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Arizona Administrative REGISTER

From the Publisher

ABOUT THIS PUBLICATION

The paper copy of the Administrative Register (A.A.R.) is the official
publication for rules and rulemaking activity in the state of Arizona.

Rulemaking is defined in Arizona Revised Statues known as the Arizona
Administrative Procedure Act (APA), A.R.S. Title 41, Chapter 6, Articles 1
through 10.

The Office of the Secretary of State does not interpret or enforce rules
published in the Arizona Administrative Register or Code. Questions should be
directed to the state agency responsible for the promulgation of the rule as
provided in its published filing.

The Register is cited by volume and page number. Volumes are published by
calendar year with issues published weekly. Page numbering continues in each
weekly issue.

In addition, the Register contains the full text of the Governor’s Executive
Orders and Proclamations of general applicability, summaries of Attorney
General opinions, notices of rules terminated by the agency, and the Governor’s
appointments of state officials and members of state boards and commissions.

ABOUT RULES

Rules can be: made (all new text); amended (rules on file, changing text);
repealed (removing text); or renumbered (moving rules to a different Section
number). Rules activity published in the Register includes: proposed, final,
emergency, expedited, and exempt rules as defined in the APA.

Rulemakings initiated under the APA as effective on and after January 1,
1995, include the full text of the rule in the Register. New rules in this publication
(whether proposed or made) are denoted with underlining; repealed text is
stricken.

WHERE IS A “CLEAN” COPY OF THE FINAL OR EXEMPT
RULE PUBLISHED IN THE REGISTER?

The Arizona Administrative Code (A.A.C) contains the codified text of rules.
The A.A.C. contains rules promulgated and filed by state agencies that have been
approved by the Attorney General or the Governor’s Regulatory Review Council.
The Code also contains rules exempt from the rulemaking process.

The printed Code is the official publication of a rule in the A.A.C. is prima
facie evidence of the making, amendment, or repeal of that rule as provided by
AR.S. § 41-1012. Paper copies of rules are available by full Chapter or by
subscription. The Code is posted online for free.

LEGAL CITATIONS AND FILING NUMBERS

On the cover: Each agency is assigned a Chapter in the Arizona
Administrative Code under a specific Title. Titles represent broad subject areas.
The Title number is listed first; with the acronym A.A.C., which stands for the
Arizona Administrative Code; following the Chapter number and Agency name,
then program name. For example, the Secretary of State has rules on rulemaking
in Title 1, Chapter 1 of the Arizona Administrative Code. The citation for this
chapter is 1 A.A.C. 1, Secretary of State, Rules and Rulemaking

Every document filed in the office is assigned a file number. This number,
enclosed in brackets, is located at the top right of the published documents in the
Register. The original filed document is available for 10 cents a copy.
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Participate
in the Process

Look for the Agency Notice

Review (inspect) notices published
in the Arizona Administrative Register.
Many agencies maintain stakeholder
lists and would be glad to inform you
when they proposed changes to rules.
Check an agency’s website and its
newsletters for news about notices and
meetings.

Feel like a change should be made
to a rule and an agency has not
proposed changes? You can petition
an agency to make, amend, or repeal a
rule. The agency must respond to the
petition. (See A.R.S. § 41-1033)

Attend a public hearing/meeting

Attend a public meeting that is
being conducted by the agency on a
Notice of Proposed Rulemaking.
Public meetings may be listed in the
Preamble of a Notice of Proposed
Rulemaking or they may be published
separately in the Register. Be prepared
to speak, attend the meeting, and make
an oral comment.

An agency may not have a public
meeting scheduled on the Notice of
Proposed Rulemaking. If not, you may
request that the agency schedule a
proceeding. This request must be put
in writing within 30 days after the
published Notice of Proposed
Rulemaking.

Write the agency

Put your comments in writing to
the agency. In order for the agency to
consider your comments, the agency
must receive them by the close of
record. The comment must be
received within the 30-day comment
timeframe following the Register
publication of the Notice of Proposed

Rulemaking.
You can also submit to the
Governor’s  Regulatory = Review

Council written comments that are
relevant to the Council’s power to
review a given rule (A.R.S. § 41-
1052). The Council reviews the rule at
the end of the rulemaking process and
before the rules are filed with the
Secretary of State.

Arizona Regular Rulemaking Process

START HERE

APA, statute or ballot
proposition is
passed. It gives an
agency authority to
make rules.

It may give an
agency an exemption
to the process or
portions thereof.

>

Agency opens a
docket.

Agency files a Notice of
Rulemaking Docket
Opening; it is published
in the Register. Often
an agency will file the
docket with the
proposed rulemaking.

Agency decides not to
act and closes docket.

The agency may let
the docket lapse by
not filing a Notice of
Proposed rulemaking
within one year.

|

Agency drafts'proposed rule
and Economic Impact
Statement (EIS); informal
public review/comment.

|

\J
Agency files Notice of
Proposed Rulemaking.

Notice is published in
the Register.

Notice of meetings may
be published in
Register or included in
Preamble of Proposed
Rulemaking.

Agency opens
comment period.

Agency decides not to
proceed and does not file
final rule with G.R.R.C.
within one year after
proposed rule is
published. AR.S. § 41-
1021(A)(4).

Agency decides not to
proceed and files Notice
of Termination of
Rulemaking for
publication in Register.
AR.S. § 41-1021(A)(2).

>

Agency files Notice
of Supplemental
Proposed

Rulemaking. Notice >

Register.

Oral proceedi‘ng and close of
record. Comment period must last
at least 30 days after publication
of notice. Oral proceeding

(hearing) is held no sooner

30 days after publication of notice

of hearing

Agency decides not to
proceed; files Notice of
Termination of
Rulemaking. May open

than a new Docket.

published in

Substantial change?

— A

-

If no change then

Y

.

Rule must be submitted for review or terminated within 120 days after the close of the record,

Y

A final rulemaking package is submitted to G.R.R.C. or A.G. for review. Contains final
preamble, rules, and Economic Impact Statement.

G.R.R.C. has 90 days to review and approve or return the rule package, in whole or in part;

A.G. has 60 days.

Y

After approval by G.R.R.C. or A.G., the rule becomes effective 60 days after filing with the
Secretary of State (unless otherwise indicated).

Final rule is published in the Register and the quarterly Code Supplement.

October 23, 2015 | Published by the Arizona Secretary of State | Vol. 21, Issue 43
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Arizona Administrative REGISTER

Definitions

Arizona Administrative Code (A.A.C.): Official rules codified and published
by the Secretary of State’s Office. Available online at www.azsos.gov.

Arizona Administrative Register (A.A.R.): The official publication that
includes filed documents pertaining to Arizona rulemaking. Available online at
WWW.azZS0Ss.ZOoV.

Administrative Procedure Act (APA): A.R.S. Title 41, Chapter 6, Articles 1
through 10. Available online at www.azleg.gov.

Arizona Revised Statutes (A.R.S.): The statutes are made by the Arizona
State Legislature during a legislative session. They are complied by Legislative
Council, with the official publication codified by Thomson West. Citations to
statutes include Titles which represent broad subject areas. The Title number is
followed by the Section number. For example, A.R.S. § 41-1001 is the
definitions Section of Title 41 of the Arizona Administrative Procedures Act.
The “§” symbol simply means “section.” Available online at www.azleg.gov.

Chapter: A division in the codification of the Code designating a state
agency or, for a large agency, a major program.

Close of Record: The close of the public record for a proposed rulemaking is
the date an agency chooses as the last date it will accept public comments, either
written or oral.

Code of Federal Regulations (CFR): The Code of Federal Regulations is a
codification of the general and permanent rules published in the Federal Register
by the executive departments and agencies of the federal government.

Docket: A public file for each rulemaking containing materials related to the
proceedings of that rulemaking. The docket file is established and maintained by
an agency from the time it begins to consider making a rule until the rulemaking
is finished. The agency provides public notice of the docket by filing a Notice of
Rulemaking Docket Opening with the Office for publication in the Register.

Economic, Small Business, and Consumer Impact Statement (EIS): The
EIS identifies the impact of the rule on private and public employment, on small
businesses, and on consumers. It includes an analysis of the probable costs and
benefits of the rule. An agency includes a brief summary of the EIS in its
preamble. The EIS is not published in the Register but is available from the
agency promulgating the rule. The EIS is also filed with the rulemaking package.

Governor’s Regulatory Review (G.R.R.C.): Reviews and approves rules to
ensure that they are necessary and to avoid unnecessary duplication and adverse
impact on the public. GR.R.C. also assesses whether the rules are clear, concise,
understandable, legal, consistent with legislative intent, and whether the benefits
of a rule outweigh the cost.

Incorporated by Reference: An agency may incorporate by reference
standards or other publications. These standards are available from the state
agency with references on where to order the standard or review it online.

Federal Register (FR): The Federal Register is a legal newspaper published
every business day by the National Archives and Records Administration
(NARA). It contains federal agency regulations; proposed rules and notices; and
executive orders, proclamations, and other presidential documents.

Session Laws or “Laws”: When an agency references a law that has not yet
been codified into the Arizona Revised Statutes, use the word “Laws” is followed
by the year the law was passed by the Legislature, followed by the Chapter
number using the abbreviation “Ch.”, and the specific Section number using the
Section symbol (§). For example, Laws 1995, Ch. 6, § 2. Session laws are
available at www.azleg.gov.

United States Code (U.S.C.): The Code is a consolidation and codification
by subject matter of the general and permanent laws of the United States. The
Code does not include regulations issued by executive branch agencies, decisions
of the federal courts, treaties, or laws enacted by state or local governments.

Acronyms
A.A.C. — Arizona Administrative Code

A.A.R. — Arizona Administrative Reg-
ister

APA — Administrative Procedure Act
A.R.S. — Arizona Revised Statutes
CFR - Code of Federal Regulations

EIS — Economic, Small Business, and
Consumer Impact Statement

FR — Federal Register

G.R.R.C. — Governor’s Regulatory
Review Council

U.S.C. = United States Code

About Preambles

The Preamble is the part of a
rulemaking package that contains
information about the rulemaking and
provides agency justification and
regulatory intent.

It includes reference to the specific
statutes authorizing the agency to
make the rule, an explanation of the
rule, reasons for proposing the rule,
and the preliminary Economic Impact
Statement.

The information in the Preamble
differs between rulemaking notices
used and the stage of the rulemaking.

2444
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Notices of Proposed Rulemaking Arizona Administrative REGISTER

NOTICES OF PROPOSED RULEMAKING

This section of the Arizona Administrative Register Under the APA, an agency must allow at least 30 days to
contains Notices of Proposed Rulemakings. elapse after the publication of the Notice of Proposed

A proposed rulemaking is filed by an agency upon Rulemaking in the Register before beginning any
completion and submittal of a Notice of Rulemaking proceedings for making, amending, or repealing any rule.
Docket Opening. Often these two documents are filed at (A.R.S. §§ 41-1013 and 41-1022)
the same time and published in the same Register issue. The Office of the Secretary of State is the filing office and

When an agency files a Notice of Proposed publisher of these rules. Questions about the interpretation
Rulemaking under the Administrative Procedure Act of the proposed rules should be addressed to the agency the

(APA), the notice is published in the Register within three promulgated the rules. Refer to item #4 below to contact the

we

eks of filing. See the publication schedule in the back of  person charged with the rulemaking and item #10 for the

each issue of the Register for more information. close of record and information related to public hearings

and oral comments.

I~

[

[«

[+

[n

NOTICE OF PROPOSED RULEMAKING

TITLE 20. COMMERCE, FINANCIAL INSTITUTIONS, AND INSURANCE

CHAPTER 5. INDUSTRIAL COMMISSION OF ARIZONA

[R15-144]
PREAMBLE
Article. Part. or Section Affected (as applicable) Rulemaking Action
R20-5-601 Amend
R20-5-602 Amend

Citations to agency’s statutory rulemaking authority to include the authorizing statute and the implementing
statute:

Authorizing statute: A.R.S. § 23-405(4)

Implementing statute: A.R.S. § 23-410

Citations to all related notices published in the Register as specified in R1-1-409(A) that pertain to the record of
the proposed rule:
Notice of Rulemaking Docket Opening: 21 A.A.R. 2493, October 23, 2015 (in this issue)

The agency’s contact person who can answer questions about the rulemaking:
Name: Larry Gast, ADOSH Assistant Director

Address: Industrial Commission of Arizona
800 W. Washington St., Suite 203
Phoenix, AZ 85007

Telephone: (602) 542-1695
Fax: (602) 542-1614
E-mail: Larry.Gast@azdosh.gov

An agency’s justification and reason why a rule should be made. amended, repealed or renumbered, to include

an explanation about the rulemaking:
The Industrial Commission of Arizona is amending the rules relating to safety standards in construction and general
industry to incorporate by reference recent final federal rules. The Arizona Division of Occupational Safety and
Health (ADOSH), part of the Industrial Commission of Arizona, is required to adopt standards that are at least as
effective as those adopted by federal OSHA (the U.S. Department of Labor). The amendments apply to updating
occupational safety and health standards for head protection and cranes and derricks in construction, broaden the
digger derrick exemption in the construction standards for cranes and derricks, and to electric power generation,
transmission, and distribution in both construction and general industry.

The amendments to the federal safety standards relating to head protection update references to the American
National Standard for Industrial Head Protection (“ANSI Z89-1") as published in the Federal Register at 77 FR
37587-37600, June 22, 2012. The federal final rule became effective on September 20, 2012. The amendments are
intended to improve and provide worker safety at places of employment in Arizona involved in operations that
expose employees to the hazards of head injuries from flying or falling objects and/or electric shock and burns.

The amendments to the federal standards related to cranes and derricks corrected inadvertent errors in the 2010

October 23, 2015 | Published by the Arizona Secretary of State | Vol. 21, Issue 43 2445
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[

rulemaking to the underground construction and demolition standards, and applied subpart CC of 29 CFR part
1926, which contained requirements for cranes and derricks used in construction, to underground construction work
and demolition, involving equipment covered by subpart CC, as published in the Federal Register at 78 FR 23837-
23843, April 23, 2013. The federal final rule became effective on May 23, 2013. The amendments also broadened
the exemption for digger derricks in construction standards by expanding the digger derrick exemption in the con-
struction standard for cranes and derricks, as published in the Federal Register at 78 FR 32110-32116, May 29,
2013. The federal final rule became effective on June 28, 2013.

The amendments related to electric power generation, transmission, and distribution revised outdated construction
of transmission and distribution installations standards, last amended in 1972. The construction standards are now
consistent with recently promulgated general industry standards covering the operation and maintenance of electric
power generation, transmission, and distribution lines and equipment. The final federal rules for general industry
and construction include new or revised provisions with consistent requirements on host employers and contractors,
training, job briefings, fall protection, insulation and working position of employees working on or near live parts,
minimum approach distances, protection from electric arcs, de-energizing transmission and distribution lines and
equipment, protective grounding, and operating mechanical equipment near overhead power lines, as published in
the Federal Register at 79 FR 20315-20743, on April 11, 2014. Although the final rule became effective on July 10,
2014, some provisions have later compliance deadlines.

Exemptions from Executive Order 2015-01 were provided for this rulemaking by Ted Vogt, Chief of Operations in
the Office of the Arizona Governor, in e-mails dated June 26, 2015 and February 12, 2015.

A reference to any study relevant to the rule that the agency reviewed and proposes either to rely on or not rely

on _in its evaluation of or justification for the rule, where the public may obtain or review each study. all data

underlying each study. and any analysis of each study and other supporting material:

[~

The agency did not review or rely on any study relevant to the rules.

A showing of good cause why the rulemaking is necessary to promote a statewide interest if the rulemaking will

diminish a previous grant of authority of a political subdivision of this state:

[°

Not applicable

The preliminary summary of the economic, small business and consumer impact:

The Industrial Commission anticipates that the rule change related to incorporating by reference the recent amend-
ments to federal safety standards related to head protection will have little to no economic impact. According to
federal OSHA, there are no protective helmets currently available or in use that manufacturers tested in accordance
with the prior ANSI standards. The amendments do not require an employer to update or replace head protection
solely as a result of the safety standards if the head protection currently in use meets the revised standards. Federal
OSHA estimates approximately $21.6 million in cost savings nationally with respect to the Cranes and Derricks in
Construction: Revising the Exemption for Digger Derricks direct final rule. Federal OSHA determined that the
Electric Power Generation, Transmission, and Distribution; Electrical Protective Equipment final rule is economi-
cally significant and that the final rule will likely have a $100 million or more effect on the national U.S. economy.
Federal OSHA estimated average compliance costs at approximately 0.007 percent of revenues and 0.006 percent
of profits in the affected industries, across all entities in the U.S. As a result, federal OSHA anticipates a small
increase in electricity prices, approximately 0.007 percent, on average, which may be passed along to U.S. consum-
ers. According to federal OSHA, full compliance with the final rule is expected to prevent approximately 79.6 per-
cent of the relevant injuries and fatalities, compared to 52.9 percent of prevented injuries and fatalities with full
compliance of the existing standards, and save approximately 19.75 lives and prevent 118.5 serious injuries in the
U.S. annually. Federal OSHA estimated the nation-wide monetized benefits at $179.2 million annually. The mone-
tized benefits are calculated by applying a monetary value on preventive injuries and fatalities; $62,000 per preven-
tive injury and $8.7 million per preventive fatality, multiplied by the estimated prevention of 19.75 fatalities and
118.5 serious injuries per year.

9. The agency’s contact person who can answer questions about the economic. small business and consumer impact

statement:
Name: Larry Gast, ADOSH Assistant Director
Address: Industrial Commission of Arizona

Division of Occupational Safety and Health
800 W. Washington St., Suite 203
Phoenix, AZ 85007

Telephone:  (602) 542-1695
Fax: (602) 542-1614
E-mail: Larry.Gast@azdosh.gov
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10. The time, place, and nature of the proceedings to make, amend, repeal, or renumber the rule, or if no proceeding
is scheduled. where, when. and how persons may request an oral proceeding on the proposed rule:

Written comments can be submitted to the address listed in item 9 by the close of the comment period, which is at
5:00 p.m. on November 30, 2015. An oral proceeding is scheduled for November 30, 2015, 9:00 a.m., at the Indus-
trial Commission of Arizona, 800 W. Washington St., Room 206, Phoenix, AZ, 85007.

11. All agencies shall list other matters prescribed by statute applicable to the specific agency or to any specific rule
or _class of rules. Additionally, an agency subject to Council review under A.R.S. §§ 41-1052 and 41-1055 shall

respond to the following questions:
Not applicable
a. Whether the rule requires a permit, whether a general permit is used and if not. the reasons why a general

permit is not used:
The rules do not require issuance of a regulatory permit or license.

b. Whether a federal law is applicable to the subject of the rule, whether the rule is more stringent than federal
law and if so. citation to the statutory authority to exceed the requirements of federal law:
Not applicable

Whether a person submitted an analysis to the agency that compares the rule’s impact of the competitiveness
of business in this state to the impact on business in other states:

No analysis was submitted.

I*

12. A list of any incorporated by reference material as specified in A.R.S. § 41-1028 and its location in the rules:
29 CFR 1926 The Federal Occupational Safety and Health Standards for Construction and 29 CFR 1910 The Fed-
eral Occupational Safety and Health Standards for General Industry with amendments as of July 10, 2014. These
incorporations by reference will appear in R20-5-601 and R20-5-602.

13. The full text of the rules follows:

TITLE 20. COMMERCE, FINANCIAL INSTITUTIONS, AND INSURANCE

CHAPTER S. INDUSTRIAL COMMISSION OF ARIZONA

ARTICLE 6. OCCUPATIONAL SAFETY AND HEALTH STANDARDS

Section
R20-5-601.  The Federal Occupational Safety and Health Standards for Construction, 29 CFR 1926
R20-5-602.  The Federal Occupational Safety and Health Standards for General Industry, 29 CFR 1910

ARTICLE 6. OCCUPATIONAL SAFETY AND HEALTH STANDARDS

R20-5-601.  The Federal Occupational Safety and Health Standards for Construction, 29 CFR 1926

Each employer shall comply with the standards in the Federal Occupational Safety and Health Standards for Construction, as
published in 29 CFR 1926, with amendments as of Mareh26;2642; July 10, 2014, incorporated by reference. Copies of
these referenced materials are available for review at the Industrial Commission of Arizona and may be obtained from the
United States Government Printing Office, Superintendent of Documents, Washington, D.C. 20402. These standards shall
apply to all conditions and practices related to construction activity by all employers, both public and private, in the state of
Arizona. This incorporation by reference does not include amendments or editions to 29 CFR 1926 published after Mareh
26,2042 July 10, 2014.

R20-5-602.  The Federal Occupational Safety and Health Standards for General Industry, 29 CFR 1910

Each employer shall comply with the standards in Subparts B through Z inclusive of the Federal Occupational Safety and
Health Standards for General Industry, as published in 29 CFR 1910, with amendments as of Mareh26;2642; July 10, 2014,
incorporated by reference. Copies of these reference materials are available for review at the Industrial Commission of Ari-
zona and may be obtained from the United States Government Printing Office, Superintendent of Documents, Washington,
D.C. 20402. These standards shall apply to all conditions and practices related to general industry activity by all employers,
both public and private, in the state of Arizona; provided that this Section shall not apply to those conditions and practices
which are the subject of R20-5-601. This incorporation by reference does not include amendments or editions to 29 CFR
1910 published after Mareh26;2042- July 10, 2014.

October 23, 2015 | Published by the Arizona Secretary of State | Vol. 21, Issue 43 2447
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NOTICES OF FINAL EXEMPT RULEMAKING

This section of the Arizona Administrative Register interpretation of the final exempt rule should be addressed to
contains Notices of Final Exempt Rulemaking. the agency proposing them. Refer to ltem #5 to contact the
The Office of the Secretary of State is the filing office  person charged with the rulemaking.
and publisher of these rules. Questions about the

NOTICE OF FINAL EXEMPT RULEMAKING
TITLE 20. COMMERCE, FINANCIAL INSTITUTIONS, AND INSURANCE

CHAPTER 6. DEPARTMENT OF INSURANCE

[R15-142]
PREAMBLE
1. Article, Part or Section Affected (as applicable) Rulemaking Action
R20-6-1601 Amend
R20-6-1602 Renumber
R20-6-1602 New Section
R20-6-1603 Renumber
R20-6-1603 New Section
R20-6-1604 Renumber
R20-6-1604 New Section
R20-6-1605 Renumber
R20-6-1605 New Section
R20-6-1606 Renumber
R20-6-1606 New Section
R20-6-1607 Renumber
R20-6-1607 Amend
R20-6-1608 Renumber
R20-6-1608 Amend
R20-6-1609 Renumber
R20-6-1609 Amend
R20-6-1610 Renumber
R20-6-1611 Renumber
R20-6-1611 Amend
R20-6-1612 Renumber
R20-6-1612 Amend
Exhibit A Amend
Exhibit B Repeal
Exhibit B New Exhibit
Exhibit C New Exhibit
Exhibit D New Exhibit
2. Citations to the agency’s statutory rulemaking authority to _include the authorizing statute (general) and the
implementing statute (specific), and the statute or session law authorizing the exemption:
Authorizing statute: A.R.S. § 20-143
Implementing statute: A.R.S. § 20-261.08
Statute or session law authorizing the exemption: Laws 2015, Ch. 119, § 3
3. The effective date of the rule and the agency’s reason it selected the effective date:

November 30, 2015

2448 Vol. 21, Issue 43 | Published by the Arizona Secretary of State | October 23, 2015
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4.

[n

[

[~

A list of all notices published in the Register as specified in R1-1-409(A) that pertain to the record of the exempt

rulemaking:
Not applicable

The agency’s contact person who can answer questions about the rulemaking:
Name: Mary E. Kosinski

Address: Department of Insurance
2910 N. 44th St., Suite 210
Phoenix, AZ 85018

Telephone: (602) 364-3476
E-mail: mkosinski@azinsurance.gov

An agency’s justification and reason why a rule should be made, amended. repealed. or renumbered to include
an explanation about the rulemaking:
To retain its accreditation with the National Association of Insurance Commissioners, the Department recently
updated A.R.S. §§ 20-261.03, 20-261.05 through 20-261.08 (Credit for Reinsurance). It now needs to amend its

rules to make them conform to current statutory authority.

A reference to any study relevant to the rule that the agency reviewed and either relied on or did not rely on in its
evaluation of or justification for the rule. where the public may obtain or review each study. all data underlying

each study, and any analysis of each study and other supporting material:
None

A showmg of good cause why the rulemaklng is necessary to promote a statew1de interest if the rulemaking will
di h f auth f litical subdi f thi :

Not applicable

The summary of the economic, small business. and consumer impact,. if applicable:
Not applicable

10. A description of any changes between the proposed rulemaking. including any supplemental proposed

rulemaking. and the final rulemaking package (if applicable):
Not applicable

11. An agency’s summary of the public or stakeholder comments made about the rulemaking and the agency

response to the comments, if applicable:
Not applicable

12. Any other matters prescribed by statute that are applicable to the specific agency or to any specific rule or class

of rules. When applicable, matters shall include, but not be limited to:
a. Whether the rule requires a permit, whether a general permit is used and if not. the reasons why a general
permit is not used:
A.R.S. § 20-216 authorizes the Department to issue a certificate of authority to insurers doing business in Ari-
zona if they meet statutorily specified criteria. No general permit is used.

=

Whether a federal law is applicable to the subject of the rule. whether the rule is more stringent than the fed-

eral law and if so, citation to the statutory authority to exceed the requirements of federal law:
Not applicable

Whether a person submitted an analysis to the agency that compares the rule’s impact of the competitiveness

of business in this state to the impact on business in other states:
Not applicable

I

13. Alist of any incorporated by reference material and its location in the rule:

Uniform Customs and Practice for Documentary Credits of the International Chamber of Commerce Publication
600 (UCP 600) — Referenced in R20-6-1609(E) and (F).

International Standby Practices of the International Chamber of Commerce Publication 590 (ISP98) — Referenced
in R20-6-1609(E) and (F).

14. Whether the rule was previously made. amended. repealed or renumbered as an emergency rule. If so, the

15.

agency shall state where the text changed between the emergency and the exempt rulemaking packages:
Not applicable

The full text of the rules follows:
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TITLE 20. COMMERCE, FINANCIAL INSTITUIONS, AND INSURANCE

CHAPTER 6. DEPARTMENT OF INSURANCE

ARTICLE 16. CREDIT FOR REINSURANCE

Section
R20-6-1601. Credit for Reinsurance — Reinsurer Licensed in Arizona
R20-6-1602. Credit for Reinsurance — Accredited Reinsurers
R20-6-1603. Credit for Reinsurance — Reinsurer Domiciled in Another State
R20-6-1604. Credit for Reinsurance — Reinsurers Maintaining Trust Funds
R20-6-1605. Credit for Reinsurance — Certified Reinsurers
R20-6-1606. Credit for Reinsurance Required by Law
R20-6-1602-R20-6-1607. Asset or Reduction from Liability for Reinsurance Ceded to an Unauthorized Assuming Insurer
not Meeting the Requirements of R20-6-1601 through R20-6-1606
R20-6-1603-R20-6-1608. Trust Agreements Qualified under R20-6-1607
R20-6-1604-R20-6-1609. Letters of Credit Qualified under R20-6-1607
R20-6-1605-R20-6-1610. Other Security
R26-6-1606-R20-6-1611. Reinsurance Contract
R206-6-1607-R20-6-6012. Contracts Affected
Exhibit A.  Form AR-1 — Pewereof-Attorney-and-Certificate of Assuming Insurer
Exhibit B.  Certified-Copy-ofReselution Form CR-1 Certificate of Certified Reinsurer
Exhibit C. Form CR-F Instructions
Exhibit D. Form CR-S Instructions

ARTICLE 16. CREDIT FOR REINSURANCE

R20-6-1601. ' Credit for Reinsurance — Reinsurer Licensed in Arizona '
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Pursuant to A.R.S. § 20-261 .05(B). the Director shall allow credit for reinsurance ceded by a domestic insurer to an assum-

ing insurer that was licensed in Arizona as of any date on which statutory financial statement credit for reinsurance is
claimed.

R20-6-1602. Credit for Reinsurance — Accredited Reinsurers
A. Pursuant to A.R.S. § 20-261.05(C). the Director shall allow credit for reinsurance ceded by a domestic insurer to an

assuming insurer that is accredited as a reinsurer in Arizona as of the date on which statutory financial statement credit
for reinsurance is claimed.

B. An accredited reinsurer must:
1. File a properly executed Form AR-1, attached as Appendix A to this Article, as evidence of its submission to the

N Director’s jurisdiction and to the Director’s authority to examine its books and records;

2. File with the Director a certified copy of a certificate of authority or other acceptable evidence that it is licensed to
transact insurance or reinsurance in at least one state, or, in the case of a U.S. branch of an alien assuming insurer, is
entered through and licensed to transact insurance or reinsurance in at least one state;

3. File annually with the Director a copy of its annual statement filed with the insurance department of its state of
domicile or, in the case of an alien assuming insurer, with the state through which it is entered and in which it is
licensed to transact insurance or reinsurance, and a copy of its most recent audited financial statement; and

4, Maintain a surplus as regards policyholders in an amount not less than $20 million, or obtain the affirmative
approval of the Director upon a finding that it has adequate financial capacity to meet its reinsurance obligations
and is otherwise qualified to assume reinsurance from domestic insurers.

If the Director determines that the assuming insurer has failed to meet or maintain any of these qualifications, the Direc-

tor may upon written notice and opportunity for hearing. suspend or revoke the accreditation. Credit shall not be

@
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allowed a domestic ceding insurer under this Section if the assuming insurer’s accreditation has been revoked by the

Director, or if the reinsurance was ceded while the assuming insurer’s accreditation was under suspension by the Direc-
tor.

R20-6-1603. Credit for Reinsurance — Reinsurer Domiciled in Another State

A.

=

Pursuant to A.R.S. § 20-261.05(D), the Director shall allow credit for reinsurance ceded by a domestic insurer to an
assuming insurer that as of any date on which statutory financial credit for reinsurance is claimed:

1. Is domiciled in (or, in the case of a U.S. branch of an alien assuming insurer, is entered through) a state that employs
standards regarding credit for reinsurance substantially similar to those applicable under A.R.S. 20-261.01
through 20-261.08 and this Article;

2. Maintains a surplus as regards policyholders in an amount not less than $20 million; and

3. Files a properly executed From AR-1 (Exhibit A) with the Director as evidence of the submission to the Director’s

authority to examine its books and records.
The provisions of this Section relating to surplus as regards policyholders shall not apply to reinsurance ceded and
assumed pursuant to pooling arrangements among insurers in the same holding company system. As used in this Sec-
tion, “substantially similar” standards means credit for reinsurance standards that the Director determines equal or
exceed the standards of A.R.S. §§ 20-261.01 through 20-261.08 and this Article.

R20-6-1604. Credit for Reinsurance — Reinsurers Maintaining Trust Funds
A. Pursuant to A.R.S. § 20-261.05(E), the Director shall allow credit for reinsurance ceded by a domestic insurer to an
assuming insurer which, as of any date on which statutory financial statement credit for reinsurance is claimed, and

thereafter for so long as credit for reinsurance is claimed, maintains a trust fund in an amount prescribed below in a
ualified U.S. financial institution as defined in A.R.S. § 20-261.03, for the payment of the valid claims of its U.S.

I

domiciled ceding insurers, their assigns and successors in interest. The assuming insurer shall report annually to the
Director substantially the same information as that required to be reported on the National Association of Insurance

Commissioners (NAIC) annual statement form by licensed insurers, to enable the Director to determine the sufficienc
of the trust fund.

The following requirements apply to the following categories of assuming insurer:

1. The trust fund for a single assuming insurer shall consist of funds in trust in an amount not less than the assuming
insurer’s liabilities attributable to reinsurance ceded by U.S. domiciled insurers, and in addition, the assuming
insurer shall maintain a trusteed surplus of not less than $20 million, except as provided in subsection (B)(2) of this
Section.

At any time after the assuming insurer has permanently discontinued underwriting new business secured by the
trust for at least three full years, the commissioner with principal regulatory oversight of the trust may authorize a
reduction in the required trusteed surplus, but only after a finding, based on an assessment of the risk, that the new

required surplus level is adequate for the protection of U.S. ceding insurers, policyholders and claimants in light of
reasonably foreseeable adverse loss development. The risk assessment may involve an actuarial review, including

an independent analysis of reserves and cash flows, and shall consider all material risk factors, including when
applicable the lines of business involved, the stability of the incurred loss estimates and the effect of the surplus

requirements on the assuming insurer’s liquidity or solvency. The minimum required trusteed surplus may not be

reduced to an amount less than 30% of the assuming insurer’s liabilities, attributable to reinsurance ceded by U.S.
ceding insurers covered by the trust.

The trust fund for a group including incorporated and individual unincorporated underwriters:
a. Shall consist of:

i.  For reinsurance ceded under reinsurance agreements with an inception, amendment or renewal date on or
after January 1, 1993, funds in trust in an amount not less than the respective underwriters’ several liabili-
ties attributable to business ceded by U.S. domiciled ceding insurers to any underwriter of the group;

ii. For reinsurance ceded under reinsurance agreements with an inception date on or before December 31,
1992, and not amended or renewed after that date, notwithstanding the other provisions of this Article,
funds in trust in an amount not less than the respective underwriters’ several insurance and reinsurance lia-
bilities attributable to business written in the United States; and

iii. In addition to these trusts, the group shall maintain a trusteed surplus of which $100 million shall be held
jointly for the benefit of the U.S. domiciled ceding insurers of any member of the group for all the years of
account.

The incorporated members of the group shall not be engaged in any business other than underwriting as a
member of the group and shall be subject to the same level of regulation and solvency control by the group’s

domiciliary regulator as are the unincorporated members. The group shall, within ninety days after its financial
statements are due to be filed with the group’s domiciliary regulator, provide to the Director:

i.  An annual certification by the group’s domiciliary regulator of the solvency of each underwriter member
of the group; or

ii. Ifa certification is unavailable, a financial statement, prepared by independent public accountants, of each
underwriter member of the group.

[

[«
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4. The trust fund for a group of incorporated insurers under common administration, whose members possess aggre-
gate policyholders surplus of $10 billion (calculated and reported in substantially the same manner as prescribed by

the annual statement instructions and Accounting Practices and Procedures Manual of the NAIC) and which has

continuously transacted an insurance business outside the United States for at least three years immediately prior to

making application for accreditation, shall:

a.

b.

[

|~

Consist of funds in trust in an amount no less than the assuming insurers’
several liabilities attributable to business ceded by U.S. domiciled ceding insurers to any members of the group

pursuant to reinsurance contracts issued in the name of such group;

Maintain a joint trusteed surplus of which $100 million shall be held jointly for the benefit of U.S. domiciled

ceding insurers of any member of the group; and

File a properly executed Form AR-1 (Exhibit A) as evidence of the submission to the Director’s authority to
examine the books and records of any of its members and shall certify that any member examined will bear the
expense of any such examination.

Within ninety days after the statements are due to be filed with the group’s domiciliary regulator, the group
shall file with the Director an annual certification of each underwriter member’s solvency by the member’s

domiciliary regulators, and financial statements, prepared by independent public accountants, of each under-
writer member of the group.

Credit for reinsurance shall not be granted unless the form of the trust and any amendments to the trust have been

approved by either the commissioner of the state where the trust is domiciled or the commissioner of another state who,
pursuant to the terms of the trust instrument, has accepted responsibility for regulatory oversight of the trust. The form

of the trust and any trust amendments also shall be filed with the commissioner of every state in which the ceding
insurer beneficiaries of the trust are domiciled.

1. The trust instrument shall provide that:

a.

s

[~

[®

[

Contested claims shall be valid and enforceable out of funds in trust to the extent remaining unsatisfied thirty
days after entry of the final order of any court of competent jurisdiction in the United States;

Legal title to the assets of the trust shall be vested in the trustee for the benefit of the grantor’s U.S. ceding
insurers, their assigns and successors in interest;

The trust shall be subject to examination as determined by the commissioner;

The trust shall remain in effect for as long as the assuming insurer, or any member or former member of a
group of insurers, shall have outstanding obligations under reinsurance agreements subject to the trust; and

No later than February 28 of each year the trustee of the trust shall report to the commissioner in writing setting
forth the balance in the trust and listing the trust’s investments at the preceding year-end, and shall certify the

date of termination of the trust, if so planned, or certify that the trust shall not expire prior to the following
December 31.

Notwithstanding any other provisions in the trust instrument;

a.

s

|©

d

If the trust fund is inadequate because it contains an amount less than the amount required by this Section or if
the granter of the trust has been declared insolvent or placed into receivership, rehabilitation, liquidation or

similar proceedings under the laws of its state or country of domicile, the trustee shall comply with an order of
the commissioner with regulatory oversight over the trust or with an order of a court of competent jurisdiction
directing the trustee to transfer to the commissioner with regulatory oversight over the trust or other designated
receiver all of the assets of the trust fund.

The assets shall be distributed by and claims shall be filed with and valued by the commissioner with regula-
tory oversight over the trust in accordance with the laws of the state in which the trust is domiciled applicable
to the liquidation of domestic insurance companies.

If the commissioner with regulatory oversight over the trust determines that the assets of the trust fund or any

part thereof are not necessary to satisfy the clams of the U.S. beneficiaries of the trust, the commissioner with
regulatory oversight over the trust shall return the assets, or any part thereof, to the trustee for distribution in

accordance with the trust agreement.

The grantor shall waive any right otherwise available to it under U.S. law that is inconsistent with this provi-
sion.

For purposes of this Section, the term “liabilities” shall mean the assuming insurer’s gross liabilities attributable to rein-
surance ceded by U.S. domiciled insurers excluding liabilities that are otherwise secured by acceptable means, and,

shall include:
1. For business ceded by domestic insurers authorized to write accident and health, and property and casualty insur-

ance:

(oSN

>

Losses and allocated loss expenses paid by the ceding insurer, recoverable from the assuming insurer;

Reserves for losses reported and outstanding;
Reserves for losses incurred but not reported;

Reserves for allocated loss expenses; and
Unearned premiums.

For business ceded by domestic insurers authorized to write life, health and annuity insurance:
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a. Aggregate reserves for life policies and contracts net of policy loans and net due and deferred premiums:;
b. Aggregate reserves for accident and health policies:
c. Deposit funds and other liabilities without life or disability contingencies; and
d. Liabilities for policy and contract claims.

=

Assets deposited in trusts established pursuant to A.R.S. § 20-261.05 and this Section shall be valued according to their

current fair market value and shall consist only of cash in U.S. dollars, certificates of deposit issued by a U.S. financial
institution as defined in A.R.S. § 20-261.03, clean, irrevocable, unconditional and “evergreen” letters of credit issued or

confirmed by a qualified U.S. financial institution as defined in A.R.S. § 20-261.03, and investments of the t
fied in this subsection (E), but investments in or issued by an entity controlling, controlled by or under common control

with either the grantor or beneficiary of the trust shall not exceed 5% of total investments. No more than 20% of the
total of the investments in the trust may be foreign investments authorized under subsections (E)(1)(e). (E)(3). (E)(6)(b)

or (E)(7) of this Section, and no more than 10% of the total of the investments in the trust may be securities denomi-
nated in foreign currencies. For purposes of applying the preceding sentence, a depository receipt denominated in U.S.
dollars and representing rights conferred by a foreign security shall be classified as a foreign investment denominated in
a foreign currency. The assets of a trust established to satisfy the requirements of A.R.S. § 261.05 shall be invested only

as follows:

1. Government obligations that are not in default as to principal or interest, that are valid and legally authorized and
that are issued, assumed or guaranteed by:

The United States or by any agency or instrumentality of the United States;

A state of the United States;

A territory, possession or other governmental unit of the United States;

An agency or instrumentality of a governmental unit referred to in subsections (E)(1)(b) and (E)(1)(c) of this

Section if the obligations shall be by law (statutory or otherwise) payable, as to both principal and interest,

from taxes levied or by law required to be levied or from adequate special revenues pledged or otherwise

appropriated or by law required to be provided for making these payments, but shall not be obligations eligible

for investment under this subsection (E)(1)(d) if payable solely out of special assessments on properties bene-

fited by local improvements; or

The government of any other country that is a member of the Organization for Economic Cooperation and

Development and whose government obligations are rated A or higher, or the equivalent, by a rating agency

recognized by the Securities Valuation Office of the NAIC;

B0 o |

|®

2. Obligations that are issued in the United States, or that are dollar denominated and issued in a non-U.S. market, by
a solvent U.S. institution (other than an insurance company) or that are assumed or guaranteed by a solvent U.S.
institution (other than an insurance company) and that are not in default as to principal or interest if the obligations:
a. Are rated A or higher (or the equivalent) by a securities rating agency recognized by the Securities Valuation

Office of the NAIC, or if not so rated, are similar in structure and other material respects to other obligations of
the same institution that are so rated;

b. Are insured by at least one authorized insurer (other than the investing insurer or a parent, subsidiary or affili-
ate of the investing insurer) licensed to insure obligations in Arizona and, after considering the insurance, are
rated AAA (or the equivalent) by a securities rating agency recognized by the Securities Valuation Office of the
NAIC: or

¢. Have been designated as Class One or Class Two by the Securities Valuation Office of the NAIC;

3. Obligations issued, assumed or guaranteed by a solvent non-U.S. institution chartered in a country that is a member

of the Organization for Economic Cooperation and Development or obligations of U.S. corporations issued in a
non-U.S. currency, provided that in either case the obligations are rated A or higher, or the equivalent, by a rating
agency recognized by the Securities Valuation Office of the NAIC;

4. An investment made pursuant to the provisions of subsections (E)(1). (E)(2) or (E)(3) of this Section shall be sub-
ject to the following additional limitations;

a. An investment in or loan upon the obligations of an institution other than an institution that issues mortgage-
related securities shall not exceed 5% of the assets of the trust;

b. An investment in any one mortgage-related security shall not exceed 5% of the assets of the trust;

c. The aggregate total investment in mortgage-related securities shall not exceed 25% of the assets of the trust;
and

d. Preferred or guaranteed shares issued or guaranteed by a solvent U.S. institution are permissible investments if
all of the institution’s obligations are eligible as investments under subsections (E)(2)(a) and (E)(2)(c) of this
Section, but shall not exceed 2% of the assets of the trust.

5. Asused in this Section:

a. “Mortgage-related security” means an obligation that is rated AA or higher (or the equivalent) by a securities
rating agency recognized by the Securities Valuation Office of the NAIC and that either:
i. Represents ownership of one or more promissory notes or certificates of interest or participation in the

notes (including any rights designed to assure servicing of, or the receipt or timeliness of receipt by the

holders of the notes, certificates, or participation of amounts payable under, the notes, certificates or par-
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9.

b.

ticipation), that: (1) Are directly secured by a first lien on a single parcel of real estate, including stock
allocated to a dwelling unit in a residential cooperative housing corporation, upon which is located a
dwelling or mixed residential and commercial structure, or on a residential manufactured home as defined
in 42 U.S.C.A. 5402(6). whether the manufactured home is considered real or personal property under the
laws of the state in which it is located; and (2) Were originated by a savings and loan association, savings
bank, commercial bank, credit union, insurance company, or similar institution that is supervised and
examined by a federal or state housing authority, or by a mortgagee approved by the Secretary of Housing
and Urban Development pursuant to 12 U.S.C.A. 1709 and 1715-b, or, where the notes involve a lien on
the manufactured home, by an institution or by a financial institution approved for insurance by the Secre-
tary of Housing and Urban Development pursuant to 12 U.S.C.A. 1703: or

ii. Is secured by one or more promissory notes or certificates of deposit or participations in the notes (with or
without recourse to the insurer of the notes) and, by its terms, provides for payments of principal in rela-
tion to payments, or reasonable projections of payments, or notes meeting the requirements of subsection
(E)(5)(a)(1) of this Section;

‘Promissory note,” when used in connection with a manufactured home, shall also include a loan, advance or
credit sale as evidenced by a retail installment sales contract or other instrument.

Equity interests.

a.

s

|©

Investments in common shares or partnership interests of a solvent U.S. institution are permissible if:
i. Its obligations and preferred shares, if any, are eligible as investments under this Section; and

The equity interests of the institution (except an insurance company) are registered on a national securi-
ties exchange as provided in the Securities Exchange Act of 1934, 15 U.S.C. 78a - 78kk or otherwise reg-
istered pursuant to that Act, and if otherwise registered, price quotations for them are furnished through a
nationwide automated quotations system approved by the Financial Industry Regulatory Authority, or suc-
cessor _organization. A trust shall not invest in equity interests under this Section an amount exceeding
1% of the assets of the trust even though the equity interests are not so registered and are not issued by an
insurance company;

Investments in common shares of a solvent institution organized under the laws of a country that is a member

of the Organization for Economic Cooperation and Development, if:
i.  Allits obligations are rated A or higher, or the equivalent, by a rating agency recognized by the Securities

Valuation Office of the NAIC; and
ii. The equity interests of the institution are registered on a securities exchange regulated by the government
of a country that is a member of the Organization for Economic Cooperation and Development:;

An investment in or loan upon any one institution’s outstanding equity interests shall not exceed 1% of the
assets of the trust. The cost of an investment in equity interests made pursuant to this subsection (E)(6), when

added to the aggregate cost of other investments in equity interests then held pursuant to this subsection (E)(6).
shall not exceed 10% of the assets in the trust;

|._..|._.
=

Obligations issued, assumed or guaranteed by a multinational development bank, provided the obligations are rated

A or higher, or the equivalent, by a rating agency recognized by the Securities Valuation Office of the NAIC.

Investment companies

a.

b.

Securities of an investment company registered pursuant to the Investment Company Act of 1940, 15 U.S.C.

80a, are permissible investments if the investment company:

i. Invests at least 90% of its assets in the types of securities that qualify as an investment under subsection
(E)(1). (E)(2) or (E)(3) of this Section or invests in securities that are determined by the Director to be sub-
stantively similar to the types of securities set forth in subsection (E)(1). (E)(2) or (E)(3) of this Section; or

i. Invests at least 90% of'its assets in the types of equity interests that qualify as an investment under subsec-
tion (E)(6)(a) of this Section;

Investments made by a trust in investment companies under this subsection (E)(8) shall not exceed the follow-

ing limitations:

i. An investment in an investment company qualifying under subsection (E)(8)(a)(i) of this Section shall not
exceed 10% of the assets in the trust and the aggregate amount of investment in qualifying investment
companies shall not exceed 25% of the assets in the trust, and

ii. Investments in an investment company qualifying under subsection (E)(8)(a)(ii) of this Section shall not
exceed 5% of the assets in the trust and the aggregate amount of investment in qualifying investment com-

panies shall be included when calculating the permissible aggregate value of equity interests pursuant to
subsection (E)(6)(a) of this Section.

Letters of Credit

a.

In order for a letter of credit to qualify as an asset of the trust, the trustee shall have the right and the obligation
pursuant to the deed of trust or some other binding agreement (as duly approved by the Director), to immedi-

ately draw down the full amount of the letter of credit and hold the proceeds in trust for the beneficiaries of the
trust if the letter of credit will otherwise expire without being renewed or replaced.
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b. The trust agreement shall provide that the trustee shall be liable for its negligence, willful misconduct or lack of
good faith. The failure of the trustee to draw against the letter of credit in circumstances where such draw
would be required shall be deemed to be negligence and/or willful misconduct.

E. A specific security provided to a ceding insurer by an assuming insurer pursuant to Section R20-6-1606 shall be applied,
until exhausted, to the payment of liabilities of the assuming insurer to the ceding insurer holding the specific security

prior to, and as a condition precedent for, presentation of a claim by the ceding insurer for payment by a trustee of a trust

established by the assuming insurer pursuant to this Section.

R20-6-1605. Credit for Reinsurance — Certified Reinsurers

A. Pursuant to A.R.S. §§ 20-261.05(F), (G) and (H), the Director shall allow credit for reinsurance ceded by a domestic
insurer to an assuming insurer that has been certified as a reinsurer in Arizona at all times for which statutory financial

statement credit for reinsurance is claimed under this Section. The credit allowed shall be based upon the security held
by or on behalf of the ceding insurer in accordance with a rating assigned to the certified reinsurer by the Director. The

security shall be in a form consistent with the provisions of A.R.S. §§ 20-261.05(F), (G) and (H). 20-261.06 and Sec-

tions R20-6-1608, R20-6-1609 or R20-6-1610. The amount of security required in order for full credit to be allowed

shall correspond with the following requirements:

1.

[

|~

[

6.

Ratings Security Required
Secure-1 0%

Secure-2 10%

Secure-3 20%

Secure-4 50%

Secure-5 75%

Vulnerable-6  100%

Affiliated reinsurance transactions shall receive the same opportunity for reduced security requirements as all other
reinsurance transactions.

The Director shall require the certified reinsurer to post 100%, for the benefit of the ceding insurer or its estate,
security upon the entry of an order of rehabilitation. liquidation or conservation against the ceding insurer.

In order to facilitate the prompt payment of claims, a certified reinsurer shall not be required to post security for
catastrophe recoverables for a period of one year from the date of the first instance of a liability reserve entry by the

ceding company as a result of a loss from a catastrophic occurrence as recognized by the Director. The one year

deferral period is contingent upon the certified reinsurer continuing to pay claims in a timely manner. Reinsurance

recoverables for only the following lines of business as reported on the NAIC annual financial statement related
specifically to the catastrophic occurrence will be included in the deferral:

Line 1: Fire

Line 2: Allied Lines

Line 3: Farmowners multiple peril

Line 4: Homeowners multiple peril

Line 5: Commercial multiple peril

Line 9: Inland Marine

Line 12: Earthquake

. Line 21: Auto physical damage

Credit for reinsurance under this Section shall apply only to reinsurance contracts entered into or renewed on or
after the effective date of the certification of the assuming insurer. Any reinsurance contract entered into prior to the
effective date of the certification of the assuming insurer that is subsequently amended after the effective date of the
certification of the assuming insurer, or a new reinsurance contract, covering any risk for which collateral was pro-
vided previously, shall only be subject to this Section with respect to losses incurred and reserves reported from and
after the effective date of the amendment or new contract.

Nothing in this Section shall prohibit the parties to a reinsurance agreement from agreeing to provisions establish-

ing security requirements that exceed the minimum security requirements established for certified reinsurers under
this Section.

e =0 B0 o |

B. Certification Procedure

1.

>
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The Director shall post notice on the insurance department’s website promptly upon receipt of any application for
certification, including instructions on how members of the public may respond to the application. The Director

may not take final action on the application until at least thirty days after posting the notice required by this subsec-
tion (B)(1).

The Director shall issue written notice to an assuming insurer that has made application and been approved as a cer-
tified reinsurer. Included in such notice shall be the rating assigned the certified reinsurer in accordance with sub-
section A of this Section. The Director shall publish a list of all certified reinsurers and their ratings.

In order to be eligible for certification, the assuming insurer shall meet the following requirements:
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The assuming insurer must be domiciled and licensed to transact insurance or reinsurance in a Qualified Juris-
diction, as determined by the Director pursuant to subsection C of this Section.

The assuming insurer must maintain capital and surplus, or its equivalent, of no less than $250 million calcu-
lated in accordance with subsection (B)(4)(h) of this Section. This requirement may also be satisfied by an
association including incorporated and individual unincorporated underwriters having minimum capital and
surplus equivalents (net of liabilities) of at least $250 million and a central fund containing a balance of at least
$250 million.

The assuming insurer must maintain financial strength ratings from two or more rating agencies deemed
acceptable by the Director. These ratings shall be based on interactive communication between the rating
agency and the assuming insurer and shall not be based solely on publicly available information. These finan-
cial strength ratings will be one factor used by the Director in determining the rating that is assigned to the

assuming insurer. Acceptable rating agencies include the following:
Standard & Poor’s;

i. Moody’s Investors Service;
iii. Fitch Ratings:;
iv. A.M. Best Company; or

v. Any other Nationally Recognized Statistical Rating Organization.
The certified reinsurer must comply with any other requirements reasonably imposed by the Director.

I

—

Each certified reinsurer shall be rated on a legal entity basis, with due consideration being given to the group rating

where appropriate, except that an association including incorporated and individual unincorporated underwriters

that has been approved to do business as a single certified reinsurer may be evaluated on the basis of its group rat-

ing. Factors that may be considered as part of the evaluation process include, but are not limited to, the following:

a.

The certified reinsurer’s financial strength rating from an acceptable rating agency. The maximum rating that a
certified reinsurer may be assigned will correspond to its financial strength rating as outlined in the table
below. The Director shall use the lowest financial strength rating received from an approved rating agency in

establishing the maximum rating of a certified reinsurer. A failure to obtain or maintain at least two financial
strength ratings from acceptable rating agencies will result in loss of eligibility for certification:

Ratings

Best S&P Moody’s Fitch

(<2

Secure — 1

+

+ AAA Aaa AAA

Secure — 2

AA+, AA, AA- Aal, Aa2, Aa3 AA+, AA, AA-

Secure — 3

Secure — 4

A+
A A+. A Al. A2 A+, A
A- A- A3 A-

Secure — 5

B++, B+ BBB+, BBB. BBB- Baal, Baa2, Baa3 BBB+. BBB. BBB-

Vulnerable — 6

BB+, BB. BB-, B+, B,
B-, CCC+, CC, CCC-,
DD

B. B-C++, C+, C, | BB+, BB, BB-, B+, B, | Bal, Ba2, Ba3, BI,
C-.D.E.F B-.CCC,.CC.C.D. R B2.B3, Caa, Ca, C

o =

[~

|®
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The business practices of the certified reinsurer in dealing with its ceding insurers, including its record of com-
pliance with reinsurance contractual terms and obligations;

For certified reinsurers domiciled in the U.S., a review of the most recent applicable NAIC Annual Statement
Blank, either Schedule F (for property/casualty reinsurers) or Schedule S (for life and health reinsurers);

For certified reinsurers not domiciled in the U.S., a review annually of Form CR-F (instructions attached as
Exhibit C) (for property/casualty reinsurers) or Form CR-S (instructions attached as Exhibit D) (for life and
health reinsurers);

The reputation of the certified reinsurer for prompt payment of claims under reinsurance agreements, based on
an analysis of ceding insurers’ Schedule F reporting of overdue reinsurance recoverables, including the propor-
tion of obligations that are more than ninety days past due or are in dispute, with specific attention given to
obligations payable to companies that are in administrative supervision or receivership;

Regulatory actions against the certified reinsurer;

The report of the independent auditor on the financial statements of the insurance enterprise, on the basis
described in subsection (B)(4)(h) below;

For certified reinsurers not domiciled in the U.S., audited financial statements (audited U.S. GAAP basis if

available, audited IFRS basis statements are allowed but must include an audited footnote reconciling equity

and net income to a U.S. GAAP basis, or, with the permission of the Director, audited IFRS statements with
reconciliation to U.S. GAAP certified by an officer of the company), regulatory filings, and actuarial opinion

(as filed with the non-U.S. jurisdiction supervisor). Upon the initial application for certification, the Director
will consider audited financial statements for the last three years filed with its non-U.S. jurisdiction supervisor:;
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i.  The liguidation priority of obligations to a ceding insurer in the certified reinsurer’s domiciliary jurisdiction in

the context of an insolvency proceeding;

J. A certified reinsurer’s participation in any solvent scheme of arrangement, or similar procedure, which
involves U.S. ceding insurers. The Director shall receive prior notice from a certified reinsurer that proposes

participation by the certified reinsurer in a solvent scheme of arrangement; and
k. Any other information deemed relevant by the Director.
Based on the analysis conducted under subsection (B)(4)(e) of this Section of a certified reinsurer’s reputation for

prompt payment of claims, the Director may make appropriate adjustments in the security the certified reinsurer is

required to post to protect its liabilities to U.S. ceding insurers, provided that the Director shall, at a minimum,
increase the security the certified reinsurer is required to post by one rating level under subsection (B)(4)(a) of this

Section if the Director finds that:

a. more than 15% of the certified reinsurer’s ceding insurance clients have overdue reinsurance recoverables on
paid losses of ninety days or more which are not in dispute and which exceed $100 thousand for each cedent;
or

b. the aggregate amount of reinsurance recoverables on paid losses which are not in dispute that are overdue by
ninety days or more exceeds $50 million.

The assuming insurer must submit a properly executed Form CR-1 (attached as Exhibit B) as evidence of its sub-

mission to the jurisdiction of Arizona, appointment of the Director as an agent for service of process in Arizona,

and agreement to provide security for 100% of the assuming insurer’s liabilities attributable to reinsurance ceded by

U.S. ceding insurers if it resists enforcement of a final U.S. judgment. The Director shall not certify any assuming
insurer that is domiciled in a jurisdiction that the Director has determined does not adequately and promptly enforce

final U.S. judgments or arbitration awards.

The certified reinsurer must agree to meet applicable information filing requirements as determined by the Director,
both with respect to an initial application for certification and on an ongoing basis. All information submitted by

[

>

[~

certified reinsurers which are not otherwise public information subject to disclosure shall be exempted from disclo-
sure under A.R.S. § 20-158 and shall be withheld from public disclosure. The applicable information filing require-

ments are, as follows:

a. Notification within ten days of any regulatory actions taken against the certified reinsurer, any change in the
provisions of its domiciliary license or any change in rating by an approved rating agency, including a state-
ment describing such changes and the reasons therefore;

Annually, Form CR-F or CR-S, as applicable;

Annually, the report of the independent auditor on the financial statements of the insurance enterprise, on the
basis described in subsection (B)(7)(d) below;

Annually, audited financial statements (audited U.S. GAAP basis if available, audited IFRS basis statements

are allowed but must include an audited footnote reconciling equity and net income to a U.S. GAAP basis, or,

with the permission of the Director, audited IFRS statements with reconciliation to U.S. GAAP certified by an
officer of the company). regulatory filings. and actuarial opinion (as filed with the certified reinsurer’s supervi-

sor). Upon the initial certification, audited financial statements for the last three years filed with the certified

reinsurer’s supervisor;

At least annually, an updated list of all disputed and overdue reinsurance claims regarding reinsurance assumed

from U.S. domestic ceding insurers;

A certification from the certified reinsurer’s domestic regulator that the certified reinsurer is in good standing

and maintains capital in excess of the jurisdiction’s highest regulatogy action level; and

g. Any other information that the Director may reasonably require.

Change in Rating or Revocation of Certification.

a. Inthe case of a downgrade by a rating agency or other disqualifying circumstance, the Director shall upon writ-
ten notice assign a new rating to the certified reinsurer in accordance with the requirements of subsection
(B)(4)(a) of this Section.

b. The Director shall have the authority to suspend, revoke, or otherwise modify a certified reinsurer’s certifica-

tion at any time if the certified reinsurer fails to meet its obligations or security requirements under this Sec-

tion, or if other financial or operating results of the certified reinsurer, or documented significant delays in

payment by the certified reinsurer, lead the Director to reconsider the certified reinsurer’s ability or willingness
to meet its contractual obligations.

If the rating of a certified reinsurer is upgraded by the Director, the certified reinsurer may meet the security
requirements applicable to its new rating on a prospective basis, but the Director shall require the certified rein-
surer to post security under the previously applicable security requirements as to all contracts in force on or
before the effective date of the upgraded rating. If the rating of a certified reinsurer is downgraded by the

Director, the Director shall require the certified reinsurer to meet the security requirements applicable to its
new rating for all business it has assumed as a certified reinsurer.

[
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d. Upon revocation of the certification of a certified reinsurer by the Director, the assuming insurer shall be
required to post security in accordance with Section R20-6-1607 in order for the ceding insurer to continue to

take credit for reinsurance ceded to the assuming insurer. If funds continue to be held in trust in accordance
with Section R20-6-1604, the Director may allow additional credit equal to the ceding insurer’s pro rata share
of such funds, discounted to reflect the risk of uncollectibility and anticipated expenses of trust administration.

Notwithstanding the change of a certified reinsurer’s rating or revocation of its certification, a domestic insurer
that has ceded reinsurance to that certified reinsurer may not be denied credit for reinsurance for a period of

three months for all reinsurance ceded to that certified reinsurer, unless the reinsurance is found by the Director
to be at high risk of uncollectibility.

C. OQualified Jurisdictions.

1=

&=

1.

[
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4.

If, upon conducting an evaluation under this Section with respect to the reinsurance supervisory system of any non-

U.S. assuming insurer, the Director determines that the jurisdiction qualifies to be recognized as a qualified juris-
diction, the Director shall publish notice and evidence of such recognition in an appropriate manner. The Director
may establish a procedure to withdraw recognition of those jurisdictions that are no longer qualified.

In order to determine whether the domiciliary jurisdiction of a non-U.S. assuming insurer is eligible to be recog-

nized as a qualified jurisdiction, the Director shall evaluate the reinsurance supervisory system of the non-U.S.
jurisdiction, both initially and on an ongoing basis, and consider the rights, benefits and the extent of reciprocal rec-

ognition afforded by the non-U.S. jurisdiction to reinsurers licensed and domiciled in the U.S. The Director shall

determine the appropriate approach for evaluating the qualifications of such jurisdictions, and create and publish a
list of jurisdictions whose reinsurers may be approved by the Director as eligible for certification. A qualified juris-

diction must agree to share information and cooperate with the Director with respect to all certified reinsurers domi-

ciled within that jurisdiction. Additional factors to be considered in determining whether to recognize a qualified
jurisdiction, in the discretion of the Director, include but are not limited to the following:

a. The framework under which the assuming insurer is regulated.

b. The structure and authority of the domiciliary regulator with regard to solvency regulation requirements and
financial surveillance.

c. The substance of financial and operating standards for assuming insurers in the domiciliary jurisdiction.

d. The form and substance of financial reports required to be filed or made publicly available by reinsurers in the
domiciliary jurisdiction and the accounting principles used.

e. The domiciliary regulator’s willingness to cooperate with U.S. regulators in general and the Director in partic-
ular.

f.  The history of performance by assuming insurers in the domiciliary jurisdiction.

g.  Any documented evidence of substantial problems with the enforcement of final U.S. judgments in the domi-

ciliary jurisdiction. A jurisdiction will not be considered to be a qualified jurisdiction if the Director has deter-
mined that it does not adequately and promptly enforce final U.S. judgments or arbitration awards.

h. Any relevant international standards or guidance with respect to mutual recognition of reinsurance supervision
adopted by the International Association of Insurance Supervisors or successor organization.

i.  Any other matters deemed relevant by the Director.

A list of qualified jurisdictions shall be published through the NAIC Committee Process. The Director shall con-

sider this list in determining qualified jurisdictions. If the Director approves a jurisdiction as qualified that does not

appear on the list of qualified jurisdictions, the Director shall provide thoroughly documented justification with

respect to the criteria provided under subsections (C)(2)(a) through (i) of this Section.

U.S. jurisdictions that meet the requirements for accreditation under the NAIC financial standards and accreditation
program shall be recognized as qualified jurisdictions.

Recognition of Certification Issued by an NAIC Accredited Jurisdiction.

1.

>
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If an applicant for certification has been certified as a reinsurer in an NAIC accredited jurisdiction, the Director has
the discretion to defer to that jurisdiction’s certification, and to defer to the rating assigned by that jurisdiction, if the
assuming insurer submits a properly executed Form CR-1 (Exhibit B) and such additional information as the Direc-
tor requires. The assuming insurer shall be considered to be a certified reinsurer in Arizona.

Any change in the certified reinsurer’s status or rating in the other jurisdiction shall apply automatically in Arizona
as of the date it takes effect in the other jurisdiction. The certified reinsurer shall notify the Director of any change

in its status or rating within ten days after receiving notice of the change.
The Director may withdraw recognition of the other jurisdiction’s rating at any time and assign a new rating in

accordance with subsection (B)(8) of this Section.
The Director may withdraw recognition of the other jurisdiction’s certification at any time, with written notice to
the certified reinsurer. Unless the Director suspends or revokes the certified reinsurer’s certification in accordance

with subsection (B)(8) of this Section, the certified reinsurer’s certification shall remain in good standing in this

State for a period of three months, which shall be extended if additional time is necessary to consider the assuming
insurer’s application for certification in Arizona.

Mandatory Funding Clause. In addition to the clauses required under Section R20-6-1611, reinsurance contracts entered
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into or renewed under this Section shall include a proper funding clause, which requires the certified reinsurer to pro-
vide and maintain security in an amount sufficient to avoid the imposition of any financial statement penalty on the ced-
ing insurer under this Section for reinsurance ceded to the certified reinsurer.

E.  The Director shall comply with all reporting and notification requirements that may be established by the NAIC with
respect to certified reinsurers and qualified jurisdictions.

R20-6-1606. Credit for Reinsurance Required by Law
Pursuant to A.R.S. § 20-261.05(1), the Director shall allow credit for reinsurance ceded by a domestic insurer to an assuming

insurer not meeting the requirements of A.R.S. §§ 20-261.05(B) through (H) but only as to the insurance of risks located in
jurisdictions where the reinsurance is required by the applicable law or regulation of that jurisdiction. As used in this Sec-
tion, “jurisdiction’ means state, district or territory of the United States and any lawful national government.

R20-61602:R20-6-1607. Asset or Reduction from Liability for Reinsurance Ceded to an Unauthorized Assuming
Insurer not Meetlng the Requirements of Sections R20-6-1601 through R20-6-1606

Pursuant to A.R.S. § 20-261.06, the Director shall allow a reduction from liability for reinsurance ceded by a domestic
insurer to an assuming insurer not meeting the requirements of A.R.S. § 20-261.05 in an amount not exceeding the lia-

bilities carried by the ceding insurer. The reduction shall be in the amount of funds held by or on behalf of the ceding

insurer, including funds held in trust for the exclusive benefit of the ceding insurer, under a reinsurance contract with

such assuming insurer as security for the payment of obligations under the reinsurance contract. The security shall be
held in the United States subject to withdrawal solely by, and under the exclusive control of, the ceding insurer or, in the

case of a trust, held in a qualified United States financial institution as defined in A.R.S. § 20-261.03. This security ma

be in the form of any of the following:
Cash;

Securities listed by the Securities Valuation Office of the NAIC, including those deemed exempt from filing as
defined by the Purposes and Procedures Manual of the Securities Valuation Office, and qualifying as admitted
assets:;

Clean, irrevocable, unconditional and “evergreen” letters of credit issued or confirmed by a qualified United States
institution, as defined in A.R.S. § 20-261.03, effective no later than December 31 of the year for which filing i

being made, and in the possession of, or in trust for, the ceding insurer on or before the filing date of its annual
statement. Letters of credit meeting applicable standards of issuer acceptability as of the dates of their issuance (or
confirmation) shall, notwithstanding the issuing (or confirming) institution’s subsequent failure to meet applicable

standards of issuer acceptability, continue to be acceptable as security until their expiration, extension, renewal,
modification or amendment, whichever first occurs; or

4. Any other form of security acceptable to the Director.

B. An admitted asset or a reduction from liability for reinsurance ceded to an unauthorized assuming insurer pursuant to
this Section shall be allowed only when the requirements of Section R20-6-1611 and the applicable portions of Sections

R20-6-1608, R20-6-1609 or R20-6-1610 have been satisfied.

R20-61603:R20-6-1608. Trust Agreements Qualified under Section R20-6-1607
A. Asused in this Section:
1. “Beneficiary” includes any successor ef-the-named-benefietaryby-eperation—eflaw; by operation of law of the
named beneficiary, including without limitation any reeeiver,—eonservater—rehabilitater—erliquidator: liquidator,

rehabilitator, receiver or conservator.
2. “Grantor” means the entity that has established a trust for the sole benefit of the beneficiary. When established in
conjunction with a reinsurance agreement, the grantor is the unlicensed, unaccredited assuming insurer.
3. “Obligations,” as used in subsection (B)(11) of this rale; Section, means:
a. Reinsured losses and allocated loss expenses paid by the ceding company but not recovered from the assuming
insurer;
b. Reserves for reinsured losses reported and outstanding;
c. Reserves for reinsured losses incurred but not reported; and
d. Reserves for allocated reinsured loss expenses and unearned premiums.
B. Required conditions.
The trust agreement shall be entered into between the beneficiary, the grantor and a trustee, which shall be a quali-
fied United States financial institution as defined in A.R.S. § 20-261.03.
2. The trust agreement shall create a trust account into which assets shall be deposited
3. All assets in the trust account shall be held by the trustee at the trustee’s ofﬁce in the Unlted States—exeept—fh&t—a

[ =

[

4. The trust agreement shall provide that:
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a. The beneficiary shall have the right to withdraw assets from the trust account at any time, without notice to the
grantor, subject only to written notice from the beneficiary to the trustee;

b. No other statement or document is required to be presented in order to withdraw assets, except that the benefi-
ciary may be required to acknowledge receipt of withdrawn assets;

c. Itisnot subject to any conditions or qualifications outside of the trust agreement; and

d. It shall not contain references to any other agreements or documents except as provided for under-paragraph
HH-ef thissubseetion: in subsections (B)(11) and (12) of this Section.

The trust agreement shall be established for the sole benefit of the beneficiary.

The trust agreement shall require the trustee to:

a. Receive assets and hold all assets in a safe place;

b. Determine that all assets are in such form that the beneficiary, or the trustee upon direction by the beneficiary,
may whenever necessary negotiate any such assets, without consent or signature from the grantor or any other
person or entity;

c. Furnish to the grantor and the beneficiary a statement of all assets in the trust account upon its inception and at
intervals no less frequent than the end of each calendar quarter;

d. Notify the grantor and the beneficiary within 40 ten days, of any deposits to or withdrawals from the trust
account;

e. Upon written demand of the beneficiary, immediately take any and all steps necessary to transfer absolutely
and unequivocally all right, title and interest in the assets held in the trust account to the beneficiary and deliver
physical custody of the assets to the beneficiary; and

f.  Allow no substitutions or withdrawals of assets from the trust account, except on written instructions from the
beneficiary, except that the trustee may, without the consent of but with notice to the beneficiary, upon call or
maturity of any trust asset, withdraw such asset upon condition that the proceeds are paid into the trust account.

The trust agreement shall provide that at least 30 thirty days, but not more than 45 forty-five days, prior to termina-

tion of the trust account, written notification of termination shall be delivered by the trustee to the beneficiary.

The trust agreement shall be made subject to and governed by the laws of the state in which the trust is established:

domiciled.

The trust agreement shall prohibit invasion of the trust corpus for the purpose of paying eempensation commission

to, or reimbursing the expenses of, the trustee. In order for a letter of credit to qualify as an asset of the trust, the

trustee shall have the right and the obligation pursuant to the deed of trust or some other binding agreement (as duly
approved by the Director), to immediately draw down the full amount of the letter of credit and hold the proceeds in
trust for the beneficiaries of the trust if the letter of credit will otherwise expire without being renewed or replaced.

The trust agreement shall provide that the trustee shall be liable for its ews negligence, willful misconduct or lack

of good faith. The failure of the trustee to draw against the letter of credit in circumstances where such draw would

be required shall be deemed to be negligence and/or willful misconduct.

Notwithstanding other provisions of this rile; Section, when a trust agreement is established in conjunction with a

reinsurance agreement covering risks other than life, annuities and accident and health, where it is customary prac-

tice to provide a trust agreement for a specific purpose, saeh—=a the trust agreement may provide that the ceding
insurer shall undertake to use and apply amounts drawn upon the trust account, without diminution because of the
insolvency of the ceding insurer or the assuming insurer, only for the following purposes:

a. To pay or reimburse the ceding insurer for the assuming insurer’s share under the specific reinsurance agree-
ment regarding any losses and allocated loss expenses paid by the ceding insurer, but not recovered from the
assuming insurer, or for unearned premiums due to the ceding insurer if not otherwise paid by the assuming
insurer;

b. To make payment to the assuming insurer of any amounts held in the trust account that exceed 102% of the
actual amount required to fund the assuming insurer’s obligations under the specific reinsurance agreement; or

c.  Where the ceding insurer has received notification of termination of the trust account and where the assuming
insurer’s entire obligations under the specific reinsurance agreement remain unliquidated and undischarged +9
ten days prior to the termination date, to withdraw amounts equal to the obligations and deposit those amounts
in a separate account, in the name of the ceding insurer in any qualified United States financial institution as
defined in A.R.S. § 20-261.03 apart from its general assets, in trust for such uses and purposes specified in sub-
paragraphs—(a)-and-(b) subsections (11)(a) and (b) above as may remain executory after such withdrawal and

for any period after the termination date.
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Notwithstanding other provisions of this Section, when a trust agreement is established to meet the requirements of
Section R20-6-1607 in conjunction with a reinsurance agreement covering life, annuities or accident and health

risks, where it is customary to provide a trust agreement for a specific purpose, the trust agreement may provide that
the ceding insurer shall undertake to use and apply amounts drawn upon the trust account, without diminution
because of the insolvency of the ceding insurer or the assuming insurer, only for the following purposes:

a. To pay or reimburse the ceding insurer for:

i. The assuming insurer’s share under the specific reinsurance agreement of premiums returned, but not yet
recovered from the assuming insurer, to the owners of policies reinsured under the reinsurance agreement
on account of cancellations of the policies; and

ii. The assuming insurer’s share under the specific reinsurance agreement of surrenders and benefits or losses

paid by the ceding insurer, but not yet recovered from the assuming insurer, under the terms and provision
of the policies reinsured under the reinsurance agreement.

b. To pay to the assuming insurer amounts held in the trust account in excess of the amount necessary to secure
the credit or reduction from liability for reinsurance taken by the ceding insurer, or
c. Where the ceding insurer has received notification of termination of the trust and where the assuming insurer’s

entire obligations under the specific reinsurance agreement remain unliquidated and undischarged ten days
prior to the termination date, to withdraw amounts equal to the assuming insurer’s share of liabilities, to the
extent that the liabilities have not yet been funded by the assuming insurer, and deposit those amounts in a sep-
arate account, in the name of the ceding insurer in any qualified U.S. financial institution apart from its general
assets, in trust for the uses and purposes specified in subsections (12)(a) and (b) above as may remain execu-
tory after withdrawal and for any period after the termination date.

13. Either the reinsurance agreement or the trust agreement must stipulate that assets deposited in the trust account shall

be valued according to their current fair market value and shall consist only of cash in United States dollars, certifi-
cates of deposit issued by a United States bank and payable in United States dollars, and investments permitted by
the Insurance Code or any combination of the above, provided investments in or issued by an entity controlling,

controlled by or under common control with either the grantor or the beneficiary of the trust shall not exceed 5% of
total investments. The agreement may further specify the types of investments to be deposited. If the reinsurance

agreement covers life, annuities or accident and health risks, then the provisions required by this subsection must be
included in the reinsurance agreement.

C. Permitted conditions

1.

5.

The trust agreement may provide that the trustee may resign upon delivery of a written notice of resignation, effec-
tive not less than 90 ninety days after reeeiptby the beneficiary and grantor ef receive the notice and that the trustee
may be removed by the grantor by delivery to the trustee and the beneficiary of a written notice of removal, effec-
tive not less than 99 ninety days after reeeipt-by the trustee and the beneficiary of receive the notice, provided that
no such resignation or removal shall be effective until a successor trustee has been duly appointed and approved by
the beneficiary and the grantor and all assets in the trust have been duly transferred to the new trustee.

The grantor may have the full and unqualified right to vote any shares of stock in the trust account and to receive
from time to time payments of any dividends or interest upon any shares of stock or obligations included in the trust
account. Any sueh interest or dividends shall be either forwarded promptly upon receipt to the grantor or deposited
in a separate account established in the grantor’s name.

The trustee may be given authority to invest, and accept substitutions of, any funds in the account, provided that no
investment or substitution shall be made without prior approval of the beneficiary, unless the trust agreement speci-
fies categories of investments acceptable to the beneficiary and authorizes the trustee to invest funds and to accept
substitutions whieh that the trustee determines are at least equal in current fair market value to the assets withdrawn
and that are consistent with the restrictions in subsection (D)(1)(b) of this rale: Section.

The trust agreement may provide that the beneficiary may at any time designate a party to which all or part of the
trust assets are to be transferred. Sueh-transfer Transfer may be conditioned upon the trustee receiving, prior to or
simultaneously with, other specified assets.

The trust agreement may provide that, upon termination of the trust account, all assets not previously withdrawn by
the beneficiary shall, with written approval by the beneficiary, be delivered over to the grantor.

D. Additional conditions applicable to reinsurance agreements entefed—mte—m—eeﬂjﬂﬂeﬁen—mth—tmst—agfeements—

1.

A reinsurance agreement ex

may contain provisions that:
a. Require the assuming insurer to enter into a trust agreement and to establish a trust account for the benefit of
the cedlng insurer, and spemfylng what the agreement is to cover;
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Require the assuming insurer, prior to depositing assets with the trustee, to execute assignments or endorse-
ments in blank, or to transfer legal title to the trustee of all shares, obligations or any other assets requiring
assignments, in order that the ceding insurer, or the trustee upon the direction of the ceding insurer, may when-
ever necessary negotiate these assets without consent or signature from the assuming insurer or any other
entity;

c. Require that all settlements of account between the ceding insurer and the assuming insurer be made in cash or

its equivalent; and

d. Stipulate that the assuming insurer and the ceding insurer agree that the assets in the trust account, established

pursuant to the provisions of the reinsurance agreement, may be withdrawn by the ceding insurer at any time,
notwithstanding any other provisions in the reinsurance agreement, and shall be utilized and applied by the
ceding insurer or its successors in interest by operation of law, including without limitation any liquidator,
rehabilitator, receiver or conservator of such company, without diminution because of insolvency on the part of
the ceding insurer or the assuming insurer, only for the followmg purposes:

i.  To pay or reimburse the ceding insurer for the assuming insurer’s share under the specific reinsurance

agreement of premiums returned, but not yet recovered from the assuming insurer, to the owners of poli-
cies reinsured under the reinsurance agreement because of cancellations of such policies; and

ii. To pay or reimburse the ceding insurer for their the assuming insurer’s share of surrenders and benefits or
losses paid by the ceding insurer pursuant to the provisions of the policies reinsured under the reinsurance
agreement; and

iil.

3 5 -and-To pay or reim-
burse the cedlng insurer for any other amounts necessary to secure the cred1t or reductlon from liability for
reinsurance taken by the cedlng relnsurer or

- To make

payment to the assumlng insurer of amounts held in the trust account in excess of the amount necessary to
secure the credit or reduction from liability for reinsurance taken by the ceding insurer.

iv.

The reinsurance agreement also may contain provisions that:

fa.

b.

hc.

Give the assuming insurer the right to seek approval from the ceding insurer, which shall not be unreasonably
or arbitrarily withheld, to withdraw from the trust account all or any part of the trust assets and transfer those

assets to the assumlng insurer, provided:

i.  The assuming insurer shall, at the time of withdrawal, replace the withdrawn assets with other quahﬁed
assets having a current fair market value equal to the market value of the assets withdrawn so as to main-
tain at all times the deposit in the required amount, or

ii. After withdrawal and transfer, the current fair market value of the trust account is no less than 102% of the
requlred amount.

Provide for the return of any amount withdrawn in excess of the actual amounts required for subsection
(D)(1)(d) of this Section, and for interest payments at a rate not in excess of the prime rate of interest on such
amounts;

Permit the award by any arbitration panel or court of competent jurisdiction of:

i.  Interest at a rate different from that provided in subparagraph(g)(it); subsection (D)(2)(b) of this Section;
ii.  Court or arbitration costs;;

iii. Attorney’s fees;; and

iv. Any other reasonable expenses.

E. Financial reporting. A trust agreement may be used to reduce any liability for reinsurance ceded to an unauthorized
assuming insurer in financial statements required to be filed with the Director in compliance with the provisions of this
rale Article when established on or before the date of filing of the financial statement of the ceding insurer. Further, the
reduction for the existence of an acceptable trust account may be up to the current fair market value of acceptable assets
available to be withdrawn from the trust account at that time, but such reduction shall be no greater than the specific
obligations under the reinsurance agreement that the trust account was established to secure.

F. Existing agreements. Notwithstanding the effective date of this #ule; Article, any trust agreement or underlying reinsur-
ance agreement in existence and approved by the Director prior to the effective date of this rale Article will continue to
be acceptable until Deeember34;1993 December 31, 2016, after at which time the agreements will have to be-infull

October 23, 2015 | Published by the Arizona Secretary of State | Vol. 21, Issue 43 2463



Y . . .
/3»«}, Notices of Final Exempt Rulemaking Arizona Administrative REGISTER

eemplianee fully comply with therequirements-ef this rale Section for the trust agreement to be acceptable.
G. Effeet-offatlure-to-identify benefietary: The failure of any trust agreement to specifically identify the beneficiary as

defined in subsection (A)(1) of this rede Section shall not be construed to affect any actions or rights whieh that the
Director may take or possess pursuant to the provisions of the laws of this-state: Arizona.

R—2-0-6—1-604-R20 6 1609 Letters of Credlt Quallﬁed under Section R20 6 1607.

The letter of credlt must be clean, 1rrevocab1e, uncondltlonal and 1ssued or conﬁrmed by a qualified United States finan-
cial institution as defined A.R.S. § 20-261.03. The letter of credit shall contain an issue date and expiration date and

shall stipulate that the beneficiary need only draw a sight draft under the letter of credit and present it to obtain funds
and that no other document need be presented. The letter of credit also shall indicate that it is not subject to any condi-

tion or qualifications outside of the letter of credit. In addition, the letter of credit itself shall not contain reference to any
other agreements, documents or entities, except as provided in subsection (H)(1) of this Section. As used in this Section,

“beneficiary” includes any successor by operation of law of the named beneficiary, including without limitation any lig-
uidator, rehabilitator, receiver or conservator. If a court of law appoints a successor in interest to the named beneficiary,
then the named beneficiary includes and is limited to the court appointed domiciliary receiver (including conservator,
rehabilitator or liquidator).

B. The heading of the letter of credit may include a boxed section feruse-by-the-issuingbankwhich-eentains containing
the name of the applicant and other appropriate notations to provide a reference for the letter of credit. The boxed sec-
tion shall be clearly marked to indicate that the such information is for internal identification purposes only.

A letter of credit shall state contain a statement to the effect that the obligation of a-the qualified United States financial
institution under the letter of credit is net in no way contingent upon reimbursement with respect thereto.
The term of the letter of credit shall be for re-tessthan at least one year; and thetetter-of-eredit shall contain an “ever-
green clause” whieh that prevents the expiration of the letter of credit without due notice from the issuer. The “evergreen
clause” shall provide for no less than 36 thirty days’ notice befere prior to expiration date or nonrenewal.

E. The letter of credit shall state whether it is subject to and governed by the laws of any state Arizona or the Uniform Cus-

toms and Practice for Documentary Credits of the International Chamber of Commerce

1993 Reviston{(Publication
566} Publication 600 (UCP 600) or International Standby ‘Practlces of the International Chamber of Commerce Publica-

tion 590 (ISP98), in : ; 3 “ J v
Pubheaﬂens—léé—Frfth—Avenue—New#erl&New#erk—L@@%@— Thls 1ncorp0rat10n by reference contams no future addi-

tions or amendments. All drafts of letters of credit drawn according to Publieation500 UCP 600 or ISP98 shall be pre-
sentable at an office in the United States of a qualified United States financial institution.

F. A If the letter of credit is made subject to the Uniform Customs and Practice for Documentary Credits of the Interna-
tional Chamber of Commerce Publication 600 (UCP 600) or International Standby Practices of the International Cham-
ber of Commerce Publication 590 (ISP9S8). then the letter of credit shall specifically address and provide for an
extension of time to draw against the letter of credit #f in the event that one or more of the occurrences specified in Arti-
cle +7 36 of Publieatien-500 UCP 600 occur.

G. [Ifthe letter of credit is issued by a financial institution authorized to issue letters of credit, other than a qualified United
States ﬁnanc1al mst1tut1on as deﬁned—m—A—R—S—§—29-%64—93— descrlbed in subsectlon A of this Section, then thetetter-of

ad the following additional requirements

shall be met
1. The issuing financial institution issuing-theletter-eferedit shall formally designate the confirming qualified United
States financial institution as its agent for the receipt and payment of the drafts efthetettereferedit; and
2. The lettereferedit-shall-eentainan “evergreen clause:” shall provide for thirty days notice prior to expiration date
or nonrenewal.
H. Reinsurance agreement provisions.
1. The reinsurance agreement for in conjunction with which the letter of credit is obtained may contain provisions

that:

a. Require the assuming insurer to provide aletter letters of credit to the ceding insurer and specify what #-eevers:
they are to cover;

b. Stipulate that the assuming insurer and ceding insurer agree that the letter of credit provided by the assuming
insurer wader pursuant to the provisions of the reinsurance agreement may be drawn upon at any time, notwith-
standing any other provisions in the agreement—Fhe-agreement, and shall be used utilized by the ceding insurer
or its successors in interest only for one or more of the followmg reasons:

i.  To pay or reimburse the ceding insurer for the assuming insurer’s share under the specific reinsurance

agreement of premiums returned, but not yet recovered from the assuming insurers, to the owners of the

policies reinsured under the reinsurance agreement beeause on account of eaneelatien cancellations of the
such policies;
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ii. To pay or reimburse the ceding insurer for the assuming insurer’s share, under the specific reinsurance

agreement, of surrenders and benefits or losses paid peliey-owners-and-elaimants by the ceding insurer, but
not vet recovered from the assuming insurers, under the terms and provisions of the policies reinsured

under the reinsurance agreement and

iil.

the cedmg insurer for any other amounts necessary to secure the credrt or reductron from liability for rein-

surance taken by the ceding insurer;
iv. Where the letter of credit will expire without renewal or be reduced or replaced by a letter of credit for a

reduced amount and where the assuming insurer’s entire obligations under the reinsurance agreement
remain unliquidated and undischarged ten days prior to the termination date, to withdraw amounts equal to
the assuming insurer’s share of the liabilities, to the extent that the liabilities have not yet been funded by
the assuming insurer and exceed the amount of any reduced or replacement letter of credit, and deposit

those amounts in a separate account in the name of the ceding insurer in a qualified U.S. financial institu-
tion apart from its general assets, in trust for such uses and purposes specified in subsections (H)(1)(b)(d),

i1) and (iii) of this Section as may remain after withdrawal and for any period after the termination date.

c. Regquire-that All of the provisions of subsections (H)¢a)} (H)(1)(a) and (b) of this Section shall be applied with-

out diminution because of insolvency on the part of the ceding insurer or assuming insurer.
2. Nothing contained in subsection (H)(1) preeludes of this Section shall preclude the ceding insurer and assuming
insurer from providing for:

a. An 1nterest payment at a rate not 1n excess of the prrme rate of interest ef—a—quahﬁed—Umﬂted—States—ﬁnanela{

on the ameunt amounts

held uﬂdef pursuant to subsectlon €H9H—)€b}€nﬁ ( H)( 1)( b) of thls Sectlon and or

b. The return of any ameunt amounts drawn down on a—}etter the letters of credit whieh-is in excess of the actual
b 8 payable: amounts required for the above

R26-6-1605:R20-6-1610. Other Security
A ceding insurer may take credit for unencumbered funds withheld by the ceding insurer in the United States subject to with-
drawal solely by the ceding insurer and under its exclusive control.

R20-61606:R20-6-1611. Reinsurance Contract

Credit shall will not be granted, nor an asset or reduction from liability allowed, to a ceding insurer for reinsurance effected

with assuming insurers meeting the requirements of R20-6-1661-erR20-6-1602 Sections R20-6-1601 through R20-6-1605

or R20-6-1607 of this Article or otherwise in compliance with A.R.S. §26-264-04+ § 20-261.05 after the adoption of this

Article unless the reinsurance agreement:

+A.Includes a proper insolvency clause, which stipulates that reinsurance is payable directly to the liquidator or successor
without diminution regardless of the status of the ceding company, pursuant to A.R.S. § 20-261(C); and

2:B. Includes a provision pursuant to A-RS—§ 26-261-6HA)6)-and-(B)-whenapphicable A.R.S. § 20-261.05 whereby the
assuming insurer, if an unauthorized assuming insurer, has submitted to the jurisdiction of an alternative dispute resolu-
tion panel or court of competent jurisdiction within the United States, has agreed to comply with all requirements neces-
sary to give saek the court or panel jurisdiction, has designated an agent upon whom service of process may be effected,
and has agreed to abide by the final decision of suek the court or panel:; and

C. Includes a proper reinsurance intermediary clause, if applicable, which stipulates that the credit risk for the intermediary
is carried by the assuming insurer.

R20-61607R20-6-6012. Contracts Affected

All new and renewal reinsurance transactions entered into after the effective date of this rele Article shall conform to the

requirements of A.R.S. §§ 20-261.01 through 20-261.08 and this Article if credit is to be given to the ceding insurer for such

reinsurance.
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EXHIBIT A
FORM AR-1 - POWER-OFATFFORNEY-AND CERTIFICATE OF ASSUMING INSURER

(name of officer) (title of officer)

of , the assuming insurer
(name of assuming insurer)

under a reinsurance agreement(s) agreement with one or more insurers domiciled in

, hereby certify that

(name of state)
(“Assuming Insurer”):

(name of assuming insurer)
1. Submits to the jurisdiction of any court of competent jurisdiction in

(ceding insurer’s state of domicile)

for the adjudication of any issues arising out of the reinsurance agreement(s) agreement, agrees to comply with all requirements nec-
essary to give such court jurisdiction, and will abide by the final decision of such court or any appellate court in the event of an
appeal. Nothing in this paragraph constitutes or should be understood to constitute a waiver of Assuming Insurer’s rights to com-
mence an action in any court of competent jurisdiction in the United States, to remove an action to a United States District Court, or
to seek a transfer of a case to another court as permitted by the laws of the United States or of any state in the United States. This para-
graph is not intended to conflict with or override the obligation of the parties to the reinsurance agreement(s) agreement to arbitrate
their disputes if such an obligation is created in the agreement(s) agreement.

2. Designates the Director of Insurance of the State of Arizona;-and-his-er-hersuecesser-orsueeessorsinoffice;to-be-itstrue-and as its
lawful attorney m—aﬁd—fer—t—he—Sta&Lef—Aﬂ-zeﬁa— upon whom al-l may be served any lawful process in any actlon sult or legal proceed-

3. Submits to the authority of the Insurance Director of Arizona

to examine its books and records

5

and agrees to bear the expense of any such examination.

4. Submits with this form a current list of insurers domiciled in

reinsured by Assuming Insurer and
(ceding insurer’s state of domicile)
undertakes to submit additions to or deletions from the list to the Insurance Director at least once per calendar quarter.

\/\i:/\/
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Dated:

(name of assuming insurer)
BY:

(name of officer)

(title of officer)
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EXHIBIT B
FORM CR-1
CERTIFICATE OF CERTIFIED REINSURER
L
(name of officer) (title of officer)
of .the assuming insurer under

(name of assuming insurer)

a reinsurance agreement with one or more insurers domiciled in

(name of state)

in order to be considered for approval in this state, hereby certify that

(“Assuming Insurer”):

(name of assuming insurer)

1.  Submits to the jurisdiction of any court of competent jurisdiction in for the adjudica-
tion of any issue arising out of the (ceding insurer’s state of domicile) reinsurance agreement, agrees to comply with all
requirements necessary to give such court jurisdiction, and will abide by the final decision of such court or any appellate
court in the event of an appeal. Nothing in this paragraph constitutes or should be understood to constitute a waiver of

Assuming Insurer’s rights to commence an action in any court of competent jurisdiction in the United States, to remove an
action to a United States District Court, or to seek a transfer of a case to another court as permitted by the laws of the United

States or of any state in the United States. This paragraph is not intended to conflict with or override the obligation of the
parties to the reinsurance agreement to arbitrate their disputes if such an obligation is created in the agreement.

2. Designates the Insurance Commissioner of (ceding insurer’s state of domicile) as
its lawful attorney upon whom may be served any lawful process in any action, suit or proceeding arising out of the reinsur-
ance agreement instituted by or on behalf of the ceding insurer.

3. Agrees to provide security in an amount equal to 100% of liabilities attributable to U.S. ceding insurers if it resists
enforcement of a final U.S. judgment or properly enforceable arbitration award.

4. Agrees to provide notification within 10 days of any regulatory actions taken against it, any change in the provisions of
its domiciliary license or any change in its rating by an approved rating agency, including a statement describing such
changes and the reasons therefore.

5. Agrees to annually file information comparable to relevant provisions of the NAIC financial statement for use by insur-
ance markets in accordance with this Article.

6. Agrees to annually file the report of the independent auditor on the financial statements of the insurance enterprise.

7. Agrees to annually file audited financial statements, regulatory filings, and actuarial opinion in accordance with this
Article.

8. Agrees to annually file an updated list of all disputed and overdue reinsurance claims regarding reinsurance assumed
from U.S. domestic ceding insurers.

9. Isin good standing as an insurer or reinsurer with the supervisor of its domiciliary jurisdiction.

Dated:

(name of assuming insurer)

(name of officer)

(title of officer)
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EXHIBIT C
Form CR-F Instructions

Part 1 - Assumed Reinsurance as of December 31, Current Year (000 Omitted)

Create a spreadsheet with the following columns (total each column 5 through 15):
ID Number/Company Code

This column is intentionally left blank

Name of Reinsured

Domiciliary Jurisdiction

1

Assumed Premium

Reinsurance on Paid Losses and Loss Adjustment Expenses

Reinsurance on Known Case Losses and LAE
Cols. 6 +7

Contingent Commissions Payable
Assumed Premium Receivable

o e R @

Unearned Premium

Funds Held By or Deposited With Reinsured Companies
Letters of Credit Posted

Amount of Assets Pledged or Compensating Balances to Secure Letters of Credit

Amount of Assets Pledged or Collateral Held in Trust
Each row shall list each insurer for which reinsurance is assumed for the calendar year.

Part 2 - Ceded Reinsurance as of December 31, Current Year (000 Omitted)
reate a spreadsheet with the following columns (total each column 6 through 19):

ID Number/Company Code

—_— = = = = =
|u]|.|>wt\>.—~o

@

This column is intentionally left blank

Name of Reinsurer

>

Domiciliary Jurisdiction

Reinsurance Contracts Ceding 75% or More of Direct Premiums Written

Reinsurance Premiums Ceded

Reinsurance Recoverable on Paid Losses

Reinsurance Recoverable on Paid LAE

o [ R[> @

Reinsurance Recoverable on Known Case Loss Reserves

Reinsurance Recoverable on Known Case LAE Reserves

Reinsurance Recoverable on IBNR Loss Reserves

Reinsurance Recoverable on IBNR LAE Reserves

Reinsurance Recoverable on Unearned Premiums

Reinsurance Recoverable on Contingent Commissions
Cols. 7 through 14 Totals

Reinsurance Payable Ceded Balances Payable

Reinsurance Payable Other Amounts Due to Reinsurers

Net Amount Recoverable From Reinsurers, Cols. 15 —[16 + 17]

S [ [y
e RREERERFR

Funds Held by Company Under Reinsurance Treaties

Each row shall list each insurer to whom reinsurance was ceded for the calendar year.
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EXHIBIT D
Form CR-S Instructions

Part 1 — Section 1. Reinsurance Assumed Life Insurance, Annuities, Deposit Funds and Other Liabilities Without Life or
Disability Contingencies, and Related Benefits Listed by Reinsured Company as of December 31, Current Year

Create a spreadsheet with the following columns (total each column 7 through 12):
ID Number/Company Code

This column is intentionally left blank
Effective Date

Name of Reinsured

1

Location

Type of Reinsurance Assumed

Amount of In Force at End of Year

Reserve

o e R @

Premiums

Reinsurance Payable on Paid and Unpaid Losses

Modified Coinsurance Reserve
Funds Withheld Under Coinsurance

Each row shall list each insurer for which reinsurance was assumed (life insurance, annuities, deposit funds and other liabil-

ities without life or disability contingencies. and related benefits) for the calendar year.

k. P k.
Sl ==

Part 1 — Section 2. Reinsurance Assumed Accident and Health Insurance Listed by Reinsured Company as of December 31,
Current Year

Please create a spreadsheet with the following columns (total columns 7 through 12):
ID Number/Company Code

This column is intentionally left blank

Effective Date

Name of Reinsured

Domiciliary Jurisdiction

Type of Reinsurance Assumed

Premiums

Unearned Premiums

Reserve Liability Other Than For Unearned Premiums

. Reinsurance Payable on Paid and Unpaid Losses

. Modified Coinsurance Reserve
. Funds Withheld Under Coinsurance

Each row shall list each insurer for which reinsurance was assumed (accident and health insurance) for the calendar year.

Part 2. Reinsurance Recoverable on Paid and Unpaid Losses Listed by Reinsuring Company as of December 31, Current
Year

Create a spreadsheet with the following columns (total each column 6 and 7):

SR R
SRR R R

1. ID Number/Company Code

2. This column is intentionally left blank
3. Effective Date

4. Name of Company

5. Location
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6. Paid Losses

7. Unpaid Losses

Each row shall list each insurer for which reinsurance on paid and unpaid losses is recoverable.

Part 3 — Section 1. Reinsurance Ceded Life Insurance, Annuities, Deposit Funds and Other Liabilities Without Life or Dis-
ability Contingencies, and Related Benefits Listed by Reinsuring Company as of December 31, Current Year

Create a spreadsheet with the following columns (total each column 7 through 14):

ID Number/Company Code

[

This column is intentionally left blank
Effective Date

bl

Name of Company

Location

Type of Reinsurance Ceded

Amount in Force at End of Year

Reserve Credit Taken Current Year

Reserve Credit Taken Prior Year

N e

Premiums

Outstanding Surplus Relief Current Year

Outstanding Surplus Relief Prior Year

Modified Coinsurance Reserve
Funds Withheld Under Coinsurance

[N UGS [ [WIU —
EREREF B

Each row shall list each insurer for which reinsurance was ceded (life insurance, annuities, deposit funds and other liabilities

without life or disability contingencies and related benefits).

Part 3 — Section 2. Reinsurance Ceded Accident and Health Insurance Listed by Reinsuring Company as of December 31,
Current Year

Create a spreadsheet with the following columns (total each column 7 through 13):
ID Number/Company Code
This column is intentionally left blank

Effective Date

Name of Company

Location
Type
Premiums

Unearned Premiums (Estimated)

o o [N [ [ B [ D =

Reserve Credit Taken other than for Unearned Premiums

Outstanding Surplus Relief Current Year
Outstanding Surplus Relief Prior Year

Modified Coinsurance Reserve
Funds Withheld Under Coinsurance

Each row shall list each insurer for which reinsurance was ceded (accident and health insurance).

Lo B Lo L R
w o = o
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NOTICES OF RULEMAKING DOCKET OPENING

This section of the Arizona Administrative Register Under the APA effective January 1, 1995, agencies must
contains Notices of Rulemaking Docket Opening. submit a Notice of Rulemaking Docket Opening before

A docket opening is the first part of the administrative beginning the formal rulemaking process. Many times an
rulemaking process. It is an “announcement” that the agency may file the Notice of Rulemaking Docket Opening
agency intends to work on its rules. with the Notice of Proposed Rulemaking.

When an agency opens a rulemaking docket to The Office of the Secretary of State is the filing office and
consider rulemaking, the Administrative Procedure Act publisher of these notices. Questions about the interpretation
(APA) requires the publication of the Notice of Rulemaking  of this information should be directed to the agency contact
Docket Opening. person listed in item #4 of this notice.

=

[

[«

[+

[

[

NOTICE OF RULEMAKING DOCKET OPENING

REGISTRAR OF CONTRACTORS

[R15-157]
Title and its heading: 4, Professions and Occupations
Chapter and its heading: 9, Registrar of Contractors
Section numbers: R4-9-102 (Sections may be added, deleted or modified, as necessary.)

The subject matter of the proposed rule:
This docket opening is being prepared to increase the dollar limit for projects for a contracting license classification
to ensure licensees are able to contract for work envisioned by the construction industry and the Agency. This
rulemaking docket opening is being submitted following the Agency’s September 30, 2015 receipt of approval for a
rulemaking exemption from the Governor’s Office.

The Agency will propose to increase the dollar limit for the B-2 General Small Commercial Contractor contracting
license classification projects to not exceed $2,000,000.00. The limit is currently $750,000.00.

A citation to all published notices relating to the proceeding:
None

The name and address of agency personnel with whom persons may communicate regarding the rule:
Name: Jim Knupp, Legislative Liaison

Address: Arizona Registrar of Contractors
1700 W. Washington St., Ste. 105
Phoenix, AZ 85007

Telephone: (602) 771-6710
E-mail: jim.knupp@azroc.gov

The time during which the agency will accept written comments and the time and place where oral comments

may be made:
The Agency will accept written comments Monday through Friday, 8 a.m. to 5 p.m., at the address indicated in

question #4. E-mail comments will be accepted. The agency does not intend to hold public hearings on this rule,
unless a public hearing is requested within 30-days of the publication of this rule.

A timetable for agency decisions or other action on the proceeding, if known:
Not applicable
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NOTICE OF RULEMAKING DOCKET OPENING

DEPARTMENT OF HEALTH SERVICES
HEALTH CARE INSTITUTIONS: LICENSING

[R15-147]
1. Title and its heading: 9, Health Services
Chapter and its heading: 10, Department of Health Services - Health Care Institutions:
Licensing
Articles and their headings: 1, General
Section numbers: R9-10-119 (The Department may add, delete, or modify other
Sections, as necessary.)
2. The subject matter of the proposed rules:

When the Arizona Department of Health Services (Department) became aware of the potential sale of aborted fetal
tissue by Arizona health care institutions where abortions are performed, the Department initiated emergency
rulemaking after receiving an exception from the Governor’s rulemaking moratorium, established by Executive
Order 2015-01. Through this emergency rulemaking, the Department clarified, in the health care institution licens-
ing rules in 9 A.A.C. 10, the abortion reporting requirements in A.R.S. § 36-2161. The Department also added a
requirement for a licensed health care institution where abortions are performed to include information on the final
disposition of the fetal tissue, the person or persons taking custody of the fetal tissue, the amount of any compensa-
tion received by the licensed health care institution for the fetal tissue, and whether a patient has provided informed
consent for the transfer of custody of the fetal tissue, consistent with 42 U.S.C. §§ 289g-1 and 289g-2. An exception
was made in the abortion reporting rule for a transfer of custody to a funeral establishment or a crematory for final
disposition. The Notice of Emergency Rulemaking was filed with the Office of the Secretary of State on August 14,
2015. To prevent the expiration of the rule established through emergency rulemaking, the Department has
requested and received another exception from the Governor’s rulemaking moratorium and is initiating a regular

rulemaking.

[

A citation to all published notices relating to the proceeding:
Notice of Emergency Rulemaking: 21 A.A.R. 1787, September 4, 2015

[+

The name and address of agency personnel with whom persons may communicate regarding the rules:
Name: Colby Bower, Assistant Director
Address: Department of Health Services
Public Health Licensing Services
150 N. 18th Ave., Suite 510
Phoenix, AZ 85007

Telephone: (602) 542-6383

Fax: (602) 364-4808
E-mail: Colby.Bower@azdhs.gov
or
Name: Robert Lane, Interim Manager
Address: Arizona Department of Health Services

Office of Administrative Counsel and Rules
1740 W. Adams St., Suite 203
Phoenix, AZ 85007

Telephone: (602) 542-1020
Fax: (602) 364-1150
E-mail: Robert.Lane@azdhs.gov

5. The time during which the agency will accept written comments and the time and place where oral comments

may be made:

Written comments will be accepted at the addresses listed in item #4 until the close of record, which has not yet

been determined. The Department has not scheduled any oral proceedings at this time.

6. A timetable for agency decisions or other action on the proceeding. if known:
To be announced in the Notice of Proposed Rulemaking
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NOTICE OF RULEMAKING DOCKET OPENING

[R15-145]
INDUSTRIAL COMMISSION OF ARIZONA
1. Title and its heading: 20, Commerce, Financial Institutions, and Insurance
Chapter and its heading: 5, Industrial Commission of Arizona
Article and its heading: 6, Occupational Safety and Health Standards
Section numbers: R20-5-601 and R20-5-602 (Additional Sections may be made,
amended, or repealed as needed.)
2. The subject matter of the proposed rule:
The Arizona Division of Occupational Safety and Health (ADOSH), part of the Industrial Commission of Arizona,
is amending A.A.C. R20-5-601 and 602 to incorporate by reference amendments from 29 CFR 1926 and 29 CFR
1910, as published in the Federal Register.
The amendments apply to updating Occupational Safety and Health standards for Head Protection as published in
the Federal Register at 77 FR 37587-37600, June 22, 2012; to cranes and derricks in construction in 29 CFR 1926,
as published in the Federal Register at 78 FR 23837-23843, April 23, 2013, and at 78 FR 32110-32116, May 29,
2013; and to electric power generation, transmission, and distribution in both construction and general industry in
29 CFR 1926 and 29 CFR 1910, as published in the Federal Register at 79 FR 20315-20743, April 11, 2014.
Exemptions from Executive Order 2015-01 were provided for this rulemaking by Ted Vogt, Chief of Operations in
the Office of the Arizona Governor, in e-mails dated June 26, 2015 and February 12, 2015.
3. A citation to all published notices relating to the proceeding:

Notice of Proposed Rulemaking: 21 A.A.R. 2445 October 23, 2015 (in this issue).

4. The name and address of agency personnel with whom persons may communicate regarding the rule:
Name: Larry Gast, ADOSH Assistant Director

Address: Industrial Commission of Arizona
Division of Occupational Safety and Health
800 W. Washington St., Suite 203
Phoenix, AZ. 85007

Telephone: (602) 542-1695

Fax: (602) 542-1614

E-mail: Larry.Gast@azdosh.gov

5. The time during which the agency will accept written comments and the time and place where oral comments

may be made:
The Industrial Commission will accept written comments during a public comment period that is noticed in the

Notice of Proposed Rulemaking. Information regarding an oral proceeding is included in the Notice of Proposed
Rulemaking in this issue of the Register.

6. A timetable for agency decisions or other action on the proceeding. if known:
See the Notice of Proposed Rulemaking on page 2445 of this issue.
NOTICE OF RULEMAKING DOCKET OPENING
INDUSTRIAL COMMISSION OF ARIZONA
[R15-146]
1. Title and its heading: 20, Commerce, Financial Institutions, and Insurance
Chapter and its heading: 5, Industrial Commission of Arizona
Article and its heading: 13, Medical Treatment Guidelines
Section numbers: R20-5-1301 through R20-5-1314 (Sections may be added,
deleted, or modified as necessary.)
2. The subject matter of the proposed rule:

The Industrial Commission is required, under A.R.S. § 23-1062.03, to develop and implement a process for the use
of evidence based medical treatment guidelines, where appropriate, to treat injured workers within the context of
Arizona’s workers’ compensation system. The Commission is making rules to implement that process.
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3.

4.

[

[

A citation to all published notices relating to the proceeding:
None

The name and address of agency personnel with whom persons may communicate regarding the rule:
Name: Valli Goss, Assistant Chief Counsel

Address: Industrial Commission of Arizona
800 W. Washington St., Suite 303
Phoenix, AZ 85007

Telephone: (602) 542-5948
Fax: (602) 542-6783
E-mail: valli.goss@azica.gov

The time during which the agency will accept written comments and the time and place where oral comments

may be made:
The Industrial Commission will accept written comments during a public comment period that will be noticed in

the Notice of Proposed Rulemaking. Information regarding an oral proceeding will be included in the Notice of
Proposed Rulemaking.

A timetable for agency decisions or other action on the proceeding. if known:
To be determined.
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GOVERNOR EXECUTIVE ORDERS

The Administrative Procedure Act (APA) requires the  In addition, the Register shall include each statement filed by
full-text publication of Governor Executive Orders. the Governor in granting a commutation, pardon or reprieve,
With the exception of egregious errors, content Or stay or suspension of execution where a sentence of
(including spelling, grammar, and punctuation) of these death is imposed.
orders has been reproduced as submitted.

EXECUTIVE ORDER 2015-01

Internal Review of Administrative Rules; Moratorium to Promote Job Creation and
Customer-Service-Oriented Agencies

Editor’s Note: This Executive Order is being reproduced in each issue of the Administrative Register until its expiration
on December 31, 2015, as a notice to the public regarding state agencies’ rulemaking activities.
[M15-02]
WHEREAS, Arizona has lost more jobs per capita than any other state and has yet to recover all of those jobs;

WHEREAS, burdensome regulations inhibit job growth and economic development;

WHEREAS, each agency of the State of Arizona should promote customer-service-oriented principles for the people that it
serves;

WHEREAS, cach State agency should undertake a critical and comprehensive review of its administrative rules and take
action to reduce the regulatory burden, administrative delay, and legal uncertainty associated with government regulation;

WHEREAS, overly burdensome, antiquated, contradictory, redundant, and nonessential regulations should be repealed;

WHEREAS, Article 5, Section 4 of the Arizona Constitution and Title 41, Chapter 1, Article 1 of the Arizona Revised
Statutes vests the executive power of the State of Arizona in the Governor;

NOW, THEREFORE, I, Douglas A. Ducey, by virtue of the authority vested in me by the Constitution and laws of the
State of Arizona hereby declare the following:

1. A State agency, subject to this Order, shall not conduct any rulemaking except as permitted by this Order.

2. A State agency, subject to this Order, shall not conduct any rulemaking, whether informal or formal, without the

prior written approval of the Office of the Governor. In seeking approval, a State agency shall address one or more
of the following as justification for the rulemaking:

a. To fulfill an objective related to job creation, economic development, or economic expansion in this State.
b. To reduce or ameliorate a regulatory burden while achieving the same regulatory objective.

c. To prevent a significant threat to the public health, peace or safety.
d

To avoid violating a court order or federal law that would result in sanctions by a court or the federal
government against an agency for failure to conduct the rulemaking action.

e. To comply with a federal statutory or regulatory requirement if such compliance is related to a condition for the
receipt of federal funds or participation in any federal program.

f.  To fulfill an obligation related to fees or any other action necessary to implement the State budget that is
certified by the Governor’s Office of Strategic Planning and Budgeting.

g. To promulgate a rule or other item that is exempt from Title 41, Chapter 6, Arizona Revised Statues, pursuant
to section 41-1005, Arizona Revised Statutes.

h. To address matters pertaining to the control, mitigation or eradication of waste, fraud, or abuse within an
agency or wasteful, fraudulent, or abusive activities perpetrated against an agency.

3. Paragraphs 1 and 2 apply to all State agencies, except for: (a) any State agency that is headed by a single elected
State official, (b) the Corporation Commission, or (c) any State agency whose agency head is not appointed by the
Governor. Those State agencies to which Paragraphs 1 and 2 do not apply are strongly encouraged to voluntarily
comply with this Order in the context of their own rulemaking processes.

4. Pursuant to Article 5, Section 4 of the Arizona Constitution and Arizona Revised Statutes Section 41-101(A)(1), the
State agencies identified in Paragraph 3 must provide the Office of the Governor with a written report for each
proposed rule 30 days prior to engaging in any rulemaking proceeding and must also provide the Office of the
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Governor with a written report within 15 days of any rulemaking. The reports required by this Paragraph shall
explain, in detail, how the rulemaking advances the priorities and principles set forth in this Order.

No later than September 1, 2015, each State agency shall provide to the Office of the Governor an evaluation of
their rules, with recommendations for which rules could be amended or repealed consistent with the priorities and
principles set forth in this Order. The evaluation shall also include a summary of licensing time frames and describe
how those time frames compare to real processing time, and whether or not they can be reduced. Additionally, each
agency shall identify any existing licenses or permits in which a general permit could be used in lieu of an
individual permit, pursuant to Arizona Revised Statutes Section 41-1037.

No later than July 1, 2015, each State agency shall provide to the Office of the Governor an update on divisions
where electronic reporting and payment are not implemented and a suggested plan for how to implement this
customer-service-oriented service.

This Order does not confer any legal rights upon any persons and shall not be used as a basis for legal challenges to
rules, approvals, permits, licenses or other actions or to any inaction of a State agency. For the purposes of this
Order, “person,” “rule” and “rulemaking” have the same meanings prescribed in Arizona Revised Statutes Section
41-1001.

This Executive Order expires on December 31, 2015.

IN WITNESS WHEREOF, I have hereunto set my hand and caused to be
affixed the Great Seal of the State of Arizona.

Douglas A. Ducey
GOVERNOR

DONE at the Capitol in Phoenix on this fifth day of January in the year Two
Thousand and Fifteen and of the Independence of the United States of America
the Two Hundred and Thirty-ninth.

ATTEST:
Michele Reagan
Secretary of State
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GOVERNOR PROCLAMATIONS

The Administrative Procedure Act (APA) requires the publication of Governor proclamations of general applicability,

and ceremonial dedications issued by the Governor.

* ALPHA-1 AWARENESS MONTH *
[M15-277]

WHEREAS, Alpha-1 Antitrypsin Deficiency (Alpha-1) is one of the most common serious hereditary disorders in
the world and can result in life-threatening lung disease in adults and liver disease in both children and adults; and

WHEREAS, Alpha-1 has been identified in virtually all populations, and individuals who carry a single deficient
gene may pass the gene on to their children; and

WHEREAS, Alpha-1 is widely under-diagnosed and misdiagnosed and fewer than 10 percent of those predicted to
have Alpha-1 have been accurately diagnosed and it often takes an average of five doctors and seven years from the
time symptoms first appear before proper diagnosis is made, which can be detected by a simple blood test; and

WHEREAS, it is important to increase awareness and detection of this serious hereditary and misdiagnosed disorder;
and

WHEREAS, during the month of November, a nationwide awareness campaign will take place throughout the
country to educate the public as well as the medical community on Alpha-1 detection and treatment for those affected
by this condition.

NOW, THEREFORE, I, Douglas A. Ducey, Governor of the State of Arizona, do hereby proclaim November 2015
as
* ALPHA-1 AWARENESS MONTH *

IN WITNESS WHEREQF, I have hereunto set my hand
and caused to be affixed the Great Seal of the State of
Arizona

Douglas A. Ducey
GOVERNOR

DONE at the Capitol in Phoenix on this twenty-eighth day of
September in the year Two Thousand and Fifteen and of the
Independence of the United States of America the Two
Hundred and Fortieth.

ATTEST:

Michele Reagan

Secretary of State

* ARIZONA APPRENTICESHIP WEEK *
[M15-278]
WHEREAS, the advancement and well-being of the United States of America depends upon the continued
development of workers skilled in their chosen fields; and

WHEREAS, apprenticeship training programs fill this need by providing the means for the development of skilled
workers and the cultivation of pride in workmanship; and
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WHEREAS, the Arizona Apprenticeship Advisory Committee has taken the lead in advancing this program with the
result of thousands of people who have been trained for skilled jobs through apprenticeship training.

NOW, THEREFORE, I, Douglas A. Ducey, Governor of the State of Arizona, do hereby proclaim November 2 - 8,
2015 as
* ARIZONA APPRENTICESHIP WEEK *
and I further call upon all citizens to recognize the purpose and values of apprenticeship training to pursue its further
expansion.
IN WITNESS WHEREOF, I have hereunto set my hand
and caused to be affixed the Great Seal of the State of
Arizona

Douglas A. Ducey
GOVERNOR

DONE at the Capitol in Phoenix on this twenty-eighth day of
September in the year Two Thousand and Fifteen and of the
Independence of the United States of America the Two
Hundred and Fortieth.

ATTEST:

Michele Reagan

Secretary of State

* ARIZONA HOSPICE & PALLIATIVE CARE MONTH *
[M15-279]
WHEREAS, the Arizona Hospice & Palliative Care Organization (AHPCO), founded in 1982, is the non-profit
organization committed to advancing quality end-of-life care and serving as a voice, advocate and resource for its
members and the communities they serve; and

WHEREAS, hospice and palliative care provides patients and families the highest quality care during life-limiting
illness and at the end of life, through pain management and symptom control, caregiver training and assistance, and
emotional and spiritual support, allowing patients to live fully until the final moments, surrounded and supported by the
faces of loved ones, friends, and committed caregivers; and

WHEREAS, since 1982, millions of Arizonans living with life-limiting illness, and their families, received care from
hospice and palliative care programs in communities throughout Arizona; and

WHEREAS, professional and compassionate hospice staff, including physicians, nurses, social workers, therapists,
counselors, health aides, volunteers, and clergy provide comprehensive care focused on the wishes of each individual
patient; and

WHEREAS, providing high-quality hospice and palliative care reaffirms our belief in the essential dignity of every
person, regardless of age, health, or social status, and that every stage of human life deserves to be treated with the

utmost respect and care; and

WHEREAS, hospice and palliative care providers encourage all people to learn more about options for care and to
share their wishes with family, loved ones, and their healthcare professionals.

NOW, THEREFORE, I, Douglas A. Ducey, Governor of the State of Arizona, do hereby proclaim November 2015 as
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* ARIZONA HOSPICE & PALLIATIVE CARE MONTH *
and encourage citizens to increase their understanding and awareness of care at the end of life and to  observe this
month with appropriate activities and programs.

IN WITNESS WHEREQOF, I have hereunto set my hand
and caused to be affixed the Great Seal of the State of
Arizona

Douglas A. Ducey
GOVERNOR

DONE at the Capitol in Phoenix on this twenty-eighth day of
September in the year Two Thousand and Fifteen, and of the
Independence of the United States of America the Two
Hundred and Fortieth.

ATTEST:

Michele Reagan

Secretary of State

* BLINDNESS AWARENESS MONTH *

* WHITE CANE SAFETY DAY *
[M15-283]

WHEREAS, the white cane, which all blind citizens of the State of Arizona have the right to carry, demonstrates and
symbolizes their ability to achieve a full and independent life and their capacity to work productively in competitive
employment; and

WHEREAS, by allowing all blind people to move freely and safely from place to place, the white cane makes it possible
for them to participate fully in and contribute to our society; and

WHEREAS, Arizona law calls upon employers, both public and private, to be aware of and use the employment skills of
blind citizens by recognizing their worth as individuals and their productive capacities as employees; and

WHEREAS, the National Federation of the Blind has declared October as Meet-the-Blind Month and takes this
opportunity each year to educated the public about the abilities of blind citizens; and

WHEREAS, through the public education and outreach efforts of the National Federation of the Blind of Arizona, citizens
of this State can look forward to a continued expansion of employment opportunities for and greater acceptance of blind
people in the competitive labor market; and

Sth

WHEREAS, on October 6, 1964, a joint resolution of the Congress was signed into law proclaiming October 15™ of each

year as White Cane Safety Day to recognize the contributions of Americans who are blind or low vision; and

WHEREAS, the white cane is one of a wide variety of tools that sustain independence, productivity and mobility for
individuals who are blind or have low vision and in recent years, refreshable braille displays and speech synthesis devices
have given these individuals access to the internet, unlocking a new frontier of unlimited possibilities in education and
employment; and

WHEREAS, individuals who are visually impaired are less constrained and better integrated in our State than ever before,
but much work remains to ensure they have the opportunity to reach their full potential to secure equal access to education
and employment for blind Arizonans and all those with disabilities; and
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WHEREAS, since White Cane Safety Day was first proclaimed, individuals who are blind or have low vision have
achieved substantial progress. As leaders in government, business, academics, arts and the community, these individuals
have made and continue to make remarkable contributions to Arizona and its communities.

NOW, THEREFORE, I, Douglas A. Ducey, Governor of the State of Arizona, do hereby proclaim October 2015 as

* BLINDNESS AWARENESS MONTH *
and October 15, 2015 as
* WHITE CANE SAFETY DAY *

IN WITNESS WHEREOF, I have hereunto set my hand
and caused to be affixed the Great Seal of the State of
Arizona

Douglas A. Ducey
GOVERNOR

DONE at the Capitol in Phoenix on this second day of
October in the year Two Thousand and Fifteen, and of the
Independence of the United States of America the Two
Hundred and Fortieth.

ATTEST:

Michele Reagan

Secretary of State

* BULLYING PREVENTION MONTH *
[M15-284]
WHEREAS, bullying is physical, verbal, sexual, or emotional harm or intimidation intentionally directed at a person

or group of people; and

WHEREAS, bullying occurs in neighborhoods, playgrounds, schools, and through technology, including cell phones
and social media; and

WHEREAS, various researchers have concluded that bullying is the most common form of violence, affecting
millions of American children and adolescents every year; and

WHEREAS, thousands of Arizona children and adolescents are affected by bullying every year; and

WHEREAS, targets of bullying are more likely to acquire physical, emotional, and learning problems and students
who are repeatedly bullied often fear such activities as riding the bus, going to school, and attending community
activities; and

WHEREAS, children who bully are at greater risk of engaging in more serious violent behaviors; and

WHEREAS, children who witness bullying often feel less secure, more fearful, and intimated.

NOW, THEREFORE, I, Douglas A. Ducey, Governor of the State of Arizona, do hereby proclaim October 2015 as
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* BULLYING PREVENTION MONTH *

and I further encourage all Arizona schools, students, parents, community and faith-based organizations to engage in a
variety of awareness and prevention activities designed to make our communities safer for all children and adolescents.

IN WITNESS WHEREQOF, I have hereunto set my hand
and caused to be affixed the Great Seal of the State of
Arizona

Douglas A. Ducey
GOVERNOR

DONE at the Capitol in Phoenix on this fifth day of October
in the year Two Thousand and Fifteen, and of the
Independence of the United States of America the Two
Hundred and Fortieth.

ATTEST:

Michele Reagan

Secretary of State

* COLLEGE APPLICATION CAMPAIGN MONTH *
[M15-280]
WHEREAS, the State of Arizona is committed to ensuring our children have the education and skills they need to
compete in the global economy; and
WHEREAS, more than 90 percent of high school students say they plan to go to college; and
WHEREAS, only 26 percent of Arizonans over the age of 25 have obtained a bachelor’s degree or higher; and

WHEREAS, more than 68 percent of Arizona’s future jobs will require some form of postsecondary education; and

WHEREAS, postsecondary education leads to citizens who are happier and healthier and who are more engaged in
their community; and

NOW, THEREFORE, I, Douglas A. Ducey, Governor of the State of Arizona, do hereby proclaim November 2015 as
* COLLEGE APPLICATION CAMPAIGN MONTH *

and I further urge all Arizonans to recognize the benefit of attaining a postsecondary education and to encourage high
school seniors to complete at least one postsecondary education application in the month of November.

IN WITNESS WHEREQF, I have hereunto set my hand
and caused to be affixed the Great Seal of the State of
Arizona

Douglas A. Ducey
GOVERNOR

DONE at the Capitol in Phoenix on this twenty-eighth day of
September in the year Two Thousand and Fifteen, and of the
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Independence of the United States of America the Two
Hundred and Fortieth.

ATTEST:

Michele Reagan

Secretary of State

* EMERGENCY NURSES WEEK *
[M15-285]

WHEREAS, there are approximately 180,000 emergency nurses in the United States who have expertise in caring for
all emergency patients across the spectrum of the lifespan: ushering life in at birth and allowing for a dignified death;
and

WHEREAS, emergency nurses are highly trained to recognize life-threatening problems and solve them on the spot,
playing a vital role in treating patients in emergency situations, caring for those most in need, and saving lives on a
daily basis; and

WHEREAS, these characteristics provide a broad scope of practice for the delivery of critical and complex care within
a limited timeframe to healthcare consumers of all ages and backgrounds. Emergency nurses integrate critical thinking
skills and knowledge of evidence-based practice into their delivery of care and decision making; and

WHEREAS, through research, education, and emergency nursing advocacy, the Emergency Nurses Association
(ENA) supports and honors the advancement of professionalism of emergency nurses everywhere; and

WHEREAS, ENA, the ENA Foundation, and other groups around our country have joined together to honor the
extraordinary acts of service, compassion, and commitment that emergency nurses provide to patients every day.

NOW, THEREFORE, I, Douglas A. Ducey, Governor of the State of Arizona, do hereby proclaim October 11 - 17,
2015 as
* EMERGENCY NURSES WEEK *

and I further recognize the many nurses courageously standing at the front line of emergency care and thank them for
their commitment to safe practice and care.

IN WITNESS WHEREOQOF, I have hereunto set my hand
and caused to be affixed the Great Seal of the State of
Arizona

Douglas A. Ducey
GOVERNOR

DONE at the Capitol in Phoenix on this second day of
October in the year Two Thousand and Fifteen, and of the
Independence of the United States of America the Two
Hundred and Fortieth.

ATTEST:

Michele Reagan

Secretary of State
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* METASTATIC BREAST CANCER AWARENESS DAY *
[M15-286]

WHEREAS, metastatic breast cancer, also called stage IV or advanced breast cancer, is breast cancer that has spread
beyond the breast to other organs in the body. Most common sites are bones, legs, brain and liver; and

WHEREAS, each year approximately 40,000 women and men die of metastatic breast cancer in the United States (740
Arizonans in 2012); and

WHEREAS, an estimated 155,000 Americans are currently living with breast cancer that has spread outside the breast
and will never be cancer free; and

WHEREAS, metastatic breast cancer is the initial diagnosis for 6-10 percent of all new cases in the United States each
year; and

WHEREAS, although metastatic breast cancer cannot be cured, it can be treated. Treatment focuses on controlling the
disease and maintaining quality of life; and

WHEREAS, the American Cancer Society states that the five-year survival rate after diagnosis for stage IV breast
cancer patients is 22 percent.

NOW, THEREFORE, I, Douglas A. Ducey, Governor of the State of Arizona, do hereby proclaim October 13, 2015
as
* METASTATIC BREAST CANCER AWARENESS DAY *

IN WITNESS WHEREQOF, I have hereunto set my hand
and caused to be affixed the Great Seal of the State of
Arizona

Douglas A. Ducey
GOVERNOR

DONE at the Capitol in Phoenix on this second day of
October in the year Two Thousand and Fifteen, and of the
Independence of the United States of America the Two
Hundred and Fortieth.

ATTEST:

Michele Reagan

Secretary of State

* SCHOOL PSYCHOLOGY AWARENESS WEEK *
[M15-281]
WHEREAS, all children and youth deserve a free and appropriate public education in a safe and nurturing school
environment that promotes cognitive, physical, social and emotional development and encourages family involvement;
and

WHEREAS, children learn best in communities where educators are valued and treated with respect, and are learners
themselves; and

WHEREAS, supporting diversity among learners contributes to a strong and just society; and
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WHEREAS, ecarly effective interventions and collaborative services will best prepare children for success in the
future; and

WHEREAS, school psychologists collaborate with key stakeholders in families, schools and communities to promote
the healthy development of all children and youth through early interventions and data-based decision making; and

WHEREAS, the citizens of Arizona recognize the vital role that school psychologists play in meeting the individual
needs of students by supporting their schools and their families.

NOW, THEREFORE, I, Douglas A. Ducey, Governor of the State of Arizona, do hereby proclaim November 9 — 13,
2015 as

* SCHOOL PSYCHOLOGY AWARENESS WEEK *

IN WITNESS WHEREQOF, I have hereunto set my hand
and caused to be affixed the Great Seal of the State of
Arizona

Douglas A. Ducey
GOVERNOR

DONE at the Capitol in Phoenix on this twenty-eighth day of
September in the year Two Thousand and Fifteen, and of the
Independence of the United States of America the Two
Hundred and Fortieth.

ATTEST:

Michele Reagan

Secretary of State

* VETERAN EMPLOYMENT MONTH *
[M15-282]
WHEREAS, the State of Arizona is home to over 625,000 service members, veterans and their families who live
throughout our state; and

WHEREAS, these individuals and their families bring valuable skills, knowledge, experience and leadership to our
civilian workplaces; and

WHEREAS, military, government and community employment service providers work to connect service members,
veterans and their family members with employment opportunities; and

WHEREAS, public and private sector organizations seek to strengthen the recruiting, hiring, retention and promotion
of military-affiliated employees by being Arizona Veteran Supportive Employers; and

WHEREAS, the Arizona Department of Veterans’ Services and the Arizona Coalition for Military Families are
leading the way in bringing together key stakeholders from the public and private sectors to create and implement the
Arizona Roadmap to Veteran Employment; and

WHEREAS, the hiring and retention of military-affiliated employees contributes to a strong workforce and economy
throughout the State of Arizona.
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NOW, THEREFORE, I, Douglas A. Ducey, Governor of the State of Arizona, do hereby proclaim November 2015 as
* VETERAN EMPLOYMENT MONTH *

IN WITNESS WHEREQOF, I have hereunto set my hand
and caused to be affixed the Great Seal of the State of
Arizona

Douglas A. Ducey
GOVERNOR

DONE at the Capitol in Phoenix on this twenty-eighth day of
September in the year Two Thousand and Fifteen, and of the
Independence of the United States of America the Two
Hundred and Fortieth.

ATTEST:

Michele Reagan

Secretary of State

October 23, 2015 | Published by the Arizona Secretary of State | Vol. 21, Issue 43 2487



_—

¥

1 Indexes

Arizona Administrative REGISTER

REGISTER INDEXES

The Register is published by volume in a calendar year (See “Information” in the front of each issue for a more detailed
explanation).

Abbreviations for rulemaking activity in this Index include:

PROPOSED RULEMAKING

PN = Proposed new Section

PM = Proposed amended Section
PR = Proposed repealed Section

P# = Proposed renumbered Section

SUPPLEMENTAL PROPOSED RULEMAKING

SPN = Supplemental proposed new Section

SPM = Supplemental proposed amended Section
SPR = Supplemental proposed repealed Section
SP# = Supplemental proposed renumbered Section
FINAL RULEMAKING

FN = Final new Section

FM = Final amended Section

FR = Final repealed Section

F# = Final renumbered Section

SUMMARY RULEMAKING

PROPOSED SUMMARY

PSMN = Proposed Summary new Section
PSMM = Proposed Summary amended Section
PSMR = Proposed Summary repealed Section
PSM# = Proposed Summary renumbered Section

FINAL SUMMARY

FSMN = Final Summary new Section

FSMM = Final Summary amended Section
FSMR = Final Summary repealed Section
FSM# = Final Summary renumbered Section
EXPEDITED RULEMAKING

PROPOSED EXPEDITED

PEN = Proposed Expedited new Section
PEM = Proposed Expedited amended Section
PER = Proposed Expedited repealed Section

PE# = Proposed Expedited renumbered Section
SUPPLEMENTAL EXPEDITED

SPEN = Supplemental Proposed Expedited new Section

SPEM = Supplemental Proposed Expedited amended Section
SPER = Supplemental Proposed Expedited repealed Section
SPE# = Supplemental Proposed Expedited renumbered Section
FINAL EXPEDITED

EXEMPT RULEMAKING

EXEMPT PROPOSED

PXN = Proposed Exempt new Section

PXM = Proposed Exempt amended Section

PXR = Proposed Exempt repealed Section

PX# = Proposed Exempt renumbered Section

EXEMPT SUPPLEMENTAL PROPOSED

SPXN = Supplemental Proposed Exempt new Section
SPXR = Supplemental Proposed Exempt repealed Section
SPXM= Supplemental Proposed Exempt amended Section
SPX# = Supplemental Proposed Exempt renumbered Section
FINAL EXEMPT RULMAKING

FXN = Final Exempt new Section

FXM = Final Exempt amended Section

FXR = Final Exempt repealed Section

FX# = Final Exempt renumbered Section
EMERGENCY RULEMAKING

EN = Emergency new Section

EM = Emergency amended Section

ER = Emergency repealed Section

E# = Emergency renumbered Section

EEXP = Emergency expired

RECODIFICATION OF RULES
RC = Recodified

REJECTION OF RULES

RJ = Rejected by the Attorney General
TERMINATION OF RULES

TN = Terminated proposed new Sections

TM = Terminated proposed amended Section
TR = Terminated proposed repealed Section

T# = Terminated proposed renumbered Section
RULE EXPIRATIONS

EXP = Rules have expired

See also “emergency expired” under emergency rulemaking

CORRECTIONS
C = Corrections to Published Rules

FEN = Final Expedited new Section
FEM = Final Expedited amended Section
FER = Final Expedited repealed Section
FE# = Final Expedited renumbered Section
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R4-5-501. PM-869 R4-11-301. PM-1887 R7-2-604.02.  FXM-2047
R4-5-502. PM-869 R4-11-302. PR-1887 R7-2-604.03.  FXM-2047
Clean Elections Commission, Citizens R4-11-303. PM-1887 R7-2-604.04. FXM-2047
R2-20-107. PXM-779; R4-11-304. PM-1887 R7-2-607. FXM-2054
FXM-1627 R4-11-305. PM-1887 R7-2-610. FXM-2054
R2-20-109. PXM-781; R4-11-1202. FM-921 R7-2-611. FXM-2056
PXM-1977; R4-11-1701. PM-671 R7-2-612. FXM-2063
PXM-2043 Economic Security, Department of - R7-2-613. FXM-2073
R2-20-110. PXM-785; State Assistance Programs R7-2-614. FXM-2073
FXM-1629 R6-13-201. EXP-157 R7-2-617. FXM-2077
R2-20-111. PXM-787; R6-13-202. EXP-157 R7-2-701. FXM-1775
FXM-1631 R6-13-203. EXP-157 R7-2-703. FXM-1775
R2-20-113. PXN-789; R6-13-204. EXP-157 R7-2-809. FXN-1784
FXM-1633 R6-13-205. EXP-157 R7-2-1001. FXM-1525
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PXM-1822; R6-13-214. EXP-157 FXN-1525
PXM-1983 R6-13-215. EXP-157 R7-2-1009. FXR-1525
R2-20-402.01. PXM-833; R6-13-216. EXP-157 R7-2-1010. FXM-1525
FXM-1640 R6-13-302. EXP-157 R7-2-1011. FXN-1525
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R2-14-108. FN-233 R6-13-317. EXP-157 R7-2-1027. FXM-1525
R2-14-109. FN-233 R6-13-318. EXP-157 R7-2-1028. FXM-1525
Corporation Commission - Fixed Utili- R6-13-319. EXP-157 R7-2-10209. FXM-1525
ties R6-13-320. EXP-157 R7-2-1030. FXM-1525
R14-2-1805.  FM-379 R6-13-321. EXP-157 R7-2-1031. FXM-1525
R14-2-1812.  FM-379 R6-13-1201.  EXP-157 R7-2-1032. FXM-1525
Sorporation Commission - Transporta- R6-13-1202. EXP-157 R7-2-1033. FXM-1525
ton R6-13-1203.  EXP-157 R7-2-1035. FXM-1525
R14-3-202. PM-674 R6-13-1204.  EXP-157 R7-2-1036.  FXM-1525
R14-5-203. PM-674 R6-13-1206. EXP-157 R7-2-1037. FXM-1525
R14-5-204. PM-674 R6-13-1209. EXP-157 R7-2-1041. FXM-1525
R14-5-205. PM-674 R6-13-1210. EXP-157 R7-2-1042. FXM-1525
R14-5-207.  PM-674 R6-13-1211.  EXP-157 R7-2-1044.  FXM-1525
Cosmetology, Board of R6-13-1212. EXP-157 R7-2-1045. FXM-1525
R4-10-102. PM-1765 Education, State Board of
RA10-107. PM.1765 , R7-2-1046. FXM-1525
RA-10-110 PM-1765 R7-2-205. FXM-1775 R7-2-1047. FXM-1525
Dental Examine-rs State Board of R7-2-301. FXM-1778 R7-2-1048. FXM-1525
RA-11-201.  PM-1887 R7-2-302. FXM-1778 R7-2-1049. FXM-1525
R4-11-202. PM-1887 R7-2-307. FXM-1781 R7-2-1050. FXM-1525
R4-11-203' PM-1887 R7-2-308. FXM-1781 R7-2-1053. FXM-1525
1o0a i R7-2-604. FXM-2047 R7-2-1055. FXM-1525
R4-11-204.  PM-1887 R7-2-604.01.  FXM-2047
R4-11-205. PM-1887 0L R7-2-1056. FXM-1525
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R7-2-1057. FXM-1525 R7-2-1146. FXM-1525 - Hazardous Waste Management
R7-2-1058. FXM-1525 R7-2-1147. FXM-1525 R18-8-260. FM-1246
R7-2-1061. FXM-1525 R7-2-1148. FXM-1525 R18-8-261. FM-1246
R7-2-1062. FXM-1525 R7-2-1149. FXM-1525 R18-8-262. FM-1246
R7-2-1063. FXM-1525 R7-2-1150. FXM-1525 R18-8-263. FM-1246
R7-2-1066. FXM-1525 R7-2-1151. FXM-1525 R18-8-264. FM-1246
R7-2-1067. FXR-1525; R7-2-1152. FXM-1525 R18-8-265. FM-1246
FXN-1525 R7-2-1153. FXM-1525 R18-8-266. FM-1246
R7-2-1068. FXM-1525 R7-2-1155. FXM-1525 R18-8-268. FM-1246
R7-2-1069. FXN-1525 R7-2-1156. FXM-1525 R18-8-270. FM-1246
R7-2-1070. FXN-1525 R7-2-1157. FXM-1525 R18-8-271. FM-1246
R7-2-1073. FXM-1525 R7-2-1158. FXM-1525 R18-8-273. FM-1246
R7-2-1074. FXM-1525 R7-2-1159. FXM-1525 Environmental Quality, Department of
R7-2-1075. FXM-1525 R7-2-1161. FXM-1525 - Safe Drinking Water
R7-2-1076. FXM-1525 R7-2-1164. FXM-1525 R18-4-102. PM-2286
R7-2-1078. FXM-1525 R7-2-1165. FXM-1525 R18-4-103. PM-2286
R7-2-1079. FXM-1525 R7-2-1167. FXM-1525 R18-4-105. PM-2286
R7-2-1080. FXM-1525 R7-2-1168. FXM-1525 R18-4-121. PM-2286
R7-2-1081. FXM-1525 R7-2-1169. FXM-1525 R18-4-126. PN-2286
R7-2-1083. FXM-1525 R7-2-1170. FXM-1525 R18-4-210. PM-2286
R7-2-1084. FXM-1525 R7-2-1181. FXM-1525 Environmental Quality, Department of
R7-2-1085. FXM-1525 R7-2-1182. FXM-1525 - Wag; 8P %“‘1'88‘2‘ C"“trlg;w 751
R7-2-1086. FXM-1525 R7-2-1183. FXM-1525 RISO.1015  FMAs1
R7-2-1087. FXN-1525 R7-2-1184. FXM-1525 ORIV -
R7-2-1091. FXR-1525 R7-2-1185. FXM-1525 o ‘["“‘é‘e“ﬁ' Quality, Department of
- ater a andar
R7-2-1092.  FXR-1525; R7-2-1191.  FXM-1525 RIS 106 o M-1895:
FXN-1525 R7-2-1192. FXM-1525 C TM-1986
R7-2-1093. FXM-1525 R7-2-1194. FXM-1525 RIS-11-109.  PM-1895;
R7-2-1100. FXN-1525 R7-2-1195. FXM-1525 TM-1986
R7-2-1101. FXM-1525 R7-2-1196.  FXN-1525 RIS-11-110. PM-1895;
R7-2-1102. FXM-1525 Emergency and Military Affairs, TM-1986
R7-2-1103. FXM-1525 Department of - Division of Emergency RI8-11-112 PM-1895:
R7-2-1104 FXM-1525 Management I ove

: TM-1986
R7-2-1105. FXM-1525 R8-2-101. PM-1151 RIS-11-115 PM-1895-
R7-2-1106. FXN-1525 R8-2-102. PM-1151 I TM-1986
R7-2-1107 FXN-1525 R8-2-103. PM-1151 i

: R18-11-121. PM-1895;
R7-2-1108. FXN-1525 R8-2-104. PM-1151 TM-1986
R7-2-1109. FXM-1525 R8-2-105. PM-1151 Apbvendix A, PM-1895:
R7-2-1110 FXM-1525 Environmental Quality, Department of ppendix A. - >
R7-2-1111 ’ FXM-1525 - Air Pollution Control ) TM-1986

' R18-2-210. FXM-1156 Appendix B.  PM-1895;
R7-2-1112. FXM-1525 TM.1
R7-2-1113 FXM-1525 R18-2-610. FXM-1156 . -1986

' R18-2-610.01.  FXM-1156 Appendix C. . PM-1895;
R7-2-1114. FXM-1525 TM-1986
R7-2.1115 FXM.1525 R18-2-610.02. FXN-1156 o -

: R18-2-610.03. FXN-1156 Editor s Note: The terminated
R7-2-1116. FXR-1525 R18-2-611 FXM-1156 rulemaking action (TM) notated in the
R7-2-1117. FXM-1525 RI8-2-611 '01 FXM-1156 above sections is in reference to the Notice
R7-2-1118. FXM-1525 R18-2-611 '02' FXN-1156 of Proposed Rulemaking published at 20
R7-2-1119. FXR-1525; e ) A.A.R. 3590, December 26, 2014.

FXN.1529 R18-2-611.03. FXN-1156
N R18-2-612. FXR-1156: Examiners of Nursing Care Institution
R7-2-1120. FXM-1525 _ ’ Administrators and Assisted Living
R7-2-1121 FXM-1525 FXN-1156 ili
s . - R18-2-612.01 FXN-1156 Facility Managers, Board of
R7-2-1122. FXM-1525 RISA613 EXR1156: R4-33-101. FM-543
R7-2-1123. FXM-1525 Bl EXN-1136 R4-33-108. FM-543
R7-2-1125. FXM-1525 RISO613.01  FXN-115¢ R4-33-203. FM-543
R7-2-1131. FXM-1525 Appendix 2 EXM-1156 R4-33-208. FM-543
R7-2-1141. FXM-1525 RI89701. EMLT1L R4-33-212. FN-543
R7-2-1142. FXM-1525 RI89.933 FRA1L R4-33-302. FM-543
R7-2-1143. FXM-1525 RISATI30L.  FRALL R4-33-401. FM-543
R7-2-1144. FXM-1525 RIS2-734  FM.T11 R4-33-402. FM-543
R7-2-1145. FXM-1525 Environmental Quality, Department of R4-33-407. FM-543
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R4-33-408. FM-543 R12-4-113. PM-1001 R4-29-204. FM-451
R4-33-411. FN-543 R12-4-114. PM-1001 R4-29-207. FM-451
Financial Institutions, Department of R12-4-115. PM-1001 R4-29-208. FM-451
R20-4-707. EXP-411 R12-4-116. PM-1001 R4-29-304. FM-451
Financial Institutions, Department of - R12-4-117. PM-1001 R4-29-307. FM-451
Real Estate Appraisal Division R12-4-118. PN-1001 R4-29-308. FM-451
R4-46-101. FM-1675 R12-4-119. PM-1001 R4-29-501. FM-451
R4-46-102. FM-1675 R12-4-120. PM-1001 R4-29-503. FM-451
R4-46-103. FM-1675 R12-4-121. PM-1001 Physical Therapy, Board of
R4-46-106. FM-1675 R12-4-124. PN-1001 R4-24-208. FXM-924
R4-46-107. FN-1675 R12-4-125. P#-1001; R4-24-313. FXN-924
R4-46-401. FR-1675; PM-1001 Physicians Medical Board, Naturo-
FN-1675 R12-4-202. PM-747 pathic
R4-46-402. FN-1675 R12-4-302. PM-1001 R4-18-101. PM-201;
R4-46-403. FN-1675 R12-4-504. FXM-1046 FM-2009
R4-46-404. FN-1675 R12-4-611. PM-1001 R4-18-107. PM-201;
R4-46-405. FN-1675 R12-4-804. P#-1001 FM-2009
R4-46-406. FN-1675 R12-4-901. EXP-757 R4-18-202. PM-201;
R4-46-407. FN-1675 R12-4-902. EXP-757 FM-2009
R4-46-408. FN-1675 R12-4-903. EXP-757 R4-18-203. PM-201;
R4-46-501. FM-1675 R12-4-904. EXP-757 FM-2009
R4-46-502. FN-1675 R12-4-905. EXP-757 R4-18-204. PM-201;
R4-46-503. FR-1675; R12-4-906. EXP-757 FM-2009
FN-1675 Health Services, Department of - Health R4-18-206. PM-201;
R4-46-504. FN-1675 Care Institutions: Licensing FM-2009
R4-46-505. FN-1675 R9-10-119. EN-1787 R4-18-207. PN-201;
R4-46-506. FN-1675 Health Services, Department of - Health FN-2009
R4-46-507. FN-1675 Programs Services R4-18-208. PN-201;
R4-46-508. FN-1675 R9-13-201. FXM-1083 FN-2009
R4-46-509. FN-1675 R9-13-202. FXM-1083 R4-18-209. PN-201;
R4-46-510. FN-1675 R9-13-203. FXM-1083 FN-2009
R4-46-511. FN-1675 R9-13-207. FXM-1083 R4-18-501. PM-201;
R4-46-601. FM-1675 Insurance, Department of FM-2009
R4-46-602. FR-1675 R20-6-1101. PM-2401 R4-18-502. PM-201;
Fingerprinting, Board of R20-6-1401. FXM-54 FM-2009
R13-11-101. EXP-465 R20-6-1402. FXM-54 R4-18-904. EM-51;
Fire, Building and Life Safety, Depart- R20-6-1403. FXM-54 EM-928;
ment of R20-6-1404. FXM-54 FM-2009
R4-36-201. PM-1077 R20-6-1405. FXM-54 Power Authority, Arizona
R4-36-301. PM-1077 R20-6-1406. FXM-54 R12-14-602. FR-297
R4-36-302. PM-1077 R20-6-1407. FXM-54 R12-14-603. FN-297
R4-36-303. PM-1077 R20-6-1408. FXR-54; R12-14-604. FN-297
R4-36-304. PM-1077 FXN-54 R12-14-605. FN-297
R4-36-305. PM-1077 R20-6-1409. FXN-54 R12-14-606. FN-297
R4-36-307. PM-1077 R20-6-1410. FXN-54 R12-14-607. FN-297
R4-36-308. PM-1077 Appendix A. FXM-54 R12-14-608. FN-297
R4-36-309. PM-1077 Appendix B. FXM-54 R12-14-609. FN-297
R4-36-310. PM-1077 Appendix C. FXM-54 R12-14-610. FN-297
R4-36-311. PR-1077 Appendix D. FXM-54 R12-14-611. FN-297
R4-36-401. FM-571 Appendix E. FX#-54; R12-14-612. FN-297
Game and Fish Commission FXM-54; R12-14-613. FN-297
R12-4-101. PM-1001 FXN-54 R12-14-614.  FN-297
R12-4-103. PM-1001 Appendix F. FXN-54 R12-14-615.  FN-297
R12-4-104. PM-1001 Appendix G. FX#-54; R12-14-616.  FN-297
R12-4-105. PM-1001 FXM-54; R12-14-617. FN-297
R12-4-106. PM-1001 FXN-54 R12-14-618.  FN-297
R12-4-107. PM-1001 Pest Management, Office of R12-14-619. FN-297
R12-4-108. PM-1001 R4-29-102. FM-451 R12-14-620. FN-297
R12-4-110. PM-1001 R4-29-103. FM-451 R12-14-621. FN-297
R12-4-111. PM-1001 R4-29-202. FM-451 R12-14-622. FN-297
R12-4-112. PM-1001 R4-29-203. FM-451 R12-14-623. FN-297
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R12-14-624. FN-297 R12-1-1947. PN-2357 R12-2-503. FR-573
R12-14-625. FN-297 R12-1-1949. PN-2357 R12-2-504. FR-573
R12-14-626. FN-297 R12-1-1951. PN-2357 R12-2-505. FR-573
R12-14-627. FN-297 R12-1-1953. PN-2357 R12-2-506. FR-573
R12-14-628. FN-297 R12-1-1955. PN-2357 R12-2-601. FR-573
R12-14-629. FN-297 R12-1-1957. PN-2357 R12-2-602. FR-573
R12-14-630. FN-297 R12-1-1971. PN-2357 R12-2-603. FR-573
R12-14-631. FN-297 R12-1-1973. PN-2357 R12-2-604. FR-573
R12-14-632. FN-297 R12-1-1975. PN-2357 R12-2-605. FR-573
Public Safety, Department of - Con- R12-1-1977. PN-2357 Retirement System Board, State
cealed Weapons Permits R12-1-1979. PN-2357 R2-8-104. PM-959
R13-9-302. EXP-795 R12-1-1981. PN-2357 R2-8-115. PM-959; PM-
R13-9-305. EXP-795 R12-1-19101.  PN-2357 2281
R13-9-307. EXP-795 R12-1-19103. PN-2357 R2-8-118. PM-959; PM-
R13-9-308. EXP-795 R12-1-19105. PN-2357 2281
R13-9-309. EXP-795 R12-1-19107. PN-2357 R2-8-120. PM-959
R13-9-310. EXP-795 R12-1-19109. PN-2357 R2-8-122. PM-2281
Public Safety, Department of - School Appendix A. PN-2357 R2-8-123. PM-959
Buses Radiation Regulatory Agency - Medical R2-8-126. PM-959; PM-
R13-13-105. PM-1461 Radiologic Technology Board of Exam- 2281
R13-13-106. PM-1461 iners R2-8-401. PM-959
R13-13-107. PM-1461 R12-2-101. FM-573 R2-8-501. PM-959
R13-13-108. PM-1461 R12-2-102. FM-573 R2-8-601. PM-959
Racing Commission, Arizona R12-2-104. FR-573; R2-8-701. PM-959
R19-2-205. FXM-640 FN-573 Revenue, Department of - General
R19-2-401. FXM-643 R12-2-201. FR-573; Administration
Radiation Regulatory Agency FN-573 R15-10-108. EXP-1197
RI12-1-102. PM-2357 R12-2-202. FR-573; R15-10-109.  EXP-1197
R12-1-303. PM-2357 FN-573 R15-10-118.  EXP-1197
R12-1-306. PM-2357 R12-2-203. FR-573; R15-10-202.  EXP-1197
R12-1-308. PM-2357 FN-573 R15-10-702.  EN-1830
RI2-1-311. PM-2357 R12-2-204. FR-573; R15-10-703.  EN-1830
R12-1-313. PM-2357 FN-573 R15-10-704.  EN-1830
R12-1-320. PM-2357 R12-2-205. FR-573; R15-10-706.  EN-1830
R12-1-323. PM-2357 FN-573 Revenue, Department of - Income and
R12-1-418. PM-2357 R12-2-206. FR-573; Withholding Tax Section
R12-1-452. PM-2357 FN-573 R15-2C-202. EXP-465
R12-1-503. PM-2357 R12-2-207. FR-573; R15-2C-204. EXP-465
R12-1-703. PM-2357 FN-573 Secretary of State, Office of
R12-1-1215. FM-289 R12-2-208. FN-573 R1-1-101. FM-117
Table A. FM-289 R12-2-301. FR-573; R1-1-103. FM-117
R12-1-1302. FM-289; FN-573 R1-1-104. FM-117
PM-2357 R12-2-302. FN-573 R1-1-105. FM-117
R12-1-1306. FM-289 R12-2-303. FN-573 R1-1-106. FM-117
R12-1-1512. PM-2357 R12-2-304. FN-573 R1-1-107. FM-117
R12-1-1901. PN-2357 R12-2-305. FN-573 R1-1-109. FM-117
R12-1-1903. PN-2357 R12-2-401. FR-573; R1-1-110. FM-117
R12-1-1905. PN-2357 FN-573 R1-1-114. FM-117
R12-1-1907. PN-2357 R12-2-402. FR-573; R1-1-202. FM-117
R12-1-1909. PN-2357 FN-573 R1-1-205. FM-117
R12-1-1911. PN-2357 R12-2-403. FR-573; R1-1-211. FM-117
R12-1-1921. PN-2357 FN-573 R1-1-302. FM-117
R12-1-1923. PN-2357 R12-2-404. FR-573; R1-1-401. FM-117
R12-1-1925. PN-2357 FN-573 R1-1-414. FM-117
R12-1-1927. PN-2357 R12-2-405. FR-573; R1-1-502. FM-117
R12-1-1929. PN-2357 FN-573 R1-1-801. FR-117;
R12-1-1931. PN-2357 R12-2-406. FR-573; FN-117
R12-1-1933. PN-2357 FN-573 R1-1-802. FN-117
R12-1-1941. PN-2357 R12-2-501. FR-573 R1-1-803. FN-117
R12-1-1943. PN-2357 R12-2-502. FR-573 R1-1-1001. FM-117
R12-1-1945. PN-2357 State Real Estate Department
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R4-28-405. EXP-757
Transportation, Department of - Com-
mercial Programs

R17-5-301. FXM-1096
R17-5-302. FXM-1096
R17-5-303. FXN-1096
R17-5-304. FXN-1096
R17-5-305. FXN-1096
R17-5-306. FXN-1096
R17-5-307. FXN-1096
R17-5-308. FXN-1096
R17-5-309. FXN-1096
R17-5-310. FXN-1096
R17-5-311. FXN-1096
R17-5-312. FXN-1096
R17-5-313. FXN-1096
R17-5-314. FXN-1096
R17-5-315. FXN-1096
R17-5-316. FXN-1096
R17-5-317. FXN-1096
R17-5-318. FXN-1096
R17-5-319. FXN-1096
R17-5-320. FXN-1096
R17-5-321. FXN-1096
R17-5-901. FXN-1825
R17-5-902. FXN-1825
R17-5-903. FXN-1825
R17-5-904. FXN-1825
R17-5-905. FXN-1825

R17-5-906. FXN-1825

Transportation, Department of - Title,
Registration, and Driver Licenses

R17-4-401. FXM-1092
R17-4-404. FXM-1092
Weights and Measures, Department of
R20-2-101. PM-437,
FM-1693
R20-2-901. PM-437,;
FM-1693
R20-2-902. PM-437,;
FM-1693
R20-2-903. PM-437,
FM-1693
R20-2-904. PM-437,;
FM-1693
R20-2-906. PM-437,
FM-1693
R20-2-907. PM-437,
FM-1693
R20-2-908. PM-437
R20-2-909. PM-437,
FM-1693
R20-2-910. PM-437,
FM-1693
R20-2-913. FN-437;
FM-1693
R20-2-1001. PN-437,;
FN-1693

R20-2-1002. PN-437,
FN-1693

R20-2-1003. PN-437,
FN-1693

R20-2-1004. PN-437,
FN-1693

R20-2-1005. PN-437,
FN-1693

R20-2-1006. PN-437,
FN-1693

R20-2-1007. PN-437,
FN-1693

R20-2-1008. PN-437,
FN-1693

R20-2-1009. PN-437,
FN-1693

R20-2-1010. PN-437,;
FN-1693

R20-2-1011. PN-437,
FN-1693

R20-2-1012. PN-437,
FN-1693

R20-2-1013. PN-437,
FN-1693

Table 1. PN-437;
FN-1693

OTHER NOTICES AND PUBLIC RECORDS INDEX

Other notices related to rulemakings are listed in the Index by notice type, agency/county and by volume page number.
Agency policy statements and proposed delegation agreements are included in this section of the Index by volume page

number.

Public records, such as Governor Office executive orders, proclamations, declarations and terminations of
emergencies, summaries of Attorney General Opinions, and county notices are also listed in this section of the Index as

published by volume page number.

THIS INDEX INCLUDES OTHER NOTICE ACTIVITY THROUGH ISSUE 42 OF VOLUME 21.

Agency Guidance Documents, Notices
of

Health Services, Department of; pp.
22-23,325-326, 647, 1495, 2417-2420

Revenue, Department of; pp. 890-
893, 2111

Agency Ombudsman, Notices of

Child Safety, Department of; pp.
466, 1054

Early Childhood Development and
Health Board; p. 25

Game and Fish Commission; p. 142

Health Services, Department of; p.
498

Lottery Commission, State; p. 526

Psychologist Examiners, Board of; p.
25

Public Safety, Department of; p.
1502

Registrar of Contractors; p. 729

County Notices Pursuant to A.R.S. § 49-
2

Maricopa County; p. 984, 1273-1302,
1302-1445, 2124-2261

Pima County; pp. 469-471, 852-853

Pinal County; pp. 422, 501-506, 802-
808, 902-906, 1715-1745, 2083-2087

Governor’s Office

Executive Order: pp. 26-27, 102-103,
143-144 (E.O. #2012-03); 163-164
(E.O.#2015-01); 216 (E.O. #2015-02);
552-553 (E.O. #2015-03); 760-761
(E.O. #2015-04); 975 (E.O. #2015-05)

Proclamations: pp. 615-621; 652-654;
693-696; 798-801; 847-851; 899-901;

976-983; 1059-1060; 1130-1134;
1203-1207; 1505-1507; 1653-1657;
1709-1714; 1794-1796; 2113; 2115-
2123, 2320-2326

Governor’s Regulatory Review Council

Notices of Action Taken: pp. 193,
317, 479-480, 563-564, 771, 951,
1217, 1757-1758, 2100

Oral Proceeding on Proposed Rulemak-
ing, Notices of

Child Safety, Department of; 1055,
1269, 1649, 1650, 1866

Optometry, Board of; p. 9, 1648

Psychologist Examiners, Board of; p.
1199

Proposed Delegation Agreement,
Notices of

2494
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Environmental Quality, Department
of; p. 267-269, 496, 894-895, 1124,
1496-1497, 1836

Public Information, Notices of

Agriculture, Department of - Live-
stock & Crop Conservation Grant
Program; p. 896

Arizona Health Care Cost Contain-
ment System; p. 727, 840, 1051

Child Safety, Arizona Department
of; p. 1051, 1267, 1646, 1838

Emergency and Military Affairs,
Department of - Division of Military
Affairs; p. 159, 1267

Environmental Quality, Department
of; pp. 11-20, 77-87

Environmental Quality, Department
of - Pesticides and Water Pollution
Control; p. 687-689

Environmental Quality, Department
of - Water Pollution Control; p. 1126

Environmental Quality, Department
of - Water Quality Control; pp. 327-
360, 840-842, 1838-1865, 2297-2317

Environmental Quality, Department
of - Water Quality Standards; p. 160

Health Services, Department of; pp.
21, 177-179, 241, 361-362, 413, 2421

Health Services, Department of -
Emergency Medical Services; p.
2422

Health Services, Department of -
Health Programs Services; p. 611

Health Services, Department of -
Laboratories; p. 2422

Optometry, Board of; p. 11

Secretary of State, Office of the; p.
160-161

The Deaf and the Hard of Hearing;
p. 1498

Rulemaking Docket Opening, Notices of

Agriculture, Department of - Envi-
ronmental Services Division; p. 2415

Arizona Health Care Cost Contain-
ment System - Administration; p.
839, 1791, 1835

Arizona Health Care Cost Contain-
ment System - Arizona Long-term
Care System; p. 495

Barbers, Board of; p. 889

Board of Dental Examiners, State; p.
524, 1988-1989Corporation Commis-
sion, Arizona - Transportation; p.
685

Cosmetology, Board of; p. 1122, 1790

Emergency and Military Affairs,
Department of - Division of Emer-
gency Management; p. 1198

Environmental Quality, Department
of - Safe Drinking Water; p. 2296

Environmental Quality, Department
of - Water Quality Standards; p. 1989

Fire, Building and Life Safety,
Department of; p. 1123

Game and Fish Commission; p. 759,
1049

Insurance, Department of; p. 1494

Lottery Commission, Arizona State;
pp.- 972,973

Physicians Medical Board, Naturo-
pathic; p. 215

Public Safety, Department of -
School Buses; p. 646

Radiation Regulatory Agency; p.
2295

Retirement System Board, State; p.
726,931, 1834, 1987, 2109

The Deaf and the Hard of Hearing,
Commission for; p. 1493

Weights and Measures, Department
of; p. 412

Substantive Policy Statement, Notices of

Agriculture, Department of; p. 2424

Environmental Quality, Department
of; pp. 88-101, 137-139, 162, 307,
591, 612, 690

Financial Institutions, Department
of; p. 1499

Game and Fish Commission; p. 141

Greater Arizona Development Author-
ity; pp. 391-392

Health Services, Department of; pp.
140, 180-182, 242-249, 270-272, 416-
419, 648, 843-844

Insurance, Department of; p. 591-
593, 1500

Nursing, Board of; p. 136

Psychologist Examiners, Board of; p.
24

Revenue, Department of; p. 932-939

State Real Estate, Department of; p.
551, 1501

Technical Registration, Board of; pp.
414-415

Water Infrastructure Finance
Authority; pp. 393-395

Water Resources, Department of; p.
183
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RULE EFFECTIVE DATES CALENDAR

A.R.S. § 41-1032(A), as amended by Laws 2002, Ch. 334, § 8 (effective August 22, 2002), states that a rule generally
becomes effective 60 days after the day it is filed with the Secretary of State’s Office. The following table lists filing dates
and effective dates for rules that follow this provision. Please also check the rulemaking Preamble for effective dates.

January February March April May June
Date Filed | EMeCVe | Date File | EMECVe | pate Filed | EMeCVe | pate Filed | EMCIV | pate Fileg | EMECIVe | pate Fiieq | Effective
1/1 32 2/1 4/2 3/1 4/30 4/1 5/31 51 6/30 6/1 7/31
1/2 3/3 2/2 4/3 3/2 5/1 4/2 6/1 5/2 7/1 6/2 8/1
1/3 3/4 2/3 4/4 3/3 5/2 4/3 6/2 5/3 72 6/3 8/2
1/4 3/5 2/4 4/5 3/4 5/3 4/4 6/3 5/4 7/3 6/4 8/3
1/5 3/6 2/5 4/6 3/5 5/4 4/5 6/4 5/5 7/4 6/5 8/4
1/6 3/7 2/6 4/7 3/6 5/5 4/6 6/5 5/6 7/5 6/6 8/5
1/7 3/8 2/7 4/8 3/7 5/6 4/7 6/6 5/7 7/6 6/7 8/6
1/8 3/9 2/8 4/9 3/8 5/7 4/8 6/7 5/8 7/7 6/8 8/7
1/9 3/10 2/9 4/10 3/9 5/8 4/9 6/8 5/9 7/8 6/9 8/8
1/10 3/11 2/10 4/11 3/10 5/9 4/10 6/9 5/10 7/9 6/10 8/9
1/11 3/12 2/11 4/12 3/11 5/10 4/11 6/10 5/11 7/10 6/11 8/10
1/12 3/13 2/12 4/13 3/12 5/11 4/12 6/11 5/12 7/11 6/12 8/11
1/13 3/14 2/13 4/14 3/13 5/12 4/13 6/12 5/13 7/12 6/13 8/12
1/14 3/15 2/14 4/15 3/14 5/13 4/14 6/13 5/14 7/13 6/14 8/13
1/15 3/16 2/15 4/16 3/15 5/14 4/15 6/14 5/15 7/14 6/15 8/14
1/16 3/17 2/16 4/17 3/16 5/15 4/16 6/15 5/16 7/15 6/16 8/15
1/17 3/18 2/17 4/18 3/17 5/16 4/17 6/16 5/17 7/16 6/17 8/16
1/18 3/19 2/18 4/19 3/18 5/17 4/18 6/17 5/18 717 6/18 8/17
1/19 3/20 2/19 4/20 3/19 5/18 4/19 6/18 5/19 7/18 6/19 8/18
1/20 3/21 2/20 4/21 3/20 5/19 4/20 6/19 5/20 7/19 6/20 8/19
1/21 3/22 2/21 4/22 3/21 5/20 4/21 6/20 5/21 7/20 6/21 8/20
1/22 3/23 2/22 4/23 3/22 5/21 4/22 6/21 5/22 7/21 6/22 8/21
1/23 3/24 2/23 4/24 3/23 5/22 4/23 6/22 5/23 7/22 6/23 8/22
1/24 3/25 2/24 4/25 3/24 5/23 4/24 6/23 5/24 7/23 6/24 8/23
1/25 3/26 2/25 4/26 3/25 5/24 4/25 6/24 5/25 7/24 6/25 8/24
1/26 3/27 2/26 4/27 3/26 5/25 4/26 6/25 5/26 7/25 6/26 8/25
1727 3/28 2/27 4/28 3/27 5/26 4/27 6/26 5/27 7/26 6/27 8/26
1/28 3/29 2/28 4/29 3/28 5/27 4/28 6/27 5/28 7/27 6/28 8/27
1/29 3/30 3/29 5/28 4/29 6/28 5/29 7/28 6/29 8/28
1/30 3/31 3/30 5/29 4/30 6/29 5/30 7/29 6/30 8/29
1/31 4/1 3/31 5/30 5/31 7/30
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July August September October November December
Date Filed | EMCe | pate Filed | EMCIVe | pate Filed | EMCIV | pate Fileq | EMCIV | pate Fileg | EfECIVe | pate Fijgg | Efiecive
71 8/30 8/1 9/30 91 10/31 10/1 11/30 11/1 12/31 12/1 1/30
72 8/31 8/2 10/1 9/2 11/1 10/2 12/1 1172 1/1 12/2 1/31
7/3 9/1 8/3 10/2 9/3 11/2 10/3 12/2 11/3 1/2 12/3 2/1
7/4 9/2 8/4 10/3 9/4 11/3 10/4 12/3 11/4 1/3 12/4 2/2
7/5 9/3 8/5 10/4 9/5 11/4 10/5 12/4 11/5 1/4 12/5 2/3
7/6 9/4 8/6 10/5 9/6 11/5 10/6 12/5 11/6 1/5 12/6 2/4
717 9/5 8/7 10/6 9/7 11/6 10/7 12/6 11/7 1/6 12/7 2/5
7/8 9/6 8/8 10/7 9/8 11/7 10/8 12/7 11/8 1/7 12/8 2/6
7/9 9/7 8/9 10/8 9/9 11/8 10/9 12/8 11/9 1/8 12/9 2/7
7/10 9/8 8/10 10/9 9/10 11/9 10/10 12/9 11/10 1/9 12/10 2/8
7/11 9/9 8/11 10/10 9/11 11/10 10/11 12/10 11/11 1/10 12/11 2/9
7/12 9/10 8/12 10/11 9/12 11/11 10/12 12/11 11/12 1/11 12/12 2/10
7/13 9/11 8/13 10/12 9/13 11/12 10/13 12/12 11/13 1/12 12/13 2/11
7/14 9/12 8/14 10/13 9/14 11/13 10/14 12/13 11/14 1/13 12/14 2/12
7/15 9/13 8/15 10/14 9/15 11/14 10/15 12/14 11/15 1/14 12/15 2/13
7/16 9/14 8/16 10/15 9/16 11/15 10/16 12/15 11/16 1/15 12/16 2/14
717 9/15 8/17 10/16 9/17 11/16 10/17 12/16 11/17 1/16 12/17 2/15
7/18 9/16 8/18 10/17 9/18 11/17 10/18 12/17 11/18 1/17 12/18 2/16
7/19 9/17 8/19 10/18 9/19 11/18 10/19 12/18 11/19 1/18 12/19 2/17
7/20 9/18 8/20 10/19 9/20 11/19 10/20 12/19 11/20 1/19 12/20 2/18
7/21 9/19 8/21 10/20 9/21 11/20 10/21 12/20 11/21 1/20 12/21 2/19
7/22 9/20 8/22 10/21 9/22 11/21 10/22 12/21 11/22 1721 12/22 2/20
7/23 9/21 8/23 10/22 9/23 11/22 10/23 12/22 11/23 1/22 12/23 2/21
7/24 9/22 8/24 10/23 9/24 11/23 10/24 12/23 11/24 1/23 12/24 2/22
7/25 9/23 8/25 10/24 9/25 11/24 10/25 12/24 11/25 1/24 12/25 2/23
7/26 9/24 8/26 10/25 9/26 11/25 10/26 12/25 11/26 1/25 12/26 2/24
7/27 9/25 8/27 10/26 9/27 11/26 10/27 12/26 11/27 1/26 12/27 2/25
7/28 9/26 8/28 10/27 9/28 11727 10/28 12/27 11/28 1/27 12/28 2/26
7/29 9/27 8/29 10/28 9/29 11/28 10/29 12/28 11/29 1/28 12/29 2/27
7/30 9/28 8/30 10/29 9/30 11/29 10/30 12/29 11/30 1/29 12/30 2/28
7/31 9/29 8/31 10/30 10/31 12/30 12/31 3/1
October 23, 2015 | Published by the Arizona Secretary of State | Vol. 21, Issue 43 2497



/ﬁ\ki; Calendar/Deadlines

Arizona Administrative REGISTER

REGISTER PUBLISHING DEADLINES

The Secretary of State’s Office publishes the Register weekly. There is a three-week turnaround period between a
deadline date and the publication date of the Register. The weekly deadline dates and issue dates are shown below.
Council meetings and Register deadlines do not correlate. Also listed are the earliest dates on which an oral proceeding
can be held on proposed rulemakings or proposed delegation agreements following publication of the notice in the

Register.

Deadline Date (paper only)

Friday, 5:00 p.m.
April 17,2015
April 24, 2015

May 1, 2015
May 8, 2015
May 15, 2015
May 22,2015
May 29, 2015
June 5, 2015
June 12, 2015
June 19, 2015
June 26, 2015
July 3, 2015
July 10, 2015
July 17, 2015
July 24,2015
July 31, 2015
August 7, 2015
August 14, 2015
August 21, 2015
August 28,2015
September 4, 2015
September 11, 2015
September 18, 2015
September 25, 2015
October 2, 2015
October 9, 2015
October 16, 2015
October 23, 2015
October 30, 2015

Register
Publication Date

May 8, 2015
May 15, 2015
May 22,2015
May 29, 2015
June 5, 2015
June 12, 2015
June 19, 2015
June 26, 2015
July 3, 2015
July 10, 2015
July 17, 2015
July 24, 2015
July 31, 2015
August 7, 2015
August 14,2015
August 21, 2015
August 28, 2015
September 4, 2015
September 11, 2015
September 18, 2015
September 25, 2015
October 2, 2015
October 9, 2015
October 16, 2015
October 23, 2015
October 30, 2015
November 6, 2015
November 13, 2015
November 20, 2015

Oral Proceeding may be
scheduled on or after

June 8, 2015
June 15, 2015
June 22, 2015
June 29, 2015
July 6, 2015
July 13,2015
July 20, 2015
July 27,2015
August 3, 2015
August 10, 2015
August 17, 2015
August 24, 2015
August 31, 2015
September 8, 2015 (Tuesday)
September 14, 2015
September 21, 2015
September 28, 2015
October 5, 2015
October 13, 2015 (Tuesday)
October 19, 2015
October 26, 2015
November 2, 2015
November 9, 2015
November 16, 2015
November 23, 2015
November 30, 2015
December 7, 2015
December 14, 2015
December 21, 2015
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GOVERNOR’S REGULATORY REVIEW COUNCIL
DEADLINES

The following deadlines apply to all Five-Year-Review All rules and Five-Year Review Reports are due in the
Reports and any adopted rule submitted to the Governor's  Council office by 5:00 p.m. of the deadline date. The
Regulatory Review Council. Council meetings and Council’s office is located at 100 N. 15th Ave., Suite 402,
Register deadlines do not correlate. We publish these Phoenix, AZ 85007. For more information, call (602) 542-

deadlines as a courtesy. 2058 or visit www.grrc.state.az.us.
PLACEDONCOUNCIL | DUEFROM || PATEOF COUNCIL ||/ DATE OF COUNCIL
AGENDA AGENCIES
November 17,2014 December 17, 2014 December 30, 2014 January 6, 2015
December 15, 2014 January 14, 2015 January 27,2015 February 3, 2015
January 20, 2015 February 11, 2015 February 24, 2015 March 3, 2015
February 17,2015 March 18, 2015 March 31, 2015 April 7,2015
March 16, 2015 April 15,2015 April 28, 2015 May 5, 2015
April 20, 2015 May 13,2015 May 28, 2015 June 2, 2015
May 18, 2015 June 17, 2015 June 30, 2015 July 7, 2015
June 15, 2015 July 15,2015 July 28, 2015 August 4, 2015
July 20, 2015 August 12, 2015 August 25, 2015 September 1, 2015
August 17,2015 September 16, 2015 September 29, 2015 October 6, 2015
September 21, 2015 October 14, 2015 October 27, 2015 November 3, 2015
October 19, 2015 November 12, 2015 November 24, 2015 December 1, 2015
November 16, 2015 December 16, 2015 December 29, 2015 January 5, 2016
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