate by 11D.

514 An Operating Committee member and an alternate by each
Party.

The Administrative Representatives shall, other among things:

521 Provide liaison between the Parties at the vice presidential level.

522 Supervise generally the Construction Director, Construction

Coordinator, Operating Committee, and any other committee or
representative established pursuant to the Project Agreements.

523 Review, discuss and attempt to resolve all disputes referred to
them by: (i) the Construction Director or the Construction
Coordinator, (ii) the Operating Committee, or (iii) any other
committee or representative established by the Project
Agreements.



5.3

5.4

5.5

5.6

5.7

5.24

5.2.5
5.2.6
5.2.7
5.2.8

Review and approve, modify or otherwise act upon
recommendations of the Project Manager, the Operating Agent,
or the Scheduling Agent made pursuant to the Project
Agreements.

Approve budgets for Construction Work and Operating Work.
Approve the Final Completion Report.
Approve all revisions of Appendix A.

Perform such other duties as may be designated in the Project
Agreements.

The Construction Director and the Construction Coordinator shall jointly,
among other things.

5.3.1

5.3.2

5.3.3

Provide liaison between the Parties with regard to Construction
Work.

Perform such other duties as may be designated in the Project
Agreements or assigned by the Administrative Representatives.

Provide for the development of procedures for accounting and
auditing Construction Costs, and advancement of funds during
construction consistent with the provisions of Project
Agreements and Accounting practice and develop procedures
for making forecasts and Requests for Funds pursuant to
Sections 7 and 12.

The Operating Committee shall, among other things:

54.1

5.4.2

5.4.3

Provide liaison between the Parties with regard to Operating
Work.

Perform such other duties as may be designated in the Project
Agreements or assigned by the Administrative Representatives.

Provide for the development of procedures for accounting and
auditing the costs of Operating Work, and advancement and
disbursements of Operating Funds consistent with the
provisions of Project Agreements and Accounting Practice and
develop procedures for making forecasts and Requests for
Funds pursuant to Sections 12 and 17.

Within thirty (30) days after this Participation Agreement is executed, each
Party shall designate the representatives established pursuant to Sections
5.1.1 through 5.1.3, and give written notice thereof to the other Party.

One year before the Scheduled Date of Firm Operation, each Party shall
designate its respective Operating committee members established pursuant
to Section 5.1.4 and give written notice thereof to the other Party.

Each Party shall notify the other Party in writing promptly of any change of
its designated representatives.



5.8

5.9

5.10

5.11

5.12

5.13

5.14

5.15

5.16

On the Date of Firm Operation, control of the California Transmission
System shall transfer from the Construction Director and Construction
coordinator to the Operating Committee.

The Construction Director and Construction Coordinator shall have no
responsibilities or authority hereunder following the Administrative
Representatives' approval of the Final Completion Report.

All matters pertaining to Construction Work, which must be referred to the
Administrative Representatives pursuant to the Project Agreements, shall
be reviewed by the Construction Director and Construction Coordinator
before such referral to the Administrative Representatives.

All matters pertaining to Operating Work, which must be referred to the
Administrative Representatives pursuant to the Project Agreements, shall
be reviewed by the Operating Committee before such referral to the
Administrative Representatives.

Either Administrative Representative may upon sufficient advance notice
call meetings as he deems necessary and shall notify the other
Administrative Representative in writing and supply a written agenda for
such meetings. The Administrative Representatives or their designated
alternates shall attend such meetings and represent their respective Parties.
Meetings may be conducted in person or by telephone.

All decisions of each of the Administrative Representatives, the
Construction Director and the Construction Coordinator, and the Operating
Committee must he unanimous to be effective.

Unless otherwise specifically provided herein, this Participation Agreement
does not authorize the Administrative Representatives, Construction
Director, Construction Coordinator or Operating Committee to modify any
of the terms, covenants, or conditions of the Project Agreements.

The Administrative Representatives shall have the right to establish
standing or ad hoc committees needed to administer this Participation
Agreement. The authority and duties of any such committee shall be set
forth in writing and shall be subject to the provisions of the Project
Agreements.

Any expenses incurred by any representative designated pursuant to this
Participation Agreement, or on any standing or ad hoc committees, in
connection with his duties on such committee shall be paid and borne by
the Party whom he represents and shall not be included in Construction
Costs or Operating Costs.



OWNERSHIP OF THE CALIFORNIA TRANSMISSION SYSTEM:

6.1

6.2

6.3

6.4

SDG&E shall own a 85.64% undivided ownership interest and 11D shall
own a 14.36~ undivided ownership interest as tenants in common in the
following components of the California Transmission System:

6.1.1 The Imperial Valley - Border 500 KY Line.
6.1.2 The Imperial Valley - Border 500kV Line Termination.

11D shall own a 9.45% undivided ownership interest and SDG&E shall own
a 90.55% undivided ownership interest as tenants in common in the
Imperial Valley 500kV Breaker Yard.

11D shall own a 14~ undivided ownership interest and SDG&E shall own a
867" undivided ownership interest as tenants in common in the Imperial
Valley 500/230 kV 500 MV A Transformer.

11D shall own a 387. undivided ownership interest and SDG&E shall own a
62% undivided ownership interest as tenants in common in the Imperial
Valley 230 kV Breaker Yard.

CONSTRUCTION BUDGET:

7.1

7.2

7.3

The initial budget in Appendix L is approved, and upon determination that
the total estimated costs of construction vary from the most recently
approved budget by 10% or more, the Project Manager shall develop a
revised budget and submit it to the Administrative Representatives for their
approval, modification, or other action.

The initial cash flow is included in Appendix M, the Construction Director
shall develop, and forward to the Construction Coordinator a revised cash
flow within 30 days after a new budget is approved. Such cash flow shall
be divided by calendar months through the Scheduled Date of Firm
Operation.

Revisions in the budget for Construction Work shall be accompanied by
supporting information whenever:

7.3.1 The revision for any work activity category exceeds 110% of
the previously approved budget for such work activity category,
or

7.3.2 The revision is due to a change in scope of any work activity
category.

CONSTRUCTION WORK:

8.1

8.2

The Project Manager for the California Transmission System shall be
SDG&E.

I1D hereby appoints the Project Manager as its agent, and the Project
Manager shall undertake as 11D's agent and as principal on its own behalf,



8.3

to perform Construction Work and to carry out the duties and
responsibilities provided hereunder to be performed by it.

The Project Manager shall:

8.3.1

8.3.2

8.3.3

8.3.4

8.3.5
8.3.6

8.3.7

8.3.8

8.3.9

Submit any change in the description of the California
Transmission System contained in Appendix A, to the
Administrative Representatives for their review and approval,
modification, or other action.

Prepare and issue a quarterly progress report which shall contain
at least a Construction Schedule, a forecast of expenditures, a
report of expenditures to date, and a report of construction
progress to date.

Submit any proposed change in the Scheduled Date of Firm
Operation to the Administrative Representatives for approval.

With respect to all aspects of Construction Work, subject to the
provisions of Sections 5.2, 5.3, 8.4, and 8.7 negotiate and enter into
any agreement for Construction Work, and purchase and procure
such equipment, apparatus, machinery, materials, tools, supplies and
services as it may deem necessary or useful for the performance and
completion of the Construction Work from any source or sources it
may select, including I1D.

Obtain all right-of-way for the California Transmission System.

Arrange for placement of Construction Insurance pursuant to Section
19.1.

Determine which contractors, if any, shall be required to furnish any
portion of the Construction Insurance, other insurance and faithful
performance and payment bonds.

Assist any insurer in the investigation, adjustment and settlement of
any loss or claim arising out of Construction Work.

Present and prosecute claims against insurers and indemnities
provided Construction Insurance or indemnities in respect of any
loss of or damage to any property of the California Transmission
System or liability of either Party to third parties covered by
Construction Insurance or any indemnity agreement, and to the
extent that any such loss, damage or liability is not covered by
Construction Insurance or by any indemnity agreement, present and
prosecute claims against any parties who may be liable therefor. If
the cost of repair, replacement or correction of such loss or damage
arising out of a single incident or event exceeds $100,000 or such
other amount as may be set by the Administrative Representatives,
the Project Manager shall not settle any claims with respect thereto
without the consent and approval of the Administrative
Representatives.



8.3.10

8.3.11

8.3.12

8.3.13

8.3.14

Subject to the provisions of Section 20 and except as provided in this
Section 8.3.10, investigate, adjust, defend and settle claims against
either or both Parties arising out of or attributable to Construction
Work, or the past or future performance or nonperformance of the
obligations and duties of either Party, including the Project Manager,
under or pursuant to the Project Agreements, including but not
limited to any claim re-suiting from death or injury to persons or
damage to property, when said claims are not covered by valid and
collectible Construction Insurance or other valid and collectible
insurance carried by either Party, and, whenever and to the extent
warranted, present and prosecute claims against any third party,
including insurers, for any costs, losses and damages incurred in
connection with said claims. The Project Manager shall obtain the
approval of the Administrative Representatives before any said claim
or combination of said claims against either or both Parties arising
out of the same transaction or incident is settled for more than
$100,000 or such other amount as may be set by the Administrative
Representatives, unless the entire amount of the settlement in excess
of said limit is recoverable from an insurer providing Construction
Insurance.

Execute, administer, perform and enforce all construction
agreements in the name of the Project Manager, acting as principal
on its own behalf and as agent for 11D, in which the Parties shall
have undivided interests as tenants in common in proportion to their
Responsibility for Costs in the California Transmission System, and
furnish a copy of any such agreement to 11D upon request.

Comply with (i) any and all laws applicable to the performance of
Construction Work, including without limitation all applicable laws,
rules, and regulations for protection of the health, safety and welfare
of the public and environment and all applicable provisions of any
workers' compensation laws; and (ii) the terms and conditions of any
contract, permit or license relating to the California Transmission
System.

Expend the Construction Funds in accordance with the terms and
conditions of this Participation Agreement.

Keep and maintain records of monies received and expended,
obligations incurred, credits accrued, estimates of Construction Costs
(excluding, subject to Section 16.3, and valorem taxes or payments
in lieu thereof and allowance for funds used during construction) and
contracts entered into in the performance of Construction Work, and
make such records available for inspection and copying by 11D at
reasonable times and places.

10



8.3.15

8.3.16

8.3.17

8.3.18

8.3.19

8.3.20

8.3.21

8.3.22

8.3.23

8.3.24

Not suffer any liens to remain in effect unsatisfied against the
California Transmission System, other than liens permitted under the
Project Agreements, liens for taxes or assessments not yet
delinquent, liens for labor and material not yet perfected, liens for
workers' compensation awards not yet perfected, or undetermined
charges or liens incidental to the performance of Construction Work;
provided, however, that the Project Manager shall not be required to
pay or discharge any such lien as long as it in good faith shall be
contesting the same, which contest shall operate during the pendency
thereof to prevent the collection or enforcement of such lien so
contested.

Obtain or cause to be obtained necessary certificates, licenses,
permits, and other approval requisite to the performance and
completion of Construction Work and initiation of Operating Work.

Upon its Request for Information, provide 11D with copies of records
and information pertaining to the performance of Construction
Work. Notwithstanding any provisions in the Project Agreements to
the contrary, in the event that the information requested is
voluminous, the information shall be made available for inspection
and copying at reasonable times and places.

Furnish 11D any assistance and information reasonably requested and
available pertaining to the construction of the California
Transmission System.

Use its best efforts in performing its responsibilities hereunder to
complete Construction Work by the Scheduled Date of Firm
Operation.

Keep 11D fully and promptly advised of significant developments in
connection with the progress, performance, cost and completion of
Construction Work.

Prepare and deliver the Final Completion Report to 11D as soon as
practicable, but not later than twenty-four (24) months after the date
of Firm Operation, unless such time is extended by the
Administrative Representatives.

Upon his request, provide each representative established hereunder
with records and information for his use in performing his
responsibilities under the Project Agreements.

Construct the California Transmission System so as to comply with
the Project Agreements.

Conduct tests to verify that specified characteristics of major
equipment items have been achieved and, if necessary, make or
cause to be made those final equipment modifications necessary to
meet the specified requirements.

11



8.4

8.5

8.6

8.7

8.3.25 Provide for and enforce any and all warranties on equipment,
facilities, materials and services sold to or furnished for the
California Transmission System.

8.3.26 Conduct such environmental studies as may be necessary to obtain
certificates, licenses, permits and other approvals required to
perform Construction Work and initiate Operating Work.

8.3.27 Approve all press releases concerning the construction of the
California Transmission System before they are released.

8.3.28 Have full responsibility and authority for employing and organizing
the personnel and staff required to complete the Construction Work.

8.3.29 Prepare recommendations covering matters to be reviewed and acted
upon by the Administrative Representatives or the Construction
Director and the Construction Coordinator.

8.3.30 Carry out the directives of the Administrative Representatives with
respect to the matters set forth in the Project Agreements.

Contracts awarded on a cost reimbursable basis shall include audit clauses
providing for the right to audit by the Project Manager.

I1D shall provide to the extent possible all assistance required by the Project
Manager in performing its obligations hereunder, and the Construction Director
and Construction Coordinator shall allocate 11D's appropriate costs to
Construction Costs according to Accounting Practice and the stipulations of this
Agreement.

I1D shall, within sixty (60) days after this Participation Agreement becomes
effective, submit to the Project Manager in writing any special requirements it
may have regarding accounting, records, or information so that all required
records may be maintained in the same manner through the construction of the
California Transmission System. The Project Manager shall use its best efforts
to accommodate said special requirements.

11D shall be responsible for the construction of the Imperial Valley - E1 Centro
230 KY line as described in Appendix A.6 and shall use its best efforts to have
the line completed by the Date of Firm Operation.

OPERATING AGENT:

9.1
9.2

The Operating Agent for the California Transmission System shall be SDG&E.

I1D hereby appoints the Operating Agent as its agent, and the Operating Agent
shall undertake as I1D's agent and as principal on its own behalf, to perform
operating Work and to carry out the duties and responsibilities provided
hereunder to be performed by it.

12



9.3  The Operating Agent shall:

9.3.1 Prepare and submit recommendations to the Administrative
Representatives for their review and approval, modification or other
action with respect to each of the following matters:

9.3.1.1  The proposed Capital Improvements budget and proposed
operation and maintenance budget pursuant to Section 17.

9.3.1.2  The proposed form of written statistical and
administrative reports, written budgets, and information
and other similar records to be kept by the Operating
Agent with respect to Operating Work.

9.3.2 Prepare and submit the following in a timely manner to the Operating
Committee for review and approval, modification or other action:

9.3.2.1  The proposed outages of the California Transmission
System for scheduled maintenance.

9.3.2.2 A proposed written statement of operating practices and
procedures.

9.3.2.3  Proposed procedures for accounting for transmission
losses.

9.3.24  Proposed procedures for dealing with Operating
Emergencies.

9.3.3 Perform Operating Work in accordance with generally accepted
practices in the electric utility industry as such practices may he affected
by the design and operational characteristics of the California
Transmission System, the rights and obligations of the Parties under this
Participation Agreement, and any other special circumstances affecting
Operating Work.

9.34 Contract for, furnish and obtain from any sources it may select,
including 11D, the services and studies necessary to perform Operating
Work pursuant to the Project Agreements. Contracts awarded on a cost
reimbursable basis shall include audit clauses Providing for the right to
audit by the Operating Agent.

9.35 Execute and enforce contracts necessary to perform Operating Work.
9.3.6 Furnish and train the necessary personnel to perform Operating Work.
9.3.7 Comply with (1) any and all laws and regulations applicable to the

performance of Operating Work, including all applicable provisions of
any workers' compensation laws; and (ii) the terms and conditions of
any contract, permit or license relating to the California Transmission
System.

13



9.3.8

9.3.9

9.3.10

9.3.11

9.3.12

9.3.13

9.3.14

Purchase and procure, source it may select, apparatus, machinery,
through and from any the equipment, tools, materials and supplies
necessary to perform Operating Work pursuant to the Project
Agreements.

Expend Operating Funds in accordance with the terms and conditions of
this Participation Agreement.

Keep and maintain records of monies received and expended,
obligations incurred, credits accrued, and contracts entered into in the
performance of Operating Work and make such records available for
inspection and copying by I1D at reasonable times and places.

Not suffer any liens to remain in effect unsatisfied against the California
Trans-mission System, other than the liens permitted under the Project
Agreements, liens for taxes and assessments not yet delinquent, liens for
workers' compensation awards, liens for labor and material not yet
perfected, or undetermined charges or liens incidental to the
performance of Operating Work; provided, however, that the Operating
Agent shall not be required to pay or discharge any such lien as long as
it in good faith shall be contesting the same, which contest shall operate
during the pendency thereof to prevent the collection or enforcement of
such lien so contested.

Arrange for the placement and maintenance of Operating Insurance
pursuant to Section 19.2.

Present and prosecute claims against insurers and indemnitors providing
Operating Insurance or indemnities in respect of any loss of or damage
to any property of the California Transmission System or liability of
either Party to third parties covered by Operating Insurance or by any
indemnity agreement, and to the extent that any such loss, damage or
liability is not covered by Operating Insurance or by any indemnity
agreement, present and prosecute claims against any parties who may be
liable therefor. If the cost of repair, replacement or correction of such
loss or damage arising out of a single incident or event exceeds
$100,000 or such other amount as may be set by the Administrative
Representatives, the Operating Agent shall not settle any claims with
respect thereto without the consent and approval of the Administrative
Representatives.

Subject to the provisions of Section 20 and except as provided in this
Section 9.3.14, investigate, adjust, defend and settle claims against either
or both Parties arising out of or attributable to Operating Work, or the
past or future performance or nonperformance of the obligations and
duties of either Party, under or pursuant to this Participation Agreement,
including but not limited to any claim resulting from death or injury to
persons or damage to property, when said claims are not covered by
valid and collectible Operating Insurance or other valid and collectible
insurance carried by either Party, and, whenever and to the extent

14



9.4

warranted, present and prosecute claims against any third party,
including insurers, for any costs, losses and damages incurred in
connection with said claims. The Operating Agent shall obtain the
approval of the Administrative Representatives before any said claim or
combination of said claims against either or both Parties arising out of
the same transaction or incident is settled for more than $100,000 or
such other amount as may be set by the Administrative Representatives,
unless the entire amount of the settlement in excess of said limit is
recoverable from an insurer providing Operating Insurance.

9.3.15 Assist any insurer in the investigation, adjustment and settlement of any
loss or claim arising out of Operating Work.

9.3.16 Keep 11D fully and promptly advised of material changes in conditions
or other material developments affecting the performance of Operating
Work, and furnish copies of any notices given or received pursuant to
the Project Agreements.

9.3.17 Upon its Request for Information, provide 11D with all written statistical
and administrative reports, operating reports, written budgets,
accounting records and information and other records relating to
Operating Work which may be necessary for 11D to perform its
responsibilities under the Project Agreements.

9.3.18 Upon its Request for Information, provide 11D, in reasonable quantity, a
copy or copies of any report, record, list, budget, manual, accounting or
billing summary, classification of accounts or other documents or
revisions of any of the aforesaid items pertinent to this Participation
Agreement.

9.3.19 Prepare recommendations covering matters to be reviewed and acted
upon by the Administrative Representatives or the Operating
Committee.

9.3.20 Carry out the directives of the Administrative Representatives and the
Operating Committee with respect to the matters set forth in the Project
Agreements.

9.3.21 Perform Operating Work with the objective of permitting each Party to
use Under normal operating conditions its share of Capacity in the
California Transmission System in a manner, which will not
unreasonably affect the operation of the Parties' electric systems or the
electric systems of interconnected third parties. This Section 9.3.21 shall
not be construed to create rights in or benefit any third party.

9.3.22 Defend title to the California Transmission System held by the Parties.

11D shall provide to the extent possible all assistance required by the Operating
Agent in performing its obligations hereunder, and the Operating Committee shall
allocate 11D's appropriate costs to Operating Costs according to Accounting
Practice.

15



10.

11.

9.5

9.6

Materials, supplies and spare parts required for maintaining or making emergency
repairs on the California Transmission System shall be taken from the Operating
Agent's inventories and the charges for such equipment shall include the Operating
Agent's normal warehouse loadings.

Notwithstanding any provision in this contract to the contrary, 11D shall be
responsible for the operation and maintenance of the Imperial Valley - E1 Centro
230 kV Line.

CONSTRUCTION COSTS:

10.1

10.2

10.3

10.4

Construction Costs of the California Transmission System shall include all
payments made and obligations incurred by the Project Manager for or in
connection with Construction Work, including, but not limited to, those costs
specified in Section 10.2 and in Appendix D.

Construction Costs shall also include all payments made, applicable overheads as
described in Appendix D, and obligations incurred by SDG&E for the California
Transmission System pursuant to the Arizona - San Diego 500kV Interconnection
Letter of Understanding dated November 22, 1978, including any amendments
thereto.

The Construction Costs associated with the elimination of the 230/161kV
transformer and switchyard at the Imperial VValley Substation are agreed to be
Sixty-Two Thousand Nine Hundred Eighty-One Dollars ($62,981) and shall be
borne by I1D.

All Construction Costs, except as otherwise specifically provided in this
Participation Agreement, shall be shared by the Parties in proportion to their
Responsibility for Costs as specified in Appendix B except that all Construction
Costs of the Imperial Valley Substation as listed in Appendix A.2 shall be allocated
between the Parties as determined in Appendix N.

OPERATION AND MAINTENANCE COSTS:

111

11.2

Operation and maintenance costs of the California Transmission System shall
include all payments made and obligations incurred by the Operating Agent for or
in connection with the performance of Operating Work, including (i) those costs of
operating Work specified in Appendix E, and (ii) those costs specified in Section 16
to the extent any tax or payment in lieu thereof is levied against a Party in behalf of
both Parties, and in Section 19.2 (excluding workers' compensation expense for the
Operating Agent's employees); provided, however, that Construction Costs and
Capital Improvement costs shall not be included in operation and maintenance
costs.

Operation and maintenance costs of the California Transmission System shall be
shared in proportion to each Party's Responsibility for costs as shown in Appendix
B except that the Cost of operation and maintenance of the Imperial Valley
Substation shall be allocated among the Parties as determined in Appendix N.2.5.

16



12.

11.3

All operation and maintenance costs which cannot be allocated to a specific
component or components of the California Transmission System shall he shared
by the Parties in proportion to their ownership interests as set forth in Section 6.1.

ADVANCEMENT OF FUNDS

121

12.2

Within ten days after the closing of the 11D financing sale, 11D shall pay SDG&E in
immediately available U.S. Federal Funds, Five Million Eight Hundred Thirty-Five
Thousand Dollars ($5,835,000) as reimbursement for that portion of SDG&E's
Construction Costs which are attributable to I1D's ownership interest of the
California Transmission System and in the Project Agreements, including the costs
described in Section 10.3. The above payment includes (i) interest computed from
the dates of payments by SDG&E of such Construction Costs to the date of such
reimbursement at the rate of 16.5% per annum, (ii) a 5% risk payment on both the
Construction Costs and the 16.5% interest, and (iii) the Costs set forth in Section
10.3. lid shall pay the risk payment in consideration for the risk of monetary loss
associated with SDG6~ costs incurred and committed (sunk costs) in the California
Transmission System in order to move the project toward successful completion
prior to 11D acquiring an ownership interest. The above payment is an estimated
amount and is based upon a reimbursement date of May 18, 1983. Once the
reimbursement has been made and after the actual Construction Costs up to the date
of reimbursement are known, SDG&E shall determine what the payments to
SDG&E should have been prorated up to the date of reimbursement, and a cash
adjustment payable in immediately available U.S. Federal Funds shall be made
between the Parties. The adjustment shall include interest at 16.5% per annum,
calculated monthly and prorated by days to the date of reimbursement and shall also
include the 5% risk payment. The yearly billing rates calculated, as shown in
Appendices F through K, will be used in calculating the Construction A&G;
Vacation, Sickness and Holiday; Payroll Tax; and Benefits amounts shareable with
11D as part of the Construction Costs expended up through the date of
reimbursement.

11D shall, during the course of Construction Work, advance to the Project Manager
sufficient funds to enable it to pay Construction Costs so the Project Manager in its
capacity as such will not have to advance funds on behalf of IID. This shall be
accomplished as follows:

12.2.1 On or before the 20th of each month the Project Manager shall forward
to 11D an estimate of the funds which will be required during the
following month and the estimated dates on which such funds will be
due.

12.2.2 Each Monday, a Request for Funds shall be forwarded to IDD at least
five business days before funds are due. DD shall forward the
requested funds to the Project Manager’s account by a bank wire
transfer of U.S. Federal Funds on or before the due date.

12.2.3 On or before the 20™ of each month the Project Manager shall forward
to IDD a statement showing construction costs-to-date at the end of the
preceding month.
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13.

14.

12.3

12.4

12,5

12.6

12.7

The Operating Agent shall forward a request for Funds to IDD for its costs of
Operating Work each month on an estimated basis on or before the first business
day of each month and payment shall be due and payable by the 15" day of such
month or within fifteen days of receipt of such bill, whichever is later.

Funds not advanced and immediately available to the Project Manager of the
Operating Agent on or before the due date shall be payable with interest accrued at
one and one half percent (1 ¥2%) per month compounded monthly or the maximum
legal rate, which ever is less, prorated by days from the due date to the date of
payment

Adjustment for actual costs incurred each month shall be reflected in the request for
funds for the month following the date such actual costs are determined.

If either Party shall dispute any portion of any amount specified in a Request for
Funds, it shall make the total payment specified in the Request for Funds under
protest pursuant to Section 21.3.

Upon 30 days written notice, SDG&E shall make available to 11D at reasonable
times and places its books and records necessary for 11D to audit or have audited
such books and records with respect to Construction Work or Operating Work. To
the extent, such audits reveal over or under payments by a Party, an adjustment
shall be made with the next Request for Funds.

ADJUSTMENT FOR PAYMENT OF ACTUAL CONSTRUCTION COSTS

131

Within 30 days after approval of the Final Completion Report pursuant to Section
5.2.6, cash adjustments shall be made between the Parties so that each item of
Construction Costs shall be shared by each Party in proportion to its Responsibility
for Costs. Any Construction Costs which shall be attributable to more than one
component of the California Transmission System shall be equitably allocated by
the Project Manager to the components of the California Transmission System,
subject to the review and approval of the Construction Director and Construction
Coordinator.

USE, SCHEDULING, AND LOSSES

141

14.2

For resource and transmission planning and reporting purposes, the Parties shall be
entitled to schedule Power and Energy over the transmission system for their
respective accounts at the Yuma Switchyard for delivery to the 500 kV Breaker
Yard of the Imperial Valley Substation for delivery to the Yuma Switchyard, in the
following percentage of Rated Capability:

1411 1D - 14.36%
14.1.2 SDG&E - 85.64%

For operating purposes, the Parties shall be entitled to schedule Power and Energy
over the transmission system for their respective accounts at the Yuma Switchyard
for delivery to the 500 kV Breaker Yard of the Imperial Valley Substation or at the
500 kV Breaker Yard of the Imperial Valley Substation for delivery to the Yuma
Switchyard, in the following percentage of Operating Capability:
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14.3

14.4

145

14.6

1421 11D - 14.36%
14.2.2 SDG&E - 85.64%

SDG&E shall have the sole right to deliver Power and Energy in either direction
over the Imperial Valley - Miguel 500kV Line.

The Scheduling Agent for the California Transmission System shall be SDG&E.
The Scheduling Agent shall:

144.1 Schedule all Power and Energy deliveries over the California
Transmission System.

14.4.2 Prepare and submit the proposed criteria for determining the Operating
Capability of the California Transmission System to the Administrative
Representatives for their review and approval, modification or other
action. Such criteria shall recognize the necessity to maximize the
Operating Capability at all times, consistent with prudent electric utility
practice, and shall take into account loop flows, equipment outages,
emergency conditions and actual operating experience.

14.4.3 At least two months before the Scheduled Date of Firm Operation,
prepare and submit to the Operating Committee for review, approval,
modification or other action, the proposed procedure for Power and
Energy scheduling and accounting.

14.4.4 At least six months before the Scheduled Date of Firm Operation, and
from time to time as requested by the Operating Committee, prepare and
submit to the Operating Committee for its review, approval,
modification or other action, the practices, procedures and operating
studies required to determine the Operating Capability. Such practices,
procedures and operating studies shall be developed pursuant to the
criteria approved pursuant to Section 14.4.2.

14.4.5 Establish and make known on an hourly basis the Operating Capability
based on the procedures approved pursuant to Section 14.4.4.

Power and Energy scheduled by the Parties over the transmission system between
the Yuma Switchyard and the Imperial Valley Substation shall be scheduled and
controlled by the Parties under practices and procedures approved by the Operating
Committee. The Scheduling Agent shall receive and deliver or cause to be received
and delivered all Power and Energy which a Party has scheduled for its account (i)
at the Yuma Switchyard for delivery to the Imperial Valley Substation and (ii) at
the Imperial Valley Substation for delivery to the Yuma Switchyard; provided,
however, that the quantity of Power and Energy so delivered shall not exceed the
Operating Capability.

The procedure for accounting for transmission losses in the California Transmission
System shall be developed and approved by the Operating Committee five months
prior to the scheduled Date of Firm Operation as follows:
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14.7

14.8

14.9

14.10

14.6.1 A table of 10ss adjustments for actual Energy deliveries between the
Yuma Switchyard and the Imperial Valley substation 230 kV billing
meters shall be approved by the Operating Committee prior to the Date
of Firm Operation so that net Energy schedules shall be made to reflect
average losses, taking into account the direction of actual Energy flows.
Such table of loss adjustments shall be based on power flow studies
conducted jointly by the Parties and shall take into account line,
transformer and shunt reactor losses. Losses shall be scheduled during
similar load hours within seven days after such losses are incurred.

14.6.2 For Energy accounting purposes the California Transmission System
shall be within the SDG&E accounting area and 11D shall schedule
losses to SDG&E based upon scheduled flows of Power and Energy
between the Yuma Switchyard and the Imperial Valley Substation 230
kV billing meters.

14.6.3 The table of transmission loss adjustments established by the Parties
shall be reviewed upon the request of either Party. Revisions to the table
shall be made only when justified by changes in electrical characteristics
of the California Transmission System, or when operating experience
has demonstrated that the loss adjustments are incorrect.

Prior to the Scheduled Date of Firm Operation the Operating Committee shall
prepare and submit to the Administrative Representatives for their review and
approval, modification or other action, a recommended Rated Capability. The
criteria for determining such capability shall be based on the results of engineering
studies. Rated Capability shall be reviewed by the Operating Committee from time
to time and approved by the Administrative Representatives.

Each Party shall have the non-exclusive right to use the 500kV portion of the
Imperial Valley Substation to transfer all Power and Energy scheduled on its share
of the facilities, as specified in Sections 14.1, 14.2 and 14.3.

Each Party shall be entitled to schedule Power and Energy in any one direction
through the Imperial Valley 500/230 kV Transformer in proportion to the product
of its scheduling rights in such transformer in that direction as set forth below and
the operating capability of the transformer as determined by the Operating Agent.
The scheduling rights of each Party in the Imperial Valley 500/230 kV Transformer
shall as follows:

From To SDG&E 1o
500 kV 230 kV 72% 28%
230 kV 500 kV 100% 0%

Either Party may, at its expense and upon entering into an agreement with the other
Party, make interconnections to the Imperial Valley 500kV Breaker Yard and/or the
Imperial Valley 230 kV Breaker Yard. Such agreement shall specify the terms and
conditions under which such interconnections may be made.
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15.

14.11

14.12

14.13

14.14

14.15

14.16

14.17

All transactions between the Parties shall be deemed to take place at the Imperial
Valley 230 kV Breaker Yard unless the Parties otherwise agree. Upon mutual
agreement, the Parties may use the Imperial VValley 500 kV Breaker Yard, the
Yuma Switchyard or the Palo Verde Termination as transaction points.

Planned outages of the California Transmission System for maintenance, repairs,
replacements, installation of equipment, investigation or inspection shall be
coordinated by the Parties and be scheduled as far in advance as practicable.
Planned outages of the California Transmission System shall be scheduled by and
have the approval of the Operating Committee. Such planned outages shall not
commence without the prior approval of the Parties' dispatchers or schedulers as
appropriate, which approval shall not be unreasonably withheld.

Either Party may make non-firm use of unused Operating Capability in addition to
its entitlement under Section 14.2 to the extent that %mused Operating Capability is
determined to be available by the Scheduling Agent; provided, however, that
neither Party shall have the right to sell to a third party such non-firm use of unused
Operating Capability. This right to use on a non-firm basis shall also extend to the
Imperial Valley 500/230 kV Transformer and subject to the same conditions.

A Party which sells Power and Energy to a third party requiring use of Operating
Capability in excess of its entitlement listed in Section 14.2, shall pay a charge to
the other Party for use of such Capacity in excess of its entitlement, such charge to
be negotiated and agreed upon by the Parties. The same charge shall apply to use of
scheduling rights in excess of a Party's entitlement pursuant to Section 14.9.

On terms and conditions as may be later negotiated and agreed upon by the Parties,
11D shall use its best efforts to provide a transmission path from any geothermal
project within IID's service area in which SDG&E has an interest to the Imperial
Valley Substation provided such path is available in the sole judgment of IID.

A Party making use of Operating Capability in excess of its entitlement pursuant to
Section 14.2, and its scheduling rights in excess of its entitlement pursuant to
Section 14.9, shall immediately reduce such schedules to the extent required to
accommodate schedules of the other Party and operate within the operating
capability.

An IID-SDG&E Communication Agreement shall be developed by the Parties to
provide for the communication system which will he required to properly operate
the California Transmission System. Such agreement shall define the ownership,
rights to use, allocation of costs, and the operation and maintenance of the
communication equipment.

OPERATING EMERGENCY

15.1

If an Operating Emergency occurs, the Operating Agent shall take all steps
reasonably necessary to end the Operating Emergency, in accordance with
generally accepted practices in the electric utility industry.
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16.

17.

15.2

153

154

As soon as practicable after an Operating Emergency begins, the Operating Agent
shall advise I1D of its occurrence and nature, the steps taken or to be taken to end it,
and an estimate of its duration.

The Operating Agent's costs incurred and charged to maintenance expense to repair,
restore, and reconstruct the California Transmission System shall be allocated to the
Parties in proportion to their Responsibility for Costs for the components of the
California Transmission System being repaired, restored, or reconstructed. Costs
incurred by the Operating Agent for Capital Improvements shall be allocated to the
Parties in proportion to their Responsibility for Costs in the components of the
California Transmission System to which such Capital Improvements are made, and
the Operating Agent shall bill the Parties therefor in accordance with Section 12.

After the Operating Emergency ends, the Operating Agent shall submit to lid a
summary of the costs incurred to repair, restore, reconstruct or make Capital
Improvements, and such other information as may be required by the Operating
Committee.

TAXES

16.1

16.2

16.3

The Parties shall use their best efforts to have any authority levying any taxes,
assessments, or payments in lieu therefor, or making any valuations for the purpose
of levying any taxes, assessments, or payments in lieu thereof, on the California
Transmission System, or any interest or rights therein, assess them directly against
the ownership or beneficial interest of each Party.

All taxes, assessments or payments in lieu thereof levied against each Party's
ownership or beneficial interest in the California Transmission System, except
those taxes, assessments or payments in lieu thereof levied against an individual
Party in behalf of both Parties, shall be the sole responsibility of the Party upon
whose ownership or beneficial interest they are levied.

If any property taxes or payments in lieu thereof or any other taxes or assessments
are levied or assessed in a manner other than as specified in Section 16.1, the
Administrative Representatives shall establish equitable practices and procedures
for their apportionment between the Parties; however, it is anticipated that 11D,
being a public entity and therefor exempt from certain taxes, assessments, or
payments in lieu thereof, shall not be responsible for any such taxes, assessments,
or payments levied against the ownership or beneficial interest of SDG&E.

BUDGETS AND CAPITAL IMPROVEMENTS

17.1

17.2

At least five months before the Scheduled Date of Firm Operation, and no later than
August 1 of each year thereafter, the Operating Agent shall prepare and submit to
the Administrative Representatives for their review and approval the proposed
budget for Operating Work for the following calendar year.

At least three months before the Scheduled Date of Firm Operation and no later
than October 1 of each year thereafter, the Administrative Representatives shall
approve a budget for Operating Work for the following calendar year.
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18.

17.3

17.4

17.5

17.6

17.7

17.8

17.9

17.10

11D shall supply any information the Operating Agent requires from it to prepare
the proposed budgets.

The Administrative Representatives may at any time approve revisions to the
budget for Operating Work.

All proposed expenditures for Capital Improvements, including a contingency
allowance for capital expenditures if necessitated by an Operating Emergency, shall
be included in the budget for Operating Work. After such budget has been
approved by the Administrative Representatives, each Party shall be obligated for
the costs incurred thereunder in proportion to its Responsibility for Costs per
Appendix B.

The Parties agree to proceed with the design and construction of the Capital
Improvement for the California Transmission System that will allow for the
installation of series capacitors as described in Budget Project Number 80114 by
May 1, 1986, provided, however, that SDG&E may extend this date on the
condition that SDG&E provide sufficient transmission service to 11D to allow 11D to
meet its presently contracted firm needs. This date may be changed by the
Administrative Representatives. Fifty percent of Budget Project Number 80114
shall be allocated to the California Transmission System. The Parties agree that 11D
shall pay 14.36% and SDG&E shall pay 85.64% of the allocated cost with each
Party receiving its pro rata increase in the Rated Capability and the Operating
Capability attributable to the installation of the series capacitors.

All Capital Improvements which are for the sole use or benefit of one Party shall be
owned and paid for by such Party.

The Operating Agent shall submit to the Operating Committee annually a forecast
of cash requirements by month for the budget year for all Operating Work. Said
forecast shall be submitted annually within 30 days after final budget approvals
have been made. A revised forecast shall be submitted whenever the budget for
Operating Work is revised and approved, or whenever significant changes in
monthly expenditures from those previously forecast are anticipated.

The Operating Agent shall be responsible for design and construction of all Capital
Improvements.

The cost of Capital Improvements shall be determined in accordance with
Appendix E.Units of Property retired from service shall disposed of by the
Operating Agent on the best available terms as soon as practicable, and the
proceeds, if any, received therefrom shall be credited or distributed to the Parties in
proportion to their Responsibility for Costs associated with such units.

APPENDICES

18.1

Appendices A through N as they presently appear or as they may be revised are
hereby made a part of this Participation Agreement.
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19.

INSURANCE

19.1

19.2

19.3

19.4

19.5

Unless otherwise specified by the Administrative Representatives, during the
performance of Construction Work the Project Manager shall procure and maintain in
force, or cause to be procured and maintained in force, policies of Construction
Insurance of the following types:

19.1.1 Comprehensive bodily injury, and property damage liability insurance
covering Parties and contractors, including automobile liability,
contractual liability, and completed operations.

19.1.2 Workers' Compensation and Employer's Liability Insurance, covering
employees of the Project Manager and contractors engaged in the
performance of Construction Work in a manner sufficient to satisfy
applicable statutory requirements. The Project Manager may at its option
be a self-insurer or in part for workers' compensation for its own
employees.

Unless otherwise specified by the Administrative Representatives, the Operating
Agent shall, on or before the date of firm operation of the first component of the
California Transmission System to be completed and during the performance of
Operating Work, procure and maintain in force, or cause to be procured and
maintained in force, policies of Operating Insurance for the Parties of he following

types:

19.2.1 Physical damage insurance, covering all facilities except transmission
towers, conductors and ground wires. Excepted property may be covered
at the option of the Operating Agent.

19.2.2 Comprehensive bodily injury, personal injury and property damage
liability insurance, including coverage for hazards of automobile liability,
contractual liability, owners’ and contractors’ protective liability and
liability products and completed operations.

19.2.3 Workers’ Compensation and Employer’s Liability Insurance, covering
employees of the Operating Agent performing Operating Work, in a
manner sufficient to satisfy applicable statutory requirements. The
Operating Agent may at its option self-insurer in whole or in part for
Workers' Compensation coverage.

Except for Project Insurance described in Sections 19.1.2, and 19.2.3, each Party shall
be a named insured, individually and jointly with the other Party, on all Project
Insurance, and the policies of Project Insurance referred to in Sections 19.1.1 and
19.2.2 shall include severability of interest provisions.

In lieu of naming the Parties insured in policies described in Section 19.1.1, the
Project Manager may require contractors to procure liability coverage, naming the
Parties insured therein.

Any deductibles or self-insured retention in Project Insurance shall be apportioned
between the Parties on the basis of the ownership in the respective components of the
California Transmission System.
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19.6

19.7

19.8

19.9

19.10

Each Party shall have the right to have any mortgagee, trustee or secured party named
o~ all or any of the Project Insurance policies as loss payee or additional insured as its
interest may appear, by notice to the Project Manager or Operating Agent which shall
specify the name or names of such mortgagee, trustee or secured part and such
additional information as may be necessary to permit it to be included on the
policy(ies) of Project Insurance.

The Project Manager or Operating Agent shall furnish 11D with a certificate of each
Project Insurance policy.

Each of the Project Insurance policies shall be endorsed so as to provide that all
named insured shall be given the same advance notice of cancellation or material
change as that required to be given to the Project Manager or Operating Agent.

Project Insurance policies shall be primary insurance for all purposes. Any other
insurance carried by a Party individually shall not participate with Project Insurance
as to any loss or claim for which valid and collectible Project Insurance shall apply.
Such other insurance shall apply solely as to the individual interest of the Party
carrying such other insurance; provided, however, that such Party shall accept any
reasonable restrictive endorsement to its separate insurance policies as may be
required by an insurer as a condition precedent to the insurance of a policy of Project
Insurance.

Notwithstanding the provisions of Section 19.7, i: the Parties are unable to agree upon
any matters relating to Project Insurance, the Project Manager or Operating Agent,
pending the resolution of such disagreement, shall procure or cause to be procured,
such policies of Project Insurance as in its judgment are necessary to protect the
Parties against the insurable risks set forth in Sections 19.1 and 19.2. During any
period of negotiations with an insurer, or other negotiations which are pending at the
expiration of coverage of a Project Insurance policy, or if a Project Insurance policy
is cancelled, the Project Manager or Operating Agent shall renew or bind policies as
an emergency measure or may procure policies of Project Insurance which are
identical to those which were cancelled, or may, to the extent possible, secure
replacement policies which will provide substantially the same coverage as the policy
expiring or cancelled.

20. LIABILITY

20.1

Except for liability resulting from Willful Action and subject to the provisions of
Sections 20.3 and 20.4, neither Party, its directors, members of its governing bodies,
officers, or employees, shall be liable to the other Party for any uninsured loss,
damage, claim, cost, charge, or expense of any kind or nature resulting from
Construction Work, Operating Work, use or ownership of either Party’s electric
system or the performance or nonperformance of the obligations of a Party releases
and waives any or all right of recovery against the other Party, its directors, members
of its governing bodies, officers and employees from any such liability.
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21.

20.2

20.3

20.4

20.5

Except as provided in Sections 20.3 and 20.4, the costs and expenses of discharging
all Work Liability imposed upon either Party for which payment is not made by
Project Insurance, shall Be shared and paid for by both Parties in proportion to their
respective Responsibility for Costs.

Each Party shall be responsible for any direct, indirect, or consequential damage, loss,
claim, cost, charge, or expense that is not covered by Project Insurance and results
from its own Willful Action as defined in Section 4.41.2 and shall indemnify and hold
harmless the other Party, its directors, members of its governing bodies, officers and
employees from any such damage, loss, claim, cost, charge or expense.

Except as provided in Section 20.3, no Party shall be obligated to discharge any
liability to the other Party in excess of $10,000,000 per occurrence for uninsured,
indirect or consequential damage, loss, claim, cost, charge or expense resulting from
Willful Action. Each Party releases each other Party, its directors, members of its
governing bodies, officers and employees from any such liability in excess of
$10,000,000 per occurrence. An occurrence shall be deemed for purposes of this
Section 20.4 to be any injury for which a separate claim could be brought in action at
law.

The provisions of this Section 20 shall not be construed so as to relieve any insurer of
its obligation to pay any insurance proceeds in accordance with the terms and
conditions of valid and collectible Project Insurance policies.

DEFAULTS AND CONVENANTS REGARDING PROJECT AGREEMENTS

21.1

21.2

21.3

Each Party hereby agrees that it shall pay all monies and carry out all other duties and
obligations agreed to be paid and/or performed by it pursuant to all of the terms and
conditions set forth and contained in the Project Agreements, and a default by any
Party in the convenants and obligations to be kept and performed pursuant to the
terms and conditions set forth and contained in any of the Project Agreements shall be
an act of default under this Participation Agreement.

If either Party should default, the other Party may give written notice of the existence
and nature of the default to the defaulting Party. The defaulting Party shall take all
steps necessary to cure such default as promptly and completely as possible.

If a Party disputes the existence or nature of a default asserted in a notice given
pursuant to Section 21.2, then such party shall pay the payment or perform the
disputed obligation, but may do so under protest. The protest shall be in writing, and
shall accompany the disputed payment or precede the performance oft he disputed
obligation, and shall specify the reasons upon which the protest is based. Payments
not made under protest shall be deemed to be correct, except to the extent that
periodic or annual audits may reveal over or under payments by a Party, necessitating
adjustments. If it is determined that a protesting Party is entitled to a refund of all or
any portion of a disputed payment or payments, or is entitled to the reasonable
equivalent in money of non-monetary performance of a disputed obligation
theretofore made, then, upon such determination, the non-protesting Party shall pay
such amount to the protesting Party, together with interest thereon at the rate of one
and one-half percent )1-1/2%) per month or the maximum legal rate, whichever is
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less, prorated by days, from the date of payment or from the date of completion of
performance of a disputed obligation to the date of reimbursement.

22. RELATIONSHIP OF THE PARTIES

22.1 The covenants, obligations and liabilities of the Parties are intended to be several and
not joint or collective and nothing herein contained shall ever be construed to create
an association, joint venture, trust or partnership, or to impose a trust or partnership
covenant, obligation or liability on or with regard to either of the Parties. Each Party
shall be individually responsible for its own covenants, obligations and liabilities as
herein provided. Neither shall be under the control of or shall be deemed to control
the other. Neither Party shall be the agent of or have a right or power to bind the other
without its express written consent, except as expressly provided in this Participation
Agreement.

22.2 SDG&E hereby elects to be excluded from the application of Subchapter "K" of
Chapter 1 of Subtitle "A" of the Internal Revenue Code of 1954, or such portion or
portions thereof as may be permitted or authorized by the Secretary of the Treasury
or his delegate insofar as such Subchapter, or any portion or portions thereof, may
be applicable to the Parties under this Participation Agreement.

23. NON-PARTITIONMENT

23.1 Each Party hereby waives any rights which it may have to partition any component
of the California Transmission System or the Project Agreements, whether by
partitionment in kind or by sale and division of the proceeds, and further agrees that
it will not resort to any action at law or in equity to partition such component or the
Project Agreements, and it waives the benefits of all laws that may now or hereafter
authorize such partition for a term (i) which shall be coterminous with this
Participation Agreement, or (ii) which shall be for such lesser period as may be
required under applicable law.

24, SEVERANCE OF IMPROVEMENTS

24.1  The Parties agree that all facilities, structures, improvements, equipment and
property of whatever kind and nature constructed, placed or affixed on the rights-
of-way, easements, patented and leased lands as part of or as a Capital
Improvement to the California transmission system, as against all parties and
persons whomsoever (including without limitation any party acquiring any interest
in the rights-of-way, easements, patented or leased lands or any interest in or lien,
claim or encumbrance against any of such facilities, structures, improvements,
equipment and property of whatever kind and nature), shall be deemed to be and
remain personal property of the Party(ies), not affixed to the realty.

25. RIGHT OF FIRST REFUSAL

25.1 Except as provided in Section 37, should either Party desire to sell its ownership in
the California Transmission System, or any portion thereof, to any person or entity,
the Party desiring to make such sale shall offer to sell it to the other Party before
offering to sell it to any third party(ies) at a price and under terms and conditions as
may be deemed appropriate by the selling Party.
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26.

27.

28.

25.2

25.3

The Party receiving such an offer shall have 60 days to accept or reject the offer.
Acceptance of such an offer shall become effective upon receipt of a written notice
to that effect by the offering Party from the other Party.

If (i) the Party receiving such an offer rejects the offer or (ii) no acceptance has
been received by the offering Party within 60 days of such offer, the offer shall be
deemed terminated and the offering Party may, subsequent to that date, enter into
an agreement for the sale of such ownership with any third party(ies) at no less than
the same price and under terms and conditions no more favorable to the third
party(ies) than those contained in the offer to the other Party.

ASSIGNMENT OF INTERESTS

26.1

A Party that has acquired or acquires in its name an interest in any real or personal
property or contract therefor which is part of the components of the California
Transmission System which are designated in Section 6 to be jointly owned as
tenants in common shall transfer and assign an undivided interest therein to the
other Party so that the ownership and rights of the Parties in such property or
contract shall be as provided for in this Participation Agreement and the Project
Agreements. Title to real property interests shall be evidenced by a recordable deed.
Interests in personal property or contracts shall be evidenced by a document of
assignment.

NOTICES

27.1

Any notice, demand or request provided for in this Participation Agreement or any
other Project Agreement shall be in writing and shall be deemed properly served,
given or made if delivered in person or sent by first class mail, postage prepaid, to
the persons specified below.

27.1.1 Imperial Irrigation District
c/o General Manager 333 East Main Street
P. O. Box 937
Imperial, California 92251

27.1.2 San Diego Gas & Electric Company
c/o Secretary

101 Ash Street
P.O. Box 1831

San Diego, California 92112

DISPUTES

28.1

If the Construction Director and the Construction Coordinator, or the Operating
Committee fail to agree with respect to any matter which they are authorized to
determine, approve or otherwise act upon, after 60 days such disagreement shall be
referred to the Administrative Representatives for resolution.
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29.

28.2

28.3

28.4

28.5

28.6

28.7

28.8

28.9

If the Administrative Representatives fail to agree with respect to any matter which
they are authorized to determine, approve or otherwise act upon within such time as
is specified herein, or if no time limit is specified, after 60 days of such
disagreement, either Administrative Representative may require that it be referred
to higher authority within each Party's organization for resolution.

If a budget is submitted to the Administrative Representative for approval and is not
unanimously approved within 120 days, it shall be submitted to higher authorities
within each company for approval or resolution.

If a dispute is referred by the Administrative Representatives to higher authority
within each company for resolution and no resolution is reached within 30 days,
either Party may call for submission of the dispute to arbitration pursuant to
Section 29.

If a dispute between the Parties should arise under the Project Agreements prior to
the Date of Firm Operation, the Project Manager is authorized and obligated to take
such action, consistent with the Project Agreements and generally accepted practice
in the electric utility industry applicable to 500kY transmission facilities, as is
necessary or appropriate to continue Construction Work consistent with the most
recently approved Scheduled Date of Firm Operation

If a dispute between the Parties should arise under the Project Agreements after the
Date of Firm Operation concerning Capital Improvements, / the Operating Agent
shall delay making such Capital Improvements until the dispute is settled.

If a dispute between the Parties should arise under the Project Agreements after the
Date of Firm Operation, the operating Agent is authorized and obligated to take
such action, consistent with the Project Agreements and generally accepted practice
in the electric utility industry applicable to 500kY transmission facilities, as is
necessary or appropriate to repair and maintain the California Transmission System.

The Project Manager or the Operating Agent shall give prior notice to the Parties of
any action to be taken pursuant to Sections 28.5 or 28.7.

Any funds which are advanced by the Parties to the Project Manager during the
pendency of a dispute shall not be subject to refund except upon a final
determination that the expenditures were not made in a manner consistent with the
Project Agreements and generally accepted practice in the electric utility industry as
such practices relate t o electric transmission systems.

ARBITRATION

29.1

29.2

If either Party shall call for submission of a dispute to arbitration pursuant to
Section 28.4, such request shall be binding upon the other Party.

The Party calling for arbitration shall give written notice to the other Party, setting
forth in such notice in adequate detail the nature of the dispute, the amount or
amounts, if any, involved in such dispute, and the remedy sought such arbitration
proceedings, and, within twenty (20) days from receipt of such notice, the other
Party may, by written response, submit its own statement of the matter at issue and
set forth adequate detail additional related matters or issues to be arbitrated.
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29.3

29.4

29.5

29.6

29.7

29.8

Thereafter, the Party first submitting its notice of the matter at issue shall have ten
(10) days after receipt of the response in which to submit a written rebuttal
statement.

Within forty (40) days after delivery of the written notice calling for arbitration
pursuant Section 29.2, the Parties shall meet for the purpose of selecting arbitrators.
Each Party shall designate an arbitrator. The arbitrators selected shall meet within
twenty (20) days after their selection and shall select on additional arbitrator. If the
arbitrators selected by the Parties shall fail to select such additional arbitrator within
said twenty (20) days period, then they shall request from the American Arbitration
Association (or a similar organizati4 if the American Arbitration Association should
at that time exist) a list of arbitrators who qualified and eligible to serve as
hereinafter provided. The arbitrators selected by the Parties shall take turns striking
names from that list and the last name remaining on the list shall be the additional
arbitrator. All arbitrators shall be persons skilled and experienced in the field which
gives rise to the dispute, and no person shall b eligible for appointment as an
arbitrator who is or has been an officer or employee of either of the Parties to the
dispute or is otherwise interested in the matter to be arbitrated.

Except as otherwise provided in this Section 29, the arbitration shall be governed by
the rules a: practices of the American Arbitration Association (or the rules and
practice of a similar organization if the American Arbitration Association should
not at that time exist) from time to time in force, except that if such rules and
practice, as modified herein, shall conflict with state or Federal laws then in force
which a~ specifically applicable to such arbitration proceedings, such laws shall
govern.

Included in the issues, which may be submitted to arbitration pursuant to this
Section 29 is the issue of whether the right to arbitrate a particular dispute is
permitted under the Project Agreements.

The arbitrators shall hear evidence submitted by the respective Parties and may call
for additional information, which additional information shall be furnished by the
Party having such information. The decision of a majority of the arbitrators shall be
binding upon the Parties.

The award of the arbitrators shall contain findings relative to the materiality of the
default, the period of time within which the defaulting Party must remedy the
default or commence remedial action, and the remedies which may be exercised by
the non-defaulting Party in the event the default is not remedied within such period
of time.

This agreement to arbitrate shall be specifically enforceable, and the award and
findings of the arbitrators shall be final. Any award may be filed with the clerk of
any court having jurisdiction over the Party against whom the award is rendered,
and upon such filing, such award, to the extent permitted by the laws of the
jurisdiction in which said award is filed, shall be specifically enforceable or shall
form the basis of a declaratory judgment or other similar relief.
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30.

31.

32.

33.

34.

29.9 The fees and expenses of the arbitrators shall be shared by the Parties equally,
unless the decision of the arbitrators shall specify some other apportionment of such
fees and expenses. All other expenses and costs of the arbitration shall be borne by
the Party incurring the same.

29.10 If either Party shall attempt to carry out the provisions herein set forth in regard to
arbitration, and such Party shall not be able to obtain a valid and enforceable
arbitration decree, such Party shall be entitled to seek legal remedies in the courts
having jurisdiction in the premises, and the provisions of the Project Agreements
referring to decision of a board of arbitration, to the extent allowable by law, shall
be then deemed applicable to final decisions of such courts.

GOVERNING LAW

30.1 This Participation Agreement shall be governed by, construed, and enforceable in
accordance with the laws of the State of California and the United States of
America.

AUTHORIZATIONS AND APPROVALS

31.1 Each Party shall be responsible for obtaining, at its own expense, its required
authorizations and approvals relating to its participation in the construction of the
California Transmission System and to its performance of the provisions of this
Participation Agreement, from Federal, state or local regulatory authorities having
jurisdiction to issue such authorizations and approvals, and each Party shall keep
the other informed of its applications therefor.

FEES

32.1 The Project Manager or Operating Agent shall not receive any fee or profit
hereunder.

ENVIRONMENTAL PROTECTION

33.1 The Project Manager shall design and construct, and the Operating Agent shall
operate and maintain, the California Transmission System in conformance with the
terms and conditions of any contract, permit or license issued for the construction of
the California Transmission System.

UNCONTROLLABLE FORCES

34.1 No Party shall be considered to be in default in the performance of any of its
obligations under the Project Agreements (other than obligations of said Party to
pay costs and expenses) when a failure of performance shall be due to an
uncontrollable force. The term "uncontrollable force™ shall be any cause beyond the
control of the Party affected, including but not restricted to failure of or threat of
failure of facilities, flood, earthquake, tornado, storm, fire, lightning, epidemic, war,
riot, civil disturbance or disobedience, labor dispute, labor or material shortage,
sabotage, restraint by court order or public authority (whether valid or invalid), or
action or non-action by or inability to obtain or keep the necessary authorizations or
approvals from any governmental agency or authority, which by exercise of due
diligence such Party could not reasonably have been expected to avoid and which
by exercise of due diligence it shall be unable to overcome. It is the intent of the
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Parties that the principle of Ejusdum Generis shall not be used as a limitation on the
term "uncontrollable force™ in interpreting or construing this Participation
Agreement. Rather the Parties intend a liberal interpretation of that term, and
accordingly intend that in questions of assumption of risk or contingencies, whether
foreseen or not, the presumption shall be that risks not explicitly assumed by a
Party are not assumed by said Party if, in fact, they are uncontrollable even with
foresight. Nothing contained herein shall be construed so as to require a Party to
settle any strike or labor dispute in which it may be involved. Either Party rendered
unable to fulfill any of its obligations under the Project Agreements by reason of an
uncontrollable force shall give prompt written notice of such fact to the other Party
and shall exercise due diligence to remove such inability with all reasonable
dispatch. The term "Party" as used in this Section 34 shall include the Project
Manager, Operating Agent and Scheduling Agent in their capacities as such.

35. BINDING OBLIGATIONS

35.1

35.2

All of the respective covenants and obligations of each of the Parties set forth and
contained in the Project Agreements shall bind and shall be and become the
respective covenants and obligations of:

35.1.1 Each such Party;

35.1.2 All mortgagees, trustees and secured parties under all present and future
mortgages, indentures and deeds of trust and security agreements which
are or may become a lien upon any of the interests of the Parties in the
California Transmission System; provided, however, that such
covenants and obligations shall become binding upon such parties only
at the time of taking possession;

35.1.3 All receivers, assignees for the benefit of creditors, bankruptcy trustees
and referees of the Party;

35.1.4 All other persons, firms, partnerships or corporations claiming through
or under any of the foregoing; and

35.1.5 Any successors or assigns of any of those mentioned in Sections 35.1.1
through 35.1.4.

All of the respective covenants and obligations of each of the Parties set forth and
contained in the Project Agreements shall be covenants and obligations running
with such Party's respective rights, titles and interests in the California
Transmission System and in, to and under the Project Agreements, and shall be for
the benefit of the respective rights, titles and interests of the Parties and their
respective successors and assigns, in and to the California Transmission System. It
is the specific intention of this provision that all such covenants and obligations
shall be binding upon any party which acquires any of the rights, titles and interests
of any such Party in the California Transmission System or in, to and under the
Project Agreements and that all of the above-described persons and groups shall be
obligated to use such Party's rights, titles and interests in the California
Transmission System and/or in, to or under the Project Agreements for the purpose
of discharging its covenants and obligations under the Project Agreements; except
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36.

37.

that in the case of a partial assignment the assignee shall only be required to share
in the cost of fulfilling the covenants and obligations of the assigning Party in, to
and under the Project Agreements to an extent proportionate or attributable to such
assignment.

NON-DEDICATION OF FACILITIES

36.1

The Parties do not intend to dedicate and nothing in this Participation Agreement or
the Project Agreements shall be construed as constituting a dedication by either
Party of its properties or facilities, or any part thereof, to the other Party or to the
customers of the other Party.

MORTGAGE AND TRANSFER OF INTEREST

37.1

37.2

37.3

37.4

Each Party shall have the right to mortgage, create or provide for a security interest
in or convey in trust al/ or a part of its ownership share in the California
Transmission System, together with an equal interest in the Project Agreements, to
a trustee or trustees under a deed of trust, mortgage or indenture or to a secured
party or parties under a security agreement, as security for its present or future
bonds or other obligations or securities, and to any successors or assigns thereof,
without need for the consent of the other Party and without such mortgagee, trustee
or secured party assuming or becoming in any respect obligated to perform any of
the obligations of the Party.

Any mortgagee, trustee, or secured party under present or future deeds of trust,
mortgages, indentures or security agreements of either Party, and any successor or
assignee thereof, and any receiver, referee or trustee in bankruptcy or
reorganization of either Party, and any successor by action of law or otherwise, and
any purchaser, transferee or assignee of any of them may, without the consent of the
other Party, succeed to and acquire all the rights, titles and interests of such Party in
the California Transmission System and the Project Agreements, and may take over
possession of or foreclose upon said property, rights, titles and interests of such
Party, and in such event shall assume and be obligated fully to perform and
discharge all of the obligations of such Party hereunder and under any other Project
Agreement.

Except as provided in Section 25, each Party shall have the right to transfer or
assign all or part of its Rated Capability in the California Transmission System,
together with an equal interest in the ownership of the California Transmission
System and in the Project Agreements, to any person, partnership, corporation, or
governmental corporation or agency engaged in the generation, transmission or
distribution of energy.

Except as otherwise provided in Sections 37.1 and 37.2, any successor to the rights,
titles and interests of a Party in the California Transmission System, together with
an equal interest in the Project Agreements, shall assume and agree fully to perform
and discharge all of the obligations hereunder of such Party, and such successor
shall notify the other Party in writing of such transfer, assignment or merger, and
shall furnish evidence of such transfer, assignment or merger and thereupon shall be
considered to be a Party in the California Transmission System and the transferring
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38.

Party shall thereupon, without the consent of the other Party, be released from all
obligations under the Project Agreements so assumed and agreed to by such
successor.

GENERAL PROVISIONS GOVERNING PROJECT AGREEMENTS

38.1

38.2

38.3

38.4

38.5

38.6

38.7

38.8

The Parties agree to negotiate in good faith and to proceed with diligence to obtain
all of the Project Agreements between the Parties and between the Parties and other
entities.

Each Party agrees, upon request by the other Party, to make, execute and deliver
any and all documents reasonably required to implement this Participation
Agreement and the Project Agreements.

Each term, covenant and condition of this Participation Agreement and the Project
Agreements is deemed to be an independent term, covenant and condition, and the
obligation of each Party to perform any or all of the terms, covenants and
conditions to be kept and performed by it is not dependent on the performance by
the other Party of any or all of the terms, covenants and conditions to be kept and
performed by them.

If any of the terms, covenants or conditions of this Participation Agreement or any
of the Project Agreements, or the application of any such term, covenant or
condition, shall be held invalid as to any person or circumstance by any court
having jurisdiction in the premises, all other terms, covenants or conditions of such
agreements and their application shall not be affected thereby, but shall remain in
force and effect.

The Project Agreements shall be subject to filing with, and to such changes or
modifications as may from time to time be directed by, competent regulatory
authority, if any, in the exercise of its jurisdiction.

Except as otherwise specifically provided in this Participation Agreement or the
Project Agreements, the Parties do not intend to create rights in or to grant remedies
to any third party as a beneficiary of this Participation Agreement or the Project
Agreements or of any duty, covenant, obligation or undertaking established therein.

Any waiver at any time by any Party of its rights with respect to a default or any
other matter arising in connection with this Participation Agreement or a Project
Agreement shall not be deemed a waiver with respect to any subsequent default or
matter.

All costs or expenses, including all taxes that the Operating Agent is required to pay
(but not specifically referred to in other sections of this Participation Agreement),
which are incurred by the Operating Agent in connection with the performance of
its obligations under this Participation Agreement and which are not specifically
allocated to the Parties in accordance with this Participation Agreement shall he
equitably allocated among the Parties in a manner to be mutually agreed upon by
both Parties.
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38.9

Should a change in circumstances, economic factors, or basic technology occur
which results or may result in a substantial increase or decrease in the benefits to or
expenses incurred by a Party, including the Operating Agent, which such change
was not within the reasonable contemplation of the Parties at the time of the
execution of this Participation Agreement, the Parties, including the Project
Manager or Operating Agent, shall negotiate in good faith in order that an
appropriate and equitable adjustment shall be made in the payments to the Project
Manager or Operating Agent and in the allocation of expenses among the Parties.
Such adjustment shall be fair and equitable as to both the Project Manager or
Operating Agent and the other Party. Any dispute under this Section 38.9 shall be
subject to arbitration.

39. TERMS

39.1

39.2

This Participation Agreement shall become effective when signed by both Parties
and shall remain in effect until June 24, 2051.

Upon termination of this Participation Agreement, the Parties shall have no further
obligation to each other hereunder except the following:

39.2.1 Each Party shall be responsible for its Responsibility for Costs incurred
up to the date of termination. Any project termination costs (including
decommissioning costs) incurred past the date of termination of this
Participation Agreement, shall be shared by the Parties in proportion to
their respective ownership interests.

39.2.2 The Project Manager or the Operating Agent shall sell the property
jointly owned by the Parties pursuant to this Participation Agreement for
the maximum reasonable value and the costs of such sale and all
income, if any, derived therefrom shall be shared by the Parties in
proportion to their respective ownership interests therein.

39.2.3 The Project Manager or the Operating Agent shall offer to sell the
jointly owned property to the Parties before offering to sell it to a third
party. Each Party shall have the option to purchase a portion of the
jointly owned property equal to that Party's percentage ownership
interest as defined in Section 6. Should a Party to this Agreement
decline to exercise this option, the other Party shall have the right to
purchase that interest before it is offered for sale to a third party.
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40.

EXECUTION:

IN WITNESS WHEREOF, the Parties have caused this
Participation Agreement to be executed and effective as
Of the 1°' day of May 1983

IMPERIAL IRRIGATION DISTRICT

SAN DIEGO GAS & ELECTRIC COMPANY

By [iﬁ/_&éazém :
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1.

2.

ARIZONA PUBLIC SERVICE COMPANY
AND
SAN DIEGO GAS & ELECTRIC COMPANY
ARIZONA TRANSMISSION SYSTEM
PARTICIPATION AGREEMENT

PARTIES:
The Parties to this Participation Agreement are ARIZONA PUBLIC
SERVICE COMPANY, an Arizona corporation hereinafter called "APS M

and SAN DIEGO GAS & ELECTRIC COMPAKY, a California corporation

' hereinafter called “SDGAE," which are individually referred to

ss "Party," cnd'collectively as "Parties,”

RECITALS:

This agreement is made with reference to the following.facts.

among others:

2.1 SDGEE was conducting environmental studies and actively
planning the construction of a 500kV transmission line from
the SDGAE ~ Miguel Substation to the Palo Verde Units 1, 2
& 3 Switchyard, via Imperisl Valley, when it learned that
APS vas also conducting environmental studies and actively
planning the construction of a 230kV transmission line from
the APS Cils Bend Substatisn to the Yowa area.. Subsequent
discussions between the Parties resulted in the Paftios
entering into the “Arizona - Sam Diego 500kV Interconnec~
tion lLetter of Understanding," dated November 22, 1978 to
jointly study, construct, own ané opexate a S00kV transmis~
sion line which would meet the needs of both Parties.

2.2 . The Parties recognize that there are mutual benefits which

result from cooperation and coordination in jointly plan-

SR - .
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2.3

3. AGREEMENT:

ning, licensing, engineering, constructing, owning and
operating a transmission system as compared with doing so
separaiely.

The electrical systems of the Parties will be intercon-
nected by the transmission line constructed pursuant to
this Participation Agreement and the Parties intend to

enter into a separate agreement to govern the exchange of

Power and Energy.

The Parties agree as follows:

4. DEFINITIONS:

Tbe.foilowing terms when used herein shall have the meanings

. specified:

6'1

4.2

4,3

4.5

4.6

Accounting Practice: Generally accepted accounting princi-

ples, in accordance with FERC Accounts.

Administrative Representative: The representative desig-

nated by each Party pursuant to Sectiom 5.1.1.

~-Appendix: -An Appendix to this Partitipation Agreement,

unless otherwise stated.

Arizona Transmission System: The transmission system

described in Appendix A.

California Transmission sys:em: That portion of the Miguel

Substation to Yuma Switchyard S00kV line which is wvithin

the state of California.

Capacity: Electrical rating expressed in megawvatts (MW) or

megavolt-smperes (MVA).
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4,7

“.8

4.9

4,10

4,11

4.12

4.13

Capital Improvemgnts: Any Units of Property, land or land

rights which are added to the Arizona Transmission System,
the berterwent of land and land rights or the enlargement
or betterment of any Unite of Property constituting a part
of the Arizona Transmission System, and the replacement of
any Units of Property for other Units of Property or the
replacement of land or land rights constituting a part of
the Arizona Transmission System, irrespective of whether
such replacement constitutes an enlargement or betterment
of that which it replaces, wbich additions, bettermenta,

enlargements, and replacements in accordance with Account-

ing Practice would be capitalized,

Construction Account: An account used by the Project

Manager's accounting department to receive and disburse

Construction Funds pursuant to Section 13.

Construction Coordinator: The representative designated by

SDGSE pursuant to Section 5.1.3.

Construction Costs: The costs of constructing the Q;izpn{'.m""

Transmission Systexm, &s described in Section 11.

Construction Director: The representative designated by

APS pursuant to Section 5.1.2.

Construction Funds: Monies advanced to the Project Manager ’

on behalf of the Parties in accozrdance with this ?ltt;;ipc-

tion Agreement.

Construction Insurance: Policies of insurance relating to

the Arizona Transmission System during the construction
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1 thereof as provided in Section 20.1,

5 4.14 Cons;;‘uction Schedule: The schedule of Construction Work

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

4 Sections 8.3.2 or 8.3.3.

5 4.15 Construction Work: All work undertaken by the Project

6 Hanager pursgant to Section 8, including but not limited

7 to, all engineering, design, construction, contract prepa-
s ration, purchasing, supervision, expediting, accounting,

9 ingpection, testing and the placing in service of the

10 Arizona Transmission System.

1 4.16 Date of Approval: The date on which each Party has given
12 vritten notice to the other Party that all approvals have
13 been received without unacceptadle conditions in compliance
14 with the provisions of Section 31.5.

15 4.17 Date of Firm Operation: The first day on which deliveries
16 ~ of Power and Energy may be scheduled on a firn basis over
17 the Arizona Transmission System as designated by the Con-
18 struction Direct.pr ...nd the Con;truct:iqg Coordinator.

19. ' 6.15 Diﬁsiona .A »igroup of employees headed by a vice president
20 consisting of all persons on the APS organizationgl chart
21 which report to him.
22 4.19 Energy: Kilowatt~hours (XWH). '
23 ' 4.20 FERC Accounts: The Federal Energy Regulatory Commission's
2% "Un:l_forn System of Accpunts Prescribed for Public Utilities
28 and Licensees (Class A and Class B)," in effect ac of the
26 date of this Participation Agreement, and as such system of
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1 accounts may be in effect from time to time. References in -
2 this Participation Agreement to any specific FERC Account

3 number shall mean the FERC Account number in effect as of

4 the effective date of this Participation Agreement or any
"5 successor FERC Account,

6 4.21 Final Completion Report: A complete summary of .Construé-

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

8 scription of the Arizona ‘rransnission.System &3 constructed
9 - and a summary of each Party's contriiwtionn to Construction
10 Costs.

11 4.22 Operating Agent: The Party responsible for the performance
.12 of Operating Work, except scheduling Power and Energy

13 deliveries over the Arizoma Transmission System pursuant to
14 Section 15.4,

15 4.23 Operating Capability: The capability of the Arizona Trans=-
16 mission System to transmit Power and Energy tcheduled. by

17 the Parties in each direction between the Palo Verde

18] "  Switchyard aud the Yuma Switchyard. - e
19 4.24 pperating Committee: The committee estadlished purS\;llnt. to
20 Section 5.1.4.

21 4.25 Operating Costs: The costs of performing Operating Work.,
22 4.26 erating Emergency: An unplanned event or circumstance

23 caused by the failure or threat of failure of the Arizona
24 Transmission System facilities which reduces or may reduce
28 the Operating Capability of the Arizona Transmission System.
26 4,27 Operating Funds: Monies advanced to the Operating Agent on
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behalf of the Parties in accordance with this Participation

Agreement.

0p¢rl£ing Insurance: Policies of insurance relating to the

Arizona Transmission System to be procured and maintained

ag provided in Section 20.2.

Operating Work: All work undertaken by the Operating Agent

or the Scheduling Agent pursuant to Project Agreements,
including but not limited to, all engineering, contract
preparation, purchasing, repair, supervisiom, training,
expediting, inspection, testing, protection, facility
operation, retirement, maintenance, use, management, and
making Capital Improvements to and for the Arizona Trans-

mission System.

Palo Verde Switchyard: The high voltage switchyard which

is associated with the Palo Verde Nuclear Generating Sta-
tion located west of Phoenix, Arizona.

Palo Verde Termination: A component of the Arizona Trans-

mission System described in Appendix A.l..

Palo Verde - Yuma 500kV Line: A component of the Arizona

Transnission System described in Appendix A.2,

Participation Agreement: This agreement titled “Arizona

Public Service Company and Ssn Diego Gas & Electric Company
Arizona Transmission System Participation Agreement.”
Power: Kilowatts (KW) or megavatts (MW).

Project Agreements: This Participation Agreewent and any

agreement entered into by the Project Manager in connection
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with the performance of Construction Work, .and any other
agreement vhich the Parties agree to designate as a Project
Agreenment, including those agreements listed in Appendix F,
as such.lgreenents are originally executed or as they may
therenftét be supplemented or amended.

Project Insurance: Construction Insurance and Opersting

Insurance,
Projcct Manazer: The Party responsible for the perforlancc
of Construction Work.

Rated Capability: The transfer capability for resource and

transmission planning and reporting purposes of thas Arizona
Transmission System in either direction between the Pslo
Verde Suitchyard and the Yuma Switchyard, expressed in
negawvatts and determined 1in accordance with Section 15.7.

Request for Funds: The written request of the Project

Manager or Operating Agent for funds required for

Construction Work or Operating Work.

_Request for Information: A request wade in qri:ing by one

Party upon another . Party, specifying the recorﬂc, documen-
tation or informatfon for which the request is made. '

Responsibility for Costs: The percentage of financial

11ad111ty of each Party for costs of Construction Work and
Operating Work for each component of the Arizona Transmis-
sion System, which i{s the same as the parcentage ovner-
ship established in Section 6;

Scheduled Date of Firp Operation: The target Date of Firn
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_¥illful Action: Action taken or not taken by a Party at

Operation contained in Appendix € or its most recent revi-

sion.

Scheduling Agent: The Party responsible for scheduling (i

Power and Energy deliveries over the Arizons Transnission

System pursuant to Section 15.4.

Section: A Section of this Participation Agreement, unless

otherwise stated.

Sharable Units: Departments which incur costs that are

part of the administrative and genéral expenses which are
sharable with the costs ofbtﬁn Arizona Transmission System
as defined in Exhibit E~1 to Appendix E.

Units of Proggrtz: Units of property as described in the
Federal Energy Regulatory Commission's “List of Units of
Proparty for Use in Connection with Uniform System of
Accounts Prescribed for Public Urflities and Licensees” in
effect as of the date of this Participation Agreement, and

as such 1ist may be amended from time to time.

the direction of 1ts directors or officers affecting its

performance under this Participation Agreevent, which

action: | ﬁ

4.67.1 1s knowingly or intentionally taken or not taken
with conscious indifference to the consequence;.
thereof or with intent that injury or damage uould'
result or would probably result therefrom:

4.47.2 Has been determined by final arbitration suvard or

l -
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26 4.50

final judgment or judicial decree_to be a breach of
contract under this Participation Agreement and
which occurs or continues beyond the time specified
'1n such arbitration sward of judgment or Judicial
decree for curing such default or, if no time to
cure is :pecified therein, occurs or continues
thereafter beyond a Teasonable tiwme to cure such

" default;

4.47.3 1g knowingly or 1nt§ntionally taken or not taken
with knowledge that such action constitutes a
breach of contract under this Participation Agree-
ment; or

4.,47.4 Does not include any act or failure to act which s
wmerely {nvoluntary, accidental or negligent.

Work Liability: Liability of one or both Parties for

damage suffered by anyone other than a Party, whether or

not resulting from the neglipence of a Party, its direc~

tors,«otiicorl,"enployeecmor.any Person or entity whose-. —.._....}. . . .

negligence could be imputed to such Party rc:ulttng ftam.

4.48.1 The performance of Construction Work or Operatins
Work; or

4.48.2 The use or ownership of the Arizona Transmission
System. '

Yuma -~ Border 500KV Line: A component of the Arizona

,Transmission System described in Appendix A.4.

Yuma 500kV Breaker Yard: a couponent of the Arizona

SWPL 2611
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Transmisasion System described in Appendix A.3.4.

r

. 4.51 Yuma Intercomnection Facilities: A component of the Ari-

zona Transmission System described in Appendix A.3.3.

4.52 Yuma Switchyard: A component of the Arizona Trausmission
System described in Appendix A.3.
5. ADMINISTRATION:

5.1 To secure effecrive cooperation and interchange of informa-

tion and to provide prompt and orderly consultation between

——
AT N7 T S VI X

the Parties concerning administrative and technical matters

which may arise in éonnection with the terms and conditions

-t
o .

of the Project Agreements, the Parties hereby establish the

L
[ 3

following:

5.1.1 One Administrative Representative and an alternate

g -
W N

-

sball_be designated by each Party.

8 14 .
L 15 5.1.2 A Construction Director and an altermate shall be
' designated by APS.
17 5.1.3 A Construction Coordimator and an alrernate shall
I L l 8 be designated by SDGEE.
l -3 19 S.l.4 An Operating Committee member and an altarnace
L 20 shall be designacted by each Party.
' ! - 21 5.2 The Aduinistrative Representatives shall, among other
b’
t H
. 22 Ehings _
I l_ 23 5.2.1 Provide liaison between the Parties at the vice
- 24 presidential level.
' W 25 5.2.2 Supervise generally the Construction Director,
' . 26 Construction Coordinator, and Operating Committee,
‘.' .
. SWPL 2612 ’ ~10-



%

r

- I G W W W Y e

v

L

r.ﬂ

DEC~28~2000 11:43

SLLE-aRIY WENH T IUN SIS

1 and any other committee or representative estab-
2 lished pursuant to the Project Agreements. .
3 5.2.3 Review, discuss and attempt to resolve all disputes
4 " referred to them by: (i) the Comstruction Director
$ or the Construction Coordimator, (ii) the Operating
6 Committee, or (iii) any other committee or repre-
-7 sentative established by the Project Agreements.
8 5.2.4 Reviev and approve, modify or otherwise act upon
9 ' .ucomendations of the Project Manager, the Operat-
10 ing Agent, or the Scheduiing Agent made pursuant to
11 the Project Agreenen':ﬁ.
12 5¢2.,5 Approve budgets for Construction Work and Operating
.13 Work.
14 5.2.6 Approve the Final Complecion Report..
s 5.2.7 Approve all rev'isions of Appendicies A, F, I, and
16 I
17 5.2.8 Perforw snch other duties as way be designated in
18 the Project Agreements. |
19 5.3 'rhe Construccrion Director and the Construction Coordinator
20 shall jointly, awong other things: - |
_21 5.3.1 Provide liaison between the Parties with tegard to
22 Construction Work.
23 5.3.2 Perform such other du't__iec as may be designated in
24 the Project Agreements or assigned by the Admini~
25 etrative Representatives.
26 5.3.3 Provide for the development of procedures for
SWPL 2613 -11-
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5.7

5.8

5.9

5.10

5.11

vritten notice thereof to the other Party.

Each Party shall notify the other Party in writing promptly
of any chauge of 1ts designated representatives.

On the Date of Firm Operecion, control of the Arizona
Transmission System shall transfer from the Construction
Director and ConatfPFtion Coordinator to the Operating
Committee.

The Construction Dir;ctor and Construction Coordinator
shall hive no responsibilities or authority hereunder fol=-
lowing the Administrative Representatives’ approval of tha
Final Coumpletion Keport- .
All matters pertaining to Construction Work, which must be
referred to the Aduinistrative Representatives pursuant to
the Pro ject Agreements, shall be reviewed by the Construc~
tion Director smnd Comstructiom Coordinator before such
referral to the Administrative Representatives.

All matters pertaining ro Operating Work, which must be
referred to the Adninictta:ive.kepresencativeo_pursuant to
the Project Agreements, shall be reviewed by the Operating
Coqnitcée”beforé‘such'referral to the Administracive Repre=-
sentatives. |
ﬁicher Administrative ﬁcptelen&:tive may upou sufficient
advance notice call meetings as he deems necessary and |
shall notify the other Administrarive Represencative in

vriting and supply a written agenda for such meetings.- The

. 26 Adniunistrative Representatives or their designated alter—
l.
o . SWPL 2614 -3
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6.2

6.3

6.4

following components of the Arizona Transmissien System:

6.1.1 ThcAPalo Verde Termination.

6.1.2 The Palo Verde - Yuma 500KV Line.

6.1.3 The Palo Verde - Yuma 500kV Line Termination.
APS shall own a 66.72 undivided interest and SDGSE shall
own a 33.3% undivided interest es tensnts in common in the
Yuma 500kV Breaker Yard.

SDGSE shall solely own the following components of the
Arizona Transmission System.
6.3.1 The Yuma = Border 500kV Line Termi{natiom.
6.3.2 The Yuna - Border 500KV Line.

APS shall solely own the Yuma Interconnection Facilities.

7. CONSTRUCTION BUDGET:

7.1

7.2

The initfal budget in Appendix G is approved, and upon
detercination that the total estipated costs of construc-
tion exceed the most recegtly approved budget by 10% or
more, the Project Manager shall develop a revised budget
and submit it to the Administrative Representatives . for
thedr approval, wodification, or other ;etion.

The initial cash flow is 1nc1uded>1n Appendix B and the
Construction Director shall develop and forward to the Con—
struction Coordinator a revised cash flow in similar form
(1) on September 1 of each year during Construction Work,
and (14) within 30 days after a new budget is approved.

Such cash flow shall be divided by calendar months through

. the Scheduled Date of Firm Operation.

SWPL 2615
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. 7.3 Revisions in the budget. for Construction Work shall be

2 accompanied by supporting information whenever:

3 7.3.1 Thé erision for any work activity category exceeds
4 . 1102 of the pPreviously approved budget for such

5 vork activity category, or

6 7.3.2 The revision is due to a change in scope of any

72y .- vork activity category.

g | 8 CONSTRUCTION WORK:

9 8.1 The Project Manager for the Arfzona Transmission Systén

ol shall be APS.

1 8.2 SDGEE hereby sppoints the Project Manapger as its agent, and
12 A the Project Manager shall undertake as SDGSLE'g agent and ag
13 principal on 1tg own behalf, to perforn Construction Work
14 ' and to carry out the duties and responsibilities proviﬁcd
15 heresunder to be performed by 1t.

16 8.3 The Project Manager shall: .

17 8.3.1 Submit any change in the description of the Ar}zonn
18 © e Transmission System con;:ingdlin Appendix A, to the
19 Administrative Representatives for their teyieu and
20 approval, modification, or other action.
21 8.3.2 Prepare and issue a quarterly progress report ghich
22 shall contain at least a Frend Teport, a Comstruc-
23 " tion Schedule, a forecast of expenditures, a report
24 of expend}tures to date, and & report of construe-
26 . tion progress to date.
26 | 8.3.3 submit anmy Proposed change in the Scheduled Date of

-16=
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B.3.4

8'3 .5
B.3.6

8.3.7

8.3.8

8.3.9

Firm Operation to the Administrativa Representa~-
tives for approval.

With respect to all aspects of Construction Vork,
subject to the provisions of Sections 5.2, 5.3,
8.4, and ‘8.7 negotiate and enter into any agreement

for Construction Work, and purchase and procure

such equipment, apparatus, mschinery, materials,

toois, supplies ;nd services as it may deem neces-
sary or useful for the performance and completion
of thé Construction Work from any source or sources
it may select, including SDGLE.

Obtain all right-of~way for the Arizona Transcis~
sion System in accordance with Appendices I and J.
Arrange for placement of Construction Insurance
pursuant to Section 20.1.

Datermine which contractors, if any, shall be

required to furnish any portion of the Construction

Insurance, other insurance an@_faithful pertoruggpg

snd payment bonds.

Assigt any insurer in the 1nveatigation.nadjns:nent
and settlement of any loss or claim arising out of
Construction Uork.

Present and prosecute claims against insurers and
indennitors providing Cohstruction Insurance or
indemnities in respect of any loss of or damage to

any property of the Arizona Transmission System or

SWPL 2617
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8.3.10

1iability of either Party to third parties covered
by Construction Insurance or any indemnity agree-

went, and to the extent that any such loss, damage

or llability is not covered by Construction Insur-

ance or by any indeamnity agreement, present and
Prosecute clainms against amy parties who nay be

liable therefor. If the cost of repair, replace-

‘ ment or correction of such loss or damage arising

out of a single incident or event exceeds $100,000
or such other amount as may be set by the Admini-
strative chrésentativ.s, the Project Mansger shall
not settle any claims with respect thereto without
the consent and approval of the Administrative Rep-
resentatives. '

Subject to the provisions of Sectioun 21 and except
a8 provided in this Section 8.3.10, investigate,
adjust, defend and settle claims against either or
both Parties arising out of or attributable to Com-
struction_ﬂbrk, or the past or future petformance
Or pnonperformance of the obligntionsilnd du:iil‘of
either Party, including the Project Manager, under
or pursuant to the Project Agresments, including
but not liqit;d to any claiw resulting from death
or injury to persons or damage to Property, when
said claims are not covered by valid and collecti~-

ble Construction Insurance or other valid and ecol~

SWPL 2613
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8.3.12

8.3.12

lectible insurance carried by either Party, and,

vhenever and to the extent warranted, present and

' prosecute claims against any third party, including

insurers, for any costs, losses and damages incur-
red in connection with said claims. The Project

Manager shall obtain the approval of tha Admini-

strative Representatives before any said clainm or

coubination of said claims against eithar or both
Parties arising out of the same transaction o;
inciaent is ltttlcd-for more than $100,000 or such
other amount as may be set by the Administrative
Representatives, unless the entire amount of the
settlement in excess of said limit is recoverable
from an insurer providing Construction Insurance.
Execute, administer, perform and enforce all con-
struction agreements in the name of the Project
Manager, acting as principal on its owm behalf and
as agent for SDGEE, in vhich the Parties shall have
undivided interests as tenants in common in propor—
tion to their Responsibility for Costs in the
Arizona Transaission §yoten, and furnish a copy of
any such agreement to SDGEE upon Tequest.

Comply with or with the approval of the Administra=
tive Representatives, adninistratively or judicial-~
ly challenge (i) any and all laws applicadle to the

performance of Construction Work, including witheutr

SWPL 2619
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8.3.13

8.3.14

8.3.15

limitarion all applicable laws, iuien. and regula~
t{ons for protection of the health, safety and wel-
fare of the public and enviromment and all applic-
able provisions of any workmen's coupensation laws;
and (11) the terms and conditfons of any contract, |
peruit or license relating to the Arizona Transmis-

sion Systen.

‘Expend the Construction Funds in accordance with

the terms and couditions of this Participation

Agreement.

Keep and maintain records of monies received and

: éxpended, obligations incurred, credits accrued,

estimates of Construction Costs (excluding, subject
to Section 17.3, ad valorem taxes or paynents in
lieu thereof and allowance for funds uaed during
coastruction) and contracts entered 1nto in the

performance of Conl:ruction Work, and nako such

.Tecords availlbla.for‘inspec:10n~and copying by --

' SDGAE at reasonable times and places.

Not suffer any liens to remain in effect unsatis-
fied against the Arizona Transaission Systenm, other.
than liens permitted under the Project Agreement:,
liens for taxes or assessments not yet delinqucnt.
liens for lador and naterial ROt yet perfected,
liens for workmen's conpensation awards not yet

perfected, or undetermined charges or liens inci-

SWPL 2620
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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 Manager shall
not be required to pay or discharge any such lien
as long as 1t in good faith shall be contesting the
same, which contest shall operate during the pen-
dency thereof to prevent the collection or enforce-
ment of such lie_n so contested.

Obtain or cause to be obtained NeCessaATy construc—
tion permits, temporary access rights and other
licenses and approvale requisite to the performance
and completion of Construction Work and initiatien
of Operating Work.

Develop and negotiate such agreements ss shall be
required in order to interconnect &t the Palo Verde
Switchyard. Such agreements shall be approved and
executed by the Parties. )
Upon its Request for Information, provide SDGSE
with copies of records and information pertaining
to the performance of Construction Work. Notwith-
standing any provisions in the Project Agreements
to the contfary. in the event that the information :
requested i{s voluminous, the information shall be
made available for inspection and copying at rea~
sonable times and places.

Furnish SDGXE any assistance and information rea-

sonably requested and available pertaining to the

SWPL 2621




- -
- O

13
14
15
16
17
18
19
20
21
122
23
24
28

8.3.20

8.3.21

8.3.22

8.3.23

8.3.24

8.3.25

803026 ’

construction of the Arizona Transmission Systen.
Use its best efforts in performing its responsibil-
ities hereunder to complete Construction Work by
the Scheduled Date of Firm Operation.

Keep SDGE&E fully and prouptly advised of signifi-
cant developments in connection with the progress,
performance, cost and completion of Construction
fork;

Prepare and deliver the Final Completion Report to
SDGSE as soon as practicable, but not later than
twventy-four (24) months after the Date of Firm
Operation, unless such time 1s extended by the
Administrative Representatives.

Upon his request, provide each representative
establisbed hereunder with records and information
for his use in performing his responsibilities
under the Project Agreements.

Construct the Arizona Transmissfon System so as to
comply with the Project Agreenents. .
Conduct tests to verify that specified chancteris—
tics of major equipnent items have bean achieved
and, 1f necessary, make or cause to be nade those
final equipment modifications necessary to meet the
spacified requirenments.

Provide for and enforce any and all wvarranties on

equipment, facilities, materials and services sold

SWPL 2622
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) to or furnished for the Arizona Transmission Systen.
5 8.3.27 cConduct such environmental studies as the Admini~
3 . strative Representatives direct.
4 8.3.28 Approve all press releases concerning the construc~
| tion of the Arizona Transmission System before they
6 are released.
21 8.3.29 Have full responsibility and authority for employ-
8. . ing and organizing the personnel and staff required
9 to complete the Construction Work. ‘
10 8.3.30 Prepare recommendations covering matters to be
n reviewed and acted upon by the Administrative
12 Reprasentatives or the Construction Director and
13 the Construction Coordinator.
14 8.3.31 Carry out the directives of the Administrative
18 Representatives with respect to the matters set .
16 forth in the Project Agreenments.
19 8.4 The Construction Director €hall prepare and sudnit the
18 following in a timely manner to the Construction Coordi-
19 gatur for review and approval, modification or other action:
20 8.4.1 The bidding, purchasing, and change ord;r proce;
21 dures to be used by the Project Manager for Con-
22 etruction Work.
23 8.4.2 The design parameters which define the operating
24 characteristics of the Arizons Transmission Systen.
25 8.4.3 Any changas with regard to matters described in
26 Sections 8.4.1, 8.4.2 and B.4.5. .
23~
SWPL 2623




8.4.4 A bidders list for any request for bids on equip~
ment or services which are anticipated to cost more
than‘SZO0,000 shall be submitted at least 15 days

..ptior to mailing to the bidders. The insulators,
tover steel, conductors, 500kvV breakers, and series
and shunt line compensstion equipment are all anti-

cipated to cost more than $200,000. Upon receiving

quc\u&wn

~ - -n-—_—.—
&&k&nﬁSGwSRuauN—-c’

8.5

B.6

8.7

8.8

the.bidders list, the Comstruction Coordinator
shall have 15 days to Tequest any changes in the
bidders list. After such time the bidders list
&£hall de deemed approved.
8.4.5 The bid evaluation p:oc;dure to be used for each of
the equipment and services listed in Section B.4.4,
As soon as the design specifications are available for
towers, conductbrs, shield wires, insulators, breakers, and
series and shunt line compensation, the Construction Direc-
tor shall forward the respeftive design specifications to
the Construction Coordinator for review and comment,
Contracts awarded on a cost reimbursadle dbasis shall
include audit clauses providing for the right to audit Sy'
the Project Manager.
The Project Manager shall not enter into construction
contracts nor make commitments for equipment or materisl
ptﬂor to th; Date of Approval without the approval of the
Authorized Representatives,

SDGEE shall provide to the extent possible all assistance

SWPL 2624
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required by the Project Marager in performing its oblige-
tions hereunder, and the Construction Director and Con-
struction Coordinator shall allocate SPG&E's appropriate
costs to Construction Costs according to Accounting
Practice.

SDGSE shall, within sixty (60) days after this Participa-
tion Agreement becomes effective, submit to the Project
Manager in writing any special requirements it may have
regarding accounting, records, or inforna:iog so that all
required records may be mlinfiincd in the sane manner
throughout the construction of the Arizona Transmission

System. The Project Manager shall use its best efforts to

accommodate ssid special requirements.

CONSTRUCTION LIAISON:

SDGLE may, at its option and entirely at SDGSE expense,

23sign one person to the project. The person assigned by

SDGAE shall be a working member of the project and shall:

9.1.1 Report to a member of the Construction Director's

. staff. | .

9.1.2 Submit a monthly report of sctivities, findings,
conclusions and recommendations to the Construction
Director.

9.1.3 Follow the Project Manager's rules and guidelines
for conduct.

9.1.4 Send the Construction Director copies of sll cor-

respondence with SDGSE.

SWPL 2625
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9.1.5 Have access to all files and documents pertaining
to the Arizona Transmission System to the same

- extent 8s the Project Manager's engineers and

inspectors,

9.2 Upon written notice to SDG4E, the Construction Director may

require SDGAE to replace the assigned person., The grounds
for such rgplncenent shgll be reasonable and shall be
clearly stated in the notice. .

The Project Manager chall'furnicﬁ the necessary office
wmaterials, services and fa:iiitics. long distance tele~
phone costs of the person assigned by SDGAEX shall be
charged to the Arizona Transmission System.

A project vehicle will de assigned to the person sssigned
by SDGSE for normal project activities. Transportation to
and from San Diego or for off duty use will not be provided

by the Project Manager.

10. OPERATING AGENT:

10.1* The Operating Agent for the Arizona Transmission System

shall be APS,

SDGSE heiehy appoints the Operating Agent as its egent, and

the Operating Agent shall undertake as SDGSE's agent and as.

principal on its own behalf, to perform Operating Work and
to carry out the duties and responsibilities provided here-
under t6 be performed by it.

The Parties recognize that Salt River Project Agricultural

Improvement and Power District is the operating agent of

SWPL 2626
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18 10.4.2

10.4.1

the Palo Verde Switchyard and will operate the Pelo Verde
Termination pursuant to the proposed interconnection agree~
ment to ‘be executed between the Arizona Nuclear Powver
Project participants and the Parties.

10.4 The Operating Agent shall:

Prepare and submit recommendations to the Admini-

strative Representatives for their review and

approval, modification or other action with fcspect

to each of the following mateers:

10.4.1.1 The propoued.Capitll Improvements budget

10.4.1.2

and proposed operation and maintenance
budget pursuant to Sectiom 18.

The proposed form of written statistical
and administrative reports, written bud-
gets, and inforwation and other similar
records to be kept by the Operating Agent

with respect to Operating Work,

Prepare and submit the following in a timely mznner

to the Operating Committee for review and approval,

wmodification or other action:

10.6.2 .1

10.4.2.2

10.4,2.3

The proposed outages of the Arizona Trans-—
mission System‘for-scheduled maintenance,
A proposed written statement of'operatiag
practices and procedures.

Proposed procedufcs for accounting for

transmission losses.
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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 in accordance with gener-

ally accepted practices in the elecetric utilicy
industry as such practices may be affected by the

design and operational characteristics of the

. Arizona Traosmission System, the rights and oblje

gations of the Parties under this Participation
Agreement, and any other special circumstances
affecting Operating ﬁérk.v

Contract for, furnish and obtain from any sources
it may select, including SDCSE, the services and
studies necessary to peTform Operating Work pur~
suant to the Project Agreements. Contracte sward~
ed on a cost reimbursable basis shall include audic
clauses providing for the right to audit by the
Project Manager.

Execute and enforce contracts necessary to perform
0perating.work. .

Furnish and train the necessary personnel to per-
form Operating Work. .

Comply with or vith.the approval of the Administra-
tive R;presentatives, cdministfatively or judicial~

ly challenge (i) any and all laws and regulations

- applicable to the performance of Operating Work,

including all applicable provisions of any work-
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10.4.8

10.4.9

10.4.10

10.4.11

men's compensation laws; and (ii) the terms and
conditions of any contract, permit or license
relating to the Arizona Transmission System.
Purchase and procure, through and from any source
it may select, the equipment, apparatus, machin-
ery, tools, materials and supplies necessary to
perform Operating Work pursuant to the Project
Agreements,

Expend Operating Funds in accordance with the téx1nl
and conditions of tﬁis Participation Agreement.
Keep and maintain records of monies received and
expended, obligations incurred, credits accruved,
and contracts entered into in the performance of
Operating Work and make such records available for

inspection and copying by SDGLE at reasonable times

and places.

Not suffer any liens to remain in effect unsatis-
fied against the Arizona Transmission Systén, other
than the‘liens permitced un&er the Project Agree-
ments, liens for taxes and assessmentz not yet
delinquent, liens for workmen's compensation
svards, liens for labor and material not yet per=-
fected, or undetermined charges or liens inciden-
tal to the performance of Operating Work; provid-
ed, however, that the Operating Agent shall not be

required to pay or discharge any such lien as long

SWPL 2629
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10.4.12

10.6.13.

as it in good faith shall be contesting the seme,
which con?ect shall operate during :ﬂe pendency
;hereof.to prevent the collection or enforcement of
such lien so contested.

Arrange for the placement and waintenance of Oper-

ating Insurance pursuant to Section. 20.2.

Present and prosecute clajms againet insurers and

indemmitors providing Opersting Insurance or
indemnities in respect of any loss of or damage to
any property of the Arizona Transmission System or
liability of either Party to third parties covered
by Operating Insurance or by any indemnity agree-

ment, and to the extent that ary such loss, damage |

“or liability is not covered by Operating Insurance

10.4.14 .

or by any indemnity agreement, present and prose~
cute claims agsinst any parties who may be liable
therefor. 1If the cost of repair, replacement or
correction of such loss or damage ariaing oﬁt of a .
single incident or event exceeds $100,000 or such
other amount as may be set by the Administrative
Representatives, the Operating Agent shall not
settly ;ny claims with respect thereto without the
Consent and approval of the Administrative Repre=-
sentatrives,

Subject to the provisions of Section 21 and except

as provided in this Section 10.4.14, investigate,
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10.4.15

adjust, defend and settle claims igainst either or
both Parties arising out of or attributable to
Operating Work, or the past or future performance
or nonperformance of the obligations and duties of
either Party, under or pursuant to this Participa-
tion Agreement, including but not limited to any
claim resulting from death or injury to persona or
dsmage to property, when said claims are not cov-
ered by.valid and collectible Operating Insurance
or other valid and collactible insurance carried by
either Party, and, vhenever and to the extent war-
ranted, present and prosecute claims against any
third party, including insurers, for any costa,
losses aud dsmsges incurred in connection with saigd
claims. The Operating Agent shall obtain the
spproval of the Administrative Representatives
before any said claim or cowbination of said claims
against either or both Parties arising out of the
same trahsa:gion or incident is settled for_um:-e
than $100,000 or such other amount as may be set by
the Administrative Representatives, unless the
entire amount of the ;ettlment in excess of said
Iil-llit is recoverable from an insurer providing’
Operating Insurance.

Assist any insurer in the investigation, adjust-

ment and settlement of any loss or claim arising

l SWPL 2631
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10.4.16

out of Operating Work,

Keep SDGLE fully and promptly advised of material

~ changes in conditions or other material develop~

ments affecting the performance of Operating Work,

and furnish copies of any notices given or receiv-

~ ed pursuant to the Project Agreements.

10.4.17

10.4.18

10.4.19

10.4,20

Upon its Request for Information, provide SDGLE
with all written statistical and administrative
reports, operating reports, written budgets,
accounting records ;nd information and other
records relating to Operating Work which may be
necessary for SDGLE to perform its responsibili-
ties under the Project Agreements.

Upon ite Request for Informationm, provide SDGSE, in
reasonable quantity, a copy or copies of any
report, record, list, budget, manual, accounting or
billing uuwmiry. classification of sccounts or
other documents or revisions of any of the afore-
said items pertinent to thi; Participation Agree-
ment,

Prepare recommcndatiﬁnﬁ covering matters to be
reviewed and acted upon by .the Administrative
Repre-enéitive: or tSe Operating Committee.

Carry out the directives of the Administrative
Representatives and the Operating Committee with

respect to the matters set forth in the Project

o - D .
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Agreements.

10.4.21 Perform Operating Work with the objective of per-
mitting each Party to use under normnlioperlting
conditions its share of Capacity in the Arizonma
Transmission System in a manner which will not
unreasonably affect the operation of the Parties'
electric systems or the electric systems of inter-
connected third parties. This Sectiom 10.4.21
shall not be construed to create rights in or
benefit any third party,

10.4.22 Defend title to the Arizona Transmission System
held by the Parties.

10.5 SDGAE shall provide to the extent possible all assistance
required by the Operating Agent in performing its obliga-
tions hereunder, and the Operating Commmittee shall allo-
cate SDGSE's appropriste costs to Operating Costs according
to Accounting Practice.

10.6 Materials, supplies and spare parts.required for maintain-
ing or making emergency repairs on the Arizona Trln:ni;iion
System shall be taken from the Project Manager's inventor-
ies and the charges for such equipment shall include the

Project Manager's normal waréhouse loadings.

CONSTRUCTIOR COSYS:

11.1 Construction Costs of the Arizona Transmission System shall
include all payments made and obligations incurred by the

Pro ject Manager for or in connection with Construction Work,
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including, but not limited to, those costs specified in
Section 11.2 and in Appendix D.

Construction Costs shall also include all paywents made and
obligations incurred by the Project Mansger pursuant to the
Arizona - San Diego 500kv Interconnection Letter of Under-
standing dated November 22, 1978, including any amendments
thereto. Such costs shall include an A & © loading of 12
of Coﬁ;trucfion Costs as calculated in Appandix D.1.13,
booked vp to and including the month in which this Partici-
pation Agreement becomwes effective. Thereafter, the A & G
loading on Construction Co-t;lahall be the rate determined
in Appendix E.9.

All Construction Costs, except as othervise specifically
provided in this Participation Agreement, shall be shared
by the Parties in proportion to their Responsibility for
Costs 3pecified in Appendix B,

All Construction Costs which cannot be allocated to a
specific component or components of the Arizona Transmis-
sion System shall be shared by the Parties ig proportion to
the mumber of 500kvV line miles and t‘e percent ovnerthip-ao
shown in the following example:

EXAMPLE: ;

The Palo Verde - Yuma Soouv Line = 118 Miles

The Yuma -bsordcr 500kY Line = 6 Miles

The APS Cost Allocation = 118 Miles x 11X o 39,49
Sopcation 124 Wiies 0.3
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SDGAE Cost Allocation = 118 Miles x B9Z + 6 Miles x 100X wu
124 Miles

89.532

———

The :;st of land, fencing, site preparstion and all other
costs of constructing the Yuma Switchyard which are not
directly associated with a specific component listed in
Appendix A.3.1 through A.3.4, shall be allocated between the

Parties as follows:

APS - 66,72 SDGSE ~ 33.3%

12. OPERATION AND MAINTENARCE COSTS:

12.1

’ -t o -
N B g e 3saxE8 =8

12 .2

NN
R R

12.3

26

Operation and maintenance costs of the Arizona Transmission
System shall include all payments made and obligations
incurred by the Operating Agent for or in connection with
the performance of Operating Work, including (i) those costs
of Operating Work specified in Appcndix E, and (ii) those
costs specified in Section 17 to the extent any tax or pqy-r
ment in lieu thereof is levied against a Party in behalf of
both Parties, and in Section 20.2 (excluding workmen's com—
pensation expense for the Operating Agent's employees);
provided, however, that Construction Costs and Capital’
Improvement costs shall not be included in operstion and
maintenance costs.,

Cost of opefation and maintenance of the Arizone Transmis—
sion System shall be shared in proportion to each Party's
Responsibility for Costs as shown im Appendix B.

All Operating Costs which cannot be allocated to a specific

component or components of the Arizona Transmission System

SWPL 2635




SDG&E at reasonable times and places its books and records

I
2. necessary for SDGSE to audit or have audited such books and
3 records with respect to Construction Work or Operating
4 Work. To the extent such audits revéal over or under
’ p payments by a Party an adjustment shall be made with the
6 next Request for Funds.
7' | ’ll‘o.. ADJUSTMENT FbR PAYMENT OF ACTUAL CONSTRUCTION COSTS:
8 Within 30 days after approv,l.of the Final Completion Report
9 pursuant to 5.2.6, cash adjustments shall be made between the
110 Parties so that each item of Construction Costs shall be shared by
nl - each Party in proportion to its Responsibility‘for Costs. Any
12 Construction Costs which shall be attributable to more than oae
13 | component of the Arizona Transmission System shall be equitably
14 " allocated by the Project Manager to the components of the Arizona
18 Transmission System, subject to the review and OPPF?VII of the
16 Construction Director and Construction (bordinatot.%

17| 15+ USE, SCHEDULING, AND LOSSES:

19
20
21

25
26

For resouréc nn& transmission planning and re%orting
purposes, the Parties shall be entitled to schedule Power

and Energy over the Arizona Transmission System for their

respective accounts st the Palo Verde Switchyard for deliv-

ery to the Yuma Switchyard, or at the Yuma Switchyard. for
delivery to the Palo Verde Switchyard, in tﬁc'iollovin;

percentage of Rated Capability:
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15.2

15.3

15.4

For operating purposes, the Parties shall be entitled to
schedule Power and Energy over the Arizona Transmission®
Syste; for their respective accounts st the Palo Verde
Switchyard for delivery to the Yums Switchyard, or at the
Yuma‘Svitchynrd for delivery to the Palo Verde Switchyard,

in the folloving percentage of Operating Capability:

15.2.1 APS - 112

15.2.2 SDGSE ~ 892

SDG&E shall have thé ;ole‘:ight to deliver Power and Energy

in either direction over the Yuma - Border 500kV Line.

The Scheduling Agent for the Arizona Trln;mi:lion System

shall be SDGEE. The Scheduling Agent shall:

15.4.1 Schedule all Pover and Energy deliveries over the
Arizona Transmission Systenm. ,

15.4.2 Prepare and submit the proposed criteria for deter~
mining the Operating Capability of the Arizona
Transmission System to the Administrative Represen-
tatives for their review and spproval, uodiiication
or other action. Such criteria shall recogniie'che
necessity to maximize the Operating Capability at
all times, consistent with ﬁ&udent electric utility"
practice, and shall take énto account loop flowe,
equipment outages, emergency conditions and actual
operating experience,

15.4.3 At least two months before the Scheduled Date of

Firm Operation, prepare and submit to the Operating
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21
22

24
25
26

Committee for review, approval, wmodification or
other action, the proposed procedure for Power and
Energy scheduling and acecounting.

15.4.4 At least six months before the Scheduled Date of
Firm Operation, and from time to time as requested
by the Opersting Committee, prepare and submit to
the Operating Committee for its review, approval,

"nodification or other action, the practices, proce-
dures and operating studias required to determine
the Operating Capability. Such practices, proce-
dures and operating studies ghall be developed pur~
suant to the criteria approved pursuant to Section

. 15.4,2.

15.4.5 Establish and make known on an hourly basis the
Operating Capability based on the procedures
approved pursuant to Section 15.4.4.,

Pover and Energy scheduled by the Parties over the Arizona

Transmission System between the Palo Verde Switchyard and

the Yuma Switchyard shall be scheduled and controlled by the

Parties under practices and procedures approved by the -

Operating Committae. ’fbe Scheduliﬁg Agent shall receive and

deliver or cause ;o be received and delivered all Pover and

Energy which a Party has scheduled for its account (i) at

:h9 Palo Verde Switchyard for delivery to the Yuma

Switchyard and (ii) at the Yuma Switchyard for delivery to

the Palo Verde Svitchyard; provided, hovever, that the

SWPL 2638
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i quantity of Power and Energy so delivered shall not exceed
2 the Operating Capability.
3 15,6 The procedure for accounting for transmission losses in the
4 Arizona Transmission System shall be developed and approved
5 by the Operating Comxrittee five months prior to the Sched~-
6 uled Date of Firm Operation as follows:
2. 15.6.1 A table of loss adjustments for actual Emergy _
8 deliveries betveen the Palo Verde Switchyard and the
9 Yuma Switchyard 69kV billing meters shail be
10 approved by the Operating Committee prior to the
11 Date of Firm Operation so that met Energy schedules
12 shall be made to reflect average losses, taking finto
13 account the direction of actual Energy flows. - Such
14 table of loss adjustments shall be based on power
15 flow studies conducted jointly by the P‘a.rties and
16 shall take {nto account line, transformer and shunt
17 reacr.or. losses. Losses shall be scheduled during
18 sinilar 10ad hours within seven day§ after such
19 losses afe incurred.
20 15.6.2 For Energy accounting purposes the Arizona Trans-
n nission System shall be within the SDGSE ucounting”
22 area and APS shall schedule to SDGSE losses based
23 upon actual flows of Power and Energy at the Yuna
24 Switchyard 69kV metering point.
28 15.6.3 The table of transmission loss adjustments estab~
2 lished by the Parties shall be reviewed upon the
-4]=
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11
12
13
14
1s 15.8
16
17
18
19
20
21

22

15.9

<10
% 15.1

28
26

request of either Party. Revisions to the table
shall be made only when justified by changes in
eleétrical characteristics of the Arizona Transnis-
'sion System, or vhen operating experience has den-
onstrated that the loss adjustwents are incorrect.
At least five months befors the Scheduled Date of Firm
Operation the Operating Committee shall Prepare and subdnit
to the'Adnihistrativé Representatives for their reviev and
approval, modification or othei action, a recommended Rated
Capability. - The criteria for determining such capabilicy
shall be based ﬁn the results of engineering studies. Rated
Capability shall be raviewsd by thae Operating Commitrea from

tina to time and approved by the Administrative Representa~

tives.

Each Party shall have the non-exclusive right to gsd the
S00kV portion af the Yuma Switchyard to transfer all Power
and Energy scheduled on its share of the Arizona Transmis-
sion System, as specified in Sections 15.1, 15.2 and 15.3..
Either Party Bay, at its expense and upon entering into an
agreement vith the other Party, make interconnections to the
Yuma 500kV Breaker Yard. Such agreement shall specify the
terms and conditions under which such interconnections may
be made.

All transactions between the Parties shall be deemed to take
piace 8t the Palo Verde Termination unless the Parties

othervise agree. Upon nutual agreement, the Parties may use
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By
12
13 15.12
14
18
16
17
18 15.13
19
20
2]
22
23 15,14
24
25
26

the Yuma Switchyard 69KV metrerinp point as s transacrion
point. |

Planned.outages of the Arizona Transmission System for main-
tenance, repairs, replacements, installation of equipment,
investigation or inspection shall be coordinated by the
Parties and be scheduled as far in advance as practicable.
Planned outeges of the A&izona Transmission System shall be
scheduled by and have the approval of the Operating Commit-
tee. Such planned outsges shall not commence without the
prior approval of the Parties’ load supervisors, resocurce
coofdinators ot échedulers as appropriate, which approval
shall not be unreasonsbly withheld.

Power flows over the Arizona Transmission System shall be
ieasuted by metering equipment at the Palo Verde Terminatiom
and the Yuma Switchyard. Such metering equipment shall be
maintained by, or csused to be maintained by, the Operating
Agent. -

The Operating Agent shall periodically calibrate and test -
all meters installed pursuant to this Participation Airée-
ment. In so doing, the Operating Agent shall follow the
practices and procedures approved by the Operating Commit-
tee.

Either Party may make non-firm use of unused Operating Capa~
bility in addition to its entitlement under Section 15.2 to
the extent ;hat unused Operating Capability is determined to

be available by the Scheduling Agent; provided, however,
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that neither Party shall have the right to sell to a third
party such non-firm use of unused Operating Capabiliry.

A Party vhich sells Power and Energy to a third party
tequiring use of Operating Capability in excess of its
entitlement listed in Section 15.2, shall pay a vheeling
charge to the other Party for use of such Capacity in excess
of its entitlement. 4

A Part‘y nafdng use of Operating Capability in excess of its
entitlement pursuant te Section 15.2, shall imzmediately
reduce such sqhednlcs to the extent required to accommodate
schedules of the other Party and operate within the Operat-
ing Capability.

An APS~SDGEE Communication Agreement shall be developed by
the Parties to provide for the communication system which
will be required to properly operate the Arizons Transuis-
sion System. Such agreement shall define the ovnership,
rights to use, allocation of costs, and the operation and

naintenance of the communication equipment .

16. OPERATING EMERGENCY:

16.1

NN W
I VIS

16.2

[N 3 (%)
Ou&

1f an Operating Energcncf occurs, the Operating Agenﬁ shall
take all steps reasonably necessary to end the Operating
Enmergency, in accordance with generally accepted practices
in the electrie utility industry.

As soon as practicable after an Operating Emergency begins,
the Operating Agent shall advise 'SDG&B of its occurrence and

nature, the steps taken or to be taken to end it, and an
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16.3

16.4

estimate of its duration.

The Operating Agent's costs incurred and charged to mainte-
nancé.expense to repair, restore, and reconstruct the Ari-
zona Transmission System shall be allocated to the Parties
in proportion to their Responsibility for Costs for the
components of the Arizona Transmission System being repair-
ed, restored, or reconstructed. Costs incurred by the
Operating Agent for Capital Improvenants shall be allocated
to the Partie; in proportion to their Responsibility for
Costs in the components of the Arizona Transmission Systen
to which such Capital Improvements are made, and the Oper-
ating Agent shall b1ll the Parties therefor in accordance
with Section 13,

After the Oparating Epergency ends, tha Operating Agent
Ehall submit to SDGEE a summary of the costs incurred to
repair, restore, reconstruct or make Capital Ioprovements,

and such other information ;: may be required by the Oper~

ating Compittee.

TAXES:

17

The Parties shall use their best efforts t; have any author=
ity levying any taxes, essessments, or payments in lieu
thereof, or making any valuations for the purpose of levying
any taxes, assessments, or payments in lieu :her;cf, on the
Arizons Transmission System, or any interest or rights

therein, assess them directly against the owvnership or bene-

ficial interest of each Party.
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' 17.2 Al}l taxes, assesspents or Fayments in lieu thereof levied

5 8gainst each Party's ownership or benefici;l interest in the
3 Arizona Transmission System, except those taxes, assessments
4 " or payments in lieu thereof levied against an individual

5 Party in behalf of both Parties, shall be the sole responsi~
- 6 bility of the Party upon whose ownership or beneficial

2] interest they are levied.

8. 17.3 1If any property taxyes. oT payments in lieu thereof or any X

9 other taxes or assessjnents are levied or assessed {n a

10 manner other than as specifig§ in Se'ctlon 17.1, the Admini~
1 ‘strative Representatives shall establish equitable prac—
12 tices and proceduras for thair apportionment betwean the

13 Parties.

14 18. BUDGETS AND CAPITAL IMPROVEMENTS:

5 18,1 At least five months before the Scheduled Date of Firm Oper-.
16 ation, andpno later than August 1 of each _year thereaft..er:“
17 the Oper;ting Agent shall prepare and subnit to the Admini-
18 strativc Reprcsenutivc: for their reviev and appro'ul th
19 proposed dudget for Operuting Hotk fo'r_ flzg_f_ollwiug. cahr
20 dur yean.

21 18.2 At. least three nonths before the Scheduled Date of Firm

22 Operation and no later than October ) of each year there-
23 after, the Mnunist.utive Representatives shall approve a
24 budget for Operating Work for the following calendar_ year.
25 18.3  SDGEE shall supply any information the Operating Agent

2 requires from it to prepare the px;oposed budgets.
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18.4

18.5

18.6

18 l7

18.8

18.9

18.10

The Adninistrative Rébresentatives may 8t any time approve
revisions to the budget for Operating Work.

All froposed ¢FP¢EE{§“{!3 for Capital Improvaments, includ-
ing a contingency allowance for capital expenditures if
?Esessitateﬁ by an Operating Emergency, shall be included in
the dudget for Operating Work. Aftef such budget has becn..
approved by the Administrative Representatives, each Party

shall be obligated for the costs incurred thersunder ig—

- -

proportion to its Responsibility for Costs. )

All Capital Improvements which are for the sole use or bene~

fit of one Party shall be owned and paid for by such Pnrtj.
The Operating Agent shall subzmit to the Oparating Committee
annually a forecast of cesh requirements by month for the _
budget year for all Operating Work. 5Said forecast shall be
submitted annually within 50 days after final budget approv
als have been made. A revised forecast shall be submitted
whenever the budget for Operating Work is fevised and
approved, or vhenever significant changes in monthly expen~
ditures fron those previously forecast are anticipated.

The Operating Agent shall be responsible for the design and
construction of all Capital Improvements.

The cost of Capital Improvements shall be deternined in
accordance with Appendix E.

Units of Property retired from service shall be disposed of
by the Operating Agent on the best available terms as soon

2s practicable, and the proceeds, 1f any, received therefrom
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23
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APPENDICES:

Appendices A through J. as they presently

shall be credited or distributed to the Parties in propor-

tion to their Responsibility for Costs associated with such

units..

appear or as they may be

revised are Sereby nade a part of this Participation Agreement.
INSURANCE ¢

20.1

Unless otherwise specified by the Administrative fepresenta-

tives, during the performance of Constructiom Work the

Pro ject Manager shall procure and maintain in force, or

cause to be procured and maintained in force, policies of

Construcction Insurance of the following types:

20.1

20.1.2

+1 Comprehensive bodily injury, personal injury and

Proparty damage l1iability insurasnce covering the
Parties and contractors, including automobile 1ia-
bility, conrractual 1fability, ovmers' and contrac-
tors' protective liability and 1iabllity for pro-
ducts and completed oparations. :
All Risk Builder's Risk Insurance, covering ;be
Arizons Transmission Systen anq Constructidniﬂbtk.
Such insurance shall apply to all Construction Work
and to materials while in tfantit and vhile stored
at the job site and shali afford coverage from the
beginning of Construction Work until the Final Coo-

pletion Report is filed.

20.1.3 A1l Risk Contractor's Equipment Insurance, covering
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l . owned, hired or furnighed equipment used in connec—

tion with the performance of Construcrion Work for

2

: 3 - which the Parties are responsibdle.
I L P 20.1.4 Employee Dishonesty Bond, covering employees of the

L s ' Project Manager while engaged in Construction Work.
i 6 20.1.5 Vorkmen's Cmﬁensation and Employer's Liability

L 71 Insurance, including all states endorsement covering
l ' 8. empioyeen of :he'Project Manager and contractors

L‘ 9 engaged in the performance of Construetion Work.
l L 10 The Project Manager may at its option be a zelf-~

insurer in whole or in part for workmen's compensa-

tion for its ovn employees.

12

r 13 2}).2 Unless othervise specified by the Adminietrative Representa-—

N e tives, the Operating Agent shall, on or before the date of
15 firm operation of the first component of the Arizona Trans~
16 mission System to be completed and during fhe performance of
17 Operating Vork, procure and maintain in force, or cause to
18 be procured and maintained in force, policies of Operating
19 Insurance for the Parties of the following types:

20.2.1 Physical damage insurance, covering all facilities

W
8

i 21 except transmission towers, conductors and ground
I L 2 vires. Coverage for facilities at the Palo Verde
, 23 Teruination may include coverage for nuclear contam-
I b 24 ination. Excepted property may be covered at the
- » 25 | option of the Operating Agent.
l 26 20.2.2 Cowmprehensive bodily injury, personal injury and
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property dacage 1iability inmsurance, including
coverage for hazards of automobile liability, con-
tractual 1liability, owners' and contractors protec—
tive liabllity and 2iability for products and com~
pleted operations.,

20.2.3 Workmen's Compensation and Enployer's Liability
Inéurance, covetfng employees of the Operating Agent
performing Oper&ting Work, in & manner sufficient to
satisfy spplicable statutory requirements. The
Operating Agent may at its option be a gelf-insurer
in whole or in part for VWorkmen's Compensation
coverage.

20.2.4 Employee Dishonesty Bond covering dishonest or
fraudulent acts committed by zmployces.of the Opar-
ating Agent vhile performing Dp-ratingiubtk.

Except for Project Insurance described in Sections 20.1.3,

20.1.4, 20.1.5, 20.2.3, and 20.2.4 esch Parfy sball be a

nanmed insured, individually and Jointly with the other

Party, on all Project Insurance, and the policies of Project

Insurance referred to in Sections 20.1.1 and 20.2.2 shall

include severability of interest provisions.

In lisu of naming the Pattiea.inspred in policies descrided

in Section 20.1.1, the Project Manager may require contrac-
tors to procure owners' protective l1iability coverage, nam-
ing the Parties insureds therein.

Any deductibles or self-insured retentions in Project Insur-
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20.6

20.7

20.8

ance shall be apportioned between the Parties on the basis
of the owvnership in the respective components of the Arizona
Transmission System, except that the deductible or self-
insured retention under any workmen's compensation insurance
carried for officers and employees of the Project Manager
and Operating Agent shall be spportioned in the manner
specified in Section E.7 of Appendix E.

Each Party shall have the right to ha§§ any wortgagee,
trustee or secured party nawed on all or any of the Project
Insurance policies as loss pi&ee or additional insured as
its interest may appear, by notice to the Project Manager or
Oparating Agent which ghall specify the name or names of
such portgagee, trustee or secured party and such nddition#l
information as may be necessary.to pernit it to be included
on the policy(ies) of Project Insurance.

The Project Manager or Operating Agent shall fu&nish SDGLE
vith a certificate of each Project Insurance policy,
together with a line sheet therefor (and any subsequent
amendments) naming the insurers and undervriters and the
extent of their participstion. Said Project Insurance
policies are subject to the approval of SDGEE and shall not
be wodified or changed by the froject Manager or the Operat-
ivg Agent without written approval of SDGSE, except for
minor or insubstantial modifications or changes.

Each of the Project Insurance policies shall be endorsed so

as to provide that all named insureds shall be Biven the
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20.9

20.10

same advance notice of cancellation or material change as
that required to be given to the Project Manager or Operat-
ing Aggn:. '

Project Insurance policies shall be primary insurance for
21l purposes and shall be so endorsed. Any other insurance
carried by a Party individually shall not participate with
Project Insurance &s to any loss or cleim for which valid
and collectible Project Insurance shall apply. Such other
insurance shall apply solely as to the individual interest
of the Party carrying such other insurance; provided, how-
ever, that such Party shall accept any raasonable restric~
tive endorsement to its separate insurance policies as may
be required by an fnsurer as a condition precedent to the
issuance of s policy of Project Insurance.

Notwithstanding the provisions of Section 20.7, 4f the
Parties are unible to agree upon any matters relating {o
Project lasurance, the Project Manager or Operating Ag{pt,
pending the resolution of such disagreement, shall proéure
or cause to be procured, such policies of Project Insurance
28 {n its judgment are necessary to protect the Purtiél

against the insurable risks set forth {n Sections 20.1 and

20.2. During any period of negotiations vith an imsurer, or’

other negotiations which ara pending at the expiration of
coverage of a Project Insurance policy, or if a Project
Insurance policy is cancelled, the Project Manager or Oper-

ating Agent shal) renew or bind policies as an energency

A,
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21.2

21.3

measure or may procure policies of Project Insurance which
are identical to those which were cancelled, or nay, to the
extent possible, secure replacement policies which will
provide substantially the same coverage as the policy expir-

ing or cancelled.

21. LIABILITY:

" 21.1 Except for liab{lity resulting from Willful Action and

subject to the provisions of Section 21.3 and 21.4, neither
Party, its directors, officers, or employees, shall be lia-
ble to the other Party for any uninsured loss, damsge,
clain, cost, charge, or expense of any kind or nature
resulting from Construction Work, Operating Work, use or
ouner‘ﬁip of either Party's electric system or the perfor-
mance or nomnperformance of the obligations of a Party under
this Participation Agreement, and each Party releasés and
waives any or all right of Tecovery agsinst the other Party,
its directors, officers and employees from any such
liability. .

Except as provided in Sactions 21.3 and 2.4, the costs and
expenses of discharging all Work Liability inposed upon
either Pitty for which payment iz not made by Project
Insurance, shall be shared and p‘id for by bhoth Parties in
proportion to their respective Responsibility for Costs.
Each Party shall be responsible for any direct, indirect, or
consequential damage, loss, claim, cost, charge, or expense

that s not covered by Project Insurance and results from
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28.6 1f a dispute between the Parties should arise voder the Pro-

Jece Agreeieu:s after the Date of Firm Operation concerning
Clplt;i Improvements, the Operating Agent xhall delay making
ouch.Capital Improvements until the dispute is settled.

1f » dispute between the Parties should arise under the Pro-
Ject Agreements after the Date of Firm Operation, the Oper-
ating Agent 1s suthorized and obligited'to take such action,
consistent with th; Project Agreenenii and generally accept-
-ﬁ practice in ;bc alectric utility industry applicable io
300kV transmission facilities, as 1s necessary or appro-
priate to repair snd paintain the Arizena Transmission
Systen.

The Project Manager or the Operating Ageat shall give prior
notice t; the Parties of any action to be taken pursuant to
Sections 28.5 or 28.7.

Any funds which are advanced by the Parties to the Project
Manager dnring the pendency of a dispute shall not be sub-~
ject to refund except upon a final deternination that the
expenditnrea vere not made in a manner consistent with the

Project Agreements and genarally accepted practice in the

electric utility industry as such practices relate to elec~

trie transamission systens.

29. ARBITRATION:

If either Party shall call for subnission of a dispute to
arbitration pursuant to Section 2B8.4, such Tequest shall be

binding upon the other Party.

‘f ) -"‘»\
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29,2

29.3

The Party calling for arbitration shall give wvritten notice .
to the other Party, setting forth in such notice in adequate
detail the nature of the dispute, the amount or amounts, if
any, involved in such dispute, and the remedy sought by such
arbitration proceedings, and, within tventy (20) days from
receipt of such notice, the other Party may, by written
response, submit its own statement of the matter at issue
and set forth in adequate detail additional related watters
or issues to be arbitrated. Thereafter, the Party first
submitting its notice of the matter at issue shall have ten
(10) days after receipt of the response in which to submit a
written rebuttal statement.

Within forty (40) days after delivery of the vritten notice
calling fo; arbitration pursuant to Section 29.2, the Par-
ties shall meet for the purposs of selecting arbitrators.
Each Party shall designate an arbitrator. The arbitrators
80 selected shall weet within twenty (20) days after their
selection and shall select one additional arditrator. If
the arbitrators selected by the Parties shall fail to select
such additional arbitrator within said twenty (20) day per-
iod, then they shall request from the American Arbitra:iqn
Association (or a similar organization if the American Aﬂ;i-
tration Association should not at the time exist) a list of
arbitrators wvho areAqnalified and eligible to serve as here-
inafter provided. The arbitrators selected by the Parties
shall take turns striking namee froo that list and the last

Sl
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name remaining on the list shall be the edditionsl arbitra-
tor. All arbitrators shall be persons skilled and expers-
enced in thg field vwhich gives rise to the dispute, and no
person ;hnll be eligible for appointment as an arbitrator
who is or has been an officer or enployce’of either of the
Parties to the dispute or 1s otherwise interested in the
matter to be arbitrated.

Excapt ;. oibcrwi-e provided in this Section 29, the nrbi;
tration shall be governed by the rules and practices of the
Anerican Arbitration Association (or the rules and practice
of a similar organization if the American Arbitration Asso-
ciation should not at that time exist) from time to time in
force, except that if such rules and praciice, as modifiaed
herein, shall conflict with state or Federal laws then in-
force which are specifically applicable ﬁo such arbitration
proceedings, such laws shall govarn.

Included in the issues which may be submitted to arbitration
pursuant to ‘this Section 29 is ths issue of vhether the
right to .rbitrai.e & particular dispute is permizted under
the Project Agreements. '

The arbitrators shall hear evidence subuitted by the respec-
tive Parties and may call for additional information, which .
additional information shall be furnished by the Party hav—
ing such information. The decision of a majority of the
arbitrators shall be binding upon the Parties.

The award of the arbicrators shall_contain findings relative
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to the materiality of the defaulr, the period of time within
vhich thc-deflultins Party must resedy the default or com=
nenc§'renedial action, and the rensdies which may be exer—
cised by the non~defaulting Party in the event the default
is not remedied within such period of time.

This agreemeant to arbitrate shall be specifically enforce~
able, and the avard and findings of the arbitrators shall be
final and binding upon the Parties to the extent permitted
by applicable law. Any au?:d may be filed with the clerk of
any court having jurisdiction over the Party against whonm
the avard {5 rendered, and upon such filing, such award, to
the extent permitted by the laws of the jurisdiction in
which said awvard is filed, shall be specificelly enforceable
or shall forn the basis of a declaratory judgment or other
sinilar relief.

The fees and expenses of the arbitrators shall hé shared bdy
the Parties equally, unless the decision of the arbitrators
shall specify some other apportiomment of such fees and
expenses, All other expecses and costs of the arbifrhtion
shall be borne by the Party incurring the san?.

If either Party shall attempt to carry out the provisions
herein set forth in regard to arbitration, and such Party
shall not be able to obtain a valid and enforceable arbitra-
tion decree, such Party shall be entitled to seek legal

renedies in the courts having jurisdiction inm the prexises,

and the provizions of the Project Agreements referring to
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" decision of a board of arbitration, to the extent allowable

by law, shall be then deemed applicable to final decizions

of such courts.

& W 0w

30. GOVERNING LAW:

This Participation Agreement shall be governed by and construed

and enforceable in accordance with the laws of the State of

. Arizona.

31, AUTHORIZATIONS AND APFROVALS:

-} oD q.-o\ w

31.1 Each Party shall be responsidle for obtaining, at its own
10 expense, its required asuthorizations and approvals relating

1" to its participatfon in the construcrion of the Arizona j '
1

12 Transmission System and to its performance of the provisions

13 ) of this Participation Agreenent, from Federal, state or -

14 local regulatory authorities having jurisdiction to fssue

15 such authorizations and approvnl.:, and each Party shall keep

16 the other informed of its appl.icctiona therefor.

19 31.2 The Project Manager shall use ita bast efforts to obtain the

18 following prior to March'l, 1982; .

19 31.2.1 A Certificate of Environmental Coupnubility. for the

20 Arizona Transmission System 1ssued by the Arizona ]"
21 ~ Corporation Commission. . . ]
23 » : 31.2.2 Approval of the Final Environmental Statement for r‘l
23 the Arizona Transmission System by the U. S. Buresu

2 of Land Management. "l
26 31.3 SDGSE shall use its best efforts to obtain the following '
” prior to March 1, 1982: | ’l

| ]
64~ ‘
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24
25
26

1.4

31.5

32. TEES:

31.3.1 A Certificate of Public Convenience and Necessity
fof the California Transmission System issued by the
Caltfornia Pudblic Utilities Commission.

31.3.2 Approval of the Final Environmental Statement for
the Califotnia Transuission System by the U. S.
Bureauv of Land Management.

The expenses incurred in acquiring the items described in

Section 31.2 shall be a part of Construction Costs.

Within ten (10) days after each approval in Sections 31.2

and 31.3 has been issued to the requesting Party, such Party

shall give written notice to the other Party that it has
received such approval and shall state whether or not such
approval has conditions which are unazcceptadle to it. With-
in ten (10) days of receiving the notice froa the first

Party, the second Party shasll likewise give notice to the

first Party whether or not sucs approval has conditions

vhich are unacceptable to ft« I1f an approval has conditions
unacceptable to either Party, the Parties shall nckogiate in
good faith terms and conditions to mitigate such unnﬁéipt-
able conditions; provided, however, that no Party shall be
required to agree to any term or condition which is unac~-

ceptable to 1it.

The Project Manager or Operating Agent shall not receive any fee

or profit hereunder.
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ERVIRONMMENTAL PROZECTION:

The Pro ject Manager shall design and construct the Arizont Trans-

migsion System in conformance with the terms and conditions of any
contract, permit, or license required for the comstruction of the

Arizona Transmission System.

UNCONIROLLABLE FORCES:

Ro Party tball be considered to be in default in the performance
of any of its obligations under the Project Agreements (other than
obligations of said Party to pay costs and expenses) wvhen a fail-
ure of performance shall be duevtb an uncontrollable force. The
‘term "umcontrollable force” shall be any cause beyond the control
of the Party iffectnﬂ. including but not restricted to failure cof
or threat of failure of facilities, flood, sarthgquake, tornado,
storn, fire, lightning, epidemic, war, riot, civil disturbance or
disobedience, labor dispute, lebor or material shortage, sabotage,
restraint by court order or public suthority (whether valid or
invalid), and action oz non-nction by or inability to obtain or
keep the pecessary authorizations or approvals from lny‘governnen“
tal agency or authority, which by axercise of due diligence such
Party could not reascnably have been expected to avoid and which
by exercise of due diligence it syall be unadle to overcome. It_‘

is the intent of the Parties that the principle of Ejusdum Generis

ghall not be used as a limitation on the term “uncontrollabdle
force” in interpreting or construing this Participation Agree-
nent. Rather the Parties intend a liberal interpretation of that

tern, and accordingly intend thj: in questions of assucption of
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1 risk or contingencies, whether foreseen or not, the presumption

2 shall be that risks not explicitly assumed by a Party are not

3 assuxed by said Partj 1f, in fact, they are uncontrollable even

4 vith foresight. Nothing contained herein shall be construed so as
5 io require a Parﬁy to settle any strike or labor dispute in which
6 it may de involved. Either Party rendered unzdle to fulfill any
7 ’ of its obligations under the Project Agrgenents by rasson of an

8 uncontrolladble force shall give prompt written notice of such fact
9 to the other Party and shall exercise due di{ligence to renova such
10 inability with all reasonable dikpatch- The term “Party” as used
1 " dn this Section 34 shall include the Project Manager, Opersting

12 Agent and Scheduling Agent in their capscities as such.

13 35. BINDING OBLIGATIORS:

14 33.1 All of the respective covenants and oblixatipns of each of _
s the Parties set forth and contained in the Pr.oject Agree-
16 ments shall bind and shall be and become the respective

7 covenants an}l obligations of:

18 35.1.1 Each such Party;

19 35.1.2 an nortgasns. trustees and secured parties .under
20 all present and future mortgages, indentures snd

7 deeds of trust and security agreenents vwhich are or.
2 m3y becone a lien u{)oﬂ aﬁy of the interests of the
23 Parties in the Arizons Transnission System; provid-
2 ed, hovever, that such covenants and obligations

28 shall become binding upon such parties only at the
26 time of taking poxsession;
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35.1.3 All receivers, zssignees for the benefit of credi~
tors, bankruptcy trustees and referees of the Party;
35.1.4 Ali othér persons, firms, partoerships or corpora=
| tions claiming through or under any of the fore-
going; and
35.1.5 Any successors or‘n:sisns of any of those mentfoned
in Sections 35.1.1 through 35.1.4.
All of fbe respective covenants and obligations of sach of
the Parties set forth and contained in the Project Agree~ '
ments shall be covenants and obligations running with such
Party’s respective rights, titles and 1ntefnta in the Ari-
zona Transmission Systen and in, to snd under the Project
4greenents, and shall be for the benefit of the Tespective
rights, titles and interests of the Parties and their
respective successors and assigns, in and to the Arizona
iransmission System. It is the specific intention of this

provizion that all such covenants and obligations shall be

- binding upon any party which acquires any of the rights,

titles and interests of any such Party in the Arizona Trans-
zission System or in, to and under the Project Lgrcea;nts
and that all of the above~described persons and groups shall
be obligated to use such Party's rights, titles and 1nterest‘:.
in the Arizona Transmission System and/or in, to or under
the Project Agreements for the purpose of discharging its
covenants and obligations under the Project Agreszants;

except that in the case of a partial assignnent the assignee
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1 shall only be required to share in the ;:ost of fulfilling
2 the covenants and obligations of the assigning Party in, to
3 and under the Project Agreements to an extent proportionate
4 or attributable to such assignment.
s 36. NONDLDICATION OF FACILITIES:
6 The Parties do not intend to dedicate and nothing in this Partici-
) : pation Agre_encntl or the Project Agreements shall be construed as
8 constituting a dedication by either Party of its prope&ies or
° facilities, or any part thereof ..’to the other Party or to the
10 customers of the other Party.
1 37. MORTGAGE AND TRANSFER OF INTEREST: .
12 37.1 Eesch Party shall have the vight to wortgage, create or pro~
13 ﬂde for a security interest in or convey in trust all or a
14 part of its ownership share in the Arizona Transmission
15 System, together with an equal interest in ttfe Project
16 Agreenents, to a trustee or trustees under a :deed of trust,
17 mortage or indenturs or to'a secursd party or parties under
18 a security agreement, as securi:y‘for, it"pre;sent or future
19 bonds or other obligations or securities, and tp any succas-
20 sors or assgigns thereof, without need for the; consent of the
21 other Party and without such mortgagee, tm:tju or secured -
22 party assuming or becouming in any respect obligated "to per-
23 form any of the obligations of the Party.
24 37.2 Aay mortgageas, t;.rustu. or secured party under present or
25 future deeds of trust, mortgages, indentures or security
26 agreements of' either Party, and any successor or assignee
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thereof, and any receiver, referee or trustee in bankruptcy
Or reorganization of either Party, and any successor by
action of lav or otherwise, and any purchaser, transferee or
gssignee of any of then Bay, without the consent of the
other Party, succeed to and acquire all the rights, titles
and interests of such Party in the Arizoma Tfansuilsion Sys~
tem and thg Project Agraenents, and may take over possession

of or foreclose upon said property, rights, titles and

- interests of such Party, and in such event shall assume and

be obligated fully to perform and discharge all of the obli~
gations of such Party hereunder and under amy other Project
Agreemant.

Except as provided in Section 25, each Party shall have the
right to transfer or assign all or part of its Rated Capa-
bility i{n the Arizona Transzission System, together with an
equal interest in the ovnership of the Arizona Transeission
Systen and in the Project Agreements, to any person, part-
nership, corporation, or governmental corporation or agency
engaged in the generation, transmission or distribu:ioqtof
energy. .

Except as othervise provided in Sections 37.1 and 37.2, any
Successor to the rights, t!tleé and interests of a Party in
the Arizona Transmission System, together uith an equal
interest in the Project Agreenents, shall assume and agree
fully to perform and discharge all of the obligations here-

under of such Party, and such successor shall notify the
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other Party in writing of such transfer, assignnent or mer-
ger, and shall furnish evidence of such transfer, assigment
or perger and thereupon shall be considered to ba 8 Party in
the Arizona Transnission System and the transferring Party
shall thereupon, without the consent of the other Party, be
released from all obligations under the Project Agreements

s0 assumed and agread to by such successor.

38. GENERAL PROVISIONS GOVERNING PROJECT AGREEMENTS:

C ® 9 0 W s W N

as.l1
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The Parties agree to negotiate in good faith and to proceed
with diligence to obtain all of the Project Agreenments be-
tween the Parties and between the Parties and other entities.
Each Party agrees, upon request by the other Party, to make,
execute and deliver any and all documents reasonably requir-
ed to implement this Participation Agreement and the Project
Agreements.

Each term, covenant and condition of this Partfcipation
Agreement and the Project Agreements is deemed to be an
independent term, covenant and condition..uud gh.4obligntion
of each Party to perform any or all qf the terms, covén;ncs
and conditions to bde kept and performed by it is not depen—-
depnt on the performance by the other Party of any or all of'
the terms, covenants and conditions to be kept and performed
by them.

1f any of the terms, covenants or conditions of this Parti-
cipation Agreement or any of the Project Agreements, or the

application of any such term, covenant or conditionm, shall
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be held invalid as to any person or circumstance by any
court having jurisdiction in the premises, all other terms,
covenants or conditions of such agreements and their appli-
cation shall not be affected thcrcby..but shall remain in
force and effect.

The Project Agreenments shall be subject to filing with, and
to such changes or wodifications as may from time to time b;
directed by; competent regulatory authority, 1f any, in tﬁe
exercise of its jurisdiction. | .

Except ss otheruise specifically provided in this Participa-
tion Agreement or the Project Agrceusnts,-th‘ Parties do not
intend to create rights in or to grant remedies to any third
party as a beneficlary of this Participation Agreenent or
the Project Agreexents or of any duty, covenant, obligation
or undertaking established therein.

Any waiver at any timc'by any Party of its rights with
respect to a default or any other matter arising in connec~
tion with this Participation Agreement or a Project Agree-
ment shall not be deemed a vaiver with Tespect to aﬁyieubse-
quent default or matter. ;
All costs or expenses, including all taxes that the Operat-
ing Agent 1s required to pry (but not specifically referred
to in other sections of this Participation Agre:ngnt). which
are incurred by the Operating Agent in connection with the
perforn:ncc of its obligations under this Participation

Agreenent and which are not specifically allocated to the
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38.9

TERM:

39.1

39.2

Parties in accordance with this Participation Agreement
shall be .equitably allocated among the Parties in & manner
to be mutually agreed upon by both Parties.

Should a change in circumstances, economic factors, or basic
technology occur which results or may result in a substan-
tial increass or decrease in the benefits to or expenses
incurred by a Party, including the Operating Agent, which
such change was not within the reasonable contemplation of
the Parties st the time of the execution of this Participa-
tion Agreement, the Parties, including the Project Manager
or Operating Agent, shall negotiate in good faith in order
that an appropriate and equitable adjustment shall be made
in the payments to the Project Manager or Operating Agent
and in the allocation of expenses among the Parties. Such
adjustment shall be fair and equitable es to both the Pro-
ject Manager or Operating Agent and the other Party. Any
dispute under this Section 38.9 shall be subject to arbitra-

tion.

This Participation Agreement shall become effective vhen
signed by the Parties and shall have & term of seventy (765
years from its effective date unless terminsted esrlier
pursuant to Section 39.3 or 38.4.

This Participation Agreement supersedes and cancels the
Arizona - San Diego 500kV Interconnection lLetter of

Understanding dated November 22, 1978,
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39.3 This Participation Agreement shall terminate on March 1,

1982 unless the Parties have given written notice that each
certificate or approval in Sections 31.2 and 31.3 has been ‘
issued without conditions which afe unacceptadble to both
Parties.

If any certificate or approval in Seciions 31.2 or 31.3 has

been _1s:ugd with condigiont vhich are unacceptablé to a

Party and the Parties have been unable to agree within sixty

(60) days after such issusnce to terms and conditions to

mitigate the unacceptadble .cbnditions. then either Party say

give vritten notice to terminate this Participation Agree-
ment. Thirty (30) days after such notice to terninate, this

Participation Agreement shall terminate.

Upon termination of this Participation Agreement, the Par-

ties shall have no further obligation to each other here-

under except the following:

39.5.1 Each Party shall i»e responsidle for its Responsibdil-
ity for Costs incurred up to the date of termina- -
tion, and

39.5.2 Tha Project Manager or the Operating Agent shall

~ %all the property jointly owned by the Parties
pursuant to this Parﬂcipnt:lon Agresment for tha
maxioum reasonable value and the costs of wéh sale
and all income, if any, derived therefrom shall be
shargd by the Parties in proportion to their respec-

tive ovnership interests therein.
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RELATIORSHIP OF THE PARTIES:

40.2

40.1 The covenants, obligations and liasbilities of the Parties
are intended to be several and not joint or collective and
nothing herein contained shall ever ba construed to create
an association, joint venture, trust or partnership, or to
izpose a trust or partpership covenaant, obligation or lia-
bility on or vith regard to either of the Parties. Each
Party shall be individually responsible for its own cove-
nants, obligations and liabilities as herein provided.
Neither shall be under the control of or shall be deemed to
coutrol the other. Neither Party shall be the agent of or
have a right or power to bind the other without its express
written conseat, except as expressly provided in this Parti-
cipation Agreement.
The Parties hereby elect to be excluded from the application
of Subchapter K™ of Chapter 1 of Subtitle "A™ of the Inter-
nal Revenue Code of 1954, or such portion or portions there-
of as may be permitted or authorized by the Sccretary.ot':hc
Treasury or his delegate insofar as such Subchapter, or any
portion or portions thereof, may be applicable to ths Par~ )
ties under this Participatioi Agreeaent.

/

/
/
/
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IN WITNESS WHEREOF, the Parties have caused this Participation

AgTreement to be executed and effective as of the 292)( day

ARIZONA PUBLIC SERVICE COMPANY

AL

Prenden}. ’

SAN !?IBGO GAS & ELECTRIC COMPANY
£

‘

By ANMAc

Charrman Df The Board
and Chief Executive Officer
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San Diego Gas & Electric

PO. BOX 1831 = SAN DIEGO, CA 92112-4150 « 619/696-2000

81-050.04.04
78-003.04.04

FILE NO.

April 27, 2000

Mr. Frank Barbera
Assistant Power Manager
P. 0. Box 937

Imperial, CA 92251

Mr. Rex Stulting

Arizona Public Service Company
400 N. 5" Street, MS 2259
Phoenix, AZ 85004

Gentlemen:

Attached for your consideration are the loss coefficients for the Arizona and California
transmission system.

As you know, we conducted a review of the transmission loss procedure and the methodology
being used to determine losses. That review pointed out the fact that we had incorrectly
calculated losses for a considerable period of time and corrections were needed posthaste.

We have corrected our procedure and methodology to determine losses, as indicated on the
attached Table of Loss Coefficients for Palo Verde — North Gila and North Gila — Imperial Valley.

While this correction results in an increase of power and energy scheduled to SDG&E for energy
losses, it does not attempt to balance the energy losses with the methodology in use by the
California Independent System Operator, as we have discussed.

Should you have any technical questions regarding the methodology or loss calculations, please
contact Lu Kondragunta at 619.725.8710. Any other question should be directed to me at
619.725.8639 or Betty Cash-Hunter at 619.725.8688.

S7Al Yari
Manager, Grid Operation Services

cc: B. Cash-Hunter
L. Kondragunta



ARIZONA TRANSMISSION SYSTEM
OPERATING PROCEDURE NO. 2
TRANSMISSION LOSS ACCOUNTING
(Revised May 2000)

In accordance with Paragraph 10.4.2 of the Arizona Transmission System
Participation Agreement, this procedure is agreed to for calculating, scheduling

and accounting for transmission losses on the Arizona Transmission System.

Transmission Loss Determination

Transmission losses will be determined based on actual flows per the
Attachments. Linear interpolation will be used between table points.
Transmission loss responsibility will be based upon actual meter readings. No

load loss responsibility will be proportional to the participants entitlement in the

Arizona Transmission System.

Transmission Loss Scheduling

Transmission loss responsibility schedules will be established by SDG&E and
agreed to in advance by each participant. Itis intended that the loss schedules
will approximate the total losses on the transmission system and the deviation
between actual losses and scheduled losses will be a minimum. Advanced loss
schedules shall be based on historical data when available. All advanced loss

schedules will be firm and are not subject to change during the actual daily

operations.

SDG&E will receive schedules of power and energy for losses at Palo Verde or

mutually agreed to points of delivery.

Transmission Loss Accounting

SDG&E will contact each participant and affected control area and check and

verify, after the fact, daily transmission loss schedules.



SDG&E will provide each participant with a monthly accounting of transmission

losses including loss responsibility and loss schedules.

Procedure Review and Revision

SDG&E will periodically, or at the request of the other participants, check actual
losses on the Arizona Transmission System for the purpose of reviewing and

revising, if applicable, Attachments 1, 2 & 3.

This entire procedure is subject to periodic review and revision.

APPROVED:

ARIZONA PUBLIC.SERVICE COMPANY

DATE 1/56 /00

SAN DIEGO G/—\/S j}LECTRIC COMPANY
L A

DATE 5 7 S oop

IMPERIAL IRRIGATION DISTRICT COMPANY
oy / 7
C/ ,?"2; “,Jég ~ {/ji’//«»/ s

7
DATE < /

7




ATTACHMENT #1 ,

NO LOAD LOSS FACTOR TABLES

(Loss Responsibility = Losses (MW) x Ownership %)

Palo Verde - N. Gila SOQkV Transmission Line No Load Losses E
119kW = 0.119 MW

_ Ownership $ Responsibility
SDG&E 76.22% 0.091 MW
APS 11 % 0.013 MW
IID 12.78% 0.015 MW

N. Gila Transformer Bank 4 No Load Losses Equal:
101kW = 0.101 MW

Ownership % Responsibility
APS 100 % -101 MW
L0 L0847

N. Gila - Imperial Valley 500kV Transmission LineALosses Equal:
45kW = 0.045 MW

_ Ownership 3% Responsibility
SDG&E 85.64% . - 0.039 Mw
IID 14.36% _ 0.006 MW

Imperial Valley Transformer Bank 80 No Load Losses Egual:
176kW = 0.176 MW |

Ownership % Responsibility
SDG&E 86 % 0.151 MW
IID 14 3 0.025 MW




ATTACHMENT 2

TRANSFORMER BANK LOSS FACTOR TABLES

N. GILA BANK 4 TRANSFORMER LOSSES

NG BANK 4
FLOW* (MWh) LOSSES (MWh) .,
50 0.02 57
100 0.07
150 0.16
200 0.28

* as measured at N. Gila 69kV bus‘

IMPERIAL VALLEY BANK 80 TRANSFORMER LOSSES

IV BANK 80
FLOW* * (MWh) LOSSES (MWh)
50 0.01 .
100 0.03 0’
AV
150 0.07
0.13

200

*%x as measured at Imperial Valley 230kV bus



’ ATTACHMENT #3

TRANSMISSION LINE LOSS FACTOR TABLES

Mw Flow Palo Verde - North Gila Coeffs Using 2nd Order Regression
0 0
100 0.04
200 0.28
300 0.72
400 -1.36
500 2.2
600 3.24
700 ’ 4.48
800 592
900 7.56

1000 9.4

1100 11.44
1200 13.68
1300 16.12
1400 18.76
1500 216
1600 24.64
1700 27.88

N. GILA - IMPERIAL VALLEY 500KV LINE LOSSES

Mw Flow North Gila - Imperial Valley Coeffs Using 2nd Order Regression
0 0
100 0.03
- 200 0.22
' 300 0.57
400 1.08
500 1.75
600 258
700 3.57
800 472
900 6.03
1000 7.5
1100 9.13
1200 10.92
1300 B 12.87
1400 14.98
1500 . 17.25
1600} 19.68
o | T

~3-



FLOW VALUE COMPONENTS

ATTACHMENT #4

(see Figure #1)

1.

APS's flow

1.1

Gk W

1.
1.
1.
1.

APS's
APS's
APS's
APS's
APS's

IID's flow

2.1

[SESENEN!
A ] ) . v
U W N

3.1
3.2
3.3

IID's
JID's
IID’'s
IID's
IID's

. IID's flow

IID's
IID's
IID's

from Palo Verde (PV) - North Gila (NG) equals:

metered flow at NG
NG Transformer Bank 4 Load Losses

NG Transformer Bank 4 NO Load Losses
share of the PV-NG Transmission Line No Load Lc

share of the PV-NG Transmission Line Load Losse

from North Gila (NG) - Imperial
metered flow at IV

share
share
share
share

of IV Transformer Bank 80
of IV Transformer Bank 80
of the NG-IV Transmission
of the NG-IV Transmission

from PV-NG equals:

flow from NG-IV
share of the PV-NG Transmission

share

of the PV-NG Transmission

Valley (IV) equ

Load Losses

"No Load Losses

Line No Load Lo
Line Load Losse

Line No Load Lo
Line Load Losse:



"P.alo Verde ,
ATTACHMENT #4 {(cont'd)

FIGURE #1

Load Losses

PV-NG Line Losses
~ (APS, IID & SDGSE Share Responsibility)

No Load Losses

NG Bank 4, 500/69kV, Losses
(APS Respansibility)

North Gila >
' No Load Load
. Losses Losses
R

Load Losses

NG~IV Line Losses
> (IID & SDG&E Share Responsibility)

No Load Losses

IV Bank 80, 500/230kV, Losses
(IID & SDG&E Share Responsibility) -

AL

Imperial valley &
No Load Load
Losses Losses

AN
Y

To Miguel -
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Algorithm to compute the APS and 1ID losses

1. Read in the hourly metered flows of
i, APS at the 69 kV end of NG BK4
ii. 1ID at the 230 kV end of IV BK 80
iii. The PV-NG flow at PV 500 kV
for this hour.

2. Compute the losses of NG BK4.
i. Compute NG BK4 losses due to APS metered flow by using

interpolation per attachment #2 of ATS operating procedure No. 2
i, Find no load losses of NG BK4 obtained per attachment #1 of

ATS operating procedure No.2
iii. Add the above losses and get the total NG BK 4 losses..

3. Compute the APS share of the flow
i Add the NG BK4 losses to the metered flow of APS

4. Compute the losses of IV BK 80
i. Compute the IV BK 80 losses due to IID metered flow by using the
interpolation per attachment #1 of CTS operating procedure No. 2
ii. Get the no load losses of IV BK80 per attachment #1 of ATS

operating procedure No. 2
iii. Add the above losses to get the total losses of I'V BK 80.

5. Calculate the IID share of the flow.
i Add the IV BKS80 losses to the metered IID flow.
6. Compute the flow on the NG —IV section

i, Subtract APS share of flow from the metered PV-NG flow.

7. Calculate the NG — IV losses.
i. Use linear interpolation and the loss coefficients given in the

attached spreadsheet.

8. Calculate the IID share of NG-1V losses
i TID share of NG-IV losses = NG-IV Losses* (IID share of the

flow/Flow on NG-IV section)

ii. Add the IID share of no load losses of NG-IV section (obtained
per attachment #1 of APS Operating procedure No. 2) to the above
losses.

9. Compute the IID share of flow on PV-NG section
i, Add the TID share of NG-IV losses to the IID share of flow (Step 5)

10.  Find the losses on PV-NG section
i. Use linear interpolation and the loss coefficients given in the
attached spreadsheet.
11. Compute the APS and IID shares of losses on PV-NG section
i. APS share of PV-NG losses = APS Share of No Load losses of

PV-NG section (obtained per attachment #1 of APS Operating
procedure No. 2) + (Losses on PV-NG section*( APS share of
flow + SDG&E share of YUMA Cogeneration ) / PV-NG metered

flow.



Algorithm to compute the APS and IID losses

12.

13.

14.

15.

i IID share of PV-NG losses = IID Share of No Load losses of PV-
NG section (obtained per attachment #1 of APS Operating
procedure No. 2) + Losses on PV-NG section * (IID share of flow
on PV-NG section)/PV-NG metered flow

Compute the total losses of APS
i APS total losses for this hour =NG BK4 losses + APS share of

PV-NG losses

Calculate the total losses of IID
i TID total losses for this hour = IV BK 80 losses + IID share of NG-

IV losses + IID share of PV-NG losses.

Calculate the accumulated losses of APS and IID
i APS acc. losses = APS acc. Losses + APS total losses for this hour

ii. IID acc. losses = IID acc. Losses + IID total losses for this hour
Go to step 1 to read next hour data



EPCL PROGRAM FOR USE IN GE PSLF TO COMPUTE IID AND APS LOSSES

/* This is .EPCL program to be used in GE PSLEF */

/* This program computes the IID and APS losses */

/* The input to the program is in a formated text file
/* The input data are */

/* 1) The metered PLV-NG flow at PLV; 2) The metered flow on NG BK4 */
/* 3) the metered flow on T, 230 S (IV - ELC 230 kV line)*/

/* and the metered YUMA Cogen */

/* The loss coefficients are defined in tables given below */

/* The output is in two files called "iidout.csv" and "apsout.csv" */
/* This program and the coefficients were developed by */

/* Dr. Lu V. Kondragunta; Grid Operation Services; SDG&E */

"*.prn" */

dim *inbuf (1] [200]
dim #pvngflo(20], #pvngcoef (201, #ngivflo[20], fngivcoef[20]
dim #ngbk4flo[10], #ngbkdcoef [10], #mlbk80flo[10], #mlbk80coef[10]

$C — ","
$iidout = "iidout.csv"
Sapsout = "apsout.csv”

@ret = openlog(S$iidout)

if (Bret < 0)
logterm (" cannot open the output ifle ", $iidout, "<")

endif
@ret = openlog($apsout)
if (@ret < 0)
logterm (" cannot open the output ifle ", Sapsout, "<")

endif

@iidﬂkaO_noload_los = 0.025
@iid pvng _noload_los 0.015
@iidﬂngiv_noload_los = 0.006

i

@aps_bk4 noload_los = 0.101
@aps_pvng_nld_los = 0.013

#pvngflo (0] = 100
#pvngflo (1] 200
fpvngflo[2] 300
#pvngflo[3] = 400

It

i

$pvngflo(4] = 500
#pvngflo (5] = 600
#pvngflo[6] = 700
#pvngflo[7] = 800
#pvngflo[8] = 900

#pvngflo[9] = 1000

#pvngflo(10] = 1100
$pvngflo{ll] = 1200
#pvngflo[12] = 1300
#pvngflo[13] = 1400
#pvngflo(14] = 1500
#pvngflo(15] = 1600
#pvngflo[16] = 1700

i

#pvngcoef [0] 0.04
#pvngcoef (1] = 0.28

Page -1-




EPCL PROGRAM FOR USE IN GE PSLF TO COMPUTE IID AND APS LOSSES

#pvngcoef[2] = 0.72
#fpvngcoef (3] = 1.36
fpvngcoef (4] = 2.2
fpvngcoef [5] = 3.24
#pvngcoef[6] = 4.48
fpvngcoef[7] = 5.92
#pvngcoef[8] = 7.56
fpvngcoef (9] = 9.4
tpvngcoef [10] = 11.44

#pvngcoef [11] = 13.68
#pvngcoef (12] 16.12
fpvngcoef[13] = 18.76

I

#tpvngcoef[14] = 21.6
#pvngcoef [15] = 24.64
] = 27.88

#pvngcoef [16

$ngivflo[0] = 100
#ngivflo[l] = 200

#ngivflo[2] = 300
$ngivflo[3] = 400
#ngivflo[4] = 500
fngivflo[5] = 600
#ngivilo[6] = 700
#ngivflo[7] = 800
#ngivflo[8] = 900

#ngivflo[9] = 1000

#ngivflo[10] = 1100
#ngivflo[11l] = 1200
#ngivflo[12] = 1300
#ngivflof(13] = 1400
fngivflo[14] = 1500

= 1600

#ngivflo([15]
#ngivflo[16] = 1700

#ngivcoef[0] = 0.03
#ngivcoef[1l] = 0.22
#ngivcoef[2] = 0.57
#ngivcoef[3] = 1.08
#ngivcoef (4] = 1.75
#ngivcoef[5] = 2.58
#ngivcoef [6] = 3.57
#ngivcoef [7] = 4.72
fngivcoef (8] = 6.03
#ngivcoef[9] = 7.5
#ngivcoef[10] =9.13
#ngivecoef [11] =10.92
fngivcoef [12] =12.87
#ngivcoef [13]) =14.98
#ngivcoef[14] =17.25
fngivcoef[15] =19.68
fngivcoef [16] =22.27
fngbk4£flo[0] = 50
#ngbk4aflo(l] = 100
#ngbk4flo(2] = 150
#ngbk4flo[3] = 200

Page -2 -



EPCL PROGRAM FOR USE IN GE PSLF TO COMPUTE IID AND APS LOSSES

fingbk4flo[4] = 250
#ngbk4flo[5] 300

i

#ngbkdcoef (0] = 0.02
#ngbkdcoef[1] = 0.07
#fngbkdcoef[2] = 0.16
fingbk4coef [3] = 0.28
#ngbkdcoef[4] = 0.42
#ngbkdcoef[5] = 0.58

#mlbk80flo[0] = 50
#mlbk80flo{1l] = 100
#mlbk80flo[2] = 150
#mlbk80flo[3] = 200
#mlbk80flo[4] = 250

#mlbk80flo[5] = 300
#mlbk80coef [0] 0.01
#mlbk80coef[1] = 0.03
#mlbk80coef (2] = 0.07
#mlbkB80coef[3] = 0.13
#mlbkB80coef[4] = 0.21
#mlbk80coef[5] = 0.31
$infile = "TIEOOO3.PRN"

@ret = setinput($infile)

i1f (Bret < 0)
logterm ("cannot open the input file ", $infile,” Quitting <)

end
endif
@ret = inline($infile, *inbuf{0]) /* this is the heading */
@hour= 0

@iid toatl = O
Gaps_total = 0
logprint ($apsout, "Hour", Sc,

"BK4_Los",$c, "PVNG Flo", Sc)
logprint (Sapsout, "YCGen", $c, "APS_Flo",$c, "PVNG Los",$c, "APS_PVNG Los", $c,

"APS Tot Los <")

"Hour Date", Sc, "APS Meter", Sc,

logprint ($iidout, "Hour", $c, "Hour&Date", Sc, "IID Meeter", $c,

"PVNG_Flo",$C,"APS*Flo", Sc)
logprint ($iidout, "BK80_Los", S$c,"IID Flo",S$c, "NGIV_Flo", S$c, "NGIV Los", $c)

logprint ($iidout, "IID NGIV Los", Sc, "IID_PVNG Los", Sc, "IID Tot Los <")

label RDNXTHOUR
@ret = inline($infile, *inbuf{0])
if (Gret <=0)
logterm ("reached end of file. Processing over <")
goto ENDPROC
endif
@hour = @hour + 1
logbuf ($Sdate, *inbuf([0][0]):27
logbuf (Smlcfe, *inbuf[0][29]:
logbuf ($ivcfe, *inbuf[0][37]:
({
{

o U U U o~

logbuf ($iviid, *inbuf[0][45]:
logbuf ($sosce, *inbuf{0][52]:

Page -3 - Y



EPCL PROGRAM FOR USE IN GE PSLF TO COMPUTE IID AND APS LOSSES

logbuf ($ngplv, *inbuf [0] [61]:5)
logbuf ($plvswpl, *inbuf [0] [68]:7)
logbuf (Sycaqgf, *inpbuf{0] [77]:5)

@mlcfe = abs(atof (Smlcfe) )
givefe = abs(atof($ivcfe))
@iviid = abs( atof($iviid) )
@sosce = abs( atof($sosce) )

@ngplv = abs( atof (Sngplv) )
@plvswpl = abs (atof (Splvswpl))
@ycagf =abs ( atof ($ycaqgf) )

/*

logterm({@hour:3, ">", Sdate:27, ">", @mlcfe:4:0,
Riviid:4:0, ">")

logterm{@sosce:6:0, ">, @ngplv:4:0,
*/

">"  @ivcfe:4:0, ">V,

">" @plvswpl:6:0, ">", @ycaqgf:4:0, "<")

if (@plvswpl = 0 )
logterm (" the recorded flows are zero. Will read next hour <)

ogterm(Q@hour: 3, "sn Sdate:27, ">", @mlcfe:4:0, ">", @ivcfe:4:0, ">",

@iviid:4:0, ">")
logterm{@sosce:6:0, "sn o @ngplv:4:0, ">",@plvswpl:6:0, ">", @ycaqf:4:0,
ll<")
/* goto RDNXTHOUR */
endif
if (@plvswpl >= 1400)
logterm(" The SWPL flow is more than 1400 Mva.

hour <")
logterm(@hour:3,

@iviid:4:0, ">")
loqterm(@sosce:6:0, ">"  @ngplv:4:0,

Will skip and goto next
"> Sdate:27, ">", @mlcfe:4:0, ">", @ivcfe:4:0, ">",

">" @plvswpl:6:0, ">", @ycagf:4:0,
"<I')

goto RDNXTHOUR
endif

compute the NG BK4 losses due to APS flow */

@apsflow = @ngplv
@ia = mod{@apsflow, 50)

@ia = Q@apsflow - @ia
@ia = round(@ia/50, 0) -1
if (Bia <0)
@ia = O
endif

@aps bk4_los = fngbkdcoef[@ia] + {#ngbkdcoef[@ia+l] - #ngbkdcoef[@ia] ) * (

(@apsflow - #ngbk4flo[@ial) /50 )
@aps bk4 los= @aps_bkd_los + @aps_bkd4 noload_los

@apsflowl = Gapsflow + @aps bkd_los

@pvng_flow= @plvswpl
@ngiv_flow = @pvng flow- @apsflow
if (@ngiv_flow < 0}

@ngiv_flow = abs (@ngiv_flow)
endif

/k
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EPCL PROGRAM FOR USE IN GE PSLF TO COMPUTE IID AND APS LOSSES

if (engiv_flow = 0)

logterm (" hour = " @hour:4:0, " @pvng flow = ", @pvng flow:7:2, "
@apsflow = ", @apsflow:7:2," @ngiv_flow =", @€ngiv flow:7:2, me)

@ret = epcl{"pause.p”) B
endif
*/

fapsflow = Rapsflowl + @ycaqgf
/* compute losses

on PV - NG section */

if (@plvswpl != 0)
@ipv =mod(@pvng_flow,100)
@ipv = @pvng_ flow- @ipv
@ipv = rcund(@ipv/100, 0) -1
if (@ipv < 0)

@ipv = O
endif
@pvng los = #pvngcoef[@ipv] + (#pvngcoef[@ipv+1]—#pvngcoef[@ipv])*
((@pvng_ flow- #pvngflo[@ipv]) /100 )
else
@pvng los = 0
endif

if (@pvng flow 1= 0)
@Qaps _pvng_los = @pvng los * (@apsflow / @pvng_flow)

/*share of aps in pv-nglosses */

@aps_pvng_los = @aps_pvng_los + @aps pvng nld_los
else h - N

@aps_pvng_los

endif
@aps_tot_los = @Qaps_pvng_los + @aps_bk4 los

@iidflow = @iviid
@ii = mod(@iidflow,50)
@ii = @iidflow - @il
@ii = round(@ii/50, 0) - 1
if (eii < 0)
@ii = 0
endif

@iid bk80 los = #mlbk80coef [@11] + (#mlbkB80coef [@ii + 11 - #mlbkB80coef [@1i]) *

((@iidflow ~#mlbk80flo(@1ii]) /50 )
@iid bk80_los = @iid bk80_los + @iid bk80_noload los

@iidflow = @iidflow + @iid bk80_los

il

@ing mod(@ngiv_flow,lOO)
@ing @ngiv_flow - @ing
@ing = round(@ing/100, 0y -1
if (@ing < 0)

ging = O

il

endif

@ngiv_los = #ngivcoef[@ing] + (#ngivcoef [Bing +1)-#ngivcoef [@ing])*
((@ngiv_flow - #ngivflo[@ing])/100)

@iid ngiv_los = @ngiv_los * (@iidflow/@ngiv_flow )
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EPCL PROGRAM FOR USE IN GE PSLF TO COMPUTE IID AND APS LOSSES

@iid ngiv_los = @iidﬂnqiv#los + @iidungiv_noloaleos

@iidflow = @iidflow + @iid ngiv_los
if (Gpvng flow != 0)

giid pvng_ los
@iid pvng_los

@pvng los * (@iidflow/@pvng flow)
@iid pvng_los + @iid pvng_noload los

il

I

else
@iid pvng_los = 0
endif

@iid tot_los = @iid bk80_los + @iid ngiv_los + @iid pvng_los

@iid toatl @iid toatl + @iid tot los
@aps_total = Qaps_total + @aps_tot_los
logterm(@hour:B:O, "> Sdate:27, ">, @ngplv:8, ">", @aps _bk4 los:6:4, ">",
@plvswpl:6:0, >
logterm(@ycaqf:4:0,
@aps_pvng“los:6:4,
logterm ("<<")

n>r Rapsflow:4:0, ">", @pvng los:6:4, ">,
"> @apsﬂtotﬂlos:6:4,"<”)

logprint (Sapsout, @hour:3:0, Sc,$date:27, Sc, @ngplv:8, Sc, @aps_bk4 los:6:4,

$c, @plvswpl:6:0, s¢)
logprint($apsout,@ycaqf::4:0, ¢, @apsflow:4:0, Sc, @pvng los:6:4, S$Sc,
@aps_pvng_los:6:4, Sc, @aps_tot_los:6:4,"<") -
logterm(@hour:3:0, nsv Sdate:27, ">", @iviid:8, ">",Gpvng flow:6:0,">",
@apsflowl:4:1, >
logterm(@iidﬂkaOﬁlos:6:4,
@ngiv_los:6:4, ">
logterm(@iidgngivalos:6:4,

nsv @iidflow:4:1,">", @ngiv_flow:6:1, ">",
wsw, @iid pvng los:6:4, ">", @iid tot los:6:4, "<T)

logprint {$iidout, @hour:3:0, S$c,S$date:27, Sc, @iviid:8, Sc,@pvng flow:6:0,5c,

Rapsflowl:4:1, S5c)
logprint ($iidout,
@ngiv_los:6:4, sc)
logprint ($iidout,
”<")

@iid bk80_los:6:4, $c,@iidflow:4:1,8c, @ngiv_flow:6:1, Sc,

@iid ngiv_los:6:4, Sc,@iid pvng_los:6:4, $c, @iid tot los:6:4

goto RDNXTHOUR

label ENDPROC

logterm ("APS Toatl Losses = ", @aps_total:9:2, T
logterm ("IID Total Losses = ", @iid toatl:9:2, Ty
logprint (Sapsout, "APS Toatl Losses = ", @aps_total:9:2, "<")

i

logprint (Siidout, "TID Total Losses ", @iid toatl:9:2, "<")

close (Sapsout)
close ($iidout)
end
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CALIFORNIA TRANSMISSION SYSTEM
OPERATING PROCEDURE NO. 2
TRANSMISSION LOSS ACCOUNTING
(Revised May 2000)

In accordance with Paragraph 14.6 of the California Transmission System
Participation Agreement, this procedure is agreed to for calculating, scheduling

and accounting for transmission losses on the California Transmission System.

L oss Determination

Transmission and transformer losses will be determined based on “actual™ flows
Attachment #1. Linear interpolation will be used between table points.
Transmission loss responsibility will be based upon actual meter readings. No-

load loss responsibility will be proportional to the participants entitiement in the

California Transmission System.

*  The “actual” flow from North Gila Switchyard to the Imperial Valley
Switchyard is calculated as follows:

North Gila to Imperial Valley flow = flow as metered at Palo Verde — flow

as metered at North Gila 69kV bus - calculated losses in Bank 4 at N.
Giia.

Loss Scheduling

Loss responsibility schedules will be established by SDG&E and agreed to in
advance by each participant. It is intended that the loss schedules will
approximate the total losses on the transmission system and the deviation
between actual losses and scheduled losses will be a minimum. Advanced loss
schedules shall be based on historical data when available. All advanced loss

schedules will be firm and are not subject to change during the actual daily

operations.

SDG&E will receive schedules of power and energy for losses at mutually agreed

to points of delivery.



Loss Accounting

SDG&E will contact each participant and affected control area and check and

verify, after the fact, daily transmission loss schedules.

TRANSMISSION LOSS ACCOUNTING

Procedure Review and Revision

SDG&E will periodically, or at the request of the other participants, check actual

losses on California Transmission System for the purpose of reviewing and

revising, if applicable, Attachment 1.

This entire procedure is subject to periodic review and revision.

APPROVED:

IMF?L IRRIGATION DISTRICT

DATE 4/0/70 o2

rs

SAN DIEGO GAS & ELECTRIC COMPANY

T

/’“/////9/)

Z
e

DATE




ATTACHMENT +#1

LOSS - FACTOR TABLE

Mw Flow Palo Verde - North Gila Coeffs Using 2nd Order Regression
0 0
100 0.04
200 0.28
300 0.72
400 1.36
500 2.2
600 3.24
700 4.48
800 5.92
900 7.56
1000 9.4
1100 11.44
1200 13.68
1300 16.12
1400 18.76
1500 21.6
1600 24.64
1700 27.88

IMPERIAL VALLEY BANK' 80: TRANSFORMER LOSSES

FLOW** (MW) LOSSES (MW)
50 0.01
100 0.03
150 0.07
200 0.13

*¥% as measured at Imperial Valley 230 kV bus

N. GILA - IMPERIAL VALLEY 500 KV NO-LOAD LOSSES

45 KW

IMPERIAL VALLEY BANK 80 NO-LOAD LOSSES

176 KW
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Algorithm to compute the APS and IID losses

1. Read in the hourly metered flows of
i, APS at the 69 kV end of NG BK4
ii. 1D at the 230 kV end of IV BK 80
iii. The PV-NG flow at PV 500 kV
for this hour.

2. Compute the losses of NG BK4.
Compute NG BK4 losses due to APS metered flow by using

interpolation per attachment #2 of ATS operating procedure No. 2
Find no load losses of NG BK4 obtained per attachment #1 of

ATS operating procedure No.2
iii. Add the above losses and get the total NG BK 4 losses..

3. Compute the APS share of the flow
i, Add the NG BK4 losses to the metered flow of APS

4. Compute the losses of IV BK 80

i. Compute the IV BK 80 losses due to IID metered flow by using the
interpolation per attachment #1 of CTS operating procedure No. 2
Get the no load losses of IV BK80 per attachment #1 of ATS

operating procedure No. 2
iii. Add the above losses to get the total losses of IV BK 80.

5. Calculate the IID share of the flow.
i Add the IV BKS8O losses to the metered IID flow.
6. Compute the flow on the NG IV section
i, Subtract APS share of flow from the metered PV-NG flow.

7. Calculate the NG — IV losses.
i. Use linear interpolation and the loss coefficients given in the
attached spreadsheet.

8. Calculate the IID share of NG-1V losses
TID share of NG-IV losses = NG-IV Losses* (IID share of the

flow/Flow on NG-IV section)
Add the IID share of no load losses of NG-IV section (obtained

per attachment #1 of APS Operating procedure No. 2) to the above
losses.

9. Compute the IID share of flow on PV-NG section
i Add the IID share of NG-IV losses to the IID share of flow (Step 5)

10.  Find the losses on PV-NG section
i. Use linear interpolation and the loss coefficients given in the
attached spreadsheet.
11.  Compute the APS and IID shares of losses on PV-NG section
APS share of PV-NG losses = APS Share of No Load losses of

PV-NG section (obtained per attachment #1 of APS Operating
procedure No. 2) + (Losses on PV-NG section*( APS share of
flow + SDG&E share of YUMA Cogeneration )} / PV-NG metered

flow.

1.

1.

1.

1.

1.

1.



Algorithm to compute the APS and IID losses

12.

13.

14.

15.

1ID share of PV-NG losses = IID Share of No Load losses of PV-
NG section (obtained per attachment #1 of APS Operating
procedure No. 2) + Losses on PV-NG section * (IID share of flow
on PV-NG section)/PV-NG metered flow

Compute the total losses of APS
APS total losses for this hour = NG BK4 losses + APS share of
PV-NG losses

Calculate the total losses of IID
i 1ID total losses for this hour = IV BK 80 losses + IID share of NG-

IV losses + IID share of PV-NG losses.

Calculate the accumulated losses of APS and IID
APS acc. losses = APS acc. Losses + APS total losses for this hour

[ID acc. losses = IID acc. Losses + [ID total losses for this hour

i1.

1.

1.
1.
Go to step 1 to read next hour data



EPCI, PROGRAM FOR USE TN GE PSLF TO COMPUTE IID AND APS LOSSES

/* This is .EPCL program to be used in GE PSLF */

/* This program computes the IID and APS losses */
/% The input to the program is in a formated text file "y _prn” */

/* The input data are */

/* 1) The metered PLV-NG flow at PL
/% 3) the metered flow on TL 230 S
/* and the metered YUMA Cogen */

/* The loss coefficients are defined in tables given below */

/* The output is 1 i idout.csv" and "apsout.csv” */

n two files called "1
/* This program and the coefficients were developed by */
/* pr. Lu V. Kondragunta;

v; 2) The netered flow on NG BK4 */
(Iv - ELC 230 kV line)*/

Grid Operation Services; SDG&E */

dim *inbuf[1][200]
dim #pvngflo (20},
dim #ngbk4flo[107,

#pvngcoef[ZO], #$ngivilo[20], #ngiveoef [20]
#ngbk4coef[10], #mlbk80flo {10}, #mibk80ccef [10]

sC - II,VI
$iidout = "iidout.csv"
Sapsout = "apsout.csv"

Bret = openlog(siidout)
if {(@ret < 0)

logterm( " Siidout, 7<)

" cannot open the output ifle ",
endif

Rret = openlog(Sapsout)
if (Rret < 0)

logterm{"” cannot open the output ifle ", Sapsout, "<")

endif

@iid,kaOﬁnoloaddlos = 0.025

@iid_pvngwnoload~los = 0.015

@iid_ngiv_noload_los = 0.006
0.101

@aps_bkdﬂnoloadvlos =
@aps“pvngynld‘los = 0.013

#pvngflo[0} = 100
$pvngflo(l] = 200
#pvngflo[Z] = 300
#pvngflo[3] = 400
#pvngflo[4] = 500
tpvngflo(5] = 600
fpvngflo{6] = 700

} = 800

$pvngfla (7
fbpvngflo[8] = 900

#pvngflo[9} = 1000
#pvngflo(10) = 1100
#pvngflo[ll] = 1200
fpvngflo(l2] = 1300
$pvngflo{13] = 1400
tpvngflo(l4] = 1500
4pvngflo(l5] = 1600

#pvanlo[16] = 1700
tpvngcoef [0] = 0.04
fpvngcoef[l] = 0.28
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FPCL PROGRAM FOR USE IN GE PSLF TO COMPUTE IID AND APS LOSSES

#pvngcoef 2] 0.72
#pvngcoef [3] = 1.36
fpvngcoef (4] = 2.2
#pvngcoef [5] = 3.24
4pvngcoef [6] = 4.48
#pvngcoef [7] 5.92
#pvngcoef [8] = 7.56
= 9.4

#pvngcoef [9]
#pvngcoef {10} = 11.44
#pvngcoef [11] = 13.68
#¥pvngcoef[12] = 16.12

#pvngcoef[13] = 18.76

kpvngcoef [14] = 21.6

#pvngcoef [15] = 24.64
[

¥pvngcoef(16] = 27.88

#ngivflo (0] = 100
#ngivflo(1l] = 200
. #ngivflo(2] = 300
$ngivflo(3] = 400
#ngivflo[4] = 500
#ngivflo[5] = 600
#ngivflo[6] = 700
#ngivflo(7] = 800
#ngivflo(B8] = 900
#ngivElo[9) = 1000
#ngivflo[10] = 1100
#ngivflo[11) = 1200
#ngivflo(12} = 1300
fngivflo[13] = 1400
¢ngivflo[1l4] = 1500
#ngivflo[15] = 1600
#ngivflo[l6] = 1700

¥ngivcoef [0]
#ngivcoef[1l] =
#ngivcoef[2]

I

#ngivcoef (3] =

0.

0

0

1
fngivcoef (4] = 1.75
Ffngivcoef ({5} = 2.58
fngivcoef[6] = 3.57
fngivcoef[7] = 4.72
#ngivcoef[8] = 6.03
#ngivcoef[9] = 7.5
#ngivcoef [10] =9.13
#ngivcoef[11] =10.92
#ngivcoef (12] =12.87
fngivcoef [13] =14.98
¥ngivcoef (14] =17.25
fngivcoef [15] =19.68
bngivcoef [16] =22.27
¥ngbkd4flo (0] = 50
tngbk4£flo[1] = 100
$¥ngbkdflof2] = 150

]

fngbk4flo (3
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EPCIL PROGRAM FOR USE IN GE PSLF TO COMPUTE IID AND APS LOSSES

#ngbkdflo(d] = 250
#ngbkdflo([5] = 300

#ngbkdcoef[0] = 0.02
fngbkdcoef[1l] = 0.07
#ngbkdcoef (2] = 0.16
#ngbkdcoef[3) = 0.28
#ngbkdcoef (4] = 0.42
#ngbkdcoef [5] = 0.58
#ml1bk80flo[0] = 5Q
#mlbk80floll} = 100
4mlbkB80flo[2] = 150
#mlbk80flo[3] = 200
#mlbkB0flo[4] = 250

#mlbkB0Oflo[5) = 300

#mlbk80coef (0] 0.01

¥rlbk8Qcoef[1] = 0.03

#mlbk80coef{2] = 0.07

tmlbkB80coef[3] = 0.13

¢mlbk8Ccoef[4] = 0.21

#mlbkB80coef (5] 0.31

Sinfile = "TIE0003.PRN”

@ret = setinput($infile)

if (eret < 0)
logterm ("cannot open the input file ", $infile,” Quitting <")
end

endif

@ret = inline(Sinfile, *inbuf[0]) /* this is the heading */

@hour= 0

@iid toatl = 0
@aps_total = 0
1ogprint($apsout,"Hour",sc,

“BK4 Los",$c, "PVNG_Flo”,$c)
logprint(Sapsout,"YCGen",$c, "APS Flo", $c, "PVNG Los", $c, "APS_ PVNG_Los", $c,

"APS'Tot_Los <™y

"Hour Date", 3¢, "APS Meter", Sc,

logprint(Siidout,”Hour",sc, "HoursDate", S$c, "IID Meeter",Sc,

"PYNG_Flo", $c, "APS_Flo", $c)
logprint {$iidout, "BK80 Los", $c, "IID Flo",$c, "NGIV_Flo", $c, "NGIV Los", Sc)
"IID _Tot_Los <)

logprint(Siidout,"IID_NGIV~LOS", $c, "1ID PVNG_Los", Sc,

label RDNXTHOUR
@ret = inline($infile, *inbuf{0])

if (@ret <=0)
logterm ("reached end of file. Processing over <)
goto ENDPROC

endif
@hour =
logbuf (Sdate, *inbuf{0] (
logbuf ($mlcfe, *inbuf [0)
logbuf ($ivcte, *inbuf[0]
logbuf {$iviid, *inpbuf{0]
logbuf (Ssosce, *inbuf {0]

@hour + 1
5

0]:2
[28]
[37]
(45]
[52]
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EPCL PROGRAM FOR USE IN GE PSLF TO COMPUTE IID AND APS LOSSES

logbuf ($ngplv, *inbuf{0][61]:5)
logbuf (Splvswpl, *inbuf{0]{68]:7)
logbuf (Sycagf, *inbuf[0])[77]:5)

Gmlcfe = abs (atof ($Smlcfe) )
@ivcfe = abs(atof($ivcfe))
@iviid = abs{ atof($iviid) )
@sosce = abs({ atof ($sosce) )

@ngplv = abs( atof($ngplv) )
@plvswpl = abs(atof (Splvswpl))
@ycaqf =abs{ atof($ycaqf) )

/*
logterm(Ghour: 3, ">" Sdate:27, ">", @mlcfe:4:0, ">", @ivcfe:4:0, ">",
@iviid:4:0, ">")

logterm(@sosce:6:0, ">", @ngplv:4:0, ">", Gplvswpl:6:0, ">", @ycaqgf:4:0, "<")
*/

if (@plvswpl = 0 )
logterm (" the recorded flows are zero. Will read next hour <)

ogterm(@hour:3, ">",$date:27, ">", @mlcfe:4:0, ">", Bivcfe:4:0, ">",
@iviid:4:0, ">%)

logterm(@sosce:6:0, ”>", @ngplv:4:0, ">",@plvswpl:6:0, ">, @ycaqgf:4:0,
"<”)

/* goto RDNXTHOUR */
endif
if (@plvswpl >= 1400)

logterm (" The SWPL flow is more than 1400 Mva. Will skip and goto next
hour <") _

logterm{Rhour: 3,
@iviid:4:0, ">")
logterm(@sosce:6:0, ">", @ngplv:4:0, ">",@plvswpl:6:0, ">", @ycaqgf:4:0,

">" Sdate:27, ">", @mlcfe:4:0, ">7, @Rivcfe:4:0, ">",

n<n)
goto RDNXTHOUR
endif
/*

compute the NG BK4 losses due to APS flow */
Gapsflow = @ngplv
Bia mod (Gapsflow, 50)
Bia @apsflow - @ia
@ia = round(@ia/50, 0) -1
if{@ia <0)
@ia = 0

it

endif

@aps bkd4 los = tngbkdcoef[@ia] + (#ngbkdcoef[Ria+l]) - #ngbkdcoef[Gia] ) * {

(Rapsflow — #ngbk4flo[@ial)/50 )
@aps bkd4 los= @aps bk4_los + @aps_bkd _noload_los

Bapsflowl = @apsflow + @aps bkd los

Gpvng flow= @plvuswpl
engiv_flow = @pvng flow- @apsflow
1f {Bngiv flow < 0)

Bngiv_ flow = abs (@ngiv_flow)
endif
/+
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EPCL PROGRAM FOR USE IN GE PSLF TO COMPUTE IID AND APS LOSSES

if(@ngiv_flow = 0)
logterm(" hour = ", fhour:4:0, " @pvng flow = ", @pvng flow:7:2, "
Bapsflow = ", Gapsflow:7:2," @ngiv_flow =", Bngiv_flow:7:2, nemy
Bret = epcl{"pause.p")
endif
*/

@apsflow = @apsflowl + @ycaqgf

/* compute losses
on PV - NG section */
if (@plvswpl != 0)
@ipv =mod(@pvng_flow, 100)
@ipv = @pvng flow- @ipv
@ipv = rcund(@ipv/100, 0) -1
if (@ipv < 0)
@ipv = O
endif
Rpvng los = #pvngcoef [@ipv] + (#pvngcoef [@ipv+1l]-#pvngcoef (@ipv])*
((@pvng_ flow- #pvngflo[@ipv]) /100 )
else
@pvng los = 0
endif
if (@pvng flow != 0)
faps pvng los = @pvng los * (@apsflow / @pvng flow)
/*share of aps in pv-nglosses */ -
@aps_pvng_los = @aps_pvng_los + faps _pvng nld los
else
@aps pvng_los
endif
@aps_tot_los = @aps _pvng_los + @aps_bkd_los
@iidflow = @iviid
@ii = mod{@iidflow,50)
@ii = @iidflow - @ii
@ii = round(@ii/50, 0) - 1
if (eii < 0O)
@ii = 0
endif
@iid bk80 los = 4mlbk80coef [81ii) + (#mlbk80coef[@ii + 1] - #nlbk80coef[@ii]) *

((@iidflow -#mlbk80flo([@ii]) /50 )
@iid bk80 los = @iid_bk80_los + @iid bkB0_noload los

@iidflow = @iidflow + @iid bk80_los

@ing = mod(€ngiv_flow, 100)
@ing = @ngiv_flow - @ing
@ing = round(@ing/100, 0) -1
if (Bing < 0)

@ing = 0
endif
@ngiv_los = ¥ngivcoef [Bing] + (fngivcoef[@ing +1]-#ngivcoef[Ring])*
({@ngiv_flow - #ngivflo(@ing])/100)

@iid ngiv_los = @ngiv_los * (@iidflow/@ngiv_flow )
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EPCL PROGRAM FOR USE IN GE PSLF TO COMPUTE IID AND APS LOSSES

@iid ngiv_los = @iid ngiv_los + @iid ngiv_noload_los

@iidflow = @iidflow + @iid ngiv_los

if (Bpvng flow != 0)
@iid pvng_los = @pvng los * (@iidflow/@pvng_flow)

@iid pvng_los = @iid pvng_los + @iid_pvng_noload'los

else
0

i

@iid pvng_los
endif
@iid pvng_los

@iid tot_los = @iid bk80_los + @iid ngiv_los +

it

@iid toatl @iid toatl + @iid tot_ los
@Gaps_total = @aps_total + Gaps_tot_los
loqterm(@hour:B:O, v Sdate:27, ">7, @ngplv:8, ">", @aps bk4 los:6:4, ">",
eplvswpl:6:0, AL
logterm(@ycaqudzo,
@aps_pvngﬂlos:6:4,
logterm ("<<")

">, @apsflow:4:0, n>n, @pvng los:6:4, UL
"s", @aps tot_los:6:4,"<")

logprint ($apsout, @hour:3:0, Sc,$date:27, Sc, @ngplv:8, $c, @éps_bk4 los:6:4,

Sc, @plvswpl:6:0, Sc)
logprint(Sapsout,@ycaqf::4:0, Sc, Qapsflow:4:0, Sc, @pvng los:6:4, Sc,
@aps_pvng_los:6:4, 3¢C, @aps tot_los:6:4,"<") N
logterm(@hour:B:O, n>n Sdate:27, ">7, @iviid:8, ">",@pvng flow:6:0,">",
@apsflowl:4:1, ">y
logterm(@iid_kaOﬁlos:G:4,
@ngiv_los:6:4, ">y

logterm(@iid*ngiv“los:6:4, >, @iid_pvng_los:6:4, ">, @iid tot_los:6:4, <)

s @iidflow:4:1,">", @nqiv‘flow:6:1, >,

logprint ($iidout, @hour:3:0, $c,$date:27, $Sc, @iviid:8, $c,@pvng flow:6:0,S$c

@apsflowl:4:l, Sc)
logprint($iidout;

@ngiv_los:6:4, 5c)
logprint ($iidout, @iid ngiv_los:6:4, Sc,@iid pvng_los:6:4, $c, @iid tot los:6:

n<|V)

@iidmbk80_los:6:4, Sc,@iidflow:d:1, 3¢, @ngiv_ flow:6:1, Sc,

goto RDNXTHOUR

label ENDPROC

"npS Toatl Losses = ", €aps total:9:2, "<'")

"TID Total Losses = @iid:toatl:9:2, nety
Losses " @apsmtotal:9:2, Tty

logprint ($iidout, "1ID Total Losses =", @iid toatl:9:2, "<")

close (Sapsout)
close ($iidout)
end

|

logterm (
logterm (
logprint ($apsout, "APS Toatl
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NOTICE OF FILING SUITABLE FOR PUBLICATION
IN THE FEDERAL REGISTER

UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

California Independent System ) Docket No. ERO5 -1013-_
Operator Corporation )

Notice of Filing

[ ]

Take notice that on August 2, 2005, the California Independent System Operator
Corporation (“CAISO”) submitted its “Amendment To Filing And Response Of The
California Independent System Operator Corporation To July 13, 2005 Deficiency
Letter” in the captioned docket.

The CAISO states that this filing has been served upon all parties on the official
service list for the captioned docket. In addition, the CAISO has posted this filing on the
CAISO Home Page.

Any person desiring to intervene or to protest this filing should file a motion to
intervene or protest with the Federal Energy Regulatory Commission, 888 First Street,
N.E., Washington, D.C. 20426, in accordance with Rules 211 and 214 of the
Commission's Rules of Practice and Procedure (18 CFR 385.211 and 385.214). All
such motions or protests must be filed in accordance with 8 35.9 of the Commission’s
regulations. Protests will be considered by the Commission in determining the
appropriate action to be taken, but will not serve to make protestants parties to the
proceeding. Any person wishing to become a party must file a motion to intervene. All
such motions or protests should be filed on or before the comment date, and, to the
extent applicable, must be served on the applicant and on any other person designated
on the official service list. This filing is available for review at the Commission or may
be viewed on the Commission's web site at http://www.ferc.qgov, using the eLibrary
(FERRIS) link. Enter the docket number excluding the last three digits in the docket
number field to access the document. For assistance, please contact FERC Online
Support at FERCOnlineSupport@ferc.gov or toll-free at (866)208-3676, or for TTY,
contact (202)502-8659. Protests and interventions may be filed electronically via the
Internet in lieu of paper; see 18 CFR 385.2001(a)(1)(iii) and the instructions on the
Commission's web site under the "e-Filing" link. The Commission strongly encourages
electronic filings.

Comment Date:




Certificate of Service
| hereby certify that | have this day served a copy of this document upon all
parties listed on the official service list compiled by the Secretary in the above-captioned
proceedings, in accordance with the requirements of Rule 2010 of the Commission's
Rules of Practice and Procedure (18 C.F.R. § 385.2010). Dated this 2nd day of August

in the year 2005, at Folsom, in the State of California.

/s/ Beth Ann Burns
Beth Ann Burns
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