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1. INTRODUCTION

1.1.

1.2.

Purpose

Arizona Public Service Company (“*APS”) is Arizona’s largest electrical utility,
serving more than 1 million customers in 11 of the state’s 15 counties.
Approximately 70-80% of APS’ load is located in the Phoenix metropolitan area.
In this Request for Proposals (“RFP” or “RFP Process”), APS requests competitive
proposals (“Proposals”) for Solar Energy targeted for delivery in 2007. Persons or

entities responding to this RFP are referred to in this document as “Respondents”.

Product Description

APS seeks a Purchase Power Agreement (PPA) for a developer financed Independent
Power Project (IPP) located on the APS Solar Test and Research (STAR) facility in
Tempe, Arizona. The solar resource will be provided in increments of no more than
10 kW with total output expandable at the option of APS up to a maximum of 250
KW.

Respondent should specify energy price in $/kWh for the contract term. APS prefers a
stable price structure not indexed to gas or electric markets or other variable index.
Only solar electric generation technologies are eligible to participate in this renewable
RFP.

APS will entertain proposals with up to a 25-year term for the PPA, but will consider
other term structures. APS requires the first increment to be in service within two
months of the execution of a binding contract. Additional increments shall be added
in the sole discretion of APS thru the end of 2007, subject to the original proposed

pricing.

APS requests that each Proposal include a buyout provision that may be exercised in
the sole discretion of APS. Each Proposal must provide that all environmental
attributes associated with any energy produced by the Respondent’s facility shall be
the exclusive property of APS. Respondent is responsible for providing 208 volt AC,
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three phase output for each increment. APS will be responsible for interconnection of
the facilities to the APS system.

APS will provide access and a tour of the STAR facility in support of the bid
development process. APS may require additional information not identified in this
RFP in order to fully evaluate the costs and impacts of any Proposal.

1.3.  Changes to RFP, Schedules, and Addenda
APS reserves the right to unilaterally revise, suspend or terminate this RFP Process
and any schedule related thereto at its sole discretion without liability to any
Respondent. Any such changes will be formally communicated to all Respondents

who submit proposals.

2. BID SUBMITTAL

2.1.  General Instructions
Respondents must meet all the terms and conditions of the RFP to be eligible to
compete in the RFP Process. Each Proposal must be submitted in accordance with
Section 2.6 of this RFP. Respondent must advise APS’ Official Contact (identified
below in Section 2.6.3) of any conflicting requirements, omissions of information or
the need for clarification before Proposals are due. Respondents should clearly
organize and identify all information submitted in their Proposals to facilitate review
and evaluation. Failure to provide all the information requested in the RFP
process or failure to demonstrate that the Proposal satisfies all of the APS

requirements will be grounds for disqualification.

2.1.1. Respondent’s Qualifications

The capability and experience of the Respondent must be demonstrated to provide

assurance that the Respondent (or parties involved in the Proposal) has the capacity to
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2.2.

2.3.

deliver on the Proposal. At a minimum, the Respondent should include the
following:

e Description of experience with the proposed technology

e Operating and maintenance experience

e List of other under-development and completed projects

Each Respondent may be requested to provide a full and accurate Statement of
Financial Conditions and Creditworthiness Qualifications during the review process.
In addition to that information, APS may require each Respondent to provide further
credit and financial information in order to assist APS in addressing and weighing the
creditworthiness of such Respondent.

APS invites Proposals from all potential suppliers who are capable of meeting the
conditions of the RFP, and APS will evaluate all responsive bids. APS’ affiliates will

not be eligible to bid.

Communications

Prior to the bid submission deadline, all communications should be directed to APS

by sending an e-mail to Curt.Brechtel@aps.com APS will respond to individuals

directly.

Schedule

The following schedule and deadlines apply to this RFP:
ACTIVITY DATE
Issue RFP Oct 6th, 2006

Bidder Conference Call and
Site Tour

RFP Responses Due Oct 20™, 2006 at 5 PM MST

Oct 10™ 2006 at 10 AM MST

Selection Process Complete | Nov 6™, 2006
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2.4.

2.5.

Bidder’s Tele-Conference and Site Tour

APS will conduct a bidder’s teleconference for interested Respondents on October
10", 2006, at 10 a.m.. The teleconference will originate from the APS STAR facility
and Respondents are invited to be present and participate in person in the
teleconference if they so desire. Contact the APS Official Contact for teleconference
dial in instructions. A tour of the STAR facility will be available at the conclusion of

the teleconference.

Proposal Content, Submission Instructions and Scope
2.5.1. In addition to the information described elsewhere in this RFP, each Respondent
must include as part of its Proposal all relevant information identified in the
project scope. Proposals that do not contain all required information or do not
fully meet the bid requirements may be rejected in APS’ sole discretion. In
addition to the required information, Respondents should include with each
Proposal any other information that may be needed for a thorough understanding
or evaluation of the Proposal.
2.5.2. Project Scope
2.5.2.1. Company Information:
o Corporate overview
e Project experience
e Proposed technology experience
e Financial resources

e Strategic alliances/partnerships

2.5.2.2. Conceptual Design Characteristics:
e Technology/System Description
e Nameplate capacity (kW)
e Basis of performance projections

e Expected performance degradation over time
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2.5.2.3. Other Contract Terms: As stated in Section 4.2, any contract resulting from
this RFP process shall be negotiated by APS and the Selected Party. However,
each Proposal must include all information set forth in this RFP that would be
germane to such a contract including, but not limited to, APS ownership of
Renewable Energy Credits, cost based on the agreement term, and options for
APS to purchase the Respondent’s solar facility in its sole discretion.

2.5.3. Complete Proposals, including all exhibits, Attachment 1 Confidentiality
Agreement, and Attachment 2 Proposal Certification, must be received on or
before 5:00 p.m. MST on Oct 20", 2006, by APS’ Official Contact at the address
below. In addition, APS requests an electronic version be emailed to the Official
Contact. All Proposals must expressly confirm that the pricing and terms
and conditions of the Proposal will be binding and held open in the manner
described in this section APS will not accept late Proposals. Any Proposals
received after the scheduled date and time will be disqualified and a notice will be

sent to the Respondent.

APS Official Contact:

Curt Brechtel

Arizona Public Service Company
400 N. 5™ Street- MS 9909
Phoenix, AZ 85004
602-250-3579 Phone
602/250-3399 FAX

e-mail: Curt.Brechtel@aps.com

2.5.4. Except as specified in this paragraph, all Proposals, including terms,
conditions and pricing, are binding through the completion of the selection
process, currently planned for the close of business (5:00 p.m. MST) on
November 6™, 2006.

2.5.5. None of the material received by APS from Respondents in response to this RFP
will be returned. All Proposals and exhibits will become the property of APS.

Prior to signing any asset sales contracts or agreements , Respondents will be
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required to submit to APS a written and executed assurance of the approval of its
board of directors or similar governing body as to the binding nature of the
Proposal. Each Respondent is also required to execute and return with its

Proposal the Confidentiality Agreement provided with this RFP.

2.5.6. Prices and dollar figures must be clearly stated in $US

3. EVALUATION PROCESS

3.1

Proposal Review

APS will review those Proposals that meet the requirements set forth in this RFP to
determine the best alternative(s). Respondents are advised that price will be a major
factor in APS’ evaluation. APS will give due consideration to operational
performance, reliability, credit, contract considerations and other criteria.
Respondents must include sufficient detail to evaluate all costs associated with the

Proposal(s).

In its evaluation, APS will consider costs (price) components including but not
limited to the following: imputed debt costs, energy costs and O&M costs. Non-price
characteristics of each Proposal will also be compared and evaluated, including but
not limited to the following: availability, creditworthiness, performance guarantees,
and project viability. Therefore, the lowest price submittal may not be selected.
APS’ evaluation of Proposals will be based on the information provided by the
Respondent. In addition, special emphasis will be placed on APS being able to
provide reliable service and maximize the economic value to APS’ retail customers

while minimizing the risk to those customers.

The Respondent is completely and solely responsible for securing financing for its
project prior to any time when APS would, if applicable, acquire and own the
resource. APS may reject Proposals submitted by Respondents who are determined
by APS to have insufficient creditworthiness, insufficient financial resources and/or

insufficient technical qualifications to provide dependable or reliable service.
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3.2

In reviewing and considering Proposals, APS will analyze potential credit and/or risk
concerns . As part of its detailed evaluation phase, APS will specifically weigh the
credit- and risk-related factors and/or costs underlying each of the Proposals. To
assist APS in this review, and in an attempt to provide a levelized analysis of such
credit and risk considerations, APS requires that each Respondent include with its
response package a detailed description of any proposed credit support. The pricing
provided shall expressly include the costs of such credit support. APS will review
and assess the sufficiency and adequacy of the proposed credit support, and if APS, in
its sole discretion, determines such credit support is insufficient, it shall assess
additional costs and/or expenses to any such Proposal to allow the levelized analysis
referenced above. APS will include in each Proposal evaluation the cost of any credit

requirements from APS.

APS reserves the right to accept or reject any or all Proposals for any reason at any
time after submittal without explanation to the Respondent, or to make an award at
any time to a Respondent who, in the sole opinion and discretion of APS, provides a
Proposal APS deems favorable. APS also reserves the right to make an award to
other than the lowest price offer, if APS determines that to do so would result in the

greatest value to APS’ retail customers.

Those Respondents who submit Proposals do so without legal recourse against APS
or its directors, management, employees, agents or contractors based on APS’
rejection, in whole or in part, of a Proposal or for failure to execute any agreement
tendered by APS. APS shall not be liable to any Respondent or to any other party, in
law or equity, for any reason whatsoever relating to APS’ acts or omissions arising
out of or in connection with the RFP.

Proposal Threshold Requirements

The Respondent should provide complete and accurate information to ensure that its
Proposal satisfies the Bid Submittal Requirements listed in Section 2. APS, in its sole
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3.3.

discretion, may reject a Proposal for further consideration if the Proposal fails to meet
the Bid Submittal Requirements or provides incomplete and/or inaccurate responses.

APS may seek clarification and/or remedy of a Respondent’s Proposal.

Screening Process

APS will perform quantitative and qualitative analyses as necessary to evaluate
Proposals. These analyses will incorporate information provided in Respondent
Proposals and acquired through APS’ due diligence process. APS will perform a
Proposal due diligence review and an operational and engineering review of any

generating facilities.

APS may elect to schedule meetings or conference calls with each Respondent to
review and clarify its Proposal. APS reserves the right to seek clarification or
additional information from each Respondent regarding its Proposal. In addition,
Respondents will be required to facilitate due diligence efforts by APS, by compiling
and producing related necessary documents. After the selection of the Proposal(s),

APS will begin contract finalization with such Respondent(s).

4. CONTRACTS and REGULATORY APPROVAL

4.1.

General

Each Respondent whose Proposal is selected will be responsible for acquiring and/or
verifying that it is in compliance with all necessary licenses, permits, certifications,
reporting requirements and approvals required by federal, state and local government
laws, regulations and policies, including if applicable, for the design, construction and

operation of the project
Respondent shall be liable for all of its costs and APS shall not be responsible for any

of Respondent’s costs incurred to prepare, submit or negotiate its Proposal, a contract

or any other related activity.
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4.2.

4.3.

4.4,

4.5.

Contract Modifications
The contract format for this RFP will be based upon commercially reasonable,

generally acceptable terms, negotiated jointly between APS and the Selected Party.

Definitive Agreement

As soon as practicable after APS completes negotiations, APS expects the selected
Respondent(s) to execute a definitive Agreement. Failure of the Respondent(s) to
promptly execute a definitive written agreement after notification of a winning bid

will result in rejection of the Proposal.

Regulatory Approval Process

A final negotiated contract may be conditioned upon approval of the Arizona
Corporation Commission (ACC). In addition, APS may condition any such
transactions pursuant to this RFP process on ACC-approved cost recovery order(s),

which shall be in form and substance acceptable to APS.

Collusion

By submitting a Proposal for APS in response to this RFP, the Respondent certifies

that the Respondent has not divulged, discussed or compared its Proposal with other
Respondents and has not colluded whatsoever with any other Respondent or parties

with respect to this or other Proposal.
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Attachment 1: CONFIDENTIALITY AGREEMENT

This Confidentiality Agreement (the "Agreement”) is made as of the _ day
2006 by and between ARIZONA PUBLIC SERVICE COMPANY (“APS”) and
- ”) (all of the foregoing referred to
individually as "Party” or collectively as the "Parties").

WHEREAS, the Parties are currently exploring a possible transaction (the "Transaction™)
pursuant to the Request for Proposal for Solar Energy Resources dated October 6, 2006 (“Solar
RFP”).

WHEREAS, in order to evaluate the Transaction, the Parties may request of each other
that certain non-public, confidential or proprietary information be kept confidential (the
"Information™).

THEREFORE, in consideration of the receipt by the Parties from each other of such
Information for their mutual benefit in connection with the Transaction, the Parties hereby agree:

1. The Parties will make best efforts to safeguard the Information against disclosure
by employing the same means to protect the Information as that Party uses to protect its own non-
public, confidential or proprietary information.

2. No receiving Party shall itself, or permit its employees, consultants and/or agents
to, disclose to any person, corporation or other entity the Information without the prior written
consent of the Party providing the Information, except a receiving Party may distribute the
Information to its board members, officers, employees, agents and consultants and others who
have a need for such Information for purposes of evaluating the Transaction, including but not
limited to the Arizona Corporation Commission (“ACC”), the Residential Utility Consumer
Office (“RUCU”), the Federal Energy Regulatory Commission (“FERC”) and each of the above’s
employees, staff, consultants and/or agents. However, [Bidder name] specifically agrees not to
use APS’ name in connection with the Transaction in any press releases, public meetings or
hearings, or other public communications without the express written consent of APS. Failure to
comply with this provision may, in APS’ sole discretion, disqualify [Bidder name] from the Solar
RFP bidding process.

3. In the event that any Party receiving the Information becomes legally compelled (by
deposition, interrogatory, request for documents, subpoena, civil investigative demand or similar process)
to disclose any of the Information, the legally compelled Party shall give the other Party providing the
Information prompt prior written notice of such requirement so that the providing Party may seek a
protective order or other appropriate remedy and/or waive compliance with the terms of this Agreement.
In the event that such protective order or other remedy is not obtained, the providing Party waives
compliance with the terms hereof.

4. The term "Information™ does not include any information which (i) at the time of
disclosure or thereafter is generally available to the public (other than as a result of a disclosure by any
Party in violation of this Agreement), (ii) was available to any Party on a non-confidential basis from a
source other than the Party hereto providing the Information, provided that such source is not and was not
known by the receiving Party to be bound by a confidentiality agreement that protected the Information,
or (iii) has been independently acquired or developed by any Party without violating any of its obligations
under this Agreement.
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5. This Agreement shall be interpreted, governed and construed under the laws of the State
of Arizona as if it were executed and to be performed wholly within the State of Arizona without regard
to its conflict of laws principles.

6. The Parties agree that in the event of a breach of this Agreement, the Party providing the
Information shall be entitled to equitable relief, including injunction and specific performance, in addition
to all other remedies available at law or equity. Under no circumnstances will APS directors,
management, employees, agents or consultants be individually liable for any damages resulting from the
disclosure of Seller’s Information provided during the RFP process.

7. The Parties' obligations under this Agreement will expire one (1) year from the date that
the Parties execute a binding contract governing the Transaction, but in no event more than two (2) years
from the date hereof.

8. This Agreement may be executed in counterparts, and each counterpart shall for
all purposes be an original, and all such counterparts shall together constitute one and the same
Agreement.

9. This Agreement shall in no way be construed to (i) preclude in any way either
Party from pursuing any business opportunities; (ii) establish any relationship between the parties
with respect to such business opportunities; or (iii) establish any relationship between the parties
with respect to the Transaction that is the subject of this Agreement.

10. This Agreement (i) may only be amended by both Parties in writing, and (ii) represents
the entire understanding of the Parties with respect to the matters that are the subject hereof.

IN WITNESS WHEREOF, the Parties have duly executed this Confidentiality
Agreement as of the date first above written.
ARIZONA PUBLIC SERVICE COMPANY
By:

Title:

Dated:

By:

Title:

Dated:
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Attachment 2 : Proposal Certification

The undersigned is a duly authorized representative of the Respondent listed below with the authority
to bind the company for the proposed offer. The Respondent has read, understands and agrees to be

bound by the terms and conditions contained in this Request for Proposal (RFP).

The information contained in this offer or any part thereof, delivered or to be delivered to Arizona
Public Service Co. (APS), is true, accurate and complete. This offer includes all information
necessary to ensure that the statements therein do not in whole or in part mislead APS as to any

material fact.

The Respondent understands that APS, including potentially their officers, employees, consultants
and agents, will review the Respondent’s proposed offer. The Respondent also understands that APS

will rely on the accuracy and veracity of the proposed offer as part of this RFP.

Legal Name of Company: __
Respondent (if different):
Signature:
Title:

Date Signed: __
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