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PREFACE

Under Arizona law, the Department of State, Office of the Secretary of State (Office), accepts state agency rule filings and is the publisher
of Arizona rules. The Office of the Secretary of State does not interpret or enforce rules in the Administrative Code. Questions about rules
should be directed to the state agency responsible for the promulgation of the rule.

Scott Cancelosi, Director
ADMINISTRATIVE RULES DIVISION

RULES

The definition for a rule is provided for under A.R.S. § 41-1001.
“‘Rule’ means an agency statement of general applicability that
implements, interprets, or prescribes law or policy, or describes
the procedures or practice requirements of an agency.”

THE ADMINISTRATIVE CODE

The Arizona Administrative Code is where the official rules of the
state of Arizona are published. The Code is the official codifica-
tion of rules that govern state agencies, boards, and commissions.

The Code is separated by subject into titles. Titles are divided into
chapters. A chapter includes state agency rules. Rules in chapters
are divided into Articles, then Sections. The “R” stands for “rule”
with a sequential numbering and lettering outline separated into
subsections.

Rules are codified quarterly in the Code. Supplement release
dates are printed on the footers of each chapter.

First Quarter: January 1 - March 31

Second Quarter: April 1 - June 30

Third Quarter: July 1 - September 30

Fourth Quarter: October 1 - December 31

For example, the first supplement for the first quarter of 2018 is
cited as Supp. 18-1.

Please note: The Office publishes by chapter, not by individual
rule section. Therefore there might be only a few sections codi-
fied in each chapter released in a supplement. Historical notes at
the end of a section provide an effective date and information
when a rule was last updated.

AUTHENTICATION OF PDF CODE CHAPTERS

The Office began to authenticate chapters of the Administrative
Code in Supp. 18-1 to comply with A.R.S. § 41-1012(B) and
A.R.S. § 5302(1), (2)(d) through (e), and (3)(d) through (e).

A certification verifies the authenticity of each Code chapter
posted as it is released by the Office of the Secretary of State. The
authenticated pdf of the Code includes an integrity mark with a
certificate ID. Users should check the validity of the signature,
especially if the pdf has been downloaded. If the digital signature
is invalid it means the document’s content has been compro-
mised.

HOW TO USE THE CODE

Rules may be in effect before a supplement is released by the
Office. Therefore, the user should refer to issues of the Arizona
Administrative Register for recent updates to rule Sections.

ARIZONA REVISED STATUTE REFERENCES

The Arizona Revised Statutes (A.R.S.) are available online at the
Legislature’s website, www.azleg.gov. An agency’s authority

i

note to make rules is often included at the beginning of a chapter.
Other Arizona statutes may be referenced in rule under the A.R.S.
acronym.

SESSION LAW REFERENCES

Arizona Session Law references in a chapter can be found at the
Secretary of State’s website, under Services-> Legislative Fil-
ings.

EXEMPTIONS FROM THE APA

It is not uncommon for an agency to be exempt from the steps
outlined in the rulemaking process as specified in the Arizona
Administrative Procedures Act, also known as the APA (Arizona
Revised Statutes, Title 41, Chapter 6, Articles 1 through 10).
Other agencies may be given an exemption to certain provisions
of the Act.

An agency’s exemption is written in law by the Arizona State
Legislature or under a referendum or initiative passed into law by
Arizona voters.

When an agency files an exempt rulemaking package with our
Office it specifies the law exemption in what is called the pre-
amble of rulemaking. The preamble is published in the Register
online at www.azsos.gov/rules, click on the Administrative Reg-
ister link.

Editor’s notes at the beginning of a chapter provide information
about rulemaking sections made by exempt rulemaking. Exempt
rulemaking notes are also included in the historical note at the end
of a rulemaking Section.

The Office makes a distinction to certain exemptions because
some rules are made without receiving input from stakeholders or
the public. Other exemptions may require an agency to propose
exempt rules at a public hearing.

EXEMPTIONS AND PAPER COLOR

At one time the office published exempt rules on either blue or
green paper. Blue meant the authority of the exemption was given
by the Legislature; green meant the authority was determined by a
court order. In 2001 the Office discontinued publishing rules
using these paper colors.

PERSONAL USE/COMMERCIAL USE

This chapter is posted as a public courtesy online, and is for
private use only. Those who wish to use the contents for resale or
profit should contact the Office about Commercial Use fees. For
information on commercial use fees review A.R.S. § 39-121.03
and 1 A.A.C. 1, R1-1-113.

Rhonda Paschal, managing rules editor, assisted with the editing
of this chapter.
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TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;

SECURITIES REGULATION

CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES
Authority: Article XV, § 3, Constitution of Arizona and A.R.S. § 40-202 et seq.
Editor’s Note: The Office of the Secretary of State publishes all Code Chapters on white paper (Supp. 02-1).

The Corporation Commission has determined that rules in this Chapter are exempt from the Attorney General certification provi-
sions of the Arizona Administrative Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin v. Arizona Corporation Com-
mission, 174 Ariz. 216 848 P.2d 301 (App. 1992)). This exemption means that the rule was not certified by the Attorney General. Because
this Chapter was filed under a rulemaking exemption, as determined by the Corporation Commission, other than a statutory exemption,
the Chapter is printed on green paper.

Chapter 2, consisting of Sections R14-2-104, R14-2-105, R14-2-201 through R14-2-213, R14-2-301 through R14-2-313, R14-2-401
through R14-2-411, R14-2-501 through R14-2-510, and R14-2-601 through R14-2-610, adopted effective March 2, 1982.

ARTICLE 1. GENERAL PROVISIONS

Former Sections RI14-2-103, RI14-2-127, and RI14-2-128,
renumbered as Sections R14-2-101 through R14-2-103 respectively
and former Section R14-2-135 renumbered as Section R14-2-314
effective March 2, 1982.

Former Sections R14-2-101, R14-2-102, R14-2-104, RI14-2-
106 through R14-2-126, R14-2-129, R14-2-130, R14-2-132 through
R14-2-134 repealed effective March 2, 1982.

Section

R14-2-101.
R14-2-102.
R14-2-103.

Appendix.
Appendix A.

Schedule A-1.
Schedule A-2.
Schedule A-3.
Schedule A-4.

Schedule A-5.

Appendix B.

Schedule B-1.
Schedule B-2.
Schedule B-3.

Schedule B-4.
Schedule B-5.

Appendix C.

Schedule C-1.
Schedule C-2.
Schedule C-3.

Appendix D.

Schedule D-1.
Schedule D-2.
Schedule D-3.

Accident TEPOILS ...coveeeveeeuirieierieieieieieeeeceie e 7
Treatment of depreciation ............cceceeveveeeenennnne. 7
Defining Filing Requirements in Support of a
Request by a Public Service Corporation Doing
Business in Arizona for a Determination of the
Value of Property of the Corporation and of the
Rate of Return Thereon, or in Support of Proposed

Increased Rates or Charges .........ccccceeveeveereeneennnne. 7
Index of Schedules
Summary Schedules .........cccocereineninnens 15
Computation of Increase in Gross Revenue
Requirements .........ccccccveeveneecnecnencecnnenes 15
Summary Results of Operations .................. 16
Summary of Capital Structure ...........cco.n... 17
Construction Expenditures and Gross Utility
Plant in Service .......ccccoeveveneneneneneeieeene 18
Summary Changes In Financial Position ..... 19
Rate Base Schedules ........c..cccocccevinecncnne. 20
Summary of Original Cost and RCND Base
Elements .......coceoveneineinineeececces 20
................... Original Cost Rate Base Pro forma
Adjustments 21

RCND Rate Base Pro forma Adjustments 22
RCND by Major Plant Accounts 23
Computation of Working Capital 24

Test Year Income Statements 25

Adjusted Test Year Income Statement ......... 25
Income Statement Pro forma Adjustments .. 26
Computation of Gross Revenue Conversion

Factor ..o 27
Cost of Capital ....ccceeceeeeierienienienerereeeene 28
Summary Cost of Capital ............cecevevrrennne 28

Cost of Long-Term and Short-Term Debt .... 29
Cost of Preferred Stock ........cccoocevevenceineee

Schedule E-1.
Schedule E-2.
Schedule E-3.

Schedule E-4.

Schedule E-5.
Schedule E-6.

Schedule E-7.
Schedule E-8.
Schedule E-9.
Appendix F.
Schedule F-1.

Schedule F-2.

Schedule F-3.
Schedule F-4.

Appendix G.
Schedule G-1.
Schedule G-2.
Schedule G-3.
Schedule G-4.
Schedule G-5.
Schedule G-6.
Schedule G-7.

Appendix H.
Schedule H-1.

Schedule H-2.
Schedule H-3.
Schedule H-4.
Schedule H-5.
R14-2-104.
R14-2-105.
R14-2-106.

R14-2-107.

R14-2-108.

Comparative Balance Sheet ...........cccocceeunee 32
Comparative Income Statements .................. 33
Comparative Statement of Changes in Financial
POSItION ..ecuiiiiieicicncecccece e 34

Statement of Change in Stockholders’ Equity ...
Detail of Utility Plant
Comparative Departmental Operating Income
Statements .......ccocccoveuivieineerieeneeeeeeees
Operating StatiStiCs .........ccevvevvereerreriererenenne
Taxes Charged to Operations
Notes to Financial Statements
Projections and Forecasts ...........ccccoecenennene
Projected Income Statements - Present and

Proposed Rate ......cccoceeeeeeiiiiiciinincncnee 41
Projected Changes In Financial Present and
Proposed Rates .......cccceceveeienienieieniinenicnes 42
Projected Construction Requirements ........... 43
Assumptions Used in Developing Projection
....................................................................... 44
Cost of Service Analyses ..........coceeveereeennnne. 45

Cost of Service Summary-Present Rates ...... 45
Cost of Service Summary-Proposed Rates ...46
Rate Base Allocation to Classes of Service.. 47
Expense Allocation to Classes of Service..... 48

Distribution of Rate Base by Function ......... 49
Distribution of Expenses by Function .......... 50
Development of Allocation Factors .............. 51
Effect of Proposed Tariff Schedules ............. 52

Summary of Revenues by Customer
Classification-Present and Proposed Rates ...52
Analysis of Revenue by Detailed Class ........ 53
Changes In Representative Rate Schedules ..54
Typical Bill Analysis ........cccecevvevrerienereninnne
Bill Count ......cccocveuenneee
Inspection of annual reports ..
Notice of rate hearings ..........cceccevveveererererenenns
Commission Color Code to Identify Location of
Underground Facilities .........c.ccccoveoieennienieennne 56
Electric, Natural Gas, or Affiliated Water
Cooperative Streamlined Rate Application Filing
Requirements and Process ...........ccoceeeeererieennene 57
Electric, Natural Gas, or Affiliated Water
Cooperative Streamlined Financing Application

Schedule D-4. Cost of Common Equity ................. Filing Requirements and Process ..........cccccccouene 60
Appendix E. Financial and Statistical Schedules
September 30, 2018 Page 1




14A.AC.2 Arizona Administrative Code Title 14
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES
ARTICLE 2. ELECTRIC UTILITIES R14-2-509. Termination of SErvice .......cccovevevereriveeerenienenes 104
Section R14-2-510. Administrative and Hearing Requirements ...... 105
R14-2-201. DefiNitions ....c.c.eovveeveeeerieieieinireecreeee e 60 ARTICLE 6. SEWER UTILITIES
R14-2-202. Certificate of Convenience and Necessity for .
Electric Utilities 62 Section
AP [ R14-2-601. Definitions ......cccoveeeveenirereireceereceeeeeeee 107
R14-2-203. Establishment of Service .........cocccveencccncnnee 62 . . .
. ; . R14-2-602. Certificates of Convenience and Necessity for
R14-2-204. Minimum Customer Information Requirements 63 S . :
: Sewer Ultilities; Extensions of Certificates of
R14-2-205. Master MEtering ........ccoeeeverereneneneneeeeneennes 64 . . e
. . : Convenience and Necessity for Sewer Utilities;
R14-2-206. Service Lines and Establishments ..................... 64 .
: . Abandonment, Sale, Lease, Transfer, or Disposal
R14-2-207. Line EXtensions .......c..c.ccocevevennne D . )
e . of'a Sewer Ultility; Discontinuance or
R14-2-208. Provision of Service ..... e .
. Abandonment of Sewer Utility Service ............ 108
R14-2-209. Meter Reading ................ . .
o ; R14-2-603. Establishment of SErvice .........cocevvevercreencnenn 110
R14-2-210. Billing and Collection . . : .
°°. - R14-2-604. Minimum customer information requirements . 111
R14-2-211. Termination of Service . .
. . : ; R14-2-605. Service CONNECtioNS ........ccceceevververuerierererenenne 112
R14-2-212. Administrative and Hearing Requirements ....... 72 . ) ;
R14-2-213 Conservation 74 R14-2-606. Colle.c.tlon main extension agreements ... 112
T T T R14-2-607. Provision of Service .........cccevveverenenenenencnnen. 113
ARTICLE 3. GAS UTILITIES R14-2-608. Billing and collection .........c.cccecevvinercnennennee 113
Section R14-2-609. Termination of SETVICe ......ccevveveererererenieeninenn 114
R14-2-301. Definitions ......ccceoeeueeeeeerieireieeeeec e 74 R14-2-610. Administrative and Hearing Requirements ... 15
R14-2-302. Certificate of Convenience and Necessity for gas ARTICLE 7. RESOURCE PLANNING AND
utilities; additions/extensions; abandonments ... 76 PROCUREMENT
R14-2-303. Establishment of service ..........cccccoeveeirercneenne. 76 Section
R14-2-304. Minimum customer information requirements .. 77 145 701 Definitions ... 116
R14-2-305. MasSter MELETING ....covveuveueeeererienienienieeeeieeeeneenns 77 L
L . R14-2-702. APPlCability ....cccoevveieiiiiiereeee e 117
R14-2-306. Service lines and establishments ....................... 78 . . ; :
. . R14-2-703. Load-serving Entity Reporting Requirements ..117
R14-2-307. Main extensions Co . - ]
. . . R14-2-704. Commission Review of Load-serving Entity
R14-2-308. Provision of Service .......c.ccoceveeveeieienienieniennenne.
. Resource Plans ........ccoceeeeieienienienencneneneee 120
R14-2-309. Meter reading .......ccceoveereeerienineieeneeeeceeee
o : R14-2-705. Procurement .........ccccoeeveviininininininineeee 121
R14-2-310. Billing and collection ; .
o . R14-2-706. Independent Monitor Selection and
R14-2-311. Termination of service Responsibilities 121
R14-2-312. Administrative and Hearing Requirements ....... 83 POMSIOTIACS ovesrsrrrvvvvvvsssssss s
R14-2-313. CONSEIVALION ...ovveiiniienieiiieieeeceie et 85 ARTICLE 8. PUBLIC UTILITY HOLDING COMPANIES AND
R14-2-314. Intermittent gas ignition .........c.cceeveveviverrerennnnns 85 AFFILIATED INTERESTS
ARTICLE 4. WATER UTILITIES Section
Section R14-2-801. Definitions .....cccecveeeverierienierienieseseseeeeeeeenen 122
R14-2-401.  DEfiMItONS ...ooooeerrreecesroernsseresicnnesieennn 86 g}jj:ggg' éfp;;izzﬂgz ST, cOmanllzf
R14-2-402. Certificates of Convenience and Necessity for ’ g y & P
Water Utilitics: Extensions of Cerfificates of . 122
tes, Lxiension rhicates ol R14-2-804. Commission Review of Transactions Between
Convenience and Necessity for Water Utilities; . e .
. Public Utilities and Affiliates ..........cccccceveenee. 123
Abandonment, Sale, Lease, Transfer, or Disposal . . . : .
o . ; R14-2-805.  Annual Filing Requirements of Diversification
of a Water Utility; Discontinuance or o
Abandonment of Water Utilit Service RI4-2:806 Waiver fom the Povisons of i Arile 125
R14-2-403. Establishment of service ...........cocccceeveeuennee ’ atver iro ¢ Frovisions ot this CC e
R14-2-404. Minimum customer information requirements .. 91 ARTICLE 9. CUSTOMER-OWNED PAY TELEPHONES
R14-2-405. Service connections and establishments ............ 92 Section
R14-2-406.  Main extension agreements ...........c.ccoveesecve 92 RI42:901.  DEfIMiiOns oo 123
R14-2-407. Provision of Service .......cccceeveeveeieeierienieniennenes L . ;
. R14-2-902. Application for Certificate of Convenience and
R14-2-408. Meter reading .................. .
R14-2-409 Billing and collection NECESSILY .enveviriiriieiieiieieieieeceseeree e 124
’ 2. . R14-2-903. Grant of Certificate of Convenience and Necessity
R14-2-410. Termination of service 125
R14-2-411. Administrative and Hearing Requirements ....... 97 R14-2-904. Application for Adjudication not a Public Service
ARTICLE 5. TELEPHONE UTILITIES COIPOTAtION .evevieiveeenirieiencereiee e 125
Section R14-2-905. Generic (Streamlined) COPT Tariff ................. 125
. R14-2-906. Special (Non-Streamlined) COPT Tariff .......... 125
R14-2-501. Definitions ......ccoveeveeevenirinceerceeeeeene 98 . .
. : : R14-2-907. Reporting Requirements and Safety Standards 126
R14-2-502. Certificate of Convenience and Necessity for O
e - . R14-2-908. VIOLatioNS ...co.eeueevieieieierieriereeesese e 126
telephone utilities; additions/extensions; L ) e
R14-2-909. Variations or Exemptions from the Commission’s
abandonments .........coceceveererirenineneineceeees 98 Rul 126
R14-2-503. Establishment of service " 99 ULES et
R14-2-504. Minimum customer information requirements 100 ARTICLE 10. ALTERNATIVE OPERATOR SERVICES
R14-2-505. Service connections and establishments .......... 100 Article 10, consisting of Sections R14-2-1001 through R14-2-
R14-2-506. Construction Agreements .
. . 1014, adopted effective November 2, 1993, pursuant to an exemp-
R14-2-507. Provision of Service ............ tion from th I lemalki determined by the Ari
R14-2-508. Billing and collection ion from the regular rulemaking process as determined by the Ari-

Page 2

September 30, 2018



Title 14

Arizona Administrative Code

14AAC.2

CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

zona Corporation Commission (Supp. 93-4).

Editor’s Note: The following Article was amended by emer-
gency rulmaking effective March 29, 2017, for 180 days (Supp.

Section
R14-2-1001.  DEfinitions ........cooovvvveerrrrrrvricenneniisieseenins 16 17D
R14-2-1002.  Application for Certificate of Convenience and ARTICLE 12. ARIZONA UNIVERSAL SERVICE FUND
NECESSILY -evnveneeveienineeiieiereeie ettt 127 . L .
; . . Article 12, consisting of Sections R14-2-1201 through R14-2-
R14-2-1003.  Grant of Certificate of Convenience and Necessllg}é 1217, adopted effective April 26, 1996, pursuant to an exemption
R14-2-1004.  Rates, Operator Service Charges, and Surcharges Jz:om the ;fegular ru{emakmg process as determined by the Arizona
.......................................................................... 128 orporation Commission (Supp. 96-2).
R14-2-1005.  End-user Notification and Choice Requirements Section
.......................................................................... R14-2-1201.  Renumbered
R14-2-1006.  Public Safety Requirements ... R14-2-1202.  Renumbered ...
R14-2-1007.  Billing and Collection ................ R14-2-1203.  Renumbered ...
R14-2-1008.  Call Splashing Requirements . R14-2-1204. Renumbered ...
R14-2-1009.  Complaint Processing .........cccceeverververrererennens R14-2-1205. Renumbered
R14-2-1010.  Quality of Service .......ceceevervvereeieienienenenenens R14-2-1206. Renumbered
R14-2-1011.  Reports .......cc...... R14-2-1207. Renumbered ...
R14-2-1012.  VI0lations .....c.coceveruerieuerieinieiiinieeneeneeennene R14-2-1208.  Renumbered
R14-2-1013.  IntraLATA Long-distance Service is Prohibited R14-2-1209.  Renumbered
.......................................................................... 130 R14-2-1210.  Renumbered ...
R14-2-1014.  Variations or Exemptions from the Commission’s R14-2-1211.  Renumbered ....
RUIES ..o 130 R14-2-1212.  Renumbered ...
ARTICLE 11. COMPETITIVE TELECOMMUNICATIONS ~ R14-2-1213. Renumbered....
SERVICES R14-2-1214.  Renumbered ...
R14-2-1215.  Renumbered
Article 11, consisting of Sections R14-2-1101 through R14-2- R14-2-1216. Renumbered
1115, adopted effective June 27, 1995, pursuant to an exemption R14-2-1217.  Renumbered
from the ;fegular ru{emaklng process as determined by the Arizona PART A. HIGH COST FUND
Corporation Commission (Supp. 95-2).
Section Section
. R14-2-A1201. Definitions .......cccceceeeerienienienienenenieeeeiceeeeenn 138
R14-2-1101. Apphggﬂon Of Rules ....oooveviiiiriiiiiieieieneee 130 R14-2-A1202. Calculation of AUSF SUPpOTt oooorroororro 139
R14-2-1102.  Definitions .......ccceoveeerererenieerieinieneinceeniene 130
R14-2-1103 Certificates of Convenience and Necessity R14-2-A1203. Request for AUSF Support ........cccecevveeerenenenee 139
’ Required 131 R14-2-A1204. Funding of the AUSF .....cccoooiiiiiiiiiieeee. 139
R14-2-1104.  Expanded Certificates of Convenience and g}i—%-IZgOS. ICalclulatlon qf Surcharges ......c..cocevcevevenenenneee ij(l)
Necessity for Telecommunications Companies -2-A1206. Imp CMENALON .o
. . X o . R14-2-A1207. Calculation of Monthly Payments and the
with Existing Certificates; Initial Tariffs ......... 131 . .
R14-2-1105 Certificates of Convenience and Necessity for Associated Collectaons ..................................... 141
’ Telecommunications Companics Offerin R14-2-A1208. Monthly AUSF Disbursements ..............c.e.c.... 142
o Lo P . & R14-2-A1209. Procedures for Handling AUSF Rate Changes 142
Competitive Services; Initial Tariff ................. 132 e
. : . R14-2-A1210. Statement of Participation of All
R14-2-1106.  Grant of Certificate of Convenience and Necessity SO . . .
132 Telecommunications Service Providers in the
"""" T AUSF oottt 142
R14-2-1107.  Application to Discontinue or Abandon Local R14-2-A1211. Duties and Responsibilities of the AUSF
Exchange or Interexchange Services ............... 132 .
R14-2-1108 Determinati facC it AdmInistrator .........coeeevvereineneeenececeeeene 142
e s Soe 133 RI42-A1212. Interim AAminiStrator wco...ooovsvovrcrrrn 142
R14-2-1109.  Pricing of Competitive Telecommun1cat10ns R14-2-A1213. Guidelines for Auditing the AUSF ................... 142
’ Services 133 R14-2-A1214. Enforcement of Collection of Delinquent AUSF
e e J AMOUNLS .ottt
R14-2-1110.  Competitive Telecommunications Services -- R14-2-A1215. AUSF Annual Report ..
Procedures for Rate Change ...........ccocvevvennennee 134 .
. R14-2-A1216. Review Process ........ccocevvivinenencncncnenennnn
R14-2-1111.  Requirement for IntraL ATA Equal Access ...... 134 RI14-2-A1217. Supersession of Existing USF Mechanism 143
R14-2-1112.  Interconnection Requirements ..........c.cccceeueuene 134 ’ p g Lk Mechanism ...
R14-2-1113.  Establishment of Universal Service Fund ....... 134 PART B. ARIZONA UNIVERSAL SERVICE SUPPORT FOR
R14-2-1114.  Service Quality Requirements for the Provision of SCHOOLS AND LIBRARIES
Competitive SETVICES .....ccevververierierenerenieneene 134 .
R14-2-1115.  Administrative Requirements ............c.coeceen. 136 Section
R14-2-B1218. PUIPOSE ...eereveeiiriieiieieeieeiesieeseesieeiee e 143
Editor’s Note: The following Article had rules made, R14-2-B1219. Definitions ......c.cccevvevveverierierierieseseseeeeeeeennennas 144
amended and renumbered by final rulemaking before the expira- R14-2-B1220. Availability of State Matching Funds for Special
tion of the emergency as noted in Supp. 17-1. The rules have an Construction Projects to Deploy Broadband ....145
immediate effective date of September 20, 2017. Section numbers ~ R14-2-B1221. Procedures for Requesting State Matching Funds
in some rules were updated to reflect the renumbering scheme in =~ e 145
Part A (Supp. 17-3). R14-2-B1222. Administrator Responsibilities; Contributions to
and Disbursements from the AUSF ................. 145
September 30, 2018 Supp. 18-3 Page 3
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R14-2-B1223. Discontinuation of E-rate Broadband Special
Construction Project Matching Fund Program 146

ARTICLE 13. TELECOMMUNICATIONS
INTERCONNECTION AND UNBUNDLING

Article 13, consisting of Sections R14-2-1301 through R14-2-
1311, adopted effective September 6, 1996, pursuant to an exemp-
tion from the regular rulemaking process as determined by the Ari-
zona Corporation Commission (Supp. 96-3).

R14-2-1504. Mediation ......cccceeeeeeieieieieieeeeeceie e
R14-2-1505.  ArDitration ........cccceoeeeriieneeneieeeeseeceeene
R14-2-1506.  Filing and Service of Request for Approval of
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PREFACE

Under Arizona law, the Department of State, Office of the Secretary of State (Office), accepts state agency rule filings and is the publisher
of Arizona rules. The Office of the Secretary of State does not interpret or enforce rules in the Administrative Code. Questions about rules
should be directed to the state agency responsible for the promulgation of the rule.

Scott Cancelosi, Director
ADMINISTRATIVE RULES DIVISION

RULES

The definition for a rule is provided for under A.R.S. § 41-1001.
“‘Rule’ means an agency statement of general applicability that
implements, interprets, or prescribes law or policy, or describes
the procedures or practice requirements of an agency.”

THE ADMINISTRATIVE CODE

The Arizona Administrative Code is where the official rules of the
state of Arizona are published. The Code is the official codifica-
tion of rules that govern state agencies, boards, and commissions.

The Code is separated by subject into titles. Titles are divided into
chapters. A chapter includes state agency rules. Rules in chapters
are divided into Articles, then Sections. The “R” stands for “rule”
with a sequential numbering and lettering outline separated into
subsections.

Rules are codified quarterly in the Code. Supplement release
dates are printed on the footers of each chapter.

First Quarter: January 1 - March 31

Second Quarter: April 1 - June 30

Third Quarter: July 1 - September 30

Fourth Quarter: October 1 - December 31

For example, the first supplement for the first quarter of 2018 is
cited as Supp. 18-1.

Please note: The Office publishes by chapter, not by individual
rule section. Therefore there might be only a few sections codi-
fied in each chapter released in a supplement. Historical notes at
the end of a section provide an effective date and information
when a rule was last updated.

AUTHENTICATION OF PDF CODE CHAPTERS

The Office began to authenticate chapters of the Administrative
Code in Supp. 18-1 to comply with A.R.S. § 41-1012(B) and
A.R.S. § 5302(1), (2)(d) through (e), and (3)(d) through (e).

A certification verifies the authenticity of each Code chapter
posted as it is released by the Office of the Secretary of State. The
authenticated pdf of the Code includes an integrity mark with a
certificate ID. Users should check the validity of the signature,
especially if the pdf has been downloaded. If the digital signature
is invalid it means the document’s content has been compro-
mised.

HOW TO USE THE CODE

Rules may be in effect before a supplement is released by the
Office. Therefore, the user should refer to issues of the Arizona
Administrative Register for recent updates to rule Sections.

ARIZONA REVISED STATUTE REFERENCES

The Arizona Revised Statutes (A.R.S.) are available online at the
Legislature’s website, www.azleg.gov. An agency’s authority

i

note to make rules is often included at the beginning of a chapter.
Other Arizona statutes may be referenced in rule under the A.R.S.
acronym.

SESSION LAW REFERENCES

Arizona Session Law references in a chapter can be found at the
Secretary of State’s website, under Services-> Legislative Fil-
ings.

EXEMPTIONS FROM THE APA

It is not uncommon for an agency to be exempt from the steps
outlined in the rulemaking process as specified in the Arizona
Administrative Procedures Act, also known as the APA (Arizona
Revised Statutes, Title 41, Chapter 6, Articles 1 through 10).
Other agencies may be given an exemption to certain provisions
of the Act.

An agency’s exemption is written in law by the Arizona State
Legislature or under a referendum or initiative passed into law by
Arizona voters.

When an agency files an exempt rulemaking package with our
Office it specifies the law exemption in what is called the pre-
amble of rulemaking. The preamble is published in the Register
online at www.azsos.gov/rules, click on the Administrative Reg-
ister link.

Editor’s notes at the beginning of a chapter provide information
about rulemaking sections made by exempt rulemaking. Exempt
rulemaking notes are also included in the historical note at the end
of a rulemaking Section.

The Office makes a distinction to certain exemptions because
some rules are made without receiving input from stakeholders or
the public. Other exemptions may require an agency to propose
exempt rules at a public hearing.

EXEMPTIONS AND PAPER COLOR

At one time the office published exempt rules on either blue or
green paper. Blue meant the authority of the exemption was given
by the Legislature; green meant the authority was determined by a
court order. In 2001 the Office discontinued publishing rules
using these paper colors.

PERSONAL USE/COMMERCIAL USE

This chapter is posted as a public courtesy online, and is for
private use only. Those who wish to use the contents for resale or
profit should contact the Office about Commercial Use fees. For
information on commercial use fees review A.R.S. § 39-121.03
and 1 A.A.C. 1, R1-1-113.

Rhonda Paschal, managing rules editor, assisted with the editing
of this chapter.
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R14-2-101.
A.

R14-2-102.
A.

CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

ARTICLE 1. GENERAL PROVISIONS

Accident reports

Where not otherwise specifically prescribed by rule with
respect to particular classes of public service corporations, all
public service corporations shall report in writing by the end of
the next working day to the Commission all accidents in which
such public service corporations are involved, which result in
death, personal injury to any person necessitating off-site med-
ical attention, or property damage exceeding $5,000.00. For
purposes of this rule, off-site medical attention includes any
medical treatment provided by medical professionals which
requires transportation of the patient by ambulance, or treat-
ment of the patient in an emergency room, or in-patient hospi-
talization. For those accidents in which it is not readily
determinable if the property damage exceeds $5,000.00, the
public service corporation will have an additional two working
days in which to submit its report. Any associated personal
injuries requiring off-site medical attention would still have to
be reported within the initial business day.

This report shall state, as accurately as possible, the dollar
amount of the damage. If this amount is not known immedi-
ately, or if investigation discloses a 15% or greater variation
from the amount in this report, a follow-up report shall be sub-
mitted.

If such accidents result in death or injury likely to result in
death, a report shall also be made within 24 hours by telegraph
or telephone stating the essential facts.

Historical Note
Former Section R14-2-101 repealed, former Section R14-
2-103 renumbered as Section R14-2-101 without change
effective March 2, 1982 (Supp. 82-2). Amended effective
February 3, 1989 (Supp. 89-1).

Treatment of depreciation

The following definitions shall apply in this Section unless the

context otherwise requires:

1.  “Accumulated depreciation” means the summation of the
annual provision for depreciation from the time that the
asset is first devoted to public service.

2. “Cost of removal” means the cost of demolishing, dis-
mantling, removing, tearing down, or abandoning of
physical assets, including the cost of transportation and
handling incidental thereto.

3. “Depreciation” means an accounting process which will
permit the recovery of the original cost of an asset less its
net salvage over the service life.

4. “Depreciation rate” means the percentage rate applied to
the original cost of an asset to yield the annual provision
for depreciation.

5. “Net salvage” means the salvage value of property retired
less the cost of removal.

6. “Original cost” means the cost of property at the time it
was first devoted to public service.

7. “Property retired” means assets which have been
removed, sold, abandoned, destroyed, or which for any
cause have been withdrawn from service and books of
account.

8. “Salvage value” means the amount received for assets
retired, less any expenses incurred in selling or preparing
the assets for sale; or if retained, the amount at which the
material recoverable is chargeable to materials and sup-
plies, or other appropriate accounts.

9. “Service life” means the period between the date an asset
is first devoted to public service and the date of its retire-
ment from service.

B. All public service corporations shall maintain adequate
accounts and records related to depreciation practices, subject
to the following:

1. Annual depreciation accruals shall be recorded.

2. A separate reserve for each account or functional account
shall be maintained.

3. The cost of depreciable plant adjusted for net salvage
shall be distributed in a rational and systemic manner
over the estimated service life of such plant.

4. Public service corporations having less than $250,000 in
annual revenue shall not be required to maintain depreci-
ation records by separate accounts but shall make annual
composite accruals to accumulated depreciation for total
depreciable plant.

C. Requests for depreciation rate changes and methods for esti-
mating depreciation rates shall be as follows:

1. Ifapublic service corporation seeks a change in its depre-
ciation rates, it shall submit a request for such as part of a
rate application in accordance with the requirements of
R14-2-103.

2. A public service corporation may propose any reasonable
method for estimating service lives, salvage values, and
cost of removal. The method shall be fully described in a
request to change depreciation rates.

3. Data and analyses supporting the change shall be submit-
ted, including engineering data and assessment of the
impact and appropriateness of the change for ratemaking
purposes.

4. Changed depreciation rates shall not become effective
until the Commission authorizes such changes.

D. Upon the motion of any party or upon its own motion, the
Commission may determine that good cause exists for grant-
ing a waiver from one or more of the requirements of this Sec-
tion.

Historical Note

Former Section R14-2-102 repealed, former Section R14-

2-127 renumbered as Section R14-2-102 without change

effective March 2, 1982 (Supp. 82-2). Forward to the rule

corrected as filed April 13, 1973 (Supp. 89-1). Section

R14-2-102 repealed, new Section adopted effective April

9, 1992 (Supp. 92-2).
R14-2-103.  Defining Filing Requirements in Support of a

Request by a Public Service Corporation Doing Business in Ari-
zona for a Determination of the Value of Property of the Corpo-
ration and of the Rate of Return Thereon, or in Support of
Proposed Increased Rates or Charges

A. Purpose and definitions

1. Purpose: The purpose of this General Order is to define
the specific financial and statistical information required
to be filed with a request by a public service corporation
doing business in Arizona for a determination of the
value of the property of the corporation and of the rate of
return to be earned thereon, with regard to proposed
increased rates or charges. This General Order does not
apply to the implementation of previously approved
adjustment or escalation clauses.

2. Applicability of rules: These rules shall apply to all elec-
tric, gas, telephone, telegraph, water and private fire pro-
tection public service corporations under the jurisdiction
of the Commission. These rules are applicable both to all
filings made after the effective date of this General Order
and to any rate proceeding pending on the effective date
of this General Order in which the Commission has
issued no final decision. These rules are not intended to
prohibit utilities from filing additional schedules, exhibits
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and other documents in which the Commission has issued h.  “Original cost rate base” -- An amount consisting of
no final decision. These rules are not intended to prohibit the depreciated original cost, prudently invested, of
utilities from filing additional schedules, exhibits and the property (exclusive of contributions and/or
other documents which may be material to the rate pro- advances in aid of construction) at the end of the test
ceeding, nor are they intended to prohibit the Commis- year, used or useful, plus a proper allowance for
sion from considering such schedules, exhibits or other working capital and including all applicable pro
documents in making its determination. In pending pro- forma adjustments.

ceedings, to the extent that the information required by i.  “Pro forma adjustments” -- Adjustments to actual

this General Order is not included in the public service test year results and balances to obtain a normal or

corporation’s exhibits or is not otherwise in the record, more realistic relationship between revenues,
such information shall be supplied as soon as possible expenses and rate base.

unless a waiver is requested and granted pursuant to sub- j. “Projected year” -- The year immediately following

section (B)(5). the test year.

3. Definitions: Terminology used in this General Order is k. “Projections” -- Estimate of future results of opera-
defined as follows: tions based upon known facts or logical assumptions
a.  “Accounting method” -- the accounting method pre- concerning future events.

scribed or recognized by the Commission. l.  “Prudently invested” -- Investments which under

b. “Commission” -- The Arizona Corporation Com- ordinary circumstances would be deemed reasonable
mission. and not dishonest or obviously wasteful. All invest-

c.  “Cost of service” -- The total cost of providing ser- ments shall be presumed to have been prudently
vice to a defined segment of customers, as deter- made, and such presumptions may be set aside only
mined by the application of logical and generally by clear and convincing evidence that such invest-
accepted cost analysis and allocation techniques. ments were imprudent, when viewed in the light of

d. “Department” -- A responsibility center within a all relevant conditions known or which in the exer-
combination utility where revenues and costs are cise of reasonable judgment should have been
accumulated by commodity or service rendered. known, at the time such investments were made.

e. “Depreciated original cost” -- The cost of property m. “Rate schedule” -- A schedule of rates and condi-
to the person first devoting it to public service, less tions for a specific classification of customer or for
the depreciation reserve, which shall include other specific services.
accrued depreciation and amortization calculated in n. “Reconstructed Cost New (RCND) Rate Base” -- An
accordance with General Order R14-2-102. Depreci- amount consisting of the depreciated reconstruction
ated original cost shall not include any goodwill or cost new of the property (exclusive of contributions
going concern value, nor shall it include certificate and/or advances in aid of construction) at the end of
value in excess of payment made or costs incurred in the test year, used and useful, plus a proper allow-
the initial acquisition thereof. ance for working capital and including all applicable

f.  “Exhibit” -- One or more schedules which support a pro forma adjustments. Contributions and advances
rate filing or testimony in a rate proceeding. in aid of construction, if recorded in the accounts of

g.  “Filing” -- An application and required schedules, the public service corporation, shall be increased to
exhibits or other documents filed by a public service a reconstruction new basis.
corporation to initiate any rate proceeding under this o. “Staff’ -- The staff of the Commission or its desig-
Section. For all Class A and B utilities and for Class nated representatives.

C electric and gas utilities, the filing shall include p. “Test year” -- The one-year historical period used in
direct testimony in support of the application. For determining rate base, operating income and rate of
Class C water, sewer, and telephone utilities and for return. The end of the test year shall be the most
all Class D and E utilities, the filing shall include a recent practical date available prior to the filing.
written description of the components of the applica- q. “Utilities” -- For purposes of the Section, utilities
tion. Nothing in this Section shall be construed to are electric, gas, telephone, water, sewer or any
prohibit a public service corporation, prior to mak- other that may be supplying service and/or commod-
ing a filing, from giving the Commission informal ities which in the future may be adjudged a public
pre-filing notice of its intent to make a filing. Such service corporation and under the jurisdiction of this
pre-filing notice would permit the Commission, on a Commission, are classified as follows:
tentative basis, to assign a hearing date and would
permit agreement on an appropriate test year.
Annual Operating Revenue
Class A B C D E
Electric & Gas Exceeding 3,000,000 to 1,000,000 to 250,000 to Less than
10,000,000 10,000,000 2,999,999 999,999 250,000
Water & Sewer Exceeding 3,000,000 to 1,000,000 to 250,000 to Less than
10,000,000 10,000,000 2,999,999 999,999 250,000
Telephone Exceeding 3,000,000 to 1,000,000 to 250,000 to Less than
10,000,000 10,000,000 2,999,999 999,999 250,000
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Annual operating revenues are those gross utility
operating revenues derived from jurisdictional oper-
ations, including the requested rate relief. A combi-
nation utility is a utility which provides more than
one of the commodities or services enumerated in
this subsection. For combination utilities, the annual
operating revenue, including the requested rate
relief, for the specific subsidiary, department, or
operating division requesting the rate change shall
be used for classification purposes.

r.  “Working capital” -- A proper allowance for cash,
materials and supplies and prepayments.

Filing requirements:

Information required from Class A, B, C and D Utilities:
The information required to be prepared and submitted by
Class A, B, C and D Utilities in conjunction with a filing
is presented below. Corresponding schedule formats are
contained in the Appendix of this General Order and

denoted. These formats are not applicable to Class E util-
ities. The Appendix schedule formats A-1 through A-5
are a part of this General Order, and the Applicant’s
schedules should conform to these formats. All other
Appendix schedule formats and descriptions are illustra-
tive and the applicant’s specific formats may vary from
that suggested in the Appendix. The substantive informa-
tion requested, both on the Appendix schedule and in the
body of this General Order, however, must be contained
on the applicant’s schedules together with the titles and
schedule numbers provided in the Appendix. Specific
information items requested on the Appendix schedules
may be omitted without formal waiver, from the filing
where it is evident that said items are not applicable to the
applicant’s business. The instructions and notes contained
on the Appendix schedules shall be followed where appli-
cable. Reconstruction Cost New Depreciated information
not filed by the applicant shall be deemed waived.

. Filin Appendix Schedule
Information Require(gl by p[;{eference(s)
A.  Summary Information:
1. A summary of the increase in revenue requirements and the spread of the revenue increase All classes A-1
by customer classification.
2. A summary of the results of operations for the test year and for the test year and the 2 fis- All classes A-2
cal years ended prior to the end of the test year, compared with the projected year.
3 A summary of the capital structure for the test year and the 2 fiscal years ended prior to the Classes A & B A-3
end of the test year, compared with the projected year.
4.  Construction expenditures and gross utility plant in service for the test year and the 2 fis- All classes A-4
cal years ended prior to the end of the test year, compared with the projected year.
5. A summary of changes in financial position for the test year and the 2 fiscal years ended Classes A & B A-5
prior to the end of the test year, compared with the projected year.
B. Rate Base Information:
1. A schedule showing the elements of original cost and RCND rate bases. All classes B-1
2. A schedule listing pro forma adjustments to gross plant in service and accumulated depre- All classes B-2
ciation for the original cost rate base.
3. A schedule showing pro forma adjustments to gross plant in service and accumulated All classes B-3
depreciation for the RCND rate base.
4. A schedule demonstrating the determination of reproduction cost new less depreciation at All classes B-4
the end of the test period.
5. A schedule showing the computation of working capital allowance. All classes B-5
C.  Test Year Income Statements:
1. A test year income statement, with pro form adjustments. All classes C-1
2. A schedule showing the detail of all pro forma adjustments. All classes C-2
3. A schedule showing the incremental taxes and other expenses on gross revenues and the All classes C-3
computation of an incremental gross revenue conversion factor.
D. Cost of Capital Information:
1. A schedule summarizing the elements in the capital structure at the end of the test year and All classes D-1
the projected year, their related costs and the computation of the total cost of capital.
2. A schedule showing the detail of long-term and short-term debt at the end of the test year Classes A & B D-2
and the projected year and their total cost.
3. A schedule showing the detail of preferred stock at the end of the test year and the pro- Classes A & B D-3
jected year, and their total cost.
4. A schedule summarizing conclusions of the required return on the common equity as of Classes A & B D-4
the end of the test year and the projected year.
E. Financial Statements and Statistical Data:
1. Comparative balance sheets for the end of the test year and the 2 fiscal years ended prior All classes E-1
to the end of the test year.
2. Comparative income statements for the test year and the 2 fiscal years ended prior to the All classes E-2
end of the test year.
3. Comparative statements of changes in financial position for the test year and the 2 fiscal Classes A & B E-3
years ended prior to the end of the test year.
4. Statements of changes in stockholder’s equity for the test year and the 2 fiscal years ended Classes A & B E-4
prior to the end of the test year.
5. A comparative schedule showing by detail account number, utility plant balances at the All classes E-5
end of the test year and the end of prior fiscal year.
6.  Comparative departmental statements of operating income for the test year and the 2 fiscal All classes of E-6
years ended prior to the end of the test year. combination utilities
September 30, 2018 Supp. 18-3 Page 9
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. Filin Appendix Schedule
Information Require(gl by p[;{eference(s)
7. Comparative operating statistics on customers, consumption, revenues, and expenses for All classes E-7
the test year and the 2 fiscal years ended prior to the end of the test year.
8. A comparative schedule of all significant taxes charged to operations for the test year and All classes E-8
the 2 fiscal years ended prior to the end of the test year. except Class D
9.  Audited financial statements, if available, for the test year and the 2 fiscal years ended All classes E-9
prior to the end of the test year. If the financial statements have not been audited, notes to
the financial statements should be provided to indicate accounting method, depreciation
lives and methods, income tax treatment and other important disclosures.
F.  Projections and Forecasts:
1. A projected income statement for the projected year compared with actual test year All classes F-1
results, at present rates and proposed rates.
2. Projected changes in financial position for the projected year compared with the test year, Classes A & B F-1
at present rates and proposed rates.
3. Projected annual construction requirements, by property classification, for 1 to 3 years Classes A & B F-3
subsequent to the test year, compared with the test year. 3 years
Classes C & D
1 year
4. Important assumptions used in preparing forecasts and projections. All classes F-4
G.  Cost of Service Information
A utility shall submit cost of service analyses and studies if all of the following conditions prevail:
1. The utility is in a segment of the utility industry that recognizes cost of service studies as important tools for rate design.
2. Costs incurred by the utility are likely to vary significantly from 1 defined segment of customers to another.
A historical accounting period other than the test year may be used for cost of service purposes provided that customer mix in the historical period used
is representative of the test year. When a cost of service analysis is required, the following information shall be submitted:
1. Schedule showing rates of return by customer classification at present and proposed rates. Classes A, Band C G-1
if applicable G-2
2. Schedules showing the approach used in allocating or assigning plant and expenses to Classes A, B and C G-3
classes of service and defined functions. if applicable G-4
G-5
G-6
3. Schedules showing the development of all allocation factors used in the all allocation fac- Classes A, B and C G-7
tors used in the cost of service study. if applicable
H. Effect of Proposed Rate Schedules:
1. A comparison of revenues by customer classification or other classification of revenues All classes H-1
for the test year, at present and proposed rates.
2. A comparison of revenues by class of service and by rate schedule for the test year, at Classes A & B H-2
present and proposed rates.
3. A comparison of present and proposed rate schedules or representative rate schedules. Class A H-3
representative schedules;
Classes B, C and D -
all schedules
4. Typical bill analysis All classes H-4
5. Bill count All classes H-5
2. Information required from Class E Utilities: The informa- Separation of nonjurisdictional properties, revenues and
tion required to be prepared and submitted by a Class E expenses associated with the rendition of utility service
Utility in support of a filing is as follows: not subject to the jurisdiction of the Commission must be
a. A statement of income for the test year similar in identified and properly separated in a recognized manner
format to Schedule C-1 or E-2. when appropriate. In addition, all nonutility properties,
b. A balance sheet as of the end of the test year similar revenues and expenses shall likewise be segregated. If
in format to Schedule E-1. nonutility operations are significant, appropriate alloca-
c.  Utility plant account balances at the end of the test tions of capital should be made.
year similar in format to Schedule E-5. Additional information: The Commission may request
d.  An estimate of new investment in utility plant to be that supplementary information in addition to that specif-
added in the projected year. ically required in subsection (B)(1) and (2) of this Gen-
e. A schedule of current rates and proposed rates and eral Order be submitted by a utility either prior to or after
the additional revenues to be derived from the pro- a filing.
posed rates. Waiver of requirements: Either prior to the filing or
The appendix schedules shall be used as guides in pre- within 15 days from the date thereof, the Commission,
senting the information specified in this subsection. after determining the existence of reasonable cause, by
3. A cooperative, as defined in R14-2-107, may initiate a order may waive compliance with any or all of the

requirements of this General Order. Such Waiver will be
granted only upon written petition to the Commission. In
said petition, the utility must demonstrate that the
requirements sought to be waived are either not applica-
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ble to the rate matter which is the subject of the filing or
that compliance therewith would place an undue burden
on the utility.
Notice of sufficiency of a utility’s filing: The staff will
review each filing to ascertain whether it is in compliance
with the provisions of this Section, including the instruc-
tions contained in subsection (B)(9) or in forms pre-
scribed by the Commission. Within 30 days after receipt
of the utility’s filing, the staff shall file with Docket Con-
trol and serve on the utility a notice that the filing either is
in compliance with the Commission’s requirements or is
deficient. A notice of deficiency must include an explana-
tion of the defect found. If the staff fails to file any notice
within the 30-day period, the utility’s filing shall be
deemed accepted as of the 31st day.

Production of out-of-state books and records: A utility

shall produce or deliver in this state all or any of its for-

mal accounting records and related documents requested
by the Commission. It may, at its option, provide verified
copies of original records and documents.

General filing instructions: In preparing the information

specified in subsection (B)(1) and (2) of this General

Order, the following instructions are applicable:

a.  All schedules shall be mathematically correct and
properly cross-referenced. The applicant shall ascer-
tain that adequate detail has been provided to
explain and support all significant items and
amounts.

b. Amounts may be rounded, where appropriate, to the
nearest thousand dollars for Class A utilities, to the
nearest hundred dollars for Class B and C utilities
and to the nearest dollar for Class D and E utilities.

c. Except for Class E utilities, all schedules shall be
numbered as provided in the Appendix. Schedules
prepared by all classes of utilities shall contain a
date -- generally the preparation date or the filing
date.

d. Headings on schedules shall clearly indicate the
nature and intent of the schedule and the dates or
time periods covered.

At the date of filing, a minimum of 10 complete sets of

the applicant’s schedules and exhibits shall be provided to

the Commission.

Staff assistance in preparing a filing: The staff will, con-

sistent with other workload requirements, be available to

provide assistance to an applicant in preparing a filing.

Timing of Commission action on a filing:

a. For all Class A and B utilities and for Class C elec-
tric and gas utilities, the Hearing Officer shall issue
a procedural schedule in the rate case within 30 days
from the date that a filing is accepted pursuant to
subsection (B)(7).

b. Unless otherwise ordered by the Commission, the

staff shall file its Staff Report and/or testimony
within the following number of days from the date
that a filing is accepted pursuant to subsection
B)(7):
i.  For Class A utilities, within 180 days.
ii.  For Class B utilities, within 180 days.
iii. For Class C utilities, within 135 days.
iv. For Class D utilities, within 75 days.

v.  For Class E utilities, within 60 days.

For all Class A utilities, the Hearing Officer shall

issue a recommended order in the rate case at least

20 days prior to the last regularly scheduled open

meeting in the time period calculated pursuant to

subsection (B)(11)(d). For all other utilities, the

Hearing Officer shall issue a recommended order at

least 10 days prior to the last regularly scheduled

open meeting in the time period calculated pursuant

to subsection (B)(11)(d).

The Commission shall issue a final order that dis-

poses of all issues involved in all parts or phases of

the proceeding within the following number of days
from the date that a filing is accepted pursuant to

subsection (B)(7):

i.  For Class A utilities, within 360 days.

ii.  For Class B utilities, within 360 days.

iii. For Class C utilities, within 270 days.

iv. For Class D utilities, within 180 days.

v.  For Class E utilities, within 120 days.

Upon motion of any party to the matter or on its own

motion, the Commission or the Hearing Officer may

determine that the time periods prescribed by sub-
section (B)(11)(d) should be extended or begin again
due to:

i.  Any amendment to a filing which changes the
amount sought by the utility or substantially
alters the facts used as a basis for the requested
change in rates or charges; or

ii.  An extraordinary event, not otherwise provided
for by this subsection.

If a hearing is conducted to evaluate a filing, the

time periods prescribed by subsection (B)(11)(a)

shall be extended three days for each one day of

actual hearing on the merits of the filing.

The time periods prescribed by subsection

(B)(11)(a) shall not be applicable to any filing sub-

mitted by a utility which has more than one rate

application before the Commission at the same time.

In the event no final order has been issued within the

time periods specified in this subsection, the utility

may request any time thereafter that the Commission
schedule a hearing to consider putting new rates or
charges into effect, on an interim basis subject to
refund, for all consumption thereafter. To put such
rates or charges into effect, the utility would be
required to file a bond to be approved by the Com-
mission payable to the state of Arizona in such
amount and with sufficient security to insure prompt
payment of any refunds to the persons entitled
thereto, including an interest rate as determined by
the Commission not to exceed the maximum interest
otherwise allowable by law, if the rates or charges so
put into effect are finally determined by the Com-
mission to be excessive. The utility may substitute
for the bond other arrangements satisfactory to the

Commission for the protection of the parties

involved. The Commission shall issue a final order

on a request for interim rates within 60 days plus the
number of interim hearing days from the filing date
of the request.
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Schedule No.

A. Summary Schedules

A-1
A-2
A-3
A-4
A-5

B. Rate Base Schedules

B-1
B-2
B-3
B-4
B-5

C. Test Year Income Statements

C-1
C-2
C-3

D. Cost of Capital
D-1
D-2
D-3
D-4

CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES
Appendix.  Index of Schedules

ARIZONA CORPORATION COMMISSION

REGULATION R14-2-103

RATE APPLICATION FILING REQUIREMENTS

APPENDIX

ARIZONA CORPORATION COMMISSION

REGULATION R14-2-103
APPENDIX
INDEX OF SCHEDULES

Title

Computation of Increase in Gross Revenue Requirements
Summary Results of Operations

Summary of Capital Structure

Construction Expenditures and Gross Utility Plant in Service

Summary Changes in Financial Position

Summary of Original Cost and RCND Rate Base Elements

Original Cost Rate Base Pro forma Adjustments
RCND Rate Base Pro forma Adjustments
RCND by Major Plant Accounts

Computation of Working Capital

Adjusted Test Year Income Statement
Income Statement Pro forma Adjustments

Computation of Gross Revenue Conversion Factor

Summary Cost of Capital

Cost of Long Term and Short Term Debt
Cost of Preferred Stock

Cost of Common Equity

E. Financial Statements and Statistical Schedules

Filing Required By

All classes
All classes
Classes A & B
All classes
Classes A & B

All classes
All classes
All classes
All classes

All classes

All classes
All classes

All classes

All classes

Classes A & B
Classes A & B
Classes A & B

E-1 Comparative Balance Sheets All classes
E-2 Comparative Income Statements All classes
E-3 Comparative Statement of Changes in Financial Position Classes A & B
E-4 Statement of Changes in Stockholders’ Equity Classes A & B
E-5 Detail of Utility Plant Classes A & B
E-6 Comparative Departmental Operating Income Statements All classes of
combination utilities
E-7 Operating Statistics All classes
E-8 Taxes Charged to Operations Classes, A, B& C
E-9 Notes to Financial Statements All classes
Page 12 Supp. 18-3 September 30, 2018
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Appendix.

Schedule No.

F. Projections and Forecasts
F-1
F-2
F-3

F-4

G. Cost of Service Analyses
G-1
G-2
G-3
G-4
G-5
G-6
G-7

CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Index of Schedules (Continued)
ARIZONA CORPORATION COMMISSION

REGULATION R14-2-103
APPENDIX

INDEX OF SCHEDULES
(Continued)

Title

Projected Income Statements - Present and Proposed Rates

Projected Charges in Financial Position - Present and Proposed Rates

Projected Construction Requirements

Assumptions Used in Developing Projections

Cost of Service Summary - Present Rates
Cost of Service Summary - Proposed Rates
Rate Base Allocation to Classes of Service
Expense Allocation to Classes of Service
Distribution of Rate Base by Function
Distribution of Expenses by Function

Development of Allocation Factors

H. Effect of Proposed Tariff Schedules

H-1

H-2

H-3

H-4
H-5

Summary of Revenues by Customer Classification - Present
and Proposed Rates

Analysis of Revenues by Detailed Class of Service - Present
and Proposed Rates Classes

Changes in Representative Rate Schedules

Typical Bill Analysis
Bill Count

Filing Required By

All classes
Classes A & B

Classes A & B - (3 years)
Classes C & D - (1 year)

All classes

Special requirement
Special requirement
Special requirement
Special requirement
Special requirement
Special requirement

Special requirement

All classes

Classes A & B

Class A, representative
schedules; Classes B, C,

& D all schedules
All classes

All classes

September 30, 2018
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Appendix A. Summary Schedules
Schedule A-1. Computation of Increase in Gross Revenue Requirements
ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103
APPENDIX A.
SUMMARY SCHEDULES
ARIZONA CORPORATION COMMISSION Schedule: A-1
REGULATION R14-2-103 Tifle: Computation of Increase in Gross
APPENDIX Revenue Requirements.
ILLUSTRATIVE SCHEDULE FORMAT
Required For:
Explanation: ] ] ] ] All Utilities [E] Special Reqmt. ]
Schedule showing computation of increase in Class A =3
gross revenue requirements and spread of revenue Class B (|
increase by customer classification. Class C' (]
Class D —
Original Cost RCND
1. Adjusted Rate Base $ {a) b (@)
2. Adjusted Operating Income $ (b $ {b)
3. Cuwrent Rate of Return % %
4. Required Operating Income $ $
5. Required Rate of Return %o %
6. Operating Income Deficiency (4 - 2) $
7. Gross Revenue Conversion Factor (c)
8. Increase in Gross Revenue Requirements (6 X 7) $
Customer Classification Projected Revenue Increase Due to Rates % Dollar Increase
Residential b %
(d)
S %

Note: For combination utilities, the above information should be presented in total and by department.

Supporting Schedules:
{a) B-1 {(¢)C-3

(by C-1 (d) H-1
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Schedule A-2. Summary Results of Operations
ARIZONA CORPORATION COMMISSION Schedule: A-2
REGULATION R14-2-103 Title: Summary Results of Operations
APPENDIX

ILLUSTRATIVE SCHEDULE FORMAT

Required For:
Explanation: Tig :
v Schedule showing comparative operating results for the g;gtilues Special Reqmt. [
test year and the 2 fiscal years ended prior to the end of the Class B 3
test year, compared with the projected year. Class C 1
Class D 3
Projected Year
Prior Years Test Year Present Proposed
YE  YE Actual Adjusted Rates Rates
Description (a) (a) (a) (b) {c) _(c)
1. Gross Revenues
2. Revenue Deductions &
Operating Expenses
3. Operating Income $ $ $ $ $ $
4. Other Income and Deductions
5. Interest Expense
6. Net Income $ $ $ $ $ $
7. Earned Per Average Common
Share*
8. Dividends Per Common Share*
9. Payout Ratio*
10. Return on Average Invested
Capital

11. Return on Year End Capital

12. Return on Average Common
Equity

13. Return on Year End Common
Equity

14. Times Bond Interest Eamned -
Before Income Taxes

15. Times Total Interest and
Preferred Dividends Earned -
After Income Taxes

Supporting Schedules: *Qptional for projected vear
(a) E-2
(& C-1
{¢) F-1
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Schedule A-3. Summary of Capital Structure
ARIZONA CORPORATION COMMISSION Schedule: A3
REGULATION R14-2-103 Title: Summary of Capital Structure
APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT
Required For:
Explanation: ] ] ] All Utilities []  Special Reqmt[—]
Schedule showing comparative capital structures for the last Class A
3 historical years, including the test year, and the projected Class B
yedr. Class C =3
Class D —
Prior Years Test Year Projected Year
Description At (a) At (a) At (a)At (c)
1. Short-Term Debt
2. Long-Term Debt
3. TOTAL DEBT$ $ $ b
4. Preferred Stock
5. Common Equity
6. Total Capital $ $ $ $
Capitalization Ratios:
7. Short-Term Debt
8. Long-Term Debt
9. TOTAL DEBT % % % %
10. Preferred Stock
11. Common Equity
100% 100% 100% 100%
12. Weighted Cost of Short-
Term Debt %o %o %o %o
13. Weighted Cost of long-
Term Debt % % % %
14. Weighted Cost of Semior
Capitol % % % %
Supporting Schedules:
(a) E-1
bty D-1
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Schedule A-4.

ARIZONA CORPORATION COMMISSION

REGULATION R14-2-103
APPENDIX

ILLUSTRATIVE SCHEDULE FORMAT

Construction Expenditures and Gross Utility Plant in Service

Schedule: A-4

Title: Construction Expenditures and Gross
Utility Plant in Service

Explanation:

Schedule showing construction expenditures, plant
placed in service and gross utility plant in service for the test
year and the 2 fiscal years ended prior to the end of the test

year, compared with the projected year.

Required For:
All Utilities [E1  Special Reqmt. ]
Class A —
Class B |
Class C —
Class D ]

Construction
Expenditures
Year {a)
1. 19 $ $
2. 19
3. Test Year

4. Projected Year
5. Projected *

6. Projected *

*  Required only for Class A and B Utilities

Net Plant Placed
In Service

b

Gross Utility
Plant In Service

$

NOTE: For combination utilities, above information should be presented in total and by department.

Supporting Schedules:
{a) F-3
( E-5
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Schedule A-5. Summary Changes In Financial Position

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103
APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule: A-3

Title: Summary Changes In Financial
Position

Required For:

Explanation: ] o . All Utilities []  Special Reqmt[—]
Schedule showing sources and application of funds in Class A
summary format. Class B
Class C |
Class D 3
Test Projected
Year Present Proposed
Prior Years (a) {a) Rates Rates
Description Y/E Y/E Y/E (b (b)
Sources of Funds:
1. Operations $ ¥ $ b b
2. Qutside Financing
3. Total Funds Provided $ ¥ $ b b
Application of Funds:
4. Construction Expenditures $ $ $ $ $
5.  Other
6. Total Funds Applied $ $ $ $ $
Supporting Schedules:
{a) E-3
by F-2
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Appendix B. Rate Base Schedules

Schedule B-1. Summary of Original Cost and RCND Base Elements

ARIZONA CORFPORATION COMMISSION
REGULATION R14-2-103

APPENDIX B
RATE BASE SCHEDULES
ARIZONA CORPORATION COMMISSION Schedule: B-1
REGULATION R14-2-103 Title: Summary of Original Cost and RCND
APPENDIX Base Elements
ILLUSTRATIVE SCHEDULE FORMAT
Required For:
Explanation: All Utilii Special Reqmt.
Schedule showing elements of adjusted original cost Class Al es ] Special Reqmt
and RCND rate bases. Class B [
Class C —
Class D —
Original Cost RCND
Rate Rate
Base* Base*
1. Gross Utility Plant in Service $ $
2. Less: Accumulated Depreciation
3. Net Utility Plant in Service $ (a) $ (b)
Less:
4. Customers’ Advances for Construction (c) (c)
5. Contributions in Aid of Construction (c) (c)
Add:
6.  Allowance for Working Capital {d) (d)
7. Total Rate Base $ (e) $ (e)
* Including pro forma adjustments
Note: For combination utilities, above information should be presented in total and by department.
Supporting Schedules: Recap Schedules:
(ay B-2 (M B-5 (e) A-l
by B-3
{¢) E-1
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14 A.AC. 2 Arizona Administrative Code Title 14
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Schedule B-2. Original Cost Rate Base Pro forma Adjustments

ARIZONA CORPORATION COMMISSION Schedule: B2
REGULATION R14-2-103 Tifle: Original Cost Rate Base Pro forma
ILLUSTRATIVE SCHEDULE FORMAT
Required For:
Explanation: ) ) All Utilities [ Special Reqmt.
Schedule showing pro forma adjustments to gross plant Class A (]
in service and accumulated depreciation for the original cost Class B —
rate base. (lass C 3
Class D 1
Actual Adjusted
at End of at End of
Test Year Pro forma Adjustments Test Year
{a) A B Z (b
1. Gross Utility Plant in Service $ $ $ $ $
2. Less: Accumulated Depreciation
3. Net Utility Plant in Service $ $ $ $ $

All pro forma adjustments should be adequately explained on this schedule or on attachments hereto.

Note: For combination utilities, above information should be presented in total and by department.

Supporting Schedules: Recap Schedules:
(a) E-1 (by B-1

Page 20 Supp. 18-3 September 30, 2018



Title 14 Arizona Administrative Code 14A.AC.2
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES
Schedule B-3. RCND Rate Base Pro forma Adjustments

ARIZONA CORPORATION COMMISSION Schedule: B-3
REGULATION R14-2-103 Title: RCND Rate Base Pro forma
APPENDIX Adjustments
ILLUSTRATIVE SCHEDULE FORMAT Adusinens
Required For:
Explanation: _ _ All Utilities [E1  Special Reqmt. ]
Schedule showing pro forma adjustments to gross plant Class A (|
in service and accumulated depreciation for the RCN rate Class B [
base. Class C 1
Class D 1
Actual Adjusted
at End of at End of
Test Year Pro forma Adjustments Test Year
(a) A B Z (b)
1.  Gross Utility Plant in Service $ $ $ $ $
2. Less: Accumulated Depreciation
3. Net Utility Plant in Service $ $ $ $ $

All pro forma adjustments should be adequately explained on this schedule or on attachments hereto.

Note: For combination utilities, above information should be presented in total and by department.

Supporting Schedules: Recap Schedules:
(ay B-4 (b B-1
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14 A.AC. 2 Arizona Administrative Code

Title 14

CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Schedule B-4. RCND by Major Plant Accounts

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103
APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule:
RCND by Major Plant Accounts

Title:

B-4

Required For:
Explanation: _ o _ All Utilites [Z]  Special Regmt.
Schedule showing the determination of Reproduction Class A (|
Cost New Less Depreciation at end of Test Period. Class B [
Class C 1
Class D 1
Plant Condition
Account Deseription RCN Percent RCND

Total (a)

Note: For combination utilities, above information should be presented in total and by department.

Supporting Schedules:
RCND Study

Recap Schedules:
ay B-3
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Title 14 Arizona Administrative Code 14 AAC.2
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Schedule B-5. Computation of Working Capital

ARIZONA CORPORATION COMMISSION Schedule: B-5

REGULATION R14-2-103 . . . .
. Lomputation of WOrking (apital
APPENDIX Title: Computation of Working Capital

ILLUSTRATIVE SCHEDULE FORMAT

Required For:
Explanation: _ _ _ _ All Utilities [E1  Special Reqmt. ]
Schedule showing computation of working capital Class A (|
allowance. Class B [
Class C 1
Class D 1
Amount
1. Cash working capital $
2. Materials and Supplies Inventories (a)
3. Prepayments (a)
4. Total Working Capital Allowance $ (b

NOTES:

1.  Adequate detail should be provided to determine the bases for the above computations.
2. Adjusted test year operating expenses should be used in computing cash working capital requirements.

3. Combination utilities should compute working capital allowances for cach department.

Supporting Schedules: Recap Schedules:
(a) E-1 b B-1
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14 A.AC. 2 Arizona Administrative Code Title 14
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Appendix C. Test Year Income Statements

Schedule C-1. Adjusted Test Year Income Statement

ARIZONA CORFPORATION COMMISSION
REGULATION R14-2-103

APPENDIX C.
TEST YEAR INCOME STATEMENTS

ARIZONA CORPORATION COMMISSION Schedule: C-1
REGUL;&:F;SED}};L}I 03 Title: Adjusted Test YearIncome Statement
ILLUSTRATIVE SCHEDULE FORMAT
Required For:
Explanation: ] ] All Utilities [ET] Special Regmt. -
Schedule showing statement of income for the test year, Class A
including pro forma adjustments. Class B 3
Class C |
Class D —
(a) Test Year
Actual Results
For The After
Test Year Pro forma Pro forma
Description Ended Adjustments Adjustments
Revenues: $ $ $
Expenses:
Operating Income
$ $ 8 (©
Net Income
$ $ $
Note: For combination utilities, above information should be presented in total and by department.
Supporting Schedules: Recap Schedules:
(a) E-2 () A-1

(b) C-2
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Title 14 Arizona Administrative Code 14 AAC.2
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Schedule C-2. Income Statement Pro forma Adjustments
ARIZONA CORPORATION COMMISSION Schedule: €2
REGULATION R14-2-103 Title: Income Statement Pro forma
APPENDIX Adjustments
ILLUSTRATIVE SCHEDULE FORMAT
Required For:
Explanation: ) All Utilities [X] Special Reqmt. ]
Schedule itemizing pro forma adjustments to the test Class A 1
year income statement. Class B —
Class C |
Class D —
Total (a)
Description A B Z Adjustments
Revenues: $ $ $ $

Expenses:

Operating Income

Net Income

Note: All pro forma adjustments should be adequately explained on this schedule or on attachments thereto.

Supporting Schedules: Recap Schedules:
(a) C-1
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14 A.AC. 2 Arizona Administrative Code Title 14
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Schedule C-3. Computation of Gross Revenue Conversion Factor
ARIZONA CORPORATION COMMISSION Schedule:_ C-3
REGULATION R14-2-103 Title: Computation of Gross Revenue
APPENDIX Conversion Factor

ILLUSTRATIVE SCHEDULE FORMAT

Required For:
Explanation: o All Utilities [E1  Special Reqmt. ]
Schedule showing incremental taxes on gross revenues Class A
and the development of a gross revenue conversion factor. Class B [
Class C 1
Class D 1
Percentage of
Incremental
Deseription Gross Revenues
Federal Income Taxes %
State Income Taxes
Other Taxes and Expenses: (Specify):
Total Tax Percentage %

Operating Income % = 100% - Tax Percentage

1 = Gross Revenue Conversion Factor
Operating Income %

Note: All tax percentages shall include the effect of other taxes upon the incremental rate. The applicant may use other formulas in
devel oping the conversion factor.

Supporting Schedules: Recap Schedules:
A-1l
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Title 14 Arizona Administrative Code 14 AAC.2
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES
Appendix D. Cost of Capital

Schedule D-1. Summary Cost of Capital

-ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX D.
COST OF CAPITAL

ARIZONA CORPORATION COMMISSION Schedule:_ D-1
REGULATION R14-2-103 Title: Summary Cost of Capital
APPENDIX

ILLUSTRATIVE SCHEDULE FORMAT

Required For:
Explanation: All Utilit Special Reqmt. T
Schedule showing elements of capital structure Class Al ° % pectal feqrt
and the related cost. Class B |:|
Class C —
Class D —
End of Test Year End of Projected Year
Cost Com- Cost Com-
Rate posite Rate posite

Invested Capital Amount % {e) Cost Amount % (&) Cost
Long-Term Debt (a) § % % $ % %
Preferred Stock (b)
Common Equity (c)
Short Term Debt (a)
Deferrals (d) -0- -0-

A 100% % % % 100% % %

Supporting Schedules: Recap Schedules:
(a) D-2 (e) A3
(by D-3
{¢) D-4
(dy E-1
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14A.AC.2 Arizona Administrative Code Title 14
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES
Schedule D-2. Cost of Long-Term and Short-Term Debt

ARIZONA CORPORATION COMMISSION Schedule: D2
REGULATION R14-2-103 Tifle: Cost of Long-Term and Short-Term
APPENDIX Debt
ILLUSTRATIVE SCHEDULE FORMAT
Required For:
Explanation: All Utilities Special Reqmt[ ]
Schedule showing computation of cost of long and Class A P q
short term debt. Class B
Class C =3
Class D —
End of Test Year End of Projected Year
Annual Annual
Description of Debt Outstanding Interest Quistanding Interest*
Long-Term: $ ¥ b $
Total Long-Term (a) $ (b $ $ b
Cost Rate (a) % %
Short Term: $ $ b b
Total Short-Term (a) $ )] $ $ b
Cost Rate (a) % %

¥ Including amortization of discount, premium and expense.

Supporting Schedules: Recap Schedules:
(by E-1 (a) D-1
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Title 14 Arizona Administrative Code 14 AAC.2
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Schedule D-3. Cost of Preferred Stock

ARIZONA CORPORATION COMMISSION Schedule: D3
REGULATION R14-2-103 Title: Cost of Preferred Stock
APPENDIX

ILLUSTRATIVE SCHEDULE FORMAT

Required For:

Explanation: All Utilities Special Reqmt [
Schedule showing computation of cost of Class A P 4
preferred stock. Class B
Class C |
Class D 3
End of Test Year End of Projected Year
Shares Dividend Shares Dividend
Description of Issue Outstanding  Amount Requirement Qutstanding Amount Requirement
$ $ $ $
Total (a) $ b § $ $
Cost Rate (a) % %
Supporting Schedules: Recap Schedules:
by E-1 (ay D-1
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14 A.AC. 2 Arizona Administrative Code Title 14
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Schedule D-4. Cost of Common Equity

ARIZONA CORPORATION COMMISSION Schedule: D4
REGULATION R14-2-103 Title: Cost of Common Equity
APPENDIX

ILLUSTRATIVE SCHEDULE FORMAT

Required For:

Explanation: . _ _ All Utilities []  Special Reqmt[—]
Schedule summarizing conclusions on the required rate Class A Ed
of return on common equity as of the end of the test year and Class B E]
the projected year or exhibits in support thereof. Class C 1
Class D 3
Supporting Schedules: Recap Schedules:
Special Studies (D-1)
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Title 14 Arizona Administrative Code 14 AAC.2
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Appendix E. Financial and Statistical Schedules
Schedule E-1. Comparative Balance Sheet

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX E.
FINANCIAL STATEMENTS AND STATISTICAL SCHEDULES

ARIZONA CORPORATION COMMISSION Schedule:_ E-1
REGULATION R14-2-103 Title: Comparative Balance Sheat
APPENDIX

ILLUSTRATIVE SCHEDULE FORMAT

Required For:
Explanation: ] ] All Utilittes [EJ  Special Reqmt. 1
Schedule showing comparative balance sheets at the Class A (|
end of the test year and the 2 fiscal years ended prior to the Class B (|
test year. Class C 3
Class D —
Test Year Prior Year Prior Year
ASSETS At At At
Property, plant & equipment: (a) A $ $
Current Assets:
$_ . $_
LIABILITIES and STOCKHOLDERS® EQUITY
Capitalization:  (b) $ $ $
Current Liabilities:
b b $
Supporting Schedules: Recap Schedules:
(a) E-5 (b) A3
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14 A.AC. 2 Arizona Administrative Code Title 14
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Schedule E-2. Comparative Income Statements
ARIZONA CORPORATION COMMISSION Schedule:_E-2
REGULATION R14-2-103 Title: Comparative Income Statements
APPENDIX

ILLUSTRATIVE SCHEDULE FORMAT

Required For:
Explanation: ] o All Utilites [E]  Special Reqmt.
Schedule showing comparative income statements for Class A 3
the test yvear and the 2 fiscal years ended prior to the test Class B [
year. Class C I
Class D 1
Test Year Test Year Test Year
Ended Ended Ended
Revenues: (a) $ $ $
Operating Expenses: {a)
Current Assets:
Operating Income (a) $ $ $
Other income and deductions:
Interest
Net Income
$ $ $
Preferred Dividends
Earnings Available for Common Stock
Earnings Per Share of Average Common
Stock Outstanding
Supporting Schedules: Recap Schedules:
(a) E-6 A2
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Title 14 Arizona Administrative Code 14 AAC.2
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Schedule E-3. Comparative Statement of Changes in Financial Position

Schedule: E-3
ARIZONA CORPORATION COMMISSION ) ]
REGULATION R14-2-103 Title: Comparative Statement of Changes

APPENDIX in Financial Position
ILLUSTRATIVE SCHEDULE FORMAT

Required For:
Explanation: All Utilities Special Reqmt[—]
Schedule showing comparative changes in financial Class A P 4
position for the test year and the 2 years ended prior to the Class B
test year. Class C (]
Class D 1
Test Year Test Year Test Year
Ended Ended Ended
Source of Funds $ $ $
From Operations:
Financing:
Total Funds Provided
$ $ $
Application of Funds: $ $ $
Construction Expenditures
Dividends
Other Ttems:
$ $ $
Supporting Schedules: Recap Schedules:

A-5
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14A.AC.2 Arizona Administrative Code Title 14
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES
Schedule E-4. Statement of Change in Stockholders’ Equity

Schedule: E-4
ARIZONA CORPORATION COMMISSION ) )
REGULATION R14-2-103 Title: Statement of Change in Stockholders®
APPENDIX Equity

ILLUSTRATIVE SCHEDULE FORMAT

Required For:

Explanation: ) ) ) All Utilities []  Special Reqmt[ ]
Schedule showing changes in stockholders® equity for Class A
the test year and the 2 years ended prior to the test year. Class B
Class C 3
Class D [
Additional
Preferred Stock Common Stock Paid-In Retained
Shares Amount Shares Amount Capital Earnings
Balance, Jan. 1, 19 $ 3 $ b
Net Earmings

Cash Dividends-Preferred

Cash Dividends-Commeon

Preferred Stock Issued:

Common Stock Issued:

3 3 $ 3
Balance, Dec. 31,19 $ 3 $ b
X
Balance, Dec. 31,19 $ $ $ $
Balance, Dec. 31,19 $ $ $ $
(End of Test Year)
Supporting Schedules: Recap Schedules:
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Title 14 Arizona Administrative Code 14 AAC.2
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES
Schedule E-5. Detail of Utility Plant

Schedule: E-5
ARIZONA CORPORATION COMMISSION ] ] .
APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT
Required For:
Explanation: ] . ] All Utilites [EJ  Special Reqmt. 1
Schedule showing utility plant balance, by detailed Class A (|
account number, at the end of the test year and the end of the Class B (|
prior fiscal year. Class C =3
Class D —
End of Test End of Prior
Account Year Net Year
Number Deseription At Additions At
Production Plant-Steam:
XXX Land & Land Rights $ $ $
XXX Structures and Improvements
Total Plant in Service
$
Accumulated Depreciation
$ $ $
Net Plant in Service b b 8
Construction Work In Progress
Total Net Plant $ ¥ b

Note:  For combination utilities, the above information should be presented by department.

Supporting Schedules:

Recap Schedules:
E-1
A-4
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14 A.AC. 2 Arizona Administrative Code Title 14
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Schedule E-6. Comparative Departmental Operating Income Statements

Schedule: E-6
ARIZONA CORPORATION COMMISSION ] . )
REGULATION R 14-2-103 Title: Comparative Departmental Operating
APPENDIX Income Statements
ILLUSTRATIVE SCHEDULE FORMAT
Required For:
Explanation: . . All Utilities ] Special Reqmt. [_]
Schedule showing comparative departmental state- X 1 All
ments of operating income for the test year and the 2 fiscal years Class A | classes of
ended prior to the test year. Class B [ Combinatic
Class C | nUtilities
Department
Test Year Prior Year Prior Year
Ended Ended Ended
Revenues: $ $ $
Residential
Total Revenues $ $ $
Operating Expenses*:
Total Operating Expenses $ $ $
Operating Income $ $ $
* Including allocation of general and administrative expenses.
Supporting Schedules: Recap Schedules:
E-2
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Title 14 Arizona Administrative Code 14 AAC.2
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES
Schedule E-7. Operating Statistics

ARIZONA CORPORATION COMMISSION Schedule: E-7
REGULATION R14-2-103 Title: Operating Statistics
APPENDIX

ILLUSTRATIVE SCHEDULE FORMAT

Required For:

Explanation: _ _ o All Utilities [E1  Special Reqmt. ]
Schedule showing key operating statistics in Class A (|
comparative format, for the test year and the 2 fiscal Class B —
years ended prior to the test year. Class C 3
Class D 1

Test Year Prior Year Prior Year
Electric Statistics Ended Ended Ended

KWH Sales-By Class of Service

Avg. No. of Customers-By Class of Service
Avg. KWH Use-By Class of Service

Avg. Annual Revernue Per Residential Customer
KWH Production Expense

KWH Trans. Expense

Gas Statistics:

MCF or Therm Sales-By Class of Service

Avg. No. of Customers-By Class of Service
Avg. MCF or Therm Use-By Class of Service
Avg. Annual Revernue Per Residential Customer
Production Expense Per MCF or Therm

Storage and Trans. Expense Per MCF or Therm

Water Statistics:

Gallons Sold-By Class of Service

Avg. No. of Customers-By Class of Service
Avg. Annual Gallons Per Residential Customer
Avg. Annual Reverme Per Residential Customer
Pumping Cost Per 1,000 Gallons

Telephone Statistics:

Main Telephones

Company Telephones

Revenue Per Main Telephone
Messages

Net Plant in Service Per Telephone
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14A.AC.2 Arizona Administrative Code Title 14
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES
Schedule E-8. Taxes Charged to Operations

ARIZONA CORPORATION COMMISSION Schedule:_ E-8
REGULATION R14-2-103 Title: Taxes Charged to Operations
APPENDIX

ILLUSTRATIVE SCHEDULE FORMAT

Required For:

Explanation: All Utilities Special Reqgmt[—]
A schedule showing all significant taxes charged to Class A P 4
operations for the test year and the 2 fiscal years ended prior (Class B
to the test year. Class C
Class D —
Test Year Prior Year Prior Year
Ended Ended Ended
Description - -
Federal Taxes: $ $ $
b $ $
State Taxes $ $ $
$ $ $
Local Taxes: $ $ $
$ $ $
Total Taxes 8 s 8

NOTE: For combination utilities, the above should be presented in total and by department.

Supporting Schedules: Recap Schedules:
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Title 14 Arizona Administrative Code 14 AAC.2
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Schedule E-9. Notes to Financial Statements
ARIZONA CORPORATION COMMISSION Schedule: B9
REGULATION R14-2-103 Title: Notes to Financial Statements
APPENDIX

ILLUSTRATIVE SCHEDULE FORMAT

Required For:
Explanation: . All Utilities [E1  Special Reqmt. ]
Disclosure of important facts pertaining to the under- Class A (|
standing of the financial statements. Class B —
Class C 1
Class D 1
Disclosures should include, but not be limited to the following:
1.  Accounting method.
2. Depreciation lives and methods employed by major classifications of utility property.
3. Income tax treatment - normalization or flow through.
4. Interest rate used to charge interest during construction, if applicable.
Supporting Schedules: Recap Schedules:
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14 A.AC. 2 Arizona Administrative Code Title 14

CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Appendix F. Projections and Forecasts

Schedule F-1. Projected Income Statements - Present and Proposed Rate

ARIZONA CORPORATION COMMISSION

REGULATION R14-2-103
APPENDIX F.

PROJECTIONS AND FORECASTS

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103
APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule: F-1

Title: Projected Income Statements - Present
and Proposed Rate

Explanation:
Schedule showing an income statement for the pro-

Required For:

All Utilites [EJ  Special Reqmt. ]
Class A —

jected year, compared with actual test year results, at Class B (|
present rates proposed rates. Class C 3
Class D —
Projected Year
At Present At Proposed
Actual Rates Rates
Test Year Year Year
Ended (a) Ended (b) Ended (b)
Revenues: $ ¥ 3
Operating Expenses:
Operating Income $ $ $
Other Income & Deductions:
Interest
Net Income $ $ $
Earnings per share of average
Common Stock Qutstanding $ $ Optional $ Optional
% Return on Common Equity %o %o %o
Supporting Schedules: Recap Schedules:
(a) E-2 (by A-2
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Title 14 Arizona Administrative Code 14A.AC.2
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES
Schedule F-2. Projected Changes In Financial Present and Proposed Rates

Schedule: F-2
ARIZONA CORPORATION COMMISSION

REGULATION R14-2-103 Title: Projected Changes In Financial
APPENDIX Present and Proposed Rates

ILLUSTRATIVE SCHEDULE FORMAT

Required For:
Explanation: All Utiliti Special Reqmt[ ]
Schedule showing projected changes in financial posi- Class Al = pecial heqr
tion for projected year compared with the test year, at pres- Class B
ent and proposed rates. Class C' I:I
Class D —
Projected Year
At Present At Proposed
Rates Rates
Test Year Year Year
Ended (a) Ended (b} Ended (b}
Source of Funds: $ $ $
Total Funds Provided $ $ $
Application of Funds:
Total Funds Provided $ $ $
Details of Financing:
Changes in Short-term Debt:
Changes in Long-term Debt:
Changes in Preferred Stock:
Changes in Common Equity:
Supporting Schedules: Recap Schedules:
(ay E-3 by A-5
{¢) F3
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14A.AC.2 Arizona Administrative Code Title 14
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES
Schedule F-3. Projected Construction Requirements

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX

ILLUSTRATIVE SCHEDULE FORMAT

Schedule: F-3

Title: Projected Construction Requirements

Required For:
Explanation: All Utilities Special Reqmt [
Schedule showing projected annual construction Class A p3 VIS, 4
requirements, by property classiﬁcal_tion, for 1 to 3 years sub- Class B projected
sequent to the test year compared with the test year. Class C 1 yrs.
Class D =l projected
Actual Projected
Test Year Test Year Test Year Test Year
Property Classification Ended Ended, Ended, Ended
Production Plant $ $ $ $
Transmission Plant
Total Plant (a) $ $ $
NOTE: For combination utilities, the above should be presented by department.
Supporting Schedules: Recap Schedules:
(a) F2&A-4
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Title 14

Arizona Administrative Code

14AAC.2

CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Schedule F-4. Assumptions Used in Developing Projection

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103
APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

preparing forecasts and projections.

Explanation:
Documentation of important assumptions used in

Schedule: F-4
Title: Assumptions Used in Developing
Projection
Required For:
All Utilittes [E]  Special Reqmt. ]
Class A —
Class B —
Class C —
Class D —

Important assumptions used in preparing projections should be explained.

Areas covered should include:

L.

2.

Customer growth
Growth in consumption and customer demand

Changes in expeanses

Construction requirements, including production reserves and changes in plant capacity

Capital structure changes

Financing costs, interest rates

Supporting Schedules:

Recap Schedules:
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14 A.AC. 2 Arizona Administrative Code Title 14
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Appendix G. Cost of Service Analyses
Schedule G-1. Cost of Service Summary-Present Rates
ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103
APPENDIX G
COST OF SERVICE ANALYSES
ARIZONA CORPORATION COMMISSION Schedule: G-1
REGULAAJ;SII\;IDIE;‘_ZJ% Title: Igaotsetsof Service Summary-Present
ILLUSTRATIVE SCHEDULE FORMAT -
Required For:
Explanation: ) o All Utilities [ Special Reqmt. [
Schedule showing rates of return by customer classification Class A [
at present rates. Class B —
Class C ]
Class D 1
Customer Classification
Total A B Z
Revenues (a) 3 3 $ $
Expenses (b)
Operating Income before Income Taxes
Income Taxes
Net Operating Income 3 3 $ $
Rate Base (¢) 3 3 $ $
Rate of Return % % % %
Supporting Schedules: Recap Schedules:
(a) H-1 (c) G-3
(b) G4
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Title 14 Arizona Administrative Code 14 AAC.2
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Schedule G-2. Cost of Service Summary-Proposed Rates

ARIZONA CORPORATION COMMISSION Schedule: G-2
REGULATION R14-2-103 o .
APPENDIX Tifle: g;sets of Service Summary-Proposed
ILLUSTRATIVE SCHEDULE FORMAT -
Required For:
Explanation: . .
Schedule showing rates of return by customer ‘éﬂsgtﬁmes E Special Reqmt. -

classification at proposed rates. Class B 1
Class C 1
Class D —

Customer Classification
Total A B Z
Revenues (a) ¥ ¥ b $

Expenses (b)
Operating Income before Income Taxes

Income Taxes

Net Operating Income $ $ $ . $

Rate Base (c) $ $ $ $

Rate of Return % % % %

Supporting Schedules: Recap Schedules:
(a) H-1 (c) G-3
(by G-4
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14AAC.2

Arizona Administrative Code

Title 14

Schedule G-3.

CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Rate Base Allocation to Classes of Service

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX

Schedule: G-3
Title: Rate Base Allocation to Classes

of Service
ILLUSTRATIVE SCHEDULE FORMAT
Required For:
Explanation: ] ] o All Utilities [] Special Regmt. [
Schedule showing allocation of plant at original Class A =3
cost less depreciation to class of service. Class B [
Class C —
Class D 1
Demand Commodity Customer
Class of PlantFunction Plant Function
Service Total (a) 1 2 3 ete. 2 3 ete. Gen. Specific
3 % B %)
A
B
Z 8 _ - - _ _
TOTAL $§  _ % $b(%

Supporting Schedules:
(b) G-5
() G-7

Recap Schedules:

(a) G-1&G-2
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Schedule G-4. Expense Allocation to Classes of Service

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103
APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule: G-4

Title: Expense Allocation to Classes
of Service

Required For:

Explanation: ) . ) All Utilities [] Special Regmt. [
Schedule showing allocation of operating expenses Class A |
to class of service. Class B —
Class C ]
Class D —
Demand Commodity Customer Other
Class of Plant Function Plant Function
Service Total (a) 1 2 3 4 1 2 3 ete. Gen. Specific
$ % 3D %
A
B
Z $§  _ - _ - -
TOTAL $ _% M E% __ . _ _ _

Supporting Schedules:
(b) G-5
() G-7

Recap Schedules:
(a) G-1&G-2
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Schedule G-5. Distribution of Rate Base by Function

ARIZONA CORPORATION COMMISSION Schedule:_ G-5
REGULATION R14-2-103 Title: Distribution of Rate Base by Function
APPENDIX

ILLUSTRATIVE SCHEDULE FORMAT

Required For:
Explanation: . . B All Utilities []  Special Reqmt, ]
Schedule showing allocation of plant at original Class A (.
cost less depreciation to defined functions. Class B [
Class C —
Class D —
Function*
Demand Customer*
Plant Classification Total 1* 2% 3* 4% Commodity* Gen. Specific
$ %
Production
Transmission
5 % I _ _
* Production or transmission, primary, secondary, etc.
Supporting Schedules: Recap Schedules:
(a) G-3
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Schedule G-6. Distribution of Expenses by Function

ARIZONA CORPORATION COMMISSION Schedule:______G-6
REGULATION R14-2-103 Title: Distribution of Expenses by Function
APPENDIX

ILLUSTRATIVE SCHEDULE FORMAT

Required For:

Explanation: , , , All Utilites [ Special Reqmt. B
Schedule showing allocation of operating expenses Class A ]
to defined functions. Class B [
Class C ]
Class D ]
Function*
Demand Customer
Expense Classification Total 1% 2% 3% 4% Commodity Gen. Specific Other
$ % $ %
Production:

S
P

Transmission:

Administrative:

Total Operating
Expenses (a) $ % Yo __

* Production Transmission, primary, secondary, etc.

Supporting Schedules: Recap Schedules:
(a) G4
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Schedule G-7. Development of Allocation Factors

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103
APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule: G-7

Title: Development of Allocation Factors

Explanation:
Schedule(s) showing development of all allocation
factors used in the cost of service study.

Required For:
All Utilities [ Special Reqmt.
Class A (]

Class B [
Class C ]
Class D —

Schedules should be provided to indicate how demand, commodity and customer allocation factors were developed. Demand method
employed, e.g., peak, average and excess, non-coincident peak, should be disclosed supported with adequate detail.

Supporting Schedules:

Recap Schedules:
G-4
G-3
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14AAC.2

Appendix H.

Schedule H-1. Summary of Revenues by Customer Classification-Present and Proposed Rates

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103

APPENDIX H.
EFFECT OF PROPOSED TARIFF SCHEDULES

ARIZONA CORPORATION COMMISSION Schedule:____ H-1

REGULATION R14-2-103
APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Title: Summary of Revenues by Customer
Classification-Present and Proposed Rates

Required For:
Explanation: All Utilities  x [ Special [Reqmt.
Schedule comparing revenues by customer ClassA [
classification for the test year, at present and proposed rates. Class B —
Class C =
Class D ]

Revenues in the Test Year (a)

Customer Classification Present Rates

Proposed Rates

Proposed Increase (b)

Amount %

Residential $ $

$

Industrial

(
)

Total Revenues $ $ $ $

Note: For combination utilities, above information should be presented in total and by department.

Supporting Schedules:
(a) H-2

Recap Schedules:
(b) A-1
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Schedule H-2. Analysis of Revenue by Detailed Class

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103
APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule: H-2
Title: Analvsis of Revenue by Detailed Class

Required For:
Explanation: e .
Schedule comparing revenues by detailed class of é%;;itilhes % Special Reqmt. -
service, for the test year, at present and proposed rates. Class B =
(lass C 1
(Class D —
Average Revenues Proposed
Number Average Present Proposed Increase
Class of Service of Customers  Consumption Rates Rates Amount %
Residential: b 8 8
General
Limited Service
Total Residential $ @  § G $ (a) $ (@) %
Industrial:
General service
Optional service
Total Company b $ $ %

Note:  For combination utilities, above information should be presented by department.

Supporting Schedules:

Recap Schedules:
{a) H-1
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Schedule H-3.

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103
APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Changes In Representative Rate Schedules

Schedule: H-3

Title: Changes In Representative Rate Schedules

Explanation:

Schedule(s) comparing present rate schedules
with proposed rate schedule.

Required For:

All Utilities [ ] Special Reqmt. ]
Class A } Representative Schedules
Class B

Class C All Schedules
Class D |

Rate

Schedule Description Block
1 Residential-Gen. Service

) )

) )

12 Industrial-Gen. Service

)
)

Supporting Schedules:

First 1,000 gal.
Next 1,000 gal.

Present
Rate
$1.00
$.08/100

(
)

Proposed

Rate Change
$1.25 $.25
$.10/100 $.02/100

() .

i
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Schedule H-4. Typical Bill Analysis

ARIZONA CORPORATION COMMISSION Schedule:__ H-4
REGULATION R14-2-103 Title: Typical Bill Analysis
APPENDIX

ILLUSTRATIVE SCHEDULE FORMAT

Required For:
Explanation: o , All Utilities [ Special Reqmt. 1
Schedule(s) comparing typical customer bills at Class A [
varying consumption levels at present and proposed rates. Class B [
Class C ]
ClassD -
Rate Monthly Present Proposed %
Schedule  Description Consumption Bill Bill Increase
1 Residential-Gen. Service 1,000 gal. or less $1.00 $1.25 25.0%
5,000 gal. $3.30 $3.80 15.2%

S
|

Supporting Schedules:
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Schedule H-5. Bill Count

ARIZONA CORPORATION COMMISSION
REGULATION R14-2-103
APPENDIX
ILLUSTRATIVE SCHEDULE FORMAT

Schedule: H-3
Title: Bill Count

Explanation:
Schedule(s) showing billing activity by block for
each rate schedule.

Required For:
All Utilities [E1 Special Regmt. ]
Class A —
Class B |
Class C —
Class D ]

Rate Schedule:

Consumption Cumulative Bills

Cumulative Consumption
Amount % of Total

No. % of Total

Description:
Number of
Bills by
Block Block By Blocks
Average Number of Customers
Average Consumption
Median Consumption
Supporting Schedules:

Recap Schedules:

Historical Note
Former Section R14-2-103 renumbered as Section R14-2-101, former Section R14-2-128 renumbered as Section R14-2-103 with-
out change effective March 2, 1982 (Supp. 82-2). Amended subsection (B) effective June 18, 1987 (Supp. 87-2). Amended effec-
tive August 31, 1992 (Supp. 92-3). Amended by final rulemaking at 19 A.A.R. 397, effective April 9, 2013 (Supp. 13-1).
Amended by final rulemaking at 20 A.A.R. 3439, effective January 16, 2015 (Supp. 14-4).

R14-2-104. Inspection of annual reports

Pursuant to A.R.S. § 40-204(C), all utility annual reports and
attachments thereto required to be filed pursuant to this Chapter
shall be open to public inspection without further or special order of
the Arizona Corporation Commission.

Historical Note
Former Section R14-2-104 repealed, new Section R14-2-
104 adopted effective March 2, 1982 (Supp. 82-2).

R14-2-105. Notice of rate hearings

A. Every public service corporation shall give notice to customers
affected of any hearing at which the fair value of that corpora-
tion’s property is to be determined and just and reasonable
rates and charges are to be established.

B. The form and manner of such notice shall be as the Commis-
sion may direct by procedural order.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-106. Commission Color Code to Identify Location of

Underground Facilities

A. If the location of an underground facility is marked with
stakes, paint, or in some customary manner pursuant to A.R.S.
§ 40-360.21(13), the facility owner will use the following
color code:

Facility Type Specific Color

Electric Power Distribution and Safety Red
Transmission

Gas Distribution and Transmis- High Visibility Safety
sion; Oil Product Distribution Yellow

and Transmission; Dangerous

Materials, Product Lines

Telephone and Telegraph Sys- Safety Alert Orange
tem; Cable Television
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Fiber Optics Communication The Letter “F” in Safety

Lines Alert Orange

Water Systems; Slurry Pipelines Safety Precaution Blue
Reclaimed Water Systems Purple

Sanitary Sewer Systems Safety Green

UNACCEPTABLE FACILITY LOCATION COLORS:

Fluorescent Pink - This shall be considered a land surveyor
marking.

White - This shall be reserved for excavator markings.

B. Excavators and Underground Facility Owners shall consider
use of the color fluorescent pink to be indicative of land survey
markings and not location markings for any underground facil-
ity. Surveyors may place aerial photogrammetric markings
(targets) using the color white; such marking shall have a fluo-
rescent pink dot not less than two inches in diameter placed
within one foot of any edge of the aerial marking. Fluorescent
pink shall not be used by excavators or Underground Facility
Owners.

C. Excavators making markings pursuant to A.R.S. § 40-
360.22(C) are required to use the color white.

D. Colors similar to those listed in R14-2-106(A) through R14-2-
106(C) shall not be used for other than their listed purpose.

Historical Note
Adopted effective September 5, 1986 (Supp. 86-5).
Amended effective June 4, 1993, under an exemption

from the Attorney General certification requirements of
the Arizona Administrative Procedure Act (Supp. 93-2).

Amended effective August 16, 1996 (Supp. 96-3).
Amended by final rulemaking at 8 A.A.R. 971, effective

February 19, 2002 (Supp. 02-1).

R14-2-107.  Electric, Natural Gas, or Affiliated Water Coop-
erative Streamlined Rate Application Filing Requirements and
Process

A. Definitions. In this Section, unless otherwise specified:

1. “Affiliated entity” means an “entity” as defined in A.A.C.
R14-2-801 that, in relation to a cooperative, meets the
definition of an “affiliate” in A.A.C. R14-2-801.

2. “Base revenue” means the revenue generated by perma-
nent rates and charges, excluding:

a. Revenue generated through adjustor mechanisms,
and

b. Revenue generated through miscellaneous service
charges.

3. “CFC” means the National Rural Utilities Cooperative
Finance Corporation.

4. “Commission” means the Arizona Corporation Commis-
sion.
5. “Cooperative” means a legal entity that is:

a. A domestic corporation or a foreign corporation
authorized to transact business in this state;
Operated as a not-for-profit or non-profit;
Owned and controlled by its members; and
d. Operating as a public service corporation in this
state by providing electric utility services, natural
gas utility services, or water utility services from an
affiliated entity.
6. “Customer” means anyone who receives utility service
from the cooperative.
7.  “Docket Control” means the organizational unit within
the Commission’s Hearing Division that accepts, records,
and maintains filings.

oo

8. “FERC” means the Federal Energy Regulatory Commis-
sion.

9. “File” means to submit to Docket Control, with the
required number of copies and in an acceptable format,
for recording under an appropriate docket number.

10. “Full permanent rate case decision” means a Commission
decision:

a. Issued on an application filed under R14-2-103 and
not under this Section,

b. In which the Commission ascertained the fair value
of a public service corporation’s property within
Arizona and established a schedule of rates and
charges for the public service corporation’s provi-
sion of utility services within Arizona, and

c. Notissued under A.R.S. § 40-252.

11. “Non-price tariff change” means modification of one or
more tariff provisions, either through altering existing tar-
iff language or adding new tariff language, in a manner
that substantively alters a requirement other than a rate or
charge.

12. “Rate schedule” means a schedule of rates and conditions
for a specific classification of customer or for other spe-
cific services.

13. “Rate structure change” means any of the following:

a. Introduction of a new rate schedule;

. Elimination of an existing rate schedule;

c. A change in base revenue generated by the residen-
tial rate class greater than 150% of the overall base
revenue increase;

d. A change greater than 35% in the customer charge
within a rate schedule for residential customers; or

e. A change in the rate blocks or the percentage rela-
tionship of the prices among rate blocks.

14. “RUS” means United States Department of Agriculture,
Rural Utilities Service.

15. “Staff” has the same meaning as in R14-2-103.

16. “Test year” means the one-year historical period used in
determining rate base, operating income, and rate of
return, which shall have an ending date within 12 months
before the filing date for a rate application under this Sec-
tion and shall include at least six months during which a
cooperative’s current rates and charges were in effect.

17. “Timely” means in the manner and before the deadlines
prescribed in this Section.

Eligibility Requirements. Except as provided in subsection

(C), a cooperative may file and pursue a rate application under

this Section rather than R14-2-103 only if the following eligi-

bility requirements are met:

1. A full permanent rate case decision for the cooperative
has been issued within the 20-year period immediately
preceding the filing of the cooperative’s rate application;

2. The cooperative has not filed a rate application under this
Section within the 12 months immediately preceding the
filing of the cooperative’s rate application;

3. The cooperative is required by law or contract to make a
certified annual financial and statistical report to a federal
agency, such as RUS or FERC, or an established national
non-profit lender that specializes in the utility industry,
such as CFC or CoBank;

4. The test year used in the cooperative’s rate application
complies with the definition of a test year in subsection
(A);

5. The cooperative’s rate application includes the most
recent audited financials for the cooperative;
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6. The cooperative’s rate application does not propose an 4.  After meeting with Staff, if the cooperative decides to
increase in total base revenue amounting to more than 6% pursue a rate application under this Section, file a
of the actual test year total base revenue; Request for Docket Number and Proposed Form of

7. The cooperative’s rate application uses its original cost Notice for Staff approval.
rate base as its fair value rate base; F. Notice Requirements.

8. The cooperative’s rate application proposes changes in 1. A cooperative shall ensure that the Proposed Form of
rates and charges and non-price tariff language consistent Notice submitted to Staff for approval includes, at a mini-
with subsection (D) and does not propose adoption of a mum, all of the following:
new hook-up fee or another new type of fee; a. The cooperative’s name and contact information;

9.  The cooperative’s rate application does not propose a rate b. The docket number assigned to the cooperative’s
structure change except for the elimination of a rate rate application proceeding;
schedule if the rate schedule has had no customer partici- c. A summary of the rate relief requested by the coop-
pation within the one year prior to the test year through erative in its rate application;
and including the test year; d. For a distribution cooperative, the monthly bill

10. The cooperative’s rate application does not request impact to a residential customer with average usage
financing approval and does not request consolidation if the requested rate relief were granted by the Com-
with another docket; mission;

11. The customer notice provided by the cooperative con- e. For a generation or transmission cooperative, the
formed to the requirements of subsection (F) and was estimated rate and revenue impact to each member
approved by Staff; distribution cooperative served if the requested rate

12. For a distribution cooperative, the objections timely sub- relief were granted by the Commission;
mitted by the cooperative’s customers represent no more f. Instructions for viewing or obtaining filed docu-
than 5% of all customer accounts or no more than 1,000 ments;
customer accounts, whichever is fewer; and g. Information regarding the Commission’s process

13. For a generation or transmission cooperative, no member under this Section;

distribution cooperative has filed a timely objection to the
application, and the objections timely submitted by retail
customers served by member distribution cooperatives
represent no more than 3,000 customer accounts.

A multi-jurisdictional cooperative with less than 30% of its

customers within Arizona that seeks only to implement rates
for Arizona customers that are already effective in the jurisdic-
tion where the majority of the cooperative’s customers are
located may pursue a rate application under this Section with-
out meeting the eligibility requirements of subsections (B)(1)
through (10).

A cooperative may propose any of the following in its rate

application filed under this Section:

C.

D.
1.
2.
3.
4.
5.
6.
7.
8.

E.

Changes to an existing adjustor rate;

Changes to an existing surcharge rate;

Changes to an existing hook-up fee or other fee;
Adoption of a new adjustor mechanism or surcharge
mechanism, if the mechanism has been previously
approved by the Commission;

Adjustment to the base cost of power;

Changes to non-price tariff language, including language
that freezes participation in a tariff to existing customers;
Changes to depreciation rates, if supported by a deprecia-
tion study approved by Staff engineers; and

Waiver of one or more of the eligibility requirements in
subsections (B)(1) through (B)(10), except (B)(3).

Pre-Filing Requirements. Before filing a rate application under

this Section, a cooperative shall:

1.

2.

Analyze the cooperative’s eligibility under subsection
B);

Submit to Staff, in both hard copy and electronic (with
formulae intact) formats, a Request for Pre-Filing Eligi-
bility Review, which shall include a draft application
including the items and information described in subsec-
tions (G)(1) through (6), and a copy of the Proposed
Form of Notice to be sent to the cooperative’s customers;
No sooner than 30 days after the date Staff receives the
Request for Pre-Filing Eligibility Review, meet with Staff
to discuss the cooperative’s eligibility under subsection
(B) and any Staft modifications to the Proposed Form of
Notice; and

h.  The deadline to file intervention requests and objec-
tions, which shall be a date no earlier than 30 days
after the date Notice is mailed to customers;

i.  Instructions for requesting intervention and submit-
ting objections; and

j. Information regarding disability accommodations;

After receiving Staff approval for a form of Notice, a

cooperative shall provide notice of its application as fol-

lows:

a. If a distribution cooperative, by sending the Notice,
by First Class Mail, to each of the cooperative’s cus-
tomers; and

b. If a generation or transmission cooperative, by pub-
lishing the Notice in at least one newspaper of gen-
eral circulation in the service territory of each
member distribution cooperative served and by
sending the Notice, by First Class Mail, to each
member distribution cooperative served.

G. Filing Requirements. Within twenty days after completing the
provision of Notice as required by subsection (F)(2), a cooper-
ative shall file in the assigned docket a rate application under
this Section, which shall include the following:

1.

2.

3.

The legal name of the cooperative and identification of
the test year;

A waiver of the use of reconstruction cost new rate base
to determine the cooperative’s fair value rate base;

A copy of the most recent certified annual financial and
statistical report submitted by the cooperative to a federal
agency, such as RUS or FERC, or an established national
non-profit lender that specializes in the utility industry,
such as CFC or CoBank;

A copy of the most recent audited financials for the coop-
erative;

The information listed in the table in R14-2-103(B)(1) for
Schedule A-1, which shall be submitted in the format
provided in Appendix Schedule A-1;

The information listed in the table in R14-2-103(B)(1) for
Schedules B-2, C-1, C-2 (if applicable), E-5, E-7, E-9,
and H-1 through H-5, which:
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a.  Shall be included on schedules labeled consistently
with and containing the substantive information cor-
responding to the Appendix Schedules,

b. Shall conform to the instructions and notes con-
tained on the corresponding Appendix Schedules,

c. May be submitted in the format provided in the
Appendix Schedules or formatted in an alternate
manner, and

d. May omit information that is not applicable to the
cooperative’s operations;

7. The information listed in the table in R14-2-103(B)(1) for
Schedules B-3 and B-4, if requesting a change in depreci-
ation rates in accordance with subsection (D)(7);

8. A copy of the Notice sent and, if applicable, published, as
required under subsection (F)(2); and

9. Proof that the Notice was sent and, if applicable, pub-
lished, as required under subsection (F)(2).

Pre-Eligibility-Review Objections and Requests. Any person

desiring to object to the cooperative’s rate application or to

request intervention in the cooperative’s rate case shall file an
objection or request no later than the date specified in the

Notice provided pursuant to subsection (F)(2).

Late Objections. In determining the cooperative’s eligibility to

proceed with its rate application under this Section, Staff shall

not consider any objection that is filed after the deadline in the

Notice provided pursuant to subsection (F)(2).

Eligibility and Sufficiency Review. Within seven days after

the deadline for objections and intervention requests specified

in the Notice provided pursuant to subsection (F)(2), Staff
shall:

1. Review the cooperative’s rate application, along with any
objections timely filed under subsection (H), to determine
whether the cooperative is eligible, under subsection (B),
to pursue its rate application under this Section;

2. File either a Notice of Eligibility or a Notice of Ineligibil-
1ty;

3. Ifthe cooperative is eligible, complete the following:

a. Conduct a sufficiency review of the cooperative’s
rate application;

b. Determine whether the rate application complies
with the requirements of subsection (G); and

c. File either a Notice of Sufficiency that classifies the
cooperative as provided in R14-2-103(A)(3)(q) or a
Notice of Deficiency that lists and explains each
defect in the rate application that must be corrected
to make the rate application sufficient.

Eligibility and Sufficiency Determinations. Staff’s determina-

tions of eligibility, ineligibility, sufficiency, and deficiency are

not Commission decisions or Commission orders under A.R.S.

§§ 40-252 or 40-253. A cooperative or intervenor that dis-

agrees with Staff’s determination of eligibility, ineligibility,

sufficiency, or deficiency may petition the Commission to
review Staff’s determination by filing a petition in the docket.

A Commissioner may include a petition for review as an

agenda item to be considered by the Commission at an Open

Meeting. If a petition for review is not included in an Open

Meeting agenda within 30 days after the date it is filed in the

docket, the petition for review shall be deemed denied.

Request for Processing under R14-2-103. Within 75 days after

a Notice of Ineligibility is filed, a cooperative may file a

Request for Processing under R14-2-103. If a cooperative files

a Request for Processing under R14-2-103, all further activity

under this Section shall cease, and the cooperative’s rate appli-

cation shall be deemed a new rate application, filed under

R14-2-103, on the date the Request for Processing under R14-

2-103 is filed.

M. Docket Closure. If a Request for Processing under R14-2-103

is not filed within 75 days after a Notice of Ineligibility is

filed, the Hearing Division shall issue a procedural order

administratively closing the docket.

Action on Notice of Deficiency. After Staff files a Notice of

Deficiency:

1. The cooperative shall promptly address each defect listed
in the Notice of Deficiency and file all necessary correc-
tions and information to bring the rate application to suf-
ficiency; and

2. Within 10 days after receiving the cooperative’s correc-
tions and information, Staff shall again take the actions
described in subsection (J)(3).

Substantive Review and Staff Report. After Staff files a Notice

of Sufficiency, Staff shall:

1. Conduct a substantive review of the rate application;

2. Prepare a Staff Report that shall include Staff’s recom-
mendations and may include a Request for Hearing that
complies with subsection (Q); and

3. File the Staff Report (and a Recommended Order if no
Request for Hearing) within:

a. 150 days after the Notice of Sufficiency is filed, for
a rate application requesting adjustment to the base
cost of power;

b. 120 days after the Notice of Sufficiency is filed, for
a rate application requesting a new adjustor mecha-
nism; and

c. 60 days after the Notice of Sufficiency is filed, for
any other rate application.

Responses to Staff Report. Within 10 days after Staff files a

Staff Report:

1. The cooperative shall file a Response to the Staff Report,
which may include a Request for Hearing that complies
with subsection (Q) or a Request for Withdrawal; and

2. Each intervenor shall file a Response to the Staff Report,
which may include a Request for Hearing that complies
with subsection (Q).

Request for Hearing. A Request for Hearing shall include, at a
minimum, an explanation of the requesting party’s reasons for
believing that an evidentiary hearing should be held; a sum-
mary of each issue on which the party believes evidence
should be provided; and a recitation of the witnesses and docu-
mentary evidence that the requesting party believes could be
produced to provide evidence on each issue.

Responses to and Action on Request for Hearing.

1. A party shall file any response to a Request for Hearing
within five business days after the Request for Hearing is
filed.

2. The Hearing Division shall rule on each Request for
Hearing within 10 business days after it is filed and may
require oral argument or other proceedings at its discre-
tion in considering a Request for Hearing.

3. The Hearing Division may extend the party response
deadline or Hearing Division’s ruling deadline for good
cause.

4. Ifahearing is granted, the Hearing Division shall preside
over all further proceedings in the case.

Action on Request for Withdrawal. The Hearing Division shall
rule on each Request for Withdrawal and may require party
responses, including oral argument, or other proceedings at its
discretion in considering a Request for Withdrawal. If with-
drawal is granted, the Hearing Division shall issue a proce-
dural order administratively closing the docket.

Requirement for Service. A party that files a document under

this Section shall also serve a copy of the document on each
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other party to the case, in accordance with the Commission’s
rules or as otherwise authorized by the Commission.

U. Revenue Increase Cap. No Commission decision issued under
this Section shall increase a cooperative’s base revenue by
more than 6% of the cooperative’s actual test year total base
revenue, unless the cooperative meets the requirements of sub-
section (C). In calculating the 6% base revenue increase cap,
the Commission shall not include the revenue derived from a
change to the base cost of power, an existing adjustor rate, an
existing surcharge rate, an existing hook-up fee, or another
existing fee or the addition of a new adjustor mechanism or
surcharge mechanism.

V. The Commission may, at any stage in the processing of a
cooperative’s rate application under this Section, determine
that the rate application shall instead proceed under R14-2-
103.

W. Recommended Opinion and Order. The Hearing Division shall
issue a Recommended Opinion and Order within 90 days after
the last day of a hearing held under this Section.

X. The Commission may, for good cause, waive an eligibility
requirement of subsection (B).

Historical Note
New Section made by final rulemaking at 19 A.A.R. 397,
effective April 9, 2013 (Supp. 13-1). Amended by final
rulemaking at 24 A.A.R. 2750, effective November 20,
2018 (Supp. 18-3).

R14-2-108. Electric, Natural Gas, or Affiliated Water Coop-

erative Streamlined Financing Application Filing Requirements

and Process

A. Definitions. The definitions contained in R14-2-107 shall
apply to this Section.

B. New Financing or Refinancing Requests.

1. Thirty days before filing an application to request new
financing, a cooperative shall meet with Staff to discuss
the financing application.

2. A cooperative shall ensure that its filed financing applica-
tion includes, at a minimum:

a.  The information provided to lenders by the coopera-
tive,

b. The most recent audited financials for the coopera-
tive, and

c. A capital budget or work plan showing how the
cooperative proposes to use the funds obtained
through the requested financing.

3. A cooperative shall post a notice regarding its financing
application, in a form approved by Staff, or a link to such
a notice, on the main page of the cooperative’s website.

4.  Staff shall issue a Staff report and proposed order regard-
ing a cooperative’s financing application within 75 days
after the filing of the financing application.

C. Refinancing Requests.

1. Fourteen days before filing an application for refinanc-
ing, a cooperative shall meet with Staff to discuss the refi-
nancing application.

2. A cooperative shall ensure that its filed refinancing appli-
cation includes, at a minimum, the information required
under subsection (B)(2).

3. A cooperative shall post a notice regarding its refinancing
application, in a form approved by Staff, or a link to such
a notice, on the main page of the cooperative’s website.

4.  Staff shall issue a Staff report and proposed order regard-
ing a cooperative’s refinancing application within 45 days
after the filing of the refinancing application.

D. Joint Requests

1. A cooperative may file an application requesting
approval of both new financing and refinancing.

2. An application requesting approval of both new financing
and refinancing shall be processed under subsection (B).

Historical Note
New Section made by final rulemaking at 24 A.A.R.
2750, effective November 20, 2018 (Supp. 18-3).

ARTICLE 2. ELECTRIC UTILITIES

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-201.  Definitions

In this Article, unless the context otherwise requires, the following
definitions shall apply. In addition, the definitions contained in
Article 16, Retail Electric Competition, shall apply in this Article
unless the context otherwise requires.

1. “Advance in aid of construction.” Funds provided to the
utility by the applicant under the terms of a line extension
agreement the value of which may be refundable.

2. “Applicant.” A person requesting the utility to supply
electric service.

3. “Application.” A request to the utility for electric service,
as distinguished from an inquiry as to the availability or
charges for such service.

4. “Arizona Corporation Commission.” The regulatory
authority of the state of Arizona having jurisdiction over
public service corporations operating in Arizona.

5. “Billing month.” The period between any two regular
readings of the utility’s meters at approximately 30 day
intervals.

6. “Billing period.” The time interval between two consecu-
tive meter readings that are taken for billing purposes.

7. “Contributions in aid of construction.” Funds provided to
the utility by the applicant under the terms of a line exten-
sion agreement or service connection tariff the value of
which is not refundable.

8. “Curtailment priority.” The order in which electric ser-
vice is to be curtailed to various classifications of custom-
ers, as set forth in the utility’s filed tariffs.

9. “Customer.” The person or entity in whose name service
is rendered, as evidenced by the signature on the applica-
tion or contract for that service, or by the receipt and/or
payment of bills regularly issued in his name regardless
of the identity of the actual user of the service.

10. “Customer charge.” The amount the customers must pay
the utility for the availability of electric service, exclud-
ing any electricity used, as specified in the utility’s tariffs.

11. “Day.” Calendar day.

12. “Demand.” The rate at which power is delivered during
any specified period of time. Demand may be expressed
in kilowatts, kilovolt-amperes, or other suitable units.

13. “Distribution lines.” The utility lines operated at distribu-
tion voltage which are constructed along public roadways
or other bona fide rights-of-way, including easements on
customer’s property.

14. “Elderly.” A person who is 62 years of age or older.

15. “Energy.” Electric energy, expressed in kilowatt-hours.

16. “Handicapped.” A person with a physical or mental con-
dition which substantially contributes to the person’s
inability to manage his or her own resources, carry out
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activities of daily living, or protect oneself from neglect
or hazardous situations without assistance from others.
“Illness.” A medical ailment or sickness for which a resi-
dential customer obtains a verified document from a
licensed medical physician stating the nature of the ill-
ness and that discontinuance of service would be espe-
cially dangerous to the customer’s health.
“Inability to pay.” Circumstances where a residential cus-
tomer:
a. s not gainfully employed and unable to pay, or
b.  Qualifies for government welfare assistance, but has
not begun to receive assistance on the date that he
receives his bill and can obtain verification of that
fact from the government welfare assistance agency.
c. Has an annual income below the published federal
poverty level and can produce evidence of this, and
d. Signs a declaration verifying that the customer
meets one of the above criteria and is either elderly,
handicapped, or suffers from illness.
“Interruptible electric service.” Electric service that is
subject to interruption as specified in the utility’s tariff.
“Kilowatt (kw).” A unit of power equal to 1,000 watts.
“Kilowatt-hour (kwh).” Electric energy equivalent to the
amount of electric energy delivered in one hour when
delivery is at a constant rate of 1 kilowatt.
“Line extension.” The lines and equipment necessary to
extend the electric distribution system of the utility to
provide service to additional customers.
“Master meter.” A meter for measuring or recording the
flow of electricity that has passed through it at a single
location where said electricity is distributed to tenants or
occupants for their individual usage.
“Megawatt (Mw).” A unit of power equal to 1,000,000
watts.
“Meter.” The instrument for measuring and indicating or
recording the flow of electricity that has passed through
it.
“Meter tampering.” A situation where a meter has been
illegally altered. Common examples are meter bypassing,
use of magnets to slow the meter recording, and broken
meter seals.
“Minimum charge.” The amount the customer must pay
for the availability of electric service, including an
amount of usage, as specified in the utility’s tariffs.
“Permanent customer.” A customer who is a tenant or
owner of a service location who applies for and receives
permanent electric service.
“Permanent service.” Service which, in the opinion of the
utility, is of a permanent and established character. The
use of electricity may be continuous, intermittent, or sea-
sonal in nature.
“Person.” Any individual, partnership, corporation, gov-
ernmental agency, or other organization operating as a
single entity.
“Point of delivery.” The point where facilities owned,
leased, or under license by a customer connects to the
utility’s facilities.
“Power.” The rate of generating, transferring, or using
electric energy, usually expressed in kilowatts.
“Premises.” All of the real property and apparatus
employed in a single enterprise on an integral parcel of
land undivided by public streets, alleys or railways.
“Residential subdivision development.” Any tract of land
which has been divided into four or more contiguous lots
with an average size of one acre or less for use for the

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

45.

46.

construction of residential buildings or permanent mobile
homes for either single or multiple occupancy.
“Residential use.” Service to customers using electricity
for domestic purposes such as space heating, air condi-
tioning, water heating, cooking, clothes drying, and other
residential uses and includes use in apartment buildings,
mobile home parks, and other multiunit residential build-
ings.

“Service area.” The territory in which the utility has been
granted a Certificate of Convenience and Necessity and is
authorized by the Commission to provide electric service.
“Service establishment charge.” The charge as specified
in the utility’s tariffs which covers the cost of establishing
a new account.

“Service line.” The line extending from a distribution line
or transformer to the customer’s premises or point of
delivery.

“Service reconnect charge.” The charge as specified in
the utility’s tariffs which must be paid by the customer
prior to reestablishment of electric service each time the
electricity is disconnected for nonpayment or whenever
service is discontinued for failure otherwise to comply
with the utility’s tariffs.

“Service reestablishment charge.” A charge as specified
in the utility’s tariffs for service at the same location
where the same customer had ordered a service discon-
nection within the preceding 12-month period.

“Single family dwelling.” A house, an apartment, a
mobile home permanently affixed to a lot, or any other
permanent residential unit which is used as a permanent
home.

“Tariffs.” The documents filed with the Commission
which list the services and products offered by the utility
and which set forth the terms and conditions and a sched-
ule of the rates and charges, for those services and prod-
ucts.

“Temporary service.” Service to premises or enterprises
which are temporary in character, or where it is known in
advance that the service will be of limited duration. Ser-
vice which, in the opinion of the utility, is for operations
of a speculative character is also considered temporary
service.

“Third-party notification.” A notice sent to an individual
or a public entity willing to receive notification of the
pending discontinuance of service of a customer of record
in order to make arrangements on behalf of said customer
satisfactory to the utility.

“Utility.” The public service corporation providing elec-
tric service to the public in compliance with state law,
except in those instances set forth in R14-2-1612(A) and
(B).

“Weather especially dangerous to health.” That period of
time commencing with the scheduled termination date
when the local weather forecast, as predicted by the
National Oceanographic and Administration Service,
indicates that the temperature will not exceed 32 degrees
Fahrenheit for the next day’s forecast. The Commission
may determine that other weather conditions are espe-
cially dangerous to health as the need arises.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended
by exempt rulemaking at 5 A.A.R. 3933, effective Sep-

tember 24, 1999 (Supp. 99-3). Amended by exempt
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(Supp. 00-4).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-202.

Certificate of Convenience and Necessity for

Electric Utilities

A. Application for new Certificate of Convenience and Necessity.
Six copies of each application for a new Certificate of Conve-
nience and Necessity shall be submitted to the Commission,
through Docket Control, in a form prescribed by the Commis-

sion

tion:

1.

and shall include, at a minimum, the following informa-

The proper name and correct address of the proposed util-
ity company and its owner, if a sole proprietorship, each
partner, if a partnership, or the President and Secretary if
a corporation.

The rates proposed to be charged for the service that will
be rendered.

A financial statement setting forth the financial condition
of the applicant.

Maps of the proposed service area or a description of the
area proposed to be served.

Appropriate city, county and/or state agency approvals,
where appropriate.

The actual number of customers within the service area as
of the time of filing and the estimated number of custom-
ers to be served for each of the first five years of opera-
tion.

Such other information as the Commission by order or
the staff of the Utilities Division by written directive may
request.

B. Application for discontinuance or abandonment of utility ser-

vice
1.

Any utility proposing to discontinue or abandon utility
service currently in use by the public shall prior to such
action obtain authority therefor from the Commission.
The utility shall include in the application, studies of past,
present and prospective customer use of the subject ser-
vice, plant, or facility as is necessary to support the appli-
cation.

An application shall not be required to remove individual
facilities where a customer has requested service discon-
tinuance.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended
by exempt rulemaking at 5 A.A.R. 3933, effective Sep-
tember 24, 1999 (Supp. 99-3). Amended by exempt
rulemaking at 6 A.A.R. 4180, effective October 13, 2000

(Supp. 00-4).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-203.

Establishment of Service

A. Information from new applicants

1.

A utility may obtain the following minimum information

from each new applicant for service:

a.  Name or names of applicant or applicants.

b.  Service address or location and telephone number.

c. Billing address/telephone number, if different than
service address.

d.  Address where service was provided previously.

e. Date applicant will be ready for service.

f.  Indication of whether premises have been supplied
with utility service previously.

g.  Purpose for which service is to be used.

h. Indication of whether applicant is owner or tenant of
or agent for the premises.

i.  Information concerning the energy and demand
requirements of the customer.

j. Type and kind of life-support equipment, if any,
used by the customer.

Customer-specific information shall not be released with-

out specific prior written customer authorization unless

the information is requested by a law enforcement or

other public agency, or is requested by the Commission

or its staff, or is reasonably required for legitimate

account collection activities, or is necessary to provide

safe and reliable service to the customer.

A utility may require a new applicant for service to

appear at the utility’s designated place of business to pro-

duce proof of identity and sign the utility’s application

form.

Where service is requested by two or more individuals

the utility shall have the right to collect the full amount

owed to the utility from any one of the applicants.

B. Deposits

1.

A utility shall not require a deposit from a new applicant
for residential service if the applicant is able to meet any
of the following requirements:

a. The applicant has had service of a comparable
nature with the utility within the past two years and
was not delinquent in payment more than twice
during the last 12 consecutive months or discon-
nected for nonpayment.

b. The applicant can produce a letter regarding credit
or verification from an electric utility where service
of a comparable nature was last received which
states applicant had a timely payment history at time
of service discontinuance.

c. In lieu of a deposit, a new applicant may provide a
Letter of Guarantee from a governmental or non-
profit entity or a surety bond as security for the util-
ity.

The utility may issue a nonnegotiable receipt to the appli-

cant for the deposit. The inability of the customer to pro-

duce such a receipt shall in no way impair his or her right
to receive a refund of the deposit which is reflected on the
utility’s records.

Deposits shall be interest bearing; the interest rate and

method of calculation shall be filed with and approved by

the Commission in a tariff proceeding.

Each utility shall file a deposit refund procedure with the

Commission, through Docket Control, subject to Com-

mission review and approval during a tariff proceeding.

However, each utility’s refund policy shall include provi-

sions for residential deposits and accrued interest to be

refunded or letters of guarantee or surety bonds to expire
after 12 months of service if the customer has not been
delinquent more than twice in the payment of utility bills.
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5. A utility may require a residential customer to establish
or reestablish a deposit if the customer becomes delin-
quent in the payment of two bills within a 12-consecu-
tive- month period or has been disconnected for service
during the last 12 months.

6. The amount of a deposit required by the utility shall be
determined according to the following terms:

a. Residential customer deposits shall not exceed two
times that customer’s estimated average monthly
bill.

b. Nonresidential customer deposits shall not exceed 2
1/2 times that customer’s estimated maximum
monthly bill.

7.  The utility may review the customer’s usage after service
has been connected and adjust the deposit amount based
upon the customer’s actual usage.

8. A separate deposit may be required for each meter
installed.

9. If a utility Distribution Company’s customer with an
established deposit elects to take competitive services
from an Electric Service Provider, and is not currently
delinquent in payments to the Utility Distribution Com-
pany, the Utility Distribution Company will refund a por-
tion of the customer’s deposit in proportion to the
expected decrease in monthly billing. A customer return-
ing to Standard Offer Service may be required to increase
an established deposit in proportion to the expected
increase in monthly billing.

C. Grounds for refusal of service. A utility may refuse to estab-
lish service if any of the following conditions exist:

1. The applicant has an outstanding amount due for the
same class of utility service with the utility, and the appli-
cant is unwilling to make arrangements with the utility
for payment.

2. A condition exists which in the utility’s judgment is
unsafe or hazardous to the applicant, the general popula-
tion, or the utility’s personnel or facilities.

3.  Refusal by the applicant to provide the utility with a
deposit when the customer has failed to meet the credit
criteria for waiver of deposit requirements.

4. Customer is known to be in violation of the utility’s tar-
iffs filed with the Commission.

5. Failure of the customer to furnish such funds, service,
equipment, or rights-of-way necessary to serve the cus-
tomer and which have been specified by the utility as a
condition for providing service.

6. Applicant falsifies his or her identity for the purpose of
obtaining service.

D. Service establishments, re-establishments or reconnection
charge

1. Each utility may make a charge as approved by the Com-
mission for the establishment, reestablishment, or recon-
nection of utility services, including transfers between
Electric Service Providers.

2. Should service be established during a period other than
regular working hours at the customer’s request, the cus-
tomer may be required to pay an after-hour charge for the
service connection. Where the utility scheduling will not
permit service establishment on the same day requested,
the customer can elect to pay the after-hour charge for
establishment that day or the customer’s service will be
established on the next available normal working day.

3. For the purpose of this rule, the definition of service
establishments are where the customer’s facilities are
ready and acceptable to the utility and the utility needs
only to install a meter, read a meter, or turn the service on.

4. Service establishments with an Electric Service Provider
will be scheduled for the next regular meter read date if
the direct access service request is provided 15 calendar
days prior to that date and appropriate metering equip-
ment is in place. If a direct access service request is made
in less than 15 days prior to the next regular read date,
service will be established at the next regular meter read
date thereafter. The utility may offer after-hours or earlier
service for a fee. This Section shall not apply to the estab-
lishment of new service but is limited to a change of pro-
viders of existing electric service.

E. Temporary service

1. Applicants for temporary service may be required to pay
the utility, in advance of service establishment, the esti-
mated cost of installing and removing the facilities neces-
sary for furnishing the desired service.

2. Where the duration of service is to be less than one
month, the applicant may also be required to advance a
sum of money equal to the estimated bill for service.

3. Where the duration of service is to exceed one month, the
applicant may also be required to meet the deposit
requirements of the utility.

4. If at any time during the term of the agreement for ser-
vices the character of a temporary customer’s operations
changes so that in the opinion of the utility the customer
is classified as permanent, the terms of the utility’s line
extension rules shall apply.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended
by an emergency action effective August 10, 1998, pursu-
ant to A.R.S. § 41-1026, in effect for a maximum of 180

days (Supp. 98-3). Emergency amendment replaced by

exempt permanent amendment effective December 31,
1998 (Supp. 98-4). Amended by exempt rulemaking at 5
A.A.R. 3933, effective September 24, 1999 (Supp. 99-3).
Amended by exempt rulemaking at 6 A.A.R. 4180, effec-

tive October 13, 2000 (Supp. 00-4).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-204. Minimum Customer Information Requirements
A. Information for residential customers

1. A utility shall make available upon customer request not
later than 15 days from the date of request a concise sum-
mary of the rate schedule applied for by such customer.
The summary shall include the following:

a.  The monthly minimum or customer charge, identify-
ing the amount of the charge and the specific amount
of usage included in the minimum charge, where
applicable.

b. Rate blocks, where applicable.

c.  Any adjustment factor and method of calculation.

2. The utility shall to the extent practical identify its tariff
that is most advantageous to the customer and notify the
customer of such prior to service commencement.

3. In addition, a utility shall make available upon customer
request, not later than 60 days from date of service com-
mencement, a concise summary of the utility’s tariffs or
the Commission’s rules and regulations concerning:

a. Deposits

b.  Termination of service
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c. Billing and collection
d. Complaint handling.

4.  Each utility upon request of a customer shall transmit a
written statement of actual consumption by such cus-
tomer for each billing period during the prior 12 months
unless such data is not reasonably ascertainable.

5. Each utility shall inform all new customers of their right
to obtain the information specified above.

B. Information required due to changes in tariffs

1. Each utility shall transmit to affected customers a concise
summary of any change in the utility’s tariffs affecting
those customers.

2. This information shall be transmitted to the affected cus-
tomer within 60 days of the effective date of the change.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
by an emergency action effective August 10, 1998, pursu-
ant to A.R.S. § 41-1026, in effect for a maximum of 180
days (Supp. 98-3). Emergency amendment replaced by
exempt permanent amendment effective December 31,
1998 (Supp. 98-4). Amended by exempt rulemaking at 5
A.A.R. 3933, effective September 24, 1999 (Supp. 99-3).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-205. Master Metering
A. Mobile home parks -- new construction/expansion

1. A utility shall refuse service to all new construction or
expansion of existing permanent residential mobile home
parks unless the construction or expansion is individually
metered by the utility. Line extensions and service con-
nections to serve such expansion shall be governed by the
line extension and service connection tariff of the appro-
priate utility.

2. Permanent residential mobile home parks for the purpose
of this rule shall mean mobile home parks where, in the
opinion of the utility, the average length of stay for an
occupant is a minimum of six months.

3. For the purpose of this rule, expansion means the acquisi-
tion of additional real property for permanent residential
spaces in excess of that existing at the effective date of
this rule.

B. Residential apartment complexes, condominiums, and other
multiunit residential buildings

1. Master metering shall not be allowed for new construc-
tion of apartment complexes and condominiums unless
the building or buildings will be served by a centralized
heating, ventilation or air conditioning system and the
contractor can provide to the utility an analysis demon-
strating that the central unit will result in a favorable cost/
benefit relationship.

2. At a minimum, the cost/benefit analysis should consider
the following elements for a central unit as compared to
individual units:

Equipment and labor costs,

Financing costs,

Maintenance costs,

Estimated kwh usage,

Estimated kw demand on a coincident demand and
noncoincident demand basis (for individual units),

f.  Cost of meters and installation, and

opoos

g. Customer accounting cost (one account vs. several
accounts).

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
by exempt rulemaking at 5 A.A.R. 3933, effective Sep-
tember 24, 1999 (Supp. 99-3).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-206. Service Lines and Establishments
A. Priority and timing of service establishments

1. After an applicant has complied with the utility’s applica-
tion and deposit requirements and has been accepted for
service by the utility, the utility shall schedule that cus-
tomer for service establishment.

2. Service establishments shall be scheduled for completion
within five working days of the date the customer has
been accepted for service, except in those instances when
the customer requests service establishment beyond the
five working day limitation.

3. When a utility has made arrangements to meet with a cus-
tomer for service establishment purposes and the utility
or the customer cannot make the appointment during the
prearranged time, the utility shall reschedule the service
establishment to the satisfaction of both parties.

4. A utility shall schedule service establishment appoint-
ments within a maximum range of four hours during nor-
mal working hours, unless another time-frame is
mutually acceptable to the utility and the customer.

5. Service establishments shall be made only by qualified
utility service personnel.

6. For the purposes of this rule, service establishments are
where the customer’s facilities are ready and acceptable
to the utility and the utility needs only to install or read a
meter or turn the service on.

B. Service lines

1. Customer provided facilities

a. Each applicant for services shall be responsible for
all inside wiring including the service entrance and
meter socket.

b. Meters and service switches in conjunction with the
meter shall be installed in a location where the
meters will be readily and safely accessible for read-
ing, testing and inspection and where such activities
will cause the least interference and inconvenience
to the customer. However, the meter locations shall
not be on the front exterior wall of the home; or in
the carport or garage, unless mutually agreed to
between the home builder or customer and the util-
ity. The customer shall provide, without cost to the
utility, at a suitable and easily accessible location,
sufficient and proper space for installation of meters.

c.  Where the meter or service line location on the cus-
tomer’s premises is changed at the request of the
customer or due to alterations on the customer’s
premises, the customer shall provide and have
installed at his expense all wiring and equipment
necessary for relocating the meter and service line
connection and the utility may make a charge for
moving the meter or service line.

2. Company provided facilities
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a.  Each utility shall file, in Docket Control, for Com-
mission approval, a service line tariff which defines
the maximum footage or equipment allowance to be
provided by the utility at no charge. The maximum
footage or equipment allowance may be differenti-
ated by customer class.

b.  The cost of any service line in excess of that allowed
at no charge shall be paid for by the customer as a
contribution in aid of construction.

c. A customer requesting an underground service line
in an area served by overhead facilities shall pay for
the difference between an overhead service connec-
tion and the actual cost of the underground connec-
tion as a nonrefundable contribution.

C. Easements and rights-of-way

1. Each customer shall grant adequate easement and right-
of-way satisfactory to the utility to ensure that customer’s
proper service connection. Failure on the part of the cus- B.
tomer to grant adequate easement and right-of-way shall
be grounds for the utility to refuse service.

2. When a utility discovers that a customer or customer’s
agent is performing work or has constructed facilities
adjacent to or within an easement or right-of-way and
such work, construction or facility poses a hazard or is in
violation of federal, state or local laws, ordinances, stat-
utes, rules or regulations, or significantly interferes with
the utility’s access to equipment, the utility shall notify
the customer or customer’s agent and shall take whatever
actions are necessary to eliminate the hazard, obstruction,
or violation at the customer’s expense.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
by exempt rulemaking at 5 A.A.R. 3933, effective Sep-
tember 24, 1999 (Supp. 99-3). Amended by exempt
rulemaking at 6 A.A.R. 4180, effective October 13, 2000
(Supp. 00-4).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General certification provisions of C.
the Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not certified by
the Attorney General.

R14-2-207. Line Extensions
A. General requirements

1. Each utility shall file, in Docket Control, for Commission
approval, a line extension tariff which incorporates the
provisions of this rule and specifically defines the condi-
tions governing line extensions.

2. Upon request by an applicant for a line extension, the
utility shall prepare, without charge, a preliminary sketch
and rough estimate of the cost of installation to be paid by
said applicant.

3. Any applicant for a line extension requesting the utility to
prepare detailed plans, specifications, or cost estimates
may be required to deposit with the utility an amount
equal to the estimated cost of preparation. The utility
shall, upon request, make available within 90 days after
receipt of the deposit referred to above, such plans, speci-
fications, or cost estimates of the proposed line extension.
Where the applicant authorizes the utility to proceed with
construction of the extension, the deposit shall be cred-
ited to the cost of construction; otherwise the deposit
shall be nonrefundable. If the extension is to include
oversizing of facilities to be done at the utility’s expense,

appropriate details shall be set forth in the plans, specifi-
cations and cost estimates. Subdivisions providing the
utility with approved plats shall be provided with plans,
specifications, or cost estimates within 45 days after
receipt of the deposit referred to above.

Where the utility requires an applicant to advance funds
for a line extension, the utility shall furnish the applicant
with a copy of the line extension tariff of the appropriate
utility prior to the applicant’s acceptance of the utility’s
extension agreement.

All line extension agreements requiring payment by the
applicant shall be in writing and signed by each party.
The provisions of this rule apply only to those applicants
who in the utility’s judgment will be permanent custom-
ers of the utility. Applications for temporary service shall
be governed by the Commission’s rules concerning tem-
porary service applications.

Minimum written agreement requirements

1.

2.

Each line extension agreement shall, at a minimum,

include the following information:

a. Name and address of applicant or applicants;

b. Proposed service address or location;

c. Description of requested service;

d. Description and sketch of the requested line exten-
sion;

e. A cost estimate to include materials, labor, and other
costs as necessary;

. Payment terms;

g. A concise explanation of any refunding provisions,
if applicable;

h.  The utility’s estimated start date and completion date
for construction of the line extension; and

i. A summary of the results of the economic feasibility
analysis performed by the utility to determine the
amount of advance required from the applicant for
the proposed line extension.

Each applicant shall be provided with a copy of the writ-

ten line extension agreement.

Line extension requirements. Each line extension tariff shall
include the following provisions:

1.

A maximum footage or equipment allowance to be pro-
vided by the utility at no charge. The maximum footage
or equipment allowance may be differentiated by cus-
tomer class.

An economic feasibility analysis for those extensions
which exceed the maximum footage or equipment allow-
ance. Such economic feasibility analysis shall consider
the incremental revenues and costs associated with the
line extension. In those instances where the requested line
extension does not meet the economic feasibility criteria
established by the utility, the utility may require the cus-
tomer to provide funds to the utility, which will make the
line extension economically feasible. The methodology
employed by the utility in determining economic feasibil-
ity shall be applied uniformly and consistently to each
applicant requiring a line extension.

The timing and methodology by which the utility will
refund any advances in aid of construction as additional
customers are served off the line extension. The customer
may request an annual survey to determine if additional
customers have been connected to and are using service
from the extension. In no case shall the amount of the
refund exceed the amount originally advanced.

All advances in aid of construction shall be noninterest
bearing.
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5. Ifafter five years from the utility’s receipt of the advance,
the advance has not been totally refunded, the advance
shall be considered a contribution in aid of construction
and shall no longer be refundable.

D. Residential subdivision development and permanent mobile
home parks. Each utility shall submit as a part of its line exten-
sion tariff separate provisions for residential subdivision
developments and permanent mobile home parks.

E. Single phase underground extensions in subdivision develop-
ments
1. Extensions of single phase electric lines necessary to fur-

nish permanent electric service to new residential build-
ings or mobile homes within a subdivision, in which
facilities for electric service have not been constructed,
for which applications are made by a developer shall be
installed underground in accordance with the provisions
set forth in this rule except where it is not feasible from
an engineering, operational, or economic standpoint.

2. Rights-of-way easements
a.  The utility shall construct or cause to be constructed

and shall own, operate, and maintain all under-
ground electric distribution and service lines along
public streets, roads, and highways and on public
lands and private property which the utility has the
legal right to occupy.

b. Rights-of-way and easements suitable to the utility
must be furnished by the developer at no cost to the
utility and in reasonable time to meet service
requirements. No underground electric facilities
shall be installed by a utility until the final grades
have been established and furnished to the utility. In
addition, the easement strips, alleys and streets must
be graded to within six inches of final grade by the
developer before the utility will commence con-
struction. Such clearance and grading must be main-
tained by the developer during construction by the
utility.

c. If, subsequent to construction, the clearance or grade
is changed in such a way as to require relocation of
the underground facilities or results in damage to
such facilities, the cost of such relocation or result-
ing repairs shall be borne by the developer.

3. Installation of single phase underground electric lines
within a subdivision
a. The developer shall provide the trenching, backfill

(including any imported backfill required), compac-
tion, repaving, and any earthwork for pull boxes and
transformer pad sites required to install the under-
ground electric system all in accordance with the
specifications and schedules of the utility.

b.  Each utility shall inspect the trenching provided by
the developer within 24 hours after a mutually
agreed upon trench opening date, and allow for
phased inspection of trenching as mutually agreed
upon by the developer and utility. In all cases, the
utility shall make every effort to expedite the inspec-
tion of developer provided trenching. The utility
shall assume responsibility for the trench within
three working days after the utility has inspected and F.
approved the trenching.

c. The utility shall install or cause to be installed
underground electric lines and related equipment
with sufficient capacity and suitable materials that
ensure adequate and reasonable electric service in
the foreseeable future and in accordance with the
applicable provisions of Institute of Electrical and

Electronic Engineers, Inc., Pub. No. C2-2007, The
National Electrical Safety Code (2007), including no
future editions or amendments, which is incorpo-
rated by reference, on file with the Commission, and
published by and available from the Institute of
Electrical and Electronic Engineers, Inc., 3 Park
Avenue, 17th Floor, New York, New York 10016,
and through http://ieeexplore.icee.org.

Underground service lines from underground resi-
dential distribution systems shall be owned, oper-
ated and maintained by the utility, and shall be
installed pursuant to its effective underground line
extension and service connection tariffs on file with
the Commission.

4.  Special conditions

a.

When the application of any of the provisions of
subsection (E) appears to either party not to be feasi-
ble from an engineering, operational, or economic
standpoint, the utility or the developer may refer the
matter to the Commission for a determination as to
whether an exception to the underground policy
expressed within the provisions of this rule is war-
ranted. Interested third parties may present their
views to the Commission in conjunction with such
referrals.

Notwithstanding any provision of this regulation to
the contrary, no utility shall construct overhead sin-
gle phase electric lines in any new subdivision to
which this rule is applicable and which is contiguous
to another subdivision in which electric service is
furnished underground without the approval of the
Commission.

Underground service lines installed pursuant to sub-
section (E) and accepted by the utility shall not be
replaced with an overhead distribution pole line
except upon a verified application of the utility, as
stated in subsection (E)(4)(a).

5. Nonapplicability

a.

Any underground electric distribution system requir-
ing more than single phase service is not covered by
this regulation and shall be constructed pursuant to
the effective line extension rules and regulations or
policies of the affected utility on file with the Com-
mission.

If there are one or more existing distribution pole
lines or lines on or across a recorded subdivision at
the time of the application for electrical service for
the subdivision and the line will be utilized in the
subdivision. (This would not apply if the pole line
were serving a building or groups of buildings or
any other type of service which would be removed
before construction is finished.)

A distribution pole line that parallels a boundary of a
subdivision and this line can serve lots within the
subdivision.

Subdivisions recorded prior to the effective date of
this rule shall be governed by the terms and condi-
tions of subsection (E).

Ownership of facilities. Any facilities installed hereunder shall
be the sole property of the utility.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended
subsection (E)(3)(c) effective April 1, 1986 (Supp. 86-2).
Amended effective August 6, 1991 (Supp. 91-3).
Amended effective August 16, 1996 (Supp. 96-3).
Amended by exempt rulemaking at 5 A.A.R. 2054, effec-
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tive June 4, 1999 (Supp. 99-2). Amended by exempt
rulemaking at 5 A.A.R. 3933, effective September 24,
1999 (Supp. 99-3). Amended to correct subsection num-
bering (Supp. 99-4). Amended by exempt rulemaking at 6
A.AR. 4180, effective October 13, 2000 (Supp. 00-4).
Amended by final rulemaking at 15 A.A.R. 1933, effec-
tive December 27, 2009 (Supp. 09-4).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-208. Provision of Service

A. Utility responsibility
1. Each utility shall be responsible for the safe transmission

and distribution of electricity until it passes the point of
delivery to the customer.

2. The entity having control of the meter shall be responsi-
ble for maintaining in safe operating condition all meters,
equipment, and fixtures installed on the customer’s prem-
ises by the entity for the purposes of delivering electric
service to the customer.

3. The Utility Distribution Company may, at its option,
refuse service until the customer has obtained all required
permits and inspections indicating that the customer’s
facilities comply with local construction and safety stan-
dards. E.

B. Customer responsibility
1.  Each customer shall be responsible for maintaining all

customer facilities on the customer’s side of the point of
delivery in safe operating condition.

2. Each customer shall be responsible for safeguarding all
utility property installed in or on the customer’s premises
for the purpose of supplying utility service to that cus-
tomer.

3. Each customer shall exercise all reasonable care to pre-
vent loss or damage to utility property, excluding ordi-
nary wear and tear. The customer shall be responsible for
loss of or damage to utility property on the customer’s F.
premises arising from neglect, carelessness, or misuse
and shall reimburse the utility for the cost of necessary
repairs or replacements.

4.  Each customer shall be responsible for payment for any
equipment damage and estimated unmetered usage result-
ing from unauthorized breaking of seals, interfering, tam-
pering, or bypassing the utility meter.

5. Each customer shall be responsible for notifying the util-
ity of any equipment failure identified in the utility’s
equipment.

C. Continuity of service. Each utility shall make reasonable
efforts to supply a satisfactory and continuous level of service.
However, no utility shall be responsible for any damage or
claim of damage attributable to any interruption or discontinu-
ation of service resulting from:

1. Any cause against which the utility could not have rea-
sonably foreseen or made provision for, that is, force
majeure.

2. Intentional service interruptions to make repairs or per-
form routine maintenance.

3. Curtailment.

D. Service interruptions

1. Each utility shall make reasonable efforts to reestablish
service within the shortest possible time when service
interruptions occur.

2. Each utility shall make reasonable provisions to meet
emergencies resulting from failure of service, and each
utility shall issue instructions to its employees covering
procedures to be followed in the event of emergency in
order to prevent or mitigate interruption or impairment of
service.

3. In the event of a national emergency or local disaster
resulting in disruption of normal service, the utility may,
in the public interest, interrupt service to other customers
to provide necessary service to civil defense or other
emergency service agencies on a temporary basis until
normal service to these agencies can be restored.

4.  When a utility plans to interrupt service for more than
four hours to perform necessary repairs or maintenance,
the utility shall attempt to inform affected customers at
least 24 hours in advance of the scheduled date and esti-
mated duration of the service interruption. Such repairs
shall be completed in the shortest possible time to mini-
mize the inconvenience to the customers of the utility.

5. The Commission, Consumer Services Section, shall be
notified of interruption in service affecting the entire sys-
tem or any significant portion thereof. The interruption of
service and cause shall be reported by telephone to the
Commission within two hours after the responsible repre-
sentative of the utility becomes aware of said interruption
and followed by a written report to the Commission.

Curtailment. Each utility shall file with the Commission,
through Docket Control, as a part of its general tariffs a proce-
dural plan for handling severe supply shortages or service cur-
tailments. The plan shall provide for equitable treatment of
individual customer classes in the most reasonable and effec-
tive manner given the existing circumstances. When the avail-
ability of service is so restricted that the reduction of service
on a proportionate basis to all customer classes will not main-
tain the integrity of the total system, the utility shall develop
procedures to curtail service giving service priority to those
customers and customer classes where health, safety and wel-
fare would be adversely affected.

Construction standard and safety

1. Each utility shall construct all facilities in accordance
with the provisions of Institute of Electrical and Elec-
tronic Engineers, Inc., Pub. No. C2-2007, The National
Electrical Safety Code (2007), which is incorporated by
reference in R14-2-207(E)(3)(c), and American Society
of Mechanical Engineers, Pub. No. ANSI/ASME B31.1-
2007, Power Piping (2007), including no future editions
or amendments, which is incorporated by reference, on
file with the Commission, and published by and available
from the American Society of Mechanical Engineers, 3
Park Avenue, New York, New York 10016, and through
http://catalog.asme.org.

2. Each utility shall adopt a standard alternating nominal
voltage or standard alternating nominal voltages (as may
be required by its distribution system) for its entire ser-
vice area or for each of the several districts into which the
system may be divided, which standard voltage or volt-
ages shall be stated in the rules and regulations of each
utility and shall be measured at the customer’s service
entrance. Each utility shall, under normal operating con-
ditions, maintain its standard voltage or voltages within
the limits of National Electrical Manufacturers Associa-
tion, Pub. No. ANSI C84.1-2006, American National
Standard for Electric Power Systems and Equipment-
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Voltage Ratings (60 Hertz) (2006), including no future

editions or amendments, which is incorporated by refer-

ence, on file with the Commission, and published by and 9.

available from the National Electrical Manufacturers as practical.

Association, 1300 North 17th Street, Suite 1752, Rosslyn, B. Measuring of service

Virginia 22209, and through http://www.nema.org. 1. All energy sold to customers and all energy consumed by
the utility, except that sold according to fixed charge
schedules, shall be measured by commercially acceptable
measuring devices, except where it is impractical to
install meters, such as street lighting or security lighting,
or where otherwise authorized by the Commission.

2. When there is more than one meter at a location, the
metering equipment shall be so tagged or plainly marked
as to indicate the circuit metered or metering equipment.

3. Meters which are not direct reading shall have the multi-
plier plainly marked on the meter.

4.  All charts taken from recording meters shall be marked
with the date of the record, the meter number, customer,
and chart multiplier.

5. Metering equipment shall not be set “fast” or “slow” to
compensate for supply transformer or line losses.

C. Meter rereads
1. Each utility or Meter Reading Service Provider shall at

14AAC.2

uled cycle read date, the Electric Service Provider may
estimate the reads.
Meters shall be read monthly on as close to the same day

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
subsections (D)(5) and (F)(1) and (2) effective April 1,
1986 (Supp. 86-2). Amended effective February 8, 1991
(Supp. 91-1). Amended effective August 16, 1996 (Supp.
96-3). Amended by an emergency action effective August
10, 1998, pursuant to A.R.S. § 41-1026, in effect for a
maximum of 180 days (Supp. 98-3). Emergency amend-
ment replaced by exempt permanent amendment effec-
tive December 31, 1998 (Supp. 98-4). Amended by
exempt rulemaking at 5 A.A.R. 2054, effective June 4,
1999 (Supp. 99-2). Amended by exempt rulemaking at 5
A.A.R. 3933, effective September 24, 1999 (Supp. 99-3).
Amended to correct subsection numbering (Supp. 99-4).
Amended by exempt rulemaking at 6 A.A.R. 4180, effec-
tive October 13, 2000 (Supp. 00-4). Amended by final
rulemaking at 15 A.A.R. 1933, effective December 27,

2009 (Supp. 09-4).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the

the request of a customer, or the customer’s Electric Ser-
vice Provider, Utility Distribution Company (as defined
in R14-2-1601), or billing entity reread that customer’s
meter within 10 working days after such a request.

Arizona Administrative Procedure Act (State ex. rel. Corbin v. 2. Any reread may be charged to the customer, or the cus-

Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301 tomer’s Electric Service Provider, Utility Distribution

(App. 1992)), as determined by the Corporation Commission. This Company (as defined in R14-2-1601), or billing entity

exemption means that the rules as amended were not approved by making the request at a rate on file and approved by the

the Attorney General. Commission, provided that the original reading was not
. in error.

R14-2-209.  Meter Reading 3. When areading is found to be in error, the reread shall be

A. Company or customer meter reading

at no charge to the customer, or the customer’s Electric

L. E.a ch utility, billing enti.ty, or Meter Reading SerViC? Pro- Service Provider, Utility Distribution Company (as
vider may at its discretion allow for customer reading of defined in R1 4_2_’1 601), or billing entity.
meters. . ) ) .
o . D. Access to customer premises. Each utility shall have the right
2. 1‘ shall b.e the resp on51b.111ty of the utility or Meter Read- of safe ingress to and egress from the customer’s premises at
1n{; Ser\g? Provider to inform the customer how to prop- all reasonable hours for any purpose reasonably connected
erly read his meter. . . with property used in furnishing service and the exercise of
3. Where a customer .reads h1.s own _meter, the utility or any and all rights secured to it by law or these rules.
Meter Reladmg Service Pr9V1der VLIH read the customer’s E. Meter testing and maintenance program.
meter at least once every six months. , 1. Each utility shall file with the Commission, through the
4. T.h e utility, bllllpg entity, or Meter .Readmg Serv%ce Pro- Compliance Section, a plan for the routine maintenance
vider shall provide the customer with posta'ge—pald cards and replacement of meters that meets the requirements of
or other _n}ethods to report the. rnonthly.readmg.. National Electrical Manufacturers Association, Pub. No.
3. Each utility or Meter Reading Service Provider shall ANSI C12.1-2008, American National Standard for Elec-
specify the timing requirements for the customer to sub- tric Meters: Code for Electricity Metering (2008), includ-
mit his or her monthly meter reading to conform with the ing no future editions or amendments W’hiCh is
6 1&?}11“}’ s ]ljlllh]glg cyc;le.s ice Provider i ble f incorporated by reference, on file with the Commission,
’ ere the Electric Service Provider is responsible for and published by and available from the National Electri-
m.eter. reading, reads will b_e _avallab_le for .th? Utility Dis- cal Manufacturers Association, 1300 North 17th Street,
tribution Company’s or b1}11ng entity’s billing cycle fgr Suite 1752, Rosslyn, Virginia 22209, and through
that customer, or as otherwise agreed upon by the Electric Www.nema ;)r o ’ ’
Sgr_vice Pr_oVider and the Utility Distribution Company or 2. Each utility shall file an annual report with the Commis-
billing entity. . . . sion, through Docket Control, summarizing the results of
7. lp the event Fhe customer fall.s to S“b?mt the reading on the meter maintenance and testing program for that year.
time, the utility or billing entity may issue the customer At a minimum, the report should include the following
an estimated bill. data: ’
8. In the event the Electric Service Provider responsible for ’

meter reading fails to deliver reads to the Meter Reading
Service Provider server within three days of the sched-
uled cycle read date, the Affected Utility may estimate
the reads. In the event the Affected Utility responsible for
meter reading fails to deliver reads to the Meter Reader
Service Provider server within three days of the sched-

a.  Total number of meters tested, at company initiative
or upon customer request.

b. Number of meters tested that were outside the
acceptable error allowance of +3%.

F. Request for meter tests. A utility or Meter Service Provider
shall test a meter upon the request of the customer, or the cus-
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tomer’s Electric Service Provider, Utility Distribution Com-
pany (as defined in R14-2-1601), or billing entity, and each
utility or billing entity shall be authorized to charge the cus-
tomer, or the customer’s Electric Service Provider, Utility Dis-
tribution Company (as defined in R14-2-1601), or billing
entity for such meter test according to the tariff on file and
approved by the Commission. However, if the meter is found
to be in error by more than 3%, no meter testing fee will be
charged to the customer, or the customer’s Electric Service

Provider, Utility Distribution Company, or billing entity.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
subsection (E)(1) effective April 1, 1986 (Supp. 86-2).
Amended effective February 8, 1991 (Supp. 91-1).
Amended effective August 16, 1996 (Supp. 96-3).
Amended by an emergency action effective August 10,
1998, pursuant to A.R.S. § 41-1026, in effect for a maxi-
mum of 180 days (Supp. 98-3). Emergency amendment
replaced by exempt permanent amendment effective
December 31, 1998 (Supp. 98-4). Amended by exempt
rulemaking at 5 A.A.R. 3933, effective September 24,
1999 (Supp. 99-3). Amended by exempt rulemaking at 6
A.AR. 4180, effective October 13, 2000 (Supp. 00-4).

Amended by final rulemaking at 15 A.A.R. 1933, effec-

tive December 27, 2009 (Supp. 09-4).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-210.

Billing and Collection

A. Frequency and estimated bills

1.

Unless otherwise approved by the Commission, the util-
ity or billing entity shall render a bill for each billing
period to every customer in accordance with its applica-
ble rate schedule and may offer billing options for the ser-
vices rendered. Meter readings shall be scheduled for
periods of not less than 25 days or more than 35 days
without customer authorization. If the utility or Meter
Reading Service Provider changes a meter reading route
or schedule resulting in a significant alteration of billing
cycles, notice shall be given to the affected customers.

c.  When the utility or Meter Reading Service Provider
is unable to obtain access to the customer’s premises
for the purpose of reading the meter, or in situations
where the customer makes it unnecessarily difficult
to gain access to the meter, that is, locked gates,
blocked meters, vicious or dangerous animals. If the
utility or Meter Reading Service Provider is unable
to obtain an actual reading for these reasons, it shall
undertake reasonable alternatives to obtain a cus-
tomer reading of the meter.

d. Due to customer equipment failure, a one-month
estimation will be allowed. Failure to remedy the
customer equipment condition will result in penal-
ties for Meter Service Providers as imposed by the
Commission.

e. To facilitate timely billing for customers using load
profiles.

After the third consecutive month of estimating the cus-

tomer’s bill due to lack of meter access, the utility or

Meter Reading Service Provider will attempt to secure an

accurate reading of the meter. Failure on the part of the

customer to comply with a reasonable request for meter
access may lead to discontinuance of service.

A utility or billing entity may not render a bill based on

estimated usage if:

a. The estimating procedures employed by the utility
or billing entity have not been approved by the Com-
mission.

b.  The billing would be the customer’s first or final bill
for service.

c. The customer is a direct-access customer requiring
load data.

d.  The utility can obtain customer-supplied meter read-
ings to determine usage.

When a utility or billing entity renders an estimated bill in

accordance with these rules, it shall:

a. Maintain accurate records of the reasons therefor
and efforts made to secure an actual reading;

b. Clearly and conspicuously indicate that it is an esti-
mated bill and note the reason for its estimation.

B. Combining meters, minimum bill information

1.

Each meter at a customer’s premise will be considered
separately for billing purposes, and the readings of two or
more meters will not be combined unless otherwise pro-
vided for in the utility’s tariffs. This provision does not
apply in the case of aggregation of competitive services

2. Each billing statement rendered by the utility or billing as described in R14-2-1601
entity Shal.l be comp ut.e.d on the actual usage dur.mg the 2. Each bill for residential service will contain the following
billing period. If the utility or Meter Reading Service Pro- minimum information:
V%d?r is un_able to obtgin an actual reading, the utility_or a. The beginning and ending meter readings of the bill-
].jllhng entity may estimate thg consumption for the bill- ing period, the dates thereof, and the number of days
ing period giving consideration the following factors in the billiilg period; ’
where applicable: . b. The date when the bill will be considered due and
a. The customer’s usage during the same month of the the date when it will be delinquent, if not the same;
previous year, . Billi demand (if d), basi thl
b. The amount of usage during the preceding month. ¢ S el rvllrﬁ EIS;%;: ;rrlgatr(l)t agl a;ﬂn :l?slt’liﬁle)f asic montly
3. Estimated bills will be issued only under the following d Rate schedule ’number or service offér'
conditions unless otherwise approved by the Commis- e' Customer’s name and service account7number'
ston: .. . f.  Any previous balance;
a.  When extreme weather conditions, emergencies, or g Fuel adjustment cost, where applicable;
wqu stoppages prevent actual meter readings. h. License, occupation, gross receipts, franchise, and
b. Failure of a customer who reads his own meter to sales taxes:
dReh‘é?r h1ss me terPreaqilng to the u(;ﬂlty or‘I\I:Ietli:r i.  The address and telephone numbers of the Electric
eading Service Provider in accordance with the Service Provider, and/or the Utility Distribution
requirements of the utility or Meter Reading Service Company, designating where the customer may ini-
Provider billing cycle. ’
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tiate an inquiry or complaint concerning the bill or
services rendered;

j. The Arizona Corporation Commission address and
toll-free telephone numbers;

k.  Other unbundled rates and charges.

C. Billing terms

1. All bills for utility services are due and payable no later
than 15 days from the date of the bill. Any payment not
received within this time-frame shall be considered delin- F.
quent and could incur a late payment charge.

2. For purposes of this rule, the date a bill is rendered may
be evidenced by:

a.  The postmark date;

b.  The mailing date;

c.  The billing date shown on the bill (however, the bill-
ing date shall not differ from the postmark or mail-
ing date by more than two days); and

d.  The transmission date for electronic bills.

3. All delinquent bills shall be subject to the provisions of
the utility’s termination procedures.

4.  All payments shall be made at or mailed to the office of
the utility or to the utility’s authorized payment agency or
the office of the billing entity. The date on which the util-
ity actually receives the customer’s remittance is consid-
ered the payment date.

D. Applicable tariffs, prepayment, failure to receive, commence-
ment date, taxes

1. Each customer shall be billed under the applicable tariff G.
indicated in the customer’s application for service.

2. Each utility or billing entity shall make provisions for
advance payment of utility services.

3. Failure to receive bills or notices which have been prop-
erly placed in the United States mail shall not prevent
such bills from becoming delinquent nor relieve the cus-
tomer of his obligations therein.

4. Charges for electric service commence when the service
is actually installed and connection made, whether used
or not. A minimum one-month billing period is estab-
lished on the date the service is installed (excluding land-
lord/utility special agreements).

5. Charges for services disconnected after one month shall
be prorated back to the customer of record.

E. Meter error corrections

1. If a tested meter is found to be more than 3% in error,
either fast or slow, the correction of previous bills will be
made under the following terms allowing the utility or
billing entity to recover or refund the difference:

a. Ifthe date of the meter error can be definitely fixed,
the utility or billing entity shall adjust the customer’s
billings back to that date. If the customer has been
underbilled, the utility or billing entity will allow the
customer to repay this difference over an equal
length of time that the underbillings occurred. The
customer may be allowed to pay the backbill without
late payment penalties, unless there is evidence of
meter tampering or energy diversion.

b. If it is determined that the customer has been over-
billed and there is no evidence of meter tampering or
energy diversion, the utility or billing entity will
make prompt refunds in the difference between the
original billing and the corrected billing within the
next billing cycle.

2. No adjustment shall be made by the utility except to the
customer last served by the meter tested. H.

3. Any underbilling resulting from a stopped or slow meter,
utility or Meter Reading Service Provider meter reading

error, or a billing calculation shall be limited to three
months for residential customers and six months for non-
residential customers. However, if an underbilling by the
utility occurs due to inaccurate, false, or estimated infor-
mation from a third party, then that utility will have a
right to backbill that third party to the point in time that
may be definitely fixed, or 12 months. No such limitation
will apply to overbillings.

Insufficient funds (NSF) or returned checks

1.

A utility or billing entity shall be allowed to recover a fee,
as approved by the Commission in a tariff proceeding, for
cach instance where a customer tenders payment for elec-
tric service with a check or other financial instrument
which is returned by the customer’s bank or other finan-
cial institution.

When the utility or billing entity is notified by the cus-
tomer’s bank or other financial institution that the check
or financial instrument tendered for utility service will
not clear, the utility or billing entity may require the cus-
tomer to make payment in cash, by money order, certified
check, or other means to guarantee the customer’s pay-
ment.

A customer who tenders such a check or financial instru-
ment shall in no way be relieved of the obligation to ren-
der payment to the utility or billing entity under the
original terms of the bill nor defer the utility’s provision
of termination of service for nonpayment of bills.

Levelized billing plan

1.

2.

Each utility may, at its option, offer its customers a level-

ized billing plan.

Each utility offering a levelized billing plan shall

develop, upon customer request, an estimate of the cus-

tomer’s levelized billing for a 12-month period based
upon:

a. Customer’s actual consumption history, which may
be adjusted for abnormal conditions such as weather
variations.

b. For new customers, the utility will estimate con-
sumption based on the customer’s anticipated load
requirements.

c. The utility’s tariff schedules approved by the Com-
mission applicable to that customer’s class of ser-
vice.

The utility shall provide the customer a concise explana-
tion of how the levelized billing estimate was developed,
the impact of levelized billing on a customer’s monthly
utility bill, and the utility’s right to adjust the customer’s
billing for any variation between the utility’s estimated
billing and actual billing.
For those customers being billed under a levelized billing
plan, the utility shall show, at a minimum, the following
information on their monthly bill:
Actual consumption,
Dollar amount due for actual consumption,
Levelized billing amount due, and
Accumulated variation in actual-versus-levelized
billing amount.
The utility may adjust the customer’s levelized billing in
the event the utility’s estimate of the customer’s usage or
cost should vary significantly from the customer’s actual
usage or cost; such review to adjust the amount of the lev-
elized billing may be initiated by the utility or upon cus-
tomer request.

ac o

Deferred payment plan
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Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

Each utility may, prior to termination, offer to qualifying
residential customers a deferred payment plan for the cus-
tomer to retire unpaid bills for utility service.

Each deferred payment agreement entered into by the

utility and the customer shall provide that service will not

be discontinued if:

a.  Customer agrees to pay a reasonable amount of the
outstanding bill at the time the parties enter into the
deferred payment agreement.

b.  Customer agrees to pay all future bills for utility ser-
vice in accordance with the billing and collection
tariffs of the utility.

c. Customer agrees to pay a reasonable portion of the
remaining outstanding balance in installments over a
period not to exceed six months.

For the purposes of determining a reasonable installment

payment schedule under these rules, the utility and the

customer shall give consideration to the following condi-
tions:

Size of the delinquent account,

Customer’s ability to pay,

Customer’s payment history,

Length of time that the debt has been outstanding,

Circumstances which resulted in the debt being out-

standing, and

f.  Any other relevant factors related to the circum-
stances of the customer.

Any customer who desires to enter into a deferred pay-
ment agreement shall establish such agreement prior to
the utility’s scheduled termination date for nonpayment
of bills. The customer’s failure to execute such an agree-
ment prior to the termination date will not prevent the
utility from disconnecting service for nonpayment.
Deferred payment agreements may be in writing and may
be signed by the customer and an authorized utility repre-
sentative.
A deferred payment agreement may include a finance
charge as approved by the Commission in a tariff pro-
ceeding.
If a customer has not fulfilled the terms of a deferred pay-
ment agreement, the utility shall have the right to discon-
nect service pursuant to the utility’s termination of
service rules. Under such circumstances, it shall not be
required to offer subsequent negotiation of a deferred
payment agreement prior to disconnection.

opoos

I.  Change of occupancy

L.

To order service discontinued or to change occupancy, the
customer must give the utility at least three working days
advance notice in person, in writing, or by telephone.

The outgoing customer shall be responsible for all utility
services provided or consumed up to the scheduled turn-
off date.

The outgoing customer is responsible for providing
access to the meter so that the utility may obtain a final
meter reading.

Historical Note

R14-2-211.

Termination of Service

A. Nonpermissible reasons to disconnect service. A utility may
not disconnect service for any of the reasons stated below:

1.

w

8.

Delinquency in payment for services rendered to a prior
customer at the premises where service is being provided,
except in the instance where the prior customer continues
to reside on the premises.

Failure of the customer to pay for services or equipment

which are not regulated by the Commission.

Nonpayment of a bill related to another class of service.

Failure to pay for a bill to correct a previous underbilling

due to an inaccurate meter or meter failure if the customer

agrees to pay over a reasonable period of time.

A utility shall not terminate residential service where the

customer has an inability to pay and:

a. The customer can establish through medical docu-
mentation that, in the opinion of a licensed medical
physician, termination would be especially danger-
ous to the health of a customer or a permanent resi-
dent residing on the customer’s premises, or

b. Life supporting equipment used in the home that is
dependent on utility service for operation of such
apparatus, or

c.  Where weather will be especially dangerous to
health as defined or as determined by the Commis-
sion.

Residential service to ill, elderly, or handicapped persons

who have an inability to pay will not be terminated until

all of the following have been attempted:

a. The customer has been informed of the availability
of funds from various government and social assis-
tance agencies of which the utility is aware.

b. A third party previously designated by the customer
has been notified and has not made arrangements to
pay the outstanding utility bill.

A customer utilizing the provisions of subsection (A)(4)

or (A)(5) above may be required to enter into a deferred

payment agreement with the utility within 10 days after
the scheduled termination date.

Disputed bills where the customer has complied with the

Commission’s rules on customer bill disputes.

B. Termination of service without notice

1.

Adopted effective March 2, 1982 (Supp. 82-2). Amended
by an emergency action effective August 10, 1998, pursu-
ant to A.R.S. § 41-1026, in effect for a maximum of 180
days (Supp. 98-3). Emergency amendment replaced by
exempt permanent amendment effective December 31,
1998 (Supp. 98-4). Amended by exempt rulemaking at 5
A.A.R. 3933, effective September 24, 1999 (Supp. 99-3).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the

In a competitive marketplace, the Electric Service Pro-
vider cannot order a disconnect for nonpayment but can
only send a notice of contract cancellation to the cus-
tomer and the Utility Distribution Company. Utility ser-
vice may be disconnected without advance written notice
under the following conditions:

a. The existence of an obvious hazard to the safety or
health of the consumer or the general population or
the utility’s personnel or facilities.

. The utility has evidence of meter tampering or fraud.

c.  Failure of a customer to comply with the curtailment
procedures imposed by a utility during supply short-
ages.

The utility shall not be required to restore service until the

conditions which resulted in the termination have been

corrected to the satisfaction of the utility.

Each utility shall maintain a record of all terminations of

service without notice. This record shall be maintained
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for a minimum of one year and shall be available for
inspection by the Commission.

C. Termination of service with notice

1.

In a competitive marketplace, the Electric Service Pro-
vider cannot order a disconnect for nonpayment but can
only send a notice of contract cancellation to the cus-
tomer and the Utility Distribution Company. A utility
may disconnect service to any customer for any reason
stated below provided the utility has met the notice
requirements established by the Commission:

a.  Customer violation of any of the utility’s tariffs,

b. Failure of the customer to pay a delinquent bill for
utility service,

c. Failure to meet or maintain the utility’s deposit
requirements,

d.  Failure of the customer to provide the utility reason-
able access to its equipment and property,

e. Customer breach of a written contract for service
between the utility and customer,

f.  When necessary for the utility to comply with an
order of any governmental agency having such juris-
diction.

Each utility shall maintain a record of all terminations of

service with notice. This record shall be maintained for

one year and be available for Commission inspection.

D. Termination notice requirements

1.

3.

No utility shall terminate service to any of its customers

without providing advance written notice to the customer

of the utility’s intent to disconnect service, except under
those conditions specified where advance written notice
is not required.

Such advance written notice shall contain, at a minimum,

the following information:

a.  The name of the person whose service is to be termi-
nated and the address where service is being ren-
dered.

b. The utility tariff that was violated and explanation
thereof or the amount of the bill which the customer
has failed to pay in accordance with the payment
policy of the utility, if applicable.

c. The date on or after which service may be termi-
nated.

d. A statement advising the customer to contact the
utility at a specific address or phone number for
information regarding any deferred payment or other
procedures which the utility may offer or to work
out some other mutually agreeable solution to avoid
termination of the customer’s service.

e. A statement advising the customer that the utility’s
stated reason for the termination of services may be
disputed by contacting the utility at a specific
address or phone number, advising the utility of the
dispute and making arrangements to discuss the
cause for termination with a responsible employee
of the utility in advance of the scheduled date of ter-
mination. The responsible employee shall be
empowered to resolve the dispute and the utility
shall retain the option to terminate service after
affording this opportunity for a meeting and con-
cluding that the reason for termination is just and
advising the customer of his right to file a complaint
with the Commission.

Where applicable, a copy of the termination notice will

be simultaneously forwarded to designated third parties.

E. Timing of terminations with notice

1.

2.

Each utility shall be required to give at least five days’
advance written notice prior to the termination date.

Such notice shall be considered to be given to the cus-
tomer when a copy thereof is left with the customer or
posted first class in the United States mail, addressed to
the customer’s last known address.

If after the period of time allowed by the notice has
elapsed and the delinquent account has not been paid nor
arrangements made with the utility for the payment
thereof or in the case of a violation of the utility’s rules
the customer has not satisfied the utility that such viola-
tion has ceased, the utility may then terminate service on
or after the day specified in the notice without giving fur-
ther notice.

Service may only be disconnected in conjunction with a
personal visit to the premises by an authorized represen-
tative of the utility.

The utility shall have the right (but not the obligation) to
remove any or all of its property installed on the cus-
tomer’s premises upon the termination of service.

F. Landlord/tenant rule. In situations where service is rendered at
an address different from the mailing address of the bill or
where the utility knows that a landlord/tenant relationship
exists and that the landlord is the customer of the utility, and
where the landlord as a customer would otherwise be subject
to disconnection of service, the utility may not disconnect ser-
vice until the following actions have been taken:

1.

Where it is feasible to so provide service, the utility, after
providing notice as required in these rules, shall offer the
occupant the opportunity to subscribe for service in his or
her own name. If the occupant then declines to so sub-
scribe, the utility may disconnect service pursuant to the
rules.

A utility shall not attempt to recover from a tenant or con-
dition service to a tenant with the payment of any out-
standing bills or other charges due upon the outstanding
account of the landlord.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended
by an emergency action effective August 10, 1998, pursu-
ant to A.R.S. § 41-1026, in effect for a maximum of 180
days (Supp. 98-3). Emergency amendment replaced by
exempt permanent amendment effective December 31,
1998 (Supp. 98-4). Amended to correct subsection num-
bering (Supp. 99-4). Amended by exempt rulemaking at 6
A.A.R. 4180, effective October 13, 2000 (Supp. 00-4).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-212.

Administrative and Hearing Requirements

A. Customer service complaints

1.

Each utility shall make a full and prompt investigation of
all service complaints made by its customers, either
directly or through the Commission.

The utility shall respond to the complainant and the Com-
mission representative within five working days as to the
status of the utility investigation of the complaint.

The utility shall notify the complainant and the Commis-
sion representative of the final disposition of each com-
plaint. Upon request of the complainant or the
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Commission representative, the utility shall report the

findings of its investigation in writing.

The utility shall inform the customer of his right of appeal

to the Commission.

Each utility shall keep a record of all written service com-

plaints received which shall contain, at a minimum, the

following data:

a. Name and address of the complainant;

b. Date and nature of the complaint;

c. Disposition of the complaint; and

d. A copy of any correspondence between the utility,
the customer, and the Commission.

This record shall be maintained for a minimum period of

one year and shall be available for inspection by the

Commission.

B. Customer bill disputes

L.

Any utility customer who disputes a portion of a bill ren-
dered for utility service shall pay the undisputed portion
of the bill and notify the utility’s designated representa-
tive that such unpaid amount is in dispute prior to the
delinquent date of the bill.

Upon receipt of the customer notice of dispute, the utility

shall:

a.  Notify the customer within five working days of the
receipt of a written dispute notice.

b. Initiate a prompt investigation as to the source of the
dispute.

c.  Withhold disconnection of service until the investi-
gation is completed and the customer is informed of
the results. Upon request of the customer the utility
shall report the results of the investigation in writ-
ing.

d. Inform the customer of his right of appeal to the
Commission.

Once the customer has received the results of the utility’s

investigation, the customer shall submit payment within

five working days to the utility for any disputed amounts.

Failure to make full payment shall be grounds for termi-

nation of service.

C. Commission resolution of service and bill disputes

L.

In the event a customer and utility cannot resolve a ser-
vice or bill dispute, the customer shall file a written state-
ment of dissatisfaction with the Commission; by
submitting such notice to the Commission, the customer
shall be deemed to have filed an informal complaint
against the utility.
Within 30 days of the receipt of a written statement of
customer dissatisfaction related to a service or bill dis-
pute, a designated representative of the Commission shall
endeavor to resolve the dispute by correspondence or
telephone with the utility and the customer. If resolution
of the dispute is not achieved within 20 days of the Com-
mission representative’s initial effort, the Commission
shall hold an informal hearing to arbitrate the resolution
of the dispute. The informal hearing shall be governed by
the following rules:

a. Each party may be represented by legal counsel, if
desired.

b.  All such informal hearings may be recorded or held
in the presence of a stenographer.

c.  All parties will have the opportunity to present writ-
ten or oral evidentiary material to support the posi-
tions of the individual parties.

d. All parties and the Commission’s representative
shall be given the opportunity for cross-examination
of the various parties.

e. The Commission’s representative will render a writ-
ten decision to all parties within five working days
after the date of the informal hearing. Such written
decision of the arbitrator is not binding on any of the
parties and the parties will still have the right to
make a formal complaint to the Commission.

The utility may implement normal termination proce-

dures if the customer fails to pay all bills rendered during

the resolution of the dispute by the Commission.

Each utility shall maintain a record of written statements

of dissatisfaction and their resolution for a minimum of

one year and make such records available for Commis-
sion inspection.

D. Notice by utility of responsible officer or agent

1.

Each utility shall file with the Commission, through
Docket Control, a written statement containing the name,
address (business, residence and post office) and tele-
phone numbers (business and residence) of at least one
officer, agent or employee responsible for the general
management of its operations as a utility in Arizona.
Each utility shall give notice, by filing a written statement
with the Commission, through Docket Control, of any
change in the information required herein within five
days from the date of any such change.

E. Time-frames for processing applications for Certificates of
Convenience and Necessity

1.

This rule prescribes time-frames for the processing of any
application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this rule.
Within 120 calendar days after receipt of an application
for a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.
Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.
After receipt of a corrected application, staff shall notify
the applicant within 90 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staff determines that the appli-
cation is complete.
Within 150 days after an application is deemed adminis-
tratively complete, the Commission shall approve or
reject the application.
For purposes of A.R.S. § 41-1072 et seq., the Commis-
sion has established the following time-frames:
a. Administrative completeness review time-frame:
120 calendar days;
b. Substantive review time-frame: 150 calendar days;
and
c.  Overall time-frame: 270 calendar days.
If an applicant requests, and is granted, an extension or
continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the
extension or continuance.
During the substantive review time-frame, the Commis-
sion may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-
frame rules.
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Filing of tariffs

1. Each utility shall file with the Commission, through
Docket Control, tariffs which are in compliance with the
rules and regulations promulgated by the Arizona Corpo-
ration Commission within 120 days of the effective date
of such rules.

2. Each utility shall file with the Commission, through
Docket Control, any proposed changes to the tariffs on
file with the Commission; such proposed changes shall be
accompanied by a statement of justification supporting
the proposed tariff change.

3. Any proposed change to the tariffs on file with the Com-
mission shall not be effective until reviewed and
approved by the Commission.

Accounts and records

1. Each utility shall keep general and auxiliary accounting
records reflecting the cost of its properties, operating
income and expense, assets and liabilities, and all other
accounting and statistical data necessary to give complete
and authentic information as to its properties and opera-
tions.

2. Each utility shall maintain its books and records in con-
formity with the Uniform Systems of Accounts for Class
A, B, C and D Electric Utilities as adopted and amended
by the Federal Energy Regulatory Commission or, for
electric cooperatives, as promulgated by the Rural Utili-
ties Service.

3. A utility shall produce or deliver in this state any or all of
its formal accounting records and related documents
requested by the Commission. It may, at its option, pro-
vide verified copies of original records and documents.

4.  All utilities shall submit an annual report to the Commis-
sion, through the Compliance Section, Utilities Division,
on a form prescribed by it. The annual report shall be
filed on or before the 15th day of April for the preceding
calendar year. Reports prepared by a certified or licensed
public accountant on the utility, if any, shall accompany
the annual report.

5. All utilities shall file with the Commission, through the
Compliance Section, Utilities Division, a copy of all

contracts, arranged for the extension of facilities in a provision
of service prior to the effective date of these rules.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
effective December 31, 1998, under an exemption as
determined by the Arizona Corporation Commission
(Supp. 98-4). Amended by final rulemaking at 5 A.A.R.
3933, effective September 24, 1999 (Supp. 99-3).
Amended to correct subsection numbering (Supp. 99-4).
Amended by exempt rulemaking at 6 A.A.R. 4180, effec-
tive October 13, 2000 (Supp. 00-4).

R14-2-213. Conservation
Energy conservation plan

1. The Arizona Corporation Commission recognizes the
need for conservation of energy resources in order to
maintain an adequate and continuous supply of safe,
dependable, and affordable energy. Therefore, in order to
promote the state’s economic development and the health
and welfare of its citizenry, each class A and B electric
utility shall file an energy conservation plan which
encompasses at a minimum the following considerations:
a. Development of consumer education and assistance

programs to aid the populace in reducing energy
consumption and cost.

b. Participation in various energy conservation pro-
grams sponsored by other municipal, state or federal
government entities having such jurisdiction.

2. Each utility shall file an energy conservation plan with
the Commission, through the Compliance Section, Utili-
ties Division, within one year of the effective date of
these rules and annual updates thereafter when changes
require such.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
by exempt rulemaking at 6 A.A.R. 4180, effective Octo-
ber 13, 2000 (Supp. 00-4).

ARTICLE 3. GAS UTILITIES

R14-2-301. Definitions
In this Article, unless the context otherwise requires, the following
definitions shall apply:

annual reports required by the Federal Energy Regulatory
Commission and in addition, for electric cooperatives,
annual reports required by the Rural Utilities Service.

Maps. All utilities shall file with the Commission, through
Docket Control, a map or maps clearly setting forth the loca-
tion and extent of the area or areas they hold under approved
certificates of convenience and necessity, in accordance with
the Cadastral (Rectangular) Survey of the United States
Bureau of Land Management, or by metes and bounds with a
starting point determined by the aforesaid Cadastral Survey.
Variations, exemptions of Commission rules and regulations.
Variations or exemptions from the terms and requirements of
any of the rules included herein (14 A.A.C. 2, Article 2) shall
be considered upon the verified application of an affected
party to the Commission setting forth the circumstances
whereby the public interest requires such variation or exemp-
tion from the Commission rules and regulations. Such applica-
tion will be subject to the review of the Commission, and any
variation or exemption granted shall require an order of the
Commission. In case of conflict between these rules and regu-
lations and an approved tariff or order of the Commission, the
provisions of the tariff or order shall apply.

Prior agreements.The adoption of these rules by the Commis-
sion shall not affect any agreements entered into between the
utility and customers or other parties who, pursuant to such

1.  “Advance in aid of construction.” Funds provided to the
utility by the applicant under the terms of a main exten-
sion agreement the value of which may be refundable.

2. “Applicant.” A person requesting the utility to supply gas
service.

3. “Application.” A request to the utility for gas service, as
distinguished from an inquiry as to the availability or
charges for such service.

4. “Arizona Corporation Commission.” The regulatory
authority of the state of Arizona having jurisdiction over
public service corporations operating in Arizona.

5. “Billing month.” The period between any two regular
readings of the utility’s meters at approximately 30 day
intervals.

6. “Billing period.” The time interval between two consecu-
tive meter readings that are taken for billing purposes.

7. “British Thermal Unit.” The amount of heat required to
raise the temperature of one pound of water one degree
Fahrenheit (1° F) at standard conditions.

8. “Btu.” British thermal unit.

9. “Commodity charge.” The unit of cost per billed usage,
as set forth in the utility’s tariffs.

10. “Contributions in aid of construction.” Funds provided to
the utility by the applicant under the terms of a main
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extension agreement and/or service connection tariff the

value of which are not refundable.

“Cubic foot”

a. In cases where gas is supplied and metered to cus-
tomers at the standard delivery pressure, a cubic foot
of gas is the volume of gas which, at the temperature
and pressure existing in the meter, occupies one
cubic foot.

b. Regardless of the pressure supplied to the customer,
the volume of gas metered will be converted to the
volume which the gas would occupy at standard
conditions of 14.73 pounds per square inch absolute
at 60° F.

c. The standard cubic foot of gas for testing the gas
itself for heating value shall be that volume of gas
which, when saturated with water vapor and at a
temperature of 60° F and under a pressure equivalent
to that of 30 inches of mercury (mercury at 32° F
and under standard gravity), occupies one cubic
foot.

“Ccf.” 100 cubic feet.

“Curtailment priority.” The order in which gas service is

to be curtailed to various classifications of customers, as

set forth in the utility’s tariffs.

“Customer.” The person or entity in whose name service

is rendered, as evidenced by the signature on the applica-

tion or contract for that service, or by the receipt and/or
payment of bills regularly issued in his name regardless
of the identity of the actual user of the service.

“Customer charge.” The amount the customer must pay

the utility for the availability of gas service, excluding

any gas used, as specified in the utility’s tariffs.

“Day.” Calendar day.

“Distribution main.” A gas line of the utility from which

service lines may be extended to customers.

“Elderly.” A person who is 62 years of age or older.

“Handicapped.” A person with a physical or mental con-

dition which substantially contributes to the person’s

inability to manage his or her own resources, carry out
activities of daily living, or protect oneself from neglect
or hazardous situations without assistance from others.

“Illness.” A medical ailment or sickness for which a resi-

dential customer obtains a verifiable document from a

licensed medical physician stating the nature of the ill-

ness and that discontinuance of service would be espe-

cially dangerous to the customer’s health in the opinion
of a licensed medical physician.

“Inability to pay.” Circumstances where a residential cus-

tomer:

a. Isnot gainfully employed and unable to pay, or

b. Qualifies for government welfare assistance, but has
not begun to receive assistance on the date that he
receives his bill and can obtain verification from the
government welfare assistance agency, or

c. Has an annual income below the published federal
poverty level and can produce evidence of this, and

d. Signs a declaration verifying that the customer
meets one of the above criteria and is either elderly,
handicapped, or suffers from an illness.

“Interruptible gas service.” Gas service that is subject to

interruption or curtailment as specified in the utility’s tar-

iff.

“Main extension.” The lines and equipment necessary to

extend the existing gas distribution system to provide ser-

vice to additional customers.

24.

25.
26.

27.

28.

29.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

“Master meter.” An instrument for measuring or record-
ing the flow of gas at a single location where said gas is
transported through an underground piping system to ten-
ants or occupants for their individual consumption.
“Mcf.” 1,000 cubic feet.

“Meter.” The instrument for measuring and indicating or
recording the volume of gas or flow that has passed
through it.

“Meter tampering.” A situation where a meter has been
illegally altered. Common examples are meter bypassing
and other unauthorized connections.

“Minimum charge.” The amount the customer must pay
for the availability of gas service, including an amount of
usage, as specified in the utility’s tariffs.

“Permanent customer.” A customer who is a tenant or
owner of a service location who applies for and receives
gas service.

“Permanent service.” Service which, in the opinion of the
utility, is of a permanent and established character. The
use of gas may be continuous, intermittent, or seasonal in
nature.

“Person.” Any individual, partnership, corporation, gov-
ernmental agency, or other organization operating as a
single entity.

“Point of delivery.” The point where pipes owned, leased,
or under license by a customer connect to the utility’s
pipes or at the outlet side of the meter.

“Premises.” All of the real property and apparatus
employed in a single enterprise on an integral parcel of
land undivided by public streets, alleys or railways.
“Residential subdivision.” Any tract of land which has
been divided into four or more contiguous lots for use for
the construction of residential buildings or permanent
mobile homes for either single or multiple occupancy.
“Residential use.” Service to customers using gas for
domestic purposes such as space heating, air condition-
ing, water heating, cooking, clothes drying, and other res-
idential uses and includes use in apartment buildings,
mobile home parks, and other multiunit residential build-
ings.

“Restricted apparatus.” Apparatus prohibited by the
Commission or other governmental agency.

“Service area.” The territory in which the utility has been
granted a Certificate of Convenience and Necessity and is
authorized by the Commission to provide gas service.
“Service line.” A gas pipe that transports gas from a com-
mon source of supply (normally a distribution main) to
the customer’s point of delivery.

“Service establishment charge.” A charge as specified in
the utility’s tariffs which covers the cost of establishing a
new account.

“Service reconnect charge.” A charge as specified in the
utility’s tariffs which must be paid by the customer prior
to reestablishment of gas service each time the gas is dis-
connected for nonpayment or whenever service is discon-
tinued for failure otherwise to comply with the utility’s
tariffs.

“Service reestablishment charge.” A charge as specified
in the utility’s tariffs for service at the same location
where the same customer had ordered a service discon-
nection within the preceding 12-month period.

“Single family dwelling.” A house, an apartment, a
mobile home permanently affixed to a lot, or any other
permanent residential unit which is used as a permanent
home.
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43. “Standard delivery pressure.” 0.25 pounds per square vice, plant or facility as is necessary to support the appli-

44.

45.

46.

47.

48.

49.

R14-2-302.

inch gauge at the meter or point of delivery.

“Tariffs.” The documents filed with the Commission
which list the services and products offered by the gas
company and which set forth the terms and conditions
and a schedule of the rates and charges for those services
and products.

“Temporary service.” Service to premises or enterprises
which are temporary in character, or where it is known in
advance that the service will be of limited duration. Ser-
vice which, in the opinion of the utility, is for operations
of a speculative character is also considered temporary
service.

“Therm.” A unit of heating value, equivalent to 100,000
British thermal units (Btu’s).

“Third-party notice.” A notice sent to an individual or a
public entity willing to receive notification of the pending
discontinuance of service of a customer of record in order
to make arrangements on behalf of said customer satis-
factory to the utility.

“Utility.” The public service corporation providing gas
service to the public in compliance with state law.
“Weather especially dangerous to health.” That period of
time commencing with the scheduled termination date
when the local weather forecast, as predicted by the
National Oceanographic and Administration Service,
indicates that the temperature will not exceed 32 degrees
Fahrenheit for the next day’s forecast. The Commission
may determine that any other weather conditions are
especially dangerous to health as the need arises.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

Certificate of Convenience and Necessity for gas

utilities; additions/extensions; abandonments

A. Application for new Certificate of Convenience and Necessity.
Six copies of each application for a new Certificate of Conve-
nience and Necessity shall be submitted in a form prescribed
by the Commission and shall include, at a minimum, the fol-
lowing information:

L.

The proper name and correct address of the proposed util-
ity company and its owner, if a sole proprietorship, each
partner if a partnership, or the President and Secretary if a
corporation.

The rates proposed to be charged for the service that will
be rendered.

A financial statement setting forth the financial condition
of the applicant.

Maps of the proposed service area and/or a description of
the area proposed to be served.

Appropriate city, county and/or state agency approvals,
where appropriate.

The actual number of customers within the service area as
of the time of filing and the estimated number of custom-
ers to be served for each of the first five years of opera-
tion.

Such other information as the Commission by order or
the staff of the Utilities Division by written directive may
request.

B. Application for discontinuance or abandonment of utility ser-

vice
1.

Any utility proposing to discontinue or abandon utility
service currently in use by the public shall prior to such
action obtain authority therefor from the Commission.

The utility shall include in the application, studies of past,
present and prospective customer use of the subject ser-

cation.

An application shall not be required to remove individual
facilities where a customer has requested service discon-
tinuance.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended

R14-2-303.

to correct subsection numbering (Supp. 99-4).

Establishment of service

A. Information from new applicants

1. A utility may obtain the following minimum information
from each new applicant for service:

a. Name or names of applicant(s).

b. Service address or location and telephone number.

c. Billing address or location and telephone number, if
different than service address.

d.  Address where service was provided previously.

e. Date applicant will be ready for service.

f.  Indication of whether premises have been supplied
with utility service previously.

g.  Purpose for which service is to be used.

h. Indication of whether applicant is owner or tenant of
or agent for the premises.

i.  Information concerning the gas usage and demand
requirements of the customers.

j- Type and kind of life-support equipment, if any,
used by the customer.

2. Each utility may require a new applicant for service to
appear at the utility’s designated place of business to pro-
duce proof of identity and sign the utility’s application
form.

3. Where service is requested by two or more individuals
the utility shall have the right to collect the full amount
owed to the utility from any one of the applicants.

B. Deposits

1. A utility shall not require a deposit from a new applicant
for residential service if the applicant is able to meet any
of the following requirements:

a. The applicant has had service of a comparable
nature with the utility at another service location
within the past two years and was not delinquent in
payment more than twice during the last 12 consecu-
tive months or disconnected for nonpayment.

b. The applicant can produce a letter regarding credit
or verification from a gas utility where service of a
comparable nature was last received which states
that the applicant has had service of a comparable
nature with the utility at another service location
within the past two years and was not delinquent in
payment more than twice during the last 12 consecu-
tive months or disconnected for nonpayment.

c. In lieu of a deposit, a new applicant may provide a
Letter of Guarantee from an existing customer with
service who is acceptable to the utility or a surety
bond as security for the utility.

2. The utility shall issue a nonnegotiable receipt to the appli-
cant for the deposit. The inability of the customer to pro-
duce such a receipt shall in no way impair his right to
receive a refund of the deposit which is reflected on the
utility’s records.

3. Deposits shall be interest bearing; the interest rate and
method of calculation shall be filed with and approved by
the Commission in a tariff proceeding.

4. Each utility shall file a deposit refund procedure with the

Commission, subject to Commission review and approval
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during a tariff proceeding. However, each utility’s refund
policy shall include provisions for residential deposits
and accrued interest to be refunded or Letter of Guarantee
or surety bond to expire after 12 months of service if the
customer has not been delinquent more than twice in the
payment of utility bills.

A utility may require a residential customer to establish

or reestablish a deposit if the customer becomes delin-

quent in the payment of three or more bills within a 12-

consecutive-month period or has been disconnected for

service during the last 12 months.

The amount of a deposit required by the utility shall be

determined according to the following terms:

a. Residential customer deposits shall not exceed two
times that customer’s estimated average monthly
bill.

b. Nonresidential customer deposits shall not exceed 2
1/2 times that customer’s estimated maximum
monthly bill.

The utility may review the customer’s usage after service

has been connected and adjust the deposit amount based

upon the customer’s actual usage.

A separate deposit may be required for each meter

installed.

Grounds for refusal of service. A utility may refuse to estab-

lish service if any of the following conditions exist:

1.

6.

Service establishments,

The applicant has an outstanding amount due for the
same class of utility service with the utility and the appli-
cant is unwilling to make arrangements with the utility
for payment.

A condition exists which in the utility’s judgment is
unsafe or hazardous to the applicant, the general popula-
tion, or the utility’s personnel or facilities.

Refusal by the applicant to provide the utility with a
deposit when the customer has failed to meet the credit
criteria for waiver of deposit requirements.

Customer is known to be in violation of the utility’s tar-
iffs filed with the Commission.

Failure of the customer to furnish such funds, service,
equipment, and/or rights-of-way necessary to serve the
customer and which have been specified by the utility as
a condition for providing service.

Applicant falsifies his or her identity for the purpose of
obtaining service.

reestablishment or reconnection

charge

L.

1.

A utility may make a charge as approved by the Commis-
sion for the establishment, reestablishment, or reconnec-
tion of utility services.

Should service be established during a period other than
regular working hours at the customer’s request, the cus-
tomer may be required to pay an after-hour charge for the
service connection. Where the utility scheduling will not
permit service establishment on the same day requested,
the customer can elect to pay the after-hour charge for
establishment that day or his service will be established
on the next available normal working day.

For the purpose of this rule, the definition of service
establishments are where the customer’s facilities are
ready and acceptable to the utility and the utility needs
only to install a meter, read a meter, or turn the service on.

Temporary service

Applicants for temporary service may be required to pay
the utility, in advance of service establishment, the esti-
mated cost of installing and removing the facilities neces-
sary for furnishing the desired service.

2.

Where the duration of service is to be less than one
month, the applicant may also be required to advance a
sum of money equal to the estimated bill for service.
Where the duration of service is to exceed one month, the
applicant may also be required to meet the deposit
requirements of the utility.

If at any time during the term of the agreement for service
the character of a temporary customer’s operations
changes so that in the opinion of the utility the customer
is classified as permanent, the terms of the utility’s main
extension rules shall apply.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended

R14-2-304.

to correct subsection numbering (Supp. 99-4).

Minimum customer information requirements

A. Information for residential customers

1.

S.

Each utility shall make available upon customer request

not later than 60 days from the date of request a concise

summary of the rate schedule applied for by such cus-
tomer. The summary shall include the following:

a. Monthly minimum or customer charge, identifying
the amount of the charge and the specific amount of
usage included in the minimum charge, where appli-
cable.

b. Rate blocks, where appropriate.

c. Any adjustment factor(s) and method of calculation.

The utility shall to the extent practical identify the tariff

most advantageous to the customer and notify the cus-

tomer of such prior to service commencement.

In addition, a utility shall make available upon customer

request not later than 60 days from the date of request a

copy of the Commission’s rules and regulations concern-

ing:

a. Deposits

b.  Terminations of service

c. Billing and collection

d. Complaint handling.

Each utility upon request of a customer shall transmit a

written statement of actual consumption by such cus-

tomer for each billing period during the prior 12 months
unless such data is not reasonably ascertainable.

Each utility shall inform all new customers of their rights

to obtain the information specified above.

B. Information required due to changes in tariffs

1.

R14-2-305.

Each utility shall transmit to affected customers a concise
summary of any change in the utility’s tariffs affecting
those customers.

This information shall be transmitted to the affected cus-
tomer within 60 days of the effective date of the change.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

Master metering

Mobile home parks -- new construction/expansion

1.

A utility shall refuse service to all new construction and/
or expansion of existing permanent residential mobile
home parks unless the construction and/or expansion is
individually metered by the utility. Main extensions and
service line connections to serve such new construction
or expansion shall be governed by the main extension
and/or service line connection tariff of the appropriate
utility.

Permanent residential mobile home parks for the purpose
of this rule shall mean mobile home parks where, in the
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opinion of the utility, the average length of stay for an
occupant is a minimum of six months.

For the purposes of this rule, expansion means construc-
tion which has been started for additional permanent resi-
dential spaces after the effective date of this rule.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

Service lines and establishments

A. Priority and timing of service establishments

1.

After an applicant has complied with the utility’s applica-
tion and deposit requirements and has been accepted for
service by the utility, the utility shall schedule that cus-
tomer for service establishment.

Service establishments shall be scheduled for completion
within five working days of the date the customer has
been accepted for service, except in those instances when
the customer requests service establishment beyond the
five working day limitation.

When the utility has made arrangements to meet with a
customer for service establishment purposes and the util-
ity or the customer cannot make the appointment during
the prearranged time, the utility shall reschedule the
establishment to the satisfaction of both parties.

Each utility shall schedule service establishment appoint-
ments within a maximum range of four hours during nor-
mal working hours, unless another time-frame is
mutually acceptable to the utility and the customer.
Service establishments shall be made only by qualified
utility service personnel.

For the purposes of this rule, service establishments are
where the customer’s facilities are ready and acceptable
to the utility and the utility needs only to install or read a
meter or turn the service on.

B. Service lines

1.

2.

Customer provided facilities

a.  An applicant for services shall be responsible for the
safety and maintenance of all customer piping from
the point of delivery.

b.  Meters shall be installed in a location suitable to the
utility where the meters will be safe from street traf-
fic, readily and safely accessible for reading, testing
and inspection, and where such activities will cause
the least interference and inconvenience to the cus-
tomer. The customer shall provide, without cost to
the utility, at a suitable and easily accessible loca-
tion, sufficient and proper space for the installation
of meters.

c.  Where the meter or service line location on the cus-
tomer’s premises is changed at the request of the
customer or due to alterations on the customer’s
premises, the customer shall provide and have
installed at his expense all customer piping neces-
sary for relocating the meter and the utility may
make a charge for moving the meter and/or service
line.

Company provided facilities

a.  Each utility shall file for Commission approval, a
service line tariff which defines the maximum foot-
age and/or equipment allowance to be provided by
the utility at no charge; the maximum footage and/or
equipment allowance may be differentiated by cus-
tomer class.

b. Any service line in excess of that allowed at no
charge shall be paid by the customer as a contribu-
tion in aid of construction.

3.

R14-2-307.

Easements and rights-of-way

a. Each customer shall grant adequate easement and
right-of-way satisfactory to the utility to ensure
proper service connection. Failure on the part of the
customer to grant adequate easement and right-of-
way shall be grounds for the utility to refuse service.

b.  When a utility discovers that a customer or his agent
is performing work or has constructed facilities adja-
cent to or within an easement or right-of-way and
such work, construction or facility poses a hazard or
is in violation of federal, state or local laws, ordi-
nances, statutes, rules or regulations, or significantly
interferes with the utility’s access to equipment, the
utility shall notify the customer or his agent and
shall take whatever actions are necessary to elimi-
nate the hazard, obstruction or violation at the cus-
tomer’s expense.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

Main extensions

A. General requirements

1.

Each utility shall file for Commission approval a main
extension tariff which incorporates the provisions of this
rule and specifically defines the conditions governing
main extensions.

Upon request by an applicant for a main extension, the
utility shall prepare, without charge, a preliminary sketch
and rough estimates of the cost of installation to be paid
by said applicant.

Any applicant for a main extension requesting the utility
to prepare detailed plans, specifications, or cost estimates
may be required to deposit with the utility an amount
equal to the estimated cost of preparation. The utility
shall upon request, make available within 90 days after
receipt of the deposit referred to above, such plans, speci-
fications, or cost estimates of the proposed main exten-
sion. Where the applicant authorizes the utility to proceed
with construction of the extension, the deposit shall be
credited to the cost of construction; otherwise the deposit
shall be nonrefundable. If the extension is to include
oversizing of facilities to be done at the utility’s expense,
appropriate details shall be set forth in the plans, specifi-
cations and cost estimate. Subdividers providing the util-
ity with approved plats shall be provided with plans,
specifications or cost estimates within 45 days after
receipt of the deposit referred to above.

Where the utility requires an applicant to advance funds
for a main extension, the utility shall furnish the applicant
with a copy of the main extension tariff of the appropriate
utility prior to the applicant’s acceptance of the utility’s
extension agreement.

All main extension agreements requiring payment by the
applicant shall be in writing and signed by each party.
The provisions of this rule apply only to those applicants
who in the utility’s judgment will be permanent custom-
ers of the utility. Applications for temporary service shall
be governed by the Commission’s rules concerning tem-
porary service applications.

B. Minimum written agreement requirements

1.

Each main extension agreement shall, at a minimum,
include the following information:

a. Name and address of applicant(s)

b. Proposed service address or location

c. Description of requested service
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d.  Description and sketch of the requested main exten-
sion

e. A cost estimate to include materials, labor, and other
costs as necessary

f.  Payment terms

g. A concise explanation of any refunding provisions,
if applicable

h.  The utility’s estimated start date and completion date
for construction of the main extension

i. A summary of the results of the economic feasibility
analysis performed by the utility to determine the
amount of advance required from the applicant for
the proposed main extension.

2. Each applicant shall be provided with a copy of the writ-
ten main extension agreement.

Main extension requirements.Each main extension tarift shall

include the following provisions:

1. A maximum footage and/or equipment allowance to be
provided by the utility at no charge. The maximum foot-
age and/or equipment allowance may be differentiated by
customer class.

2.  An economic feasibility analysis for those extensions
which exceed the maximum footage and/or equipment
allowance. Such economic feasibility analysis shall con-
sider the incremental revenues and costs associated with
the main extension. In those instances where the
requested main extension does not meet the economic
feasibility criteria established by the utility, the utility
may require the customer to provide funds to the utility,
which will make the main extension economically feasi-
ble. The methodology employed by the utility in deter-
mining economic feasibility shall be applied uniformly
and consistently to each applicant requiring a main exten-
sion.

3. The timing and methodology by which the utility will
refund any advances in aid of construction as additional
customers are served off the main extension. The cus-
tomer may request an annual survey to determine if addi-
tional customers have been connected to and are using
service from the extension. In no case shall the amount of
the refund exceed the amount originally advanced.

4.  All advances in aid of construction shall be noninterest
bearing.

5. If after five years from the utility’s receipt of the advance,
the advance has not been totally refunded, the advance
shall be considered a contribution in aid of construction
and shall no longer be refundable.

Residential subdivision development and permanent mobile

home parks. Each utility shall submit as a part of its main

extension tariff separate provisions for residential subdivision
developments and permanent mobile home parks.

Ownership of facilities. Any facilities installed hereunder shall

be the sole property of the utility.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
to correct subsection numbering (Supp. 99-4).

R14-2-308. Provision of service
A. Utility responsibility
1

Each utility shall be responsible for the safe transmission
and distribution of gas until it passes the point of delivery
to the customer.

2. Each utility shall be responsible for maintaining in safe
operating condition all meters, regulators, service pipe or
other fixtures installed on the customer’s premises by the
utility for the purpose of delivering gas to the customer.

3. Each utility may, at its option, refuse service until the cus-
tomer’s pipes and appliances have been tested and found
to be safe, free from leaks, and in good operating condi-
tion. Proof of such testing shall be in the form of a certifi-
cate executed by a licensed plumber of local inspector,
certifying that the customer’s facilities have been tested
and are in safe operating condition.

4. Each utility shall be required to test the customer’s piping
for leaks when the gas is turned on. If such tests indicate
leakage in the customer’s piping, the utility shall refuse to
provide service until such time as the customer has had
the leakage corrected.

Customer responsibility

1. Each customer shall be responsible for maintaining all
customer piping, fixtures and appliances on the cus-
tomer’s side of the point of delivery in safe operating
condition.

2. Each customer shall be responsible for safeguarding all
utility property installed in or on the customer’s premises
for the purpose of supplying utility service.

3. Each customer shall exercise all reasonable care to pre-
vent loss or damage to utility property, excluding ordi-
nary wear and tear. The customer shall be responsible for
loss of or damage to utility property on the customer’s
premises arising from neglect, carelessness, or misuse
and shall reimburse the utility for the cost of necessary
repairs or replacements.

4. Each customer shall be responsible for payment for any
equipment damage and/or estimated unmetered usage
resulting from unauthorized breaking of seals, interfering,
tampering or bypassing the utility meter.

5. Each customer shall be responsible for notifying the util-
ity of any gas leakage identified in the customer’s or the
utility’s equipment.

Continuity of service. Each utility shall make reasonable

efforts to supply a satisfactory and continuous level of service.

However, no utility shall be responsible for any damage or

claim of damage attributable to any interruption or discontinu-

ation of service resulting from:

1. Any cause against which the utility could not have rea-
sonably foreseen or made provision for, i.e., force
majeure

2. Intentional service interruptions to make repairs or per-
form routine maintenance

3. Curtailment.
Change in character of service. When a change is made by the
utility in the type of service rendered which would adversely
affect the efficiency of operation or require the adjustment of
the equipment of customers, all customers who may be
affected shall be notified by the utility at least 30 days in
advance of the change or, if such notice is not possible, as
early as feasible. Where adjustments or replacements of the
utility’s standard equipment must be made to permit use under
such changed conditions, adjustments shall be made by the
utility without charge to the customers.

Service interruptions

1. Each utility shall make reasonable efforts to reestablish
service within the shortest possible time when service
interruptions occur.

2. Each utility shall make reasonable provisions to meet
emergencies resulting from failure of service, and each
utility shall issue instructions to its employees covering
procedures to be followed in the event of emergency in
order to prevent or mitigate interruption or impairment of
service.
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3. In the event of a national emergency or local disaster
resulting in disruption of normal service, the utility may,
in the public interest, interrupt service to other customers
to provide necessary service to civil defense or other
emergency service agencies on a temporary basis until
normal service to these agencies can be restored.

4.  When a utility plans to interrupt service for more than
four hours to perform necessary repairs or maintenance,
the utility shall attempt to inform affected customers at
least 24 hours in advance of the scheduled date and esti-
mated duration of the service interruption. Such repairs
shall be completed in the shortest possible time to mini-
mize the inconvenience to the customers of the utility.

5. The Commission shall be notified of interruptions in ser-
vice affecting the entire system or any major division
thereof. The interruption of service and cause shall be
reported within one hour after the responsible representa-
tive of the utility becomes aware of said interruption by
telephone to the Commission and followed by a written
report to the Commission.

Heat value standard for natural gas. Each gas utility operating

under the jurisdiction of the Commission shall supply gas to its

customers with an average total heating value of not less than

900 Btu’s per cubic foot. The number of Btu’s per cubic foot

actually delivered through the customer’s meter will vary

according to the altitude/elevation of the location where the
customer is being provided service.

Standard delivery pressure

1. Each utility shall maintain a standard delivery pressure at
the outlet of the customer’s meter of approximately 0.25
pounds per square inch gauge subject to variation under
load conditions.

2. In cases where a customer desires service at greater than
standard delivery pressure, the utility may supply at its
option such greater pressure if and only as long as the fur-
nishing of gas to such customer at higher than standard
delivery pressure will not be detrimental to the service of
other customers of the utility. The utility reserves the
right to lower said delivery pressure or discontinue the
delivery of gas at higher pressure at any time upon rea-
sonable notice to the customer. Where service is provided
at such higher pressure, the meter volumes shall be cor-
rected to that higher pressure.

Curtailment. Each utility shall file with the Commission as a
part of its general tariffs a procedural plan for handling severe
supply shortages or service curtailments. The plan shall pro-
vide for equitable treatment of individual customer classes in
the most reasonable and effective manner given the existing
circumstances. When the availability of service is so restricted
that the reduction of service on a proportionate basis to all cus-
tomer classes will not maintain the integrity of the total sys-
tem, the utility shall develop procedures to curtail service
giving service priority to those customers and/or customer
classes where health, safety and welfare would be adversely
affected.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
by deleting subsection (I) effective October 23, 1987
(Supp. 87-4). Amended to correct subsection numbering
(Supp. 99-4).

R14-2-309. Meter reading
A. Company or customer meter reading

1. Each utility may at its discretion allow for customer read-
ing of meters.

2. It shall be the responsibility of the utility to inform the
customer how to properly read his or her meter.

3. Where a customer reads his or her own meter, the utility
will read the customer’s meter at least once every six
months.

4. The utility shall provide the customer with postage-paid
cards or other methods to report the monthly reading to
the utility.

5. Each utility shall specify the timing requirements for the
customer to submit his or her monthly meter reading to
conform with the utility’s billing cycle.

6. In the event the customer fails to submit the reading on
time, the utility may issue the customer an estimated bill.

7. Meters shall be read monthly on as close to the same day
as practical.

Measuring of service

1. All gas sold by a utility shall be metered except in the
case of gas sold according to a fixed charge schedule or
when otherwise authorized by the Commission.

2. When there is more than one meter at a location, the
metering equipment shall be so tagged or plainly marked
as to indicate the facilities being metered.

Customer requested retreads

1. Each utility shall at the request of a customer reread the
customer’s meter within 10 working days after such
request by the customer.

2. Any rereads may be charged to the customer at a rate on
file and approved by the Commission, provided that the
original reading was not in error.

3. When a reading is found to be in error, the reread shall be
at no charge to the customer.

Access to customer premises. Each utility shall at all times

have the right of safe ingress to and egress from the customer’s

premises at all reasonable hours for any purpose reasonably
connected with the furnishing of service and the exercise of
any and all rights secured to it by law or these rules.

Meter testing and maintenance program

1. Each utility shall file with the Commission subject to
review and approval a plan for routine maintenance and
replacement of meters.

2. Each utility shall file an annual report with the Commis-
sion summarizing the results of the meter maintenance
and testing program for that year. At a minimum the
report should include the following data:

a.  Total number of meters tested, at company initiative
or upon customer request.

b. Number of meters tested which were outside the
acceptable error allowance + 3%.

Customer requested meter tests. A utility shall test a meter
upon customer request, and each utility shall be authorized to
charge the customer for such meter test according to the tariff
on file and approved by the Commission. However, if the
meter is found to be in error by more than 3%, no meter testing
fee will be charged to the customer.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
to correct subsection numbering (Supp. 99-4).

R14-2-310. Billing and collection
A. Frequency and estimated bills

Each utility shall bill monthly for services rendered.
Meter readings shall be scheduled for periods of not less
than 25 days or more than 35 days.

2. If the utility is unable to read the meter on the scheduled
meter read date, the utility will estimate the consumption
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for the billing period giving consideration to the follow-

ing factors where applicable:

a. The customer’s usage during the same month of the
previous year

b.  The amount of usage during the preceding month.

After the second consecutive month of estimating the

customer’s bill for reasons other than severe weather, the

utility will attempt to secure an accurate reading of the
meter.

Failure on the part of the customer to comply with a rea-

sonable request by the utility for access to its meter may

lead to the discontinuance of service.

Estimated bills will be issued only under the following

conditions:

a. Failure of a customer who read his own meter to
deliver his meter reading card to the utility in accor-
dance with the requirements of the utility billing
cycle.

b. Severe weather conditions which prevent the utility
from reading the meter.

c¢. Circumstances that make it impossible to read the
meter, i.e., locked gates, blocked meters, vicious or
dangerous animals, etc.

Each bill based on estimated usage will indicate that it is

an estimated bill.

B. Combining meters, minimum bill information

1.

Each meter at a customer’s premises will be considered
separately for billing purposes, and the readings of two or
more meters will not be combined except those approved
by the utility.

Each bill for residential service will contain the following
minimum information:

a. Date and meter reading at the start of billing period
or number of days in the billing period

Date and meter reading at the end of the billing
period

Billed usage

Rate schedule number

Utility telephone number

Customer’s name

Service account number

Amount due and due date

Past due amount

Adjustment factor, where applicable

Taxes

The Arizona Corporation Commission and address,
thereof.

o

TRETITER e a0

C. Billing terms

1.

All bills for utility services are due and payable no later

than 10 days from the date the bill is rendered. Any pay-

ment not received within this time-frame shall be consid-

ered past due.

For purposes of this rule, the date a bill is rendered may

be evidenced by:

a.  The postmark date

b.  The mailing date

c.  The billing date shown on the bill (however, the bill-
ing date shall not differ from the postmark or mail-
ing date by more than two days).

All past due bills for utility services are due and payable

within 15 days. Any payment not received within this

time-frame shall be considered delinquent.

All delinquent bills for which payment has not been

received within five days shall be subject to the provi-

sions of the utility’s termination procedures.

5.

All payments shall be made at or mailed to the office of
the utility or to the utility’s duly authorized representa-
tive.

Applicable tariffs, prepayment, failure to receive, commence-
ment date, taxes

1.

2.

3.

4.

Each customer shall be billed under the applicable tariff
indicated in the customer’s application for service.

Each utility shall make provisions for advance payment
of utility services.

Failure to receive bills or notices which have been prop-
erly placed in the United States mail shall not prevent
such bills from becoming delinquent nor relieve the cus-
tomer of his obligations therein.

Charges for service commence when the service is
installed and connection made, whether used or not.

Meter error corrections

1.

2.

If any meter after testing is found to be more than 3% in

error, either fast or slow, proper correction between 3%

and the amount of the error shall be made of previous

readings and adjusted bills shall be rendered according to
the following terms:

a.  For the period of three months immediately preced-
ing the removal of such meter from service for test
or from the time the meter was in service since last
tested, but not exceeding three months since the
meter shall have been shown to be in error by such
test.

b. From the date the error occurred, if the date of the
cause can be definitely fixed.

No adjustment shall be made by the utility except to the

customer last served by the meter tested.

Insufficient funds (NSF) checks

1.

A utility shall be allowed to recover a fee, as approved by
the Commission in a tariff proceeding, for each instance
where a customer tenders payment for utility service with
an insufficient funds check.

When the utility is notified by the customer’s bank that
there are insufficient funds to cover the check tendered
for utility service, the utility may require the customer to
make payment in cash, by money order, certified check,
or other means which guarantee the customer’s payment
to the utility.

A customer who tenders an insufficient check shall in no
way be relieved of the obligation to render payment to the
utility under the original terms of the bill nor defer the
utility’s provision for termination of service for nonpay-
ment of bills.

Levelized billing plan

1.

2.

Each utility may, at its option, offer its residential cus-

tomers a levelized billing plan.

Each utility offering a levelized billing plan shall develop

upon customer request an estimate of the customer’s lev-

elized billing for a 12-month period based upon:

a. Customer’s actual consumption history, which may
be adjusted for abnormal conditions such as weather
variations.

b. For new customers, the utility will estimate con-
sumption based on the customer’s anticipated load
requirements.

c.  The utility’s tariff schedules approved by the Com-
mission applicable to that customer’s class of ser-
vice.

The utility shall provide the customer a concise explana-

tion of how the levelized billing estimate was developed,

the impact of levelized billing on a customer’s monthly
utility bill, and the utility’s right to adjust the customer’s
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billing for any variation between the utility’s estimated
billing and actual billing.

4. For those customers being billed under a levelized billing J.
plan, the utility shall show, at a minimum, the following
information on the customer’s monthly bill:

a.  Actual consumption

b.  Amount due for actual consumption

c. Levelized billing amount due

d. Accumulated variation in actual versus levelized
billing amount.

5. The utility may adjust the customer’s levelized billing in
the event the utility’s estimate of the customer’s usage
and/or cost should vary significantly from the customer’s

6. A deferred payment agreement may include a finance
charge as approved by the Commission in a tariff pro-
ceeding.

7. Ifa customer has not fulfilled the terms of a deferred pay-
ment agreement, the utility shall have the right to discon-
nect service pursuant to the utility’s termination of
service rules and, under such circumstances, it shall not

be required to offer subsequent negotiation of a deferred
payment agreement prior to disconnection.

Change of occupancy

1.

Not less than three working days advance notice must be
given in person, in writing, or by telephone at the utility’s
office to discontinue service or to change occupancy.

The outgoing party shall be responsible for all utility ser-
vices provided and/or consumed up to the scheduled turn-
off date.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended

to correct subsection numbering (Supp. 99-4).

actual usage and/or cost; such review to adjust the R14-2-311. Termination of service

amount of the levelized billing may be initiated by the A. Nonpermissible reasons to disconnect service. A utility may

utility or upon customer request. not disconnect service for any of the reasons stated below:

H. Elevation/pressure adjustment. Each gas utility shall, as a part 1. Delinquency in payment for services rendered to a prior
of a general rate proceeding, file an adjustment factor to be customer at the premises where service is being provided,
applied to customer meter recordings to adjust for differences except in the instance where the prior customer continues
in pressure due to elevation. to reside on the premises.

I.  Deferred payment plan 2. Failure of the customer to pay for services or equipment
1. Each utility may, prior to termination, offer to qualifying which are not regulated by the Commission.

residential customers a deferred payment plan for the cus- 3.  Nonpayment of a bill related to another class of service.

tomer to retire unpaid bills for utility service. 4.  Failure to pay for a bill to correct a previous underbilling

2. Each deferred payment agreement entered into by the due to an inaccurate meter or meter failure if the customer
utility and the customer due to the customer’s inability to agrees to pay over a reasonable period of time.

pay an outstanding bill in full shall provide that service 5. A utility shall not terminate residential service where the

will not be discontinued if: customer has an inability to pay and:

a.  Customer agrees to pay a reasonable amount of the a. The customer can establish through medical docu-
outstanding bill at the time the parties enter into the mentation that, in the opinion of a licensed medical
deferred payment agreement. physician, termination would be especially danger-

b. Customer agrees to pay all future bills for utility ser- ous to the customer or a permanent resident residing
vice in accordance with the billing and collection on the customer’s premises health, or
tariffs of the utility. b. Life supporting equipment used in the home that is

c. Customer agrees to pay a reasonable portion of the dependent on utility service for operation of such
remaining outstanding balance in installments over a apparatus, or
period not to exceed six months. c. Where weather will be especially dangerous to

3. For the purposes of determining a reasonable installment health as defined herein or as determined by the
payment schedule under these rules, the utility and the Commission.

customer shall give consideration to the following condi- 6. Residential service to ill, elderly, or handicapped persons

tions: who have an inability to pay will not be terminated until

a.  Size of the delinquent account all of the following have been attempted:

b. Customer’s ability to pay a. The customer has been informed of the availability

c.  Customer’s payment history of funds from various government and social assis-

d.  Length of time that the debt has been outstanding tance agencies

e. Circumstances which resulted in the debt being out- b. A third party previously designated by the customer
standing has been notified and has not made arrangements to

f.  Any other relevant factors related to the circum- pay the outstanding utility bill.
stances of the customer. 7. A customer utilizing the provisions of subsection (A)(5)

4. Any customer who desires to enter into a deferred pay- or (6) may be required to enter into a deferred payment
ment agreement shall establish such agreement prior to agreement with the utility within 10 days after the sched-
the utility’s scheduled termination date for nonpayment uled termination date.

of bills; customer failure to execute a deferred payment 8. Failure to pay the bill of another customer as guarantor

agreement prior to the scheduled termination date shall thereof.

not prevent the utility from discontinuing service for non- 9. Disputed bills where the customer has complied with the

payment. Commission’s rules on customer bill disputes.

5. Deferred payment agreements may be in writing and may B. Termination of service without notice

be signed by the customer and an authorized utility repre- 1. Utility service may be disconnected without advance

sentative. written notice under the following conditions:

a. The existence of an obvious hazard to the safety or
health of the consumer or the general population.

b. The utility has evidence of meter tampering or fraud.

c. Failure of a customer to comply with the curtailment
procedures imposed by a utility during supply short-
ages.
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The utility shall not be required to restore service until the
conditions which resulted in the termination have been
corrected to the satisfaction of the utility.

Each utility shall maintain a record of all terminations of
service without notice. This record shall be maintained
for a minimum of one year and shall be available for
inspection by the Commission.

C. Termination of service with notice

1.

A utility may disconnect service to any customer for any
reason stated below provided the utility has met the
notice requirements established by the Commission:

a.  Customer violation of any of the utility’s tariffs.

b. Failure of the customer to pay a delinquent bill for
utility service.

c. Failure to meet or maintain the utility’s deposit
requirements.

d.  Failure of the customer to provide the utility reason-
able access to its equipment and property.

e. Customer breach of a written contract for service
between the utility and customer.

f.  When necessary for the utility to comply with an
order of any governmental agency having such juris-
diction.

Each utility shall maintain a record of all terminations of

service with notice. This record shall be maintained for

one year and be available for Commission inspection.

D. Termination notice requirements

1.

3.

No utility shall terminate service to any of its customers

without providing advance written notice to the customer

of the utility’s intent to disconnect service, except under
those conditions specified where advance written notice
is not required.

Such advance written notice shall contain, at a minimum,

the following information:

a.  The name of the person whose service is to be termi-
nated and the address where service is being ren-
dered.

b. The utility tariff that was violated and explanation
thereof or the amount of the bill which the customer
has failed to pay in accordance with the payment
policy of the utility, if applicable.

c. The date on or after which service may be termi-
nated.

d. A statement advising the customer that the utility’s
stated reason for the termination of services may be
disputed by contacting the utility at a specific
address or phone number, advising the utility of the
dispute and making arrangements to discuss the
cause for termination with a responsible employee
of the utility in advance of the scheduled date of ter-
mination. The responsible employee shall be
empowered to resolve the dispute and the utility
shall retain the option to terminate service after
affording this opportunity for a meeting and con-
cluding that the reason for termination is just and
advising the customer of his right to file a complaint
with the Commission.

Where applicable, a copy of the termination notice will

be simultaneously forwarded to designated third parties.

E. Timing of terminations with notice

1.

2.

Each utility shall be required to give at least five days’
advance written notice prior to the termination date.

Such notice shall be considered to be given to the cus-
tomer when a copy thereof is left with the customer or
posted first class in the United States mail, addressed to
the customer’s last known address.

3.

If after the period of time allowed by the notice has
elapsed and the delinquent account has not been paid nor
arrangements made with the utility for the payment
thereof or in the case of a violation of the utility’s rules
the customer has not satisfied the utility that such viola-
tion has ceased, the utility may then terminate service on
or after the day specified in the notice without giving fur-
ther notice.

Service may only be disconnected in conjunction with a
personal visit to the premises by an authorized represen-
tative of the utility.

The utility shall have the right (but not the obligation) to
remove any or all of its property installed on the cus-
tomer’s premises upon the termination of service.

F. Landlord/tenant rule. In situations where service is rendered at
an address different from the mailing address of the bill or
where the utility knows that a landlord/tenant relationship
exists and that the landlord is the customer of the utility, and
where the landlord as a customer would otherwise be subject
to disconnection of service, the utility may not disconnect ser-
vice until the following actions have been taken:

1.

Where it is feasible to so provide service, the utility, after
providing notice as required in these rules, shall offer the
occupant the opportunity to subscribe for service in his or
her own name. If the occupant then declines to so sub-
scribe, the utility may disconnect service pursuant to the
rules.

A utility shall not attempt to recover from a tenant or con-
dition service to a tenant with the payment of any out-
standing bills or other charges due upon the outstanding
account of the landlord.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended

to correct subsection numbering (Supp. 99-4).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-312.

Administrative and Hearing Requirements

A. Customer service complaints

1.

Each utility shall make a full and prompt investigation of

all service complaints made by its customers, either

directly or through the Commission.

The utility shall respond to the complainant and/or the

Commission representative within five working days as

to the status of the utility investigation of the complaint.

The utility shall notify the complainant and/or the Com-

mission representative of the final disposition of each

complaint. Upon request of the complainant or the Com-

mission representative, the utility shall report the findings

of its investigation in writing.

The utility shall inform the customer of his right of appeal

to the Commission.

Each utility shall keep a record of all written service com-

plaints received which shall contain, at a minimum, the

following data:

a. Name and address of the complainant

b. Date and nature of the complaint

c.  Disposition of the complaint

d. A copy of any correspondence between the utility,
the customer, and/or the Commission.
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This record shall be maintained for a minimum period of
one year and shall be available for inspection by the
Commission.

B. Customer bill disputes

1.

Any utility customer who disputes a portion of a bill ren-

dered for utility service shall pay the undisputed portion

of the bill and notify the utility’s designated representa-
tive that such unpaid amount is in dispute prior to the
delinquent date of the bill.

Upon receipt of the customer notice of dispute, the utility

shall:

a.  Notify the customer within five working days of the
receipt of a written dispute notice.

b. Initiate a prompt investigation as to the source of the
dispute.

c.  Withhold disconnection of service until the investi-
gation is completed and the customer is informed of
the results. Upon request of the customer the utility
shall report the results of the investigation in writ-
ing.

d. Inform the customer of his right of appeal to the
Commission.

Once the customer has received the results of the utility’s

investigation, the customer shall submit payment within

five working days to the utility for any disputed amounts.

Failure to make full payment shall be grounds for termi-

nation of service.

C. Commission resolution of service and/or bill disputes

L.

In the event a customer and utility cannot resolve a ser-
vice and/or bill dispute, the customer shall file a written
statement of dissatisfaction with the Commission; by sub-
mitting such notice to the Commission, the customer
shall be deemed to have filed an informal complaint
against the utility.
Within 30 days of the receipt of a written statement of
customer dissatisfaction related to a service or bill dis-
pute, a designated representative of the Commission shall
endeavor to resolve the dispute by correspondence and/or
telephone with the utility and the customer. If resolution
of the dispute is not achieved within 20 days of the Com-
mission representative’s initial effort, the Commission
shall hold an informal hearing to arbitrate the resolution
of the dispute. The informal hearing shall be governed by
the following rules:

a. Each party may be represented by legal counsel, if
desired.

b.  All such informal hearings may be recorded or held
in the presence of a stenographer.

c.  All parties will have the opportunity to present writ-
ten or oral evidentiary material to support the posi-
tions of the individual parties.

d. All parties and the Commission’s representative
shall be given the opportunity for cross-examination
of the various parties.

e. The Commission’s representative will render a writ-
ten decision to all parties within five working days
after the date of the informal hearing. Such written
decision of the arbitrator is not binding on any of the
parties and the parties will still have the right to
make a formal complaint to the Commission.

The utility may implement normal termination proce-

dures if the customer fails to pay all bills rendered during

the resolution of the dispute by the Commission.

Each utility shall maintain a record of written statements

of dissatisfaction and their resolution for a minimum of

one year and make such records available for Commis-
sion inspection.

D. Notice by utility of responsible officer or agent

1.

Each utility shall file with the Commission a written
statement containing the name, address (business, resi-
dence and post office) and telephone numbers (business
and residence) of at least one officer, agent or employee
responsible for the general management of its operations
as a utility in Arizona.

Each utility shall give notice, by filing a written statement
with the Commission, of any change in the information
required herein within five days from the date of any such
change.

E. Time-frames for processing applications for Certificates of
Convenience and Necessity

1.

This rule prescribes time-frames for the processing of any
application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this rule.
Within 120 calendar days after receipt of an application
for a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.
Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.
After receipt of a corrected application, staff shall notify
the applicant within 30 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staff determines that the appli-
cation is complete.
Within 150 days after an application is deemed adminis-
tratively complete, the Commission shall approve or
reject the application.
For purposes of A.R.S. § 41-1072 et seq., the Commis-
sion has established the following time-frames:
a. Administrative completeness review time-frame:
120 calendar days,
b. Substantive review time-frame: 150 calendar days,
c.  Overall time-frame: 270 calendar days.
If an applicant requests, and is granted, an extension or
continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the
extension or continuance.
During the substantive review time-frame, the Commis-
sion may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-
frame rules.

F. Filing tariffs

1.

Each utility shall file with the Commission tariffs which
are in compliance with the rules and regulations promul-
gated by the Arizona Corporation Commission within
120 days of the effective date of such rules.

Each utility shall file with the Commission any proposed
changes to the tariffs on file with the Commission; such
proposed changes shall be accompanied by a statement of
justification supporting the proposed tariff change.

Any proposed change to the tariffs on file with the Com-
mission shall not be effective until reviewed and
approved by the Commission.
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G. Accounts and records dependable, and affordable energy. Therefore, in order to

1. Each utility shall keep general and auxiliary accounting promote the state’s economic development and the health

records reflecting the cost of its properties, operating and welfare of its citizenry, each class A and B gas utility

income and expense, assets and liabilities, and all other shall file an energy conservation plan which encompasses
accounting and statistical data necessary to give complete at a minimum the following considerations:

and authentic information as to its properties and opera- a. Development of consumer education and assistance

tions. programs to aid the populace in reducing energy

2. Each utility shall maintain its books and records in con- consumption and cost.
formity with the Uniform Systems of Accounts for Class b. Participation in various energy conservation pro-
A, B, C and D Gas Utilities as adopted and amended by grams sponsored by other municipal, state or federal
the Federal Energy Regulatory Commission. government entities having such jurisdiction.

3. A utility shall produce or deliver in this state any or all of 2. Each utility shall file an energy conservation plan with
its formal accounting records and related documents the Commission within one year of the effective date of
requested by the Commission. It may, at its option, pro- these rules and annual updates thereafter when changes
vide verified copies of original records and documents. require such.

4.  All utilities shall submit an annual report to the Commis- s
sion on a form prescribed by it. The annual report shall be donted eff .Hlstorlcal Note
filed on or before the 15th day of April for the preceding Adopted effective March 2, 1982 (Supp. 82-2).
calendar year. Reports prepared by a certified or licensed R14-2-314.  Intermittent gas ignition
public accountant on the utility, if any, shall accompany A. Application and scope. The provisions of this rule are applica-
the annual report. ble to the following types of gas appliances:

5. All utilities shall file with the Commission a copy of all 1. All residential gas-fired space heating equipment requir-
reports required by the Securities and Exchange Commis- ing electrical supply for operation,
sion. 2. All residential gas-fired clothes dryers,

6.  All utilities shall file with the Commission a copy of all 3. All residential gas-fired household cooking appliances
annual reports required by the Federal Energy Regulatory having an electrical supply cord or electrical junction
Commission. box,

H. Maps. All utilities shall file with the Commission a map or 4. All residential gas-fired air conditioners,

maps clearly setting forth the location and extent of the area or 5. All residential decorative gas lots which are automati-

areas they hold under approved certificates of convenience and cally ignited and require electrical supply for operation,

necessity, in accordance with the Cadastral (Rectangular) Sur- 6. All residential vented decorative gas appliances which
vey of the United States Bureau of Land Management, or by are automatically lighted and require electrical supply for
metes and bounds with a starting point determined by the operation.

aforesaid Cadastral Survey. B. Prohibition of distribution, sales and installation

I.  Variations, exemptions of Commission rules and regulations. 1. No person shall cause to be distributed, sold or installed

Variations or exemptions from the terms and requirements of in this state a newly produced gas appliance subject to
any of the rules included herein (Title 14, Chapter 2, Article 3) this rule which has not been certified by the Commission.
shall be considered upon the verified application of an affected This prohibition shall not take effect for any particular
party to the Commission setting forth the circumstances type of gas appliance until 24 months after at least one
whereby the public interest requires such variation or exemp- model of that type of appliance has been certified by the
tion from the Commission rules and regulations. Such applica- Commission.

tion will be subject to the review of the Commission, and any 2. All gas appliances certified by the Commission shall have

variation or exemption granted shall require an order of the the statement, “This appliance is equipped with an inter-

Commission. In case of conflict between these rules and regu- mittent type ignition device” or “Equipped with IID” or

lations and an approved tariff or order of the Commission, the “IID Equipped” on the rating plate.

provisions of the tariff or order shall apply. C. Definitions. For the purpose of this rule, and unless otherwise

J.  Prior agreements. The adoption of these rules by the Commis- indicated, the following definitions shall apply in addition to
sion shall not affect any agreements entered into between the those definitions shown in Title 40, Section 1, Chapter 7, Arti-

utility and customers or other parties who, pursuant to such cle 1, Paragraph 40-1201, of the A.R.S.:

contracts, arranged for the extension of facilities in a provision 1. “Certified by the Commission” means that the Commis-

of service prior to the effective date of these rules. sion has acknowledged receipt of one of the following for

Historical Note an qppliance equipped with an intermittent type ignition

Adopted effective March 2, 1982 (Supp. 82-2). Amended dpwce; a photostatic copy of the. AGA. Ap.plllance Cer-
effective December 31, 1998, under an exemption from t1ﬁca}te or.the UL LlStln‘% Cemﬁcate; a 11§t1ng of the
the Attorney General certification requirements of the appliance in the A'.G ,A, D1rector}i‘ of Certlﬁqd Apph-
Arizona Administrative Procedure Act (Supp. 98-4). ances apd”Accessorle.s or the UL “Gas and Oil Eq}llp-

Amended effective December 31, 1998, under an exemp- ment List™; or a certified test report from a recogmz;d

tion as determined by the Arizona Corporation Commis- 1r'1deper1(kmt testing labora}tory acceptable to the Commis-

sion (Supp. 98-4). Amended to correct subsection sion stating that the apphancq has begn tested and con-
numbering (Supp. 99-4). form§ to the applicable American National Standards as

mentioned below.
R14-2-313. Conservation 2. “Newly produced” means not previously used for the pur-
Energy conservation plan pose for which designed or any other related purpose and

1. The Arizona Corporation Commission recognizes the constructed entirely of new unused parts and materials.
need for conservation of energy resources in order to
maintain an adequate and continuous supply of safe,
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3. “Rating plate” means a plate, or combination of adjacent
plates located so as to be easily read when the appliance
is in a normally installed position.

D. Gas-fired space heating equipment.

1. Except as otherwise provided, all intermittent type igni-
tion devices used on gas-fired space heating equipment
shall be certified by the Commission if they comply with
the standards approved by the American National Stan-
dards Institute, Inc., known as: ANSI Z21.20-1975, Auto-
matic Gas Ignition Systems and Components.

2. Except as otherwise provided, gas-fired space heating
equipment shall be certified by the Commission if it com-
plies with one of the standards approved by the American
National Standards Institute, Inc., known as:

a.  ANSI Z21.47-1973-Gas-Fired Gravity and Forced
Air Central Furnaces, addenda Z21.47a-1974, and
addenda Z21.47b-1975.

b. ANSI Z21-11.1-1974-Vented Room Heaters,
addenda Z21.11.1a-1975 and addenda Z21.11.1b-
1976.

c. ANSI Z21.13-1974-Gas-Fired Low-Pressure Steam
and Hot Water Boilers, and addenda Z21.13a-1976.

d. ANSI Z21.44-1977-Gas-Fired Gravity and Fan Type
Sealed Combustion System Wall Furnaces.

e. ANSI Z21.49-1975-Gas-Fired Gravity and Fan Type
Vented Wall Furnaces and addenda Z21.49a-1977.

f.  ANSI Z21.48-1973-Gravity and Fan Type Floor
Furnaces and addenda Z21.48a-1974 and addenda
721.48b-1975.

Gas clothes dryers.

1. Except as otherwise provided, all intermittent type igni-
tion devices used on gas clothes dryers shall be certified
by the Commission if they comply with the standards
approved by the American National Standards Institute,
Inc., known as: ANSI Z21.20-1975-Automatic Gas Igni-
tion Systems and Components.

2. Except as otherwise provided, gas clothes dryers shall be
certified by the Commission, if they comply with the
standards approved by the American National Standards
Institute, Inc., known as ANSI Z21.5.1-1975-Type 1
Clothes Dryers.

Household cooking gas appliances.

1. Except as otherwise provided, all intermittent type igni-
tion devices used on a household cooking gas appliance
shall be certified by the Commission if they comply with
the standards approved by the American National Stan-
dards Institute, Inc., known as: ANSI Z21.20-1975-Auto-
matic Gas Ignition Systems and Component.

2. Except as otherwise provided, household cooking gas
appliances shall be certified by the Commission if they
comply with the standards approved by the American
National Standards Institute, Inc., known as: ANSI
Z21.1-1974-Household Cooking Appliances, addenda
721.1a-1974, and addenda Z21.1b-1976.

Gas-fired air conditioners.

1. Except as otherwise provided, all intermittent type igni-
tion devices used on a gas-fired air conditioner shall be
certified by the Commission if they comply with the stan-
dards approved by the American National Standards
Institute, Inc., known as: ANSI Z21.20-1975-Automatic
Gas Ignition Systems and Components.

2. Except as otherwise provided, gas-fired air conditioners
shall be certified by the Commission, if they comply with
the standards approved by the American National Stan-
dards Institute, Inc., known as: ANSI Z21.40.1-1973-

Gas-Fired Absorption Summer Air Conditioning Appli-
ances, and addenda Z21.40.1a-1974.

Decorative gas logs.

1. Shall be certified by the Commission if they comply with
the standards approved by the American National Stan-
dards Institute, Inc., known as: ANSI Z21.20-1975-Auto-
matic Gas Ignition Systems and Components.

2.  Except as otherwise provided, gas-fired decorative gas
logs shall be certified by the Commission if they comply
with the standards approved by the American National
Standards Institute, Inc., known as: ANSI Z21.60-1975-
Decorative Gas Appliances for Installation in Vented
Fireplaces and addenda Z21.60a-1976.

Vented decorative gas appliances.

1. Shall be certified by the Commission if they comply with
the standards approved by the American National Stan-
dards Institute, Inc., known as: ANSI Z21.20-1975-Auto-
matic Gas Ignition Systems and Components.

2. Except as otherwise provided, gas-fired vented decora-
tive appliances shall be certified by the Commission if
they comply with the standards approved by the Ameri-
can National Standards Institute, Inc., known as: ANSI
721.50-1973-Vented  Decorative  Gas  Appliances,
addenda Z21.50a-1974 and addenda Z21.50b-1974.

The statement mentioned in subsection (B)(2) which is

required on the rating plate will be the Seal of Certification for

Arizona. The rating plate will be furnished and applied and

distributed by the manufacturer.

The Utilities Division of this Commission is charged with the

duty of maintaining the records necessary for the control of the

Certification Program and will notify manufacturers in accor-

dance with paragraph 40-1204, Article 1, Chapter 7, Title 40

of the Arizona Revised Statutes.

Variance. Variation from the terms and conditions of this rule

shall be permitted only upon the verified application of an

affected party to the Commission, setting forth the circum-
stances whereby the public interest requires such variation,
and upon the issuance of a special Order of the Commission.

The Commission may require an application for such variation

to be presented in a public hearing.

Historical Note
Former Section R14-2-135 renumbered as Section R14-
2-314 without change effective March 2, 1982
(Supp. 82-2).

ARTICLE 4. WATER UTILITIES

R14-2-401.  Definitions
In this Article, unless the context otherwise requires, the following
definitions shall apply:

1.  “Advance in aid of construction.” Funds provided to the
utility by the applicant under the terms of a main exten-
sion agreement the value of which may be refundable.

2. “Applicant.” A person requesting the utility to supply
water service.

3. “Application.” A request to the utility for water service,
as distinguished from an inquiry as to the availability or
charges for such service.

4. “Arizona Corporation Commission.” The regulatory
authority of the state of Arizona having jurisdiction over
public service corporations operating in Arizona.

5. “Billing month.” The period between any two regular
readings of the utility’s meters at approximately 30 day
intervals.

6. “Billing period.” The time interval between two consecu-
tive meter readings that are taken for billing purposes.
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20.
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22.

23.

24.

25.

26.

27.
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“Commodity charge.” The unit of cost per billed usage,
as set forth in the utility’s tariffs.

“Contributions in aid of construction.” Funds provided to
the utility by the applicant under the terms of a main
extension agreement and/or service connection tariff the
value of which are not refundable.

“Customer.” The person or entity in whose name service
is rendered, as evidenced by the signature on the applica-
tion or contract for that service, or by the receipt and/or
payment of bills regularly issued in his name regardless
of the identity of the actual user of the service.
“Customer charge.” The amount the customers must pay
the utility for the availability of water service, excluding
any water used, as specified in the utility’s tariffs.

“Day.” Calendar day.

“Distribution main.” A water main of the utility from
which service connections may be extended to customers.
“Interruptible water service.” Water service that is subject
to interruption or curtailment.

“Main extension.” The mains and ancillary equipment
necessary to extend the existing water distribution system
to provide service to additional customers.

“Master meter.” A meter for measuring or recording the
flow of water at a single location where said water is
transported through an underground piping system to ten-
ants or occupants for their individual consumption.
“Meter.” The instrument for measuring and indicating or
recording the volume of water that has passed through it.
“Meter tampering.” A situation where a meter has been
illegally altered. Common examples are meter bypassing,
use of magnets to slow the meter recording, and broken
meter seals.

“Minimum charge.” The amount the customer must pay
for the availability of water service, including an amount
of usage, as specified in the utility’s tariffs.

“Minimum delivery pressure.” 20 pounds per square inch
gauge at the meter or point of delivery.

“Permanent customer.” A customer who is a tenant or
owner of a service location who applies for and receives
water service.

“Permanent service.” Service which, in the opinion of the
utility, is of a permanent and established character. The
use of water may be continuous, intermittent, or seasonal
in nature.

“Person.” Any individual, partnership, corporation, gov-
ernmental agency, or other organization operating as a
single entity.

“Point of delivery.” The point where facilities owned,
leased, or under license by a customer connect to the util-
ity’s pipes or at the outlet side of the meter.

“Premises.” All of the real property and apparatus
employed in a single enterprise on an integral parcel of
land undivided by public streets, alleys or railways.
“Residential subdivision development.” Any tract of land
which has been divided into four or more contiguous lots
for use for the construction of residential buildings or per-
manent mobile homes for either single or multiple occu-
pancy.

“Residential use.” Service to customers using water for
domestic purposes such as personal consumption, water
heating, cooking, and other residential uses and includes
use in apartment buildings, mobile home parks, and other
multiunit residential buildings.

“Rules.” The regulations set forth in the tariffs which
apply to the provision of water service.

28.

29.

30.

31.

32.

33.

34.

35.

36.

R14-2-402.

“Service area.” The territory in which the utility has been
granted a Certificate of Convenience and Necessity and is
authorized by the Commission to provide water service.
“Service establishment charge.” The charge as specified
in the utility’s tariffs which covers the cost of establishing
a new account.

“Service line.” A water line that transports water from a
common source (normally a distribution main) of supply
to the customer’s point of delivery.

“Service reconnect charge.” The charge as specified in
the utility’s tariffs which must be paid by the customer
prior to reestablishment of water service each time the
water is disconnected for nonpayment or whenever ser-
vice is discontinued for failure otherwise to comply with
the utility’s fixed rules.

“Service reestablishment charge.” A charge as specified
in the utility’s tariffs for service at the same location
where the same customer had ordered a service discon-
nection within the preceding 12-month period.

“Single family dwelling.” A house, an apartment, a
mobile home permanently affixed to a lot, or any other
permanent residential unit which is used as a permanent
home.

“Tariffs.” The documents filed with the Commission
which list the services and products offered by the water
company and which set forth the terms and conditions
and a schedule of the rates and charges for those services
and products.

“Temporary service.” Service to premises or enterprises
which are temporary in character, or where it is known in
advance that the service will be of limited duration. Ser-
vice which, in the opinion of the utility, is for operations
of a speculative character is also considered temporary
service.

“Utility.” The public service corporation providing water
service to the public in compliance with state law.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

Certificates of Convenience and Necessity for

Water Utilities; Extensions of Certificates of Convenience and
Necessity for Water Utilities; Abandonment, Sale, Lease, Trans-
fer, or Disposal of a Water Utility; Discontinuance or Abandon-
ment of Water Utility Service

A. In this Section, unless otherwise specified:

1.

“Applicant” means a person who submits an application
to obtain a Certificate of Convenience and Necessity to
construct water utility facilities or operate as a water util-
ity or to extend the service area under an existing Certifi-
cate of Convenience and Necessity held by the person.
“CC&N” means Certificate of Convenience and Neces-
sity.

“Commission” means the Arizona Corporation Commis-
sion.

“Contiguous” means in actual contact, touching, such as
by sharing a common border.

“Extension area” means the geographic area that an appli-
cant is requesting to have added to the applicant’s exist-
ing CC&N service area.

B. Application for a new CC&N or extension of a CC&N
1.

Any person who desires to construct water ut111ty facili-
ties or to operate as a water utility shall, prior to com-
mencing construction of utility facilities or operations,
file with the Commission an application for a CC&N and
obtain Commission approval.
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2. Any utility that desires to extend its CC&N service area a. The applicant’s legal name, mailing address, and

shall file with the Commission an application for a
CC&N extension.
Before filing an application for a CC&N or a CC&N
extension, a person shall provide written notice of the
person’s intention to file the application to each person
who owns land within the proposed service area or exten-
sion area and who has not requested service. Each written
notice to a landowner shall include, at a minimum:

a. The legal name, physical address, mailing address
(if different), and telephone number of the intended
applicant;

b. The approximate date by which the application will
be filed;

c.  The type of services to be provided if the application
is approved;

d.  The physical addresses and toll-free telephone num-
bers, in Phoenix and Tucson, for the Consumer Ser-
vices Section of the Commission; and

e. The following information:

i.  That the recipient is a property owner within
the proposed service area or extension area;

ii.  That if the application is granted, the intended
applicant will be the exclusive provider of the
specific services to the proposed service area or
extension area and will be required by the
Commission to provide those services under
rates and charges and terms and conditions
established by the Commission;

iii. That a CC&N does not prohibit persons from
providing services only to themselves using
their own facilities on their own property,
although other applicable laws may restrict
such activity;

iv. That the application is available for inspection
during regular business hours at the offices of
the Commission and at the offices of the
intended applicant;

v.  That the Commission will hold a hearing on the
application;

vi. That the landowner may have the right to inter-
vene in the proceeding and may appear at the
hearing and make a statement on his or her own
behalf even if the landowner does not inter-
vene;

vii. That the landowner may contact the Commis-
sion for the date and time of the hearing and for
information on intervention;

viii. That the landowner may not receive any further
notice of the application proceeding unless
requested; and

ix. That the landowner may contact the intended
applicant or the Consumer Services Section of
the Commission if the landowner has any ques-
tions or concerns about the application, has any
objections to approval of the application, or
wishes to make a statement in support of the
application.

Within 10 days after filing an application for a CC&N or
a CC&N extension, an applicant shall provide written
notice of the application to the municipal manager or
administrator of each municipality with corporate limits
that overlap with or are within five miles of the proposed
service area or extension area. Each written notice shall
include, at a minimum:

telephone number;

. The date the application was filed,;

c.  The type of services to be provided if the application
is approved;

d. A description of the requested service area or exten-
sion area, expressed in terms of cadastral (quarter
section) or metes and bound survey;

e. The Commission docket number assigned to the
application; and

f.  Instructions on how to obtain a copy of the applica-
tion.

Each application for a new CC&N or CC&N extension

shall be submitted in a form and number prescribed by

the Commission and shall include, at a minimum, the fol-
lowing information:

a. The applicant’s legal name, mailing address, and
telephone number;

b. If the applicant will or does operate the utility under
a different business name, the name under which the
applicant will be doing business;

c.  The full name, mailing address, and telephone num-
ber of a management contact for the applicant;

d. The full name, mailing address, and telephone num-
ber of the attorney for the applicant, if any;

e. The full name, mailing address, and telephone num-
ber of the operator certified by the Arizona Depart-
ment of Environmental Quality who is or will be
working for the applicant;

f.  The full name, mailing address, and telephone num-
ber of the onsite manager for the applicant;

g.  Whether the applicant is a corporation, a partner-
ship, a limited liability company, a sole proprietor,
or another specified type of legal entity;

h. Ifthe applicant is a corporation, the following:

i.  Whether the applicant is a “C” corporation, an
“S” corporation, or a non-profit corporation
and whether the corporation is domestic or for-
eign;

ii. A list of the full names, titles, and mailing
addresses of each of the applicant’s officers and
directors;

iii. A copy of the applicant’s certificate of good
standing issued by the Commission’s Corpora-
tions Division;

iv. Unless the applicant is applying for a CC&N
extension, a certified copy of the applicant’s
articles of incorporation and by-laws; and

v. If the applicant is a for-profit corporation, the
number of shares of stock authorized for issue
and, if any stock has been issued, the number of
shares issued and date of issuance;

i.  Ifthe applicant is a partnership, the following:

i.  Whether the applicant is a limited partnership
or a general partnership and whether the part-
nership is domestic or foreign;

ii. The full names and mailing addresses of the
applicant’s general partners;

iii. The full names, mailing addresses, and tele-
phone numbers of the applicant’s managing
partners;

iv.  Unless the applicant is applying for a CC&N
extension, a copy of the applicant’s articles of
partnership; and
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v. If the applicant is a foreign limited partnership,
a copy of the applicant’s certificate of registra-
tion filed with the Arizona Secretary of State;

If the applicant is a limited liability company, the

following:

i.  The full names and mailing addresses of the
applicant’s managers or, if management is
reserved to the members, the applicant’s mem-
bers;

ii. Unless the applicant is applying for a CC&N
extension, a copy of the applicant’s articles of
organization;

The legal name and mailing address of each other
utility in which the applicant has an ownership inter-
est;
A description of the requested service area or exten-
sion area, expressed in terms of cadastral (quarter
section) or metes and bound survey;
The name of each county in which the requested ser-
vice area or extension area is located and a descrip-
tion of the area’s location in relation to the closest
municipality, which shall be named;
A complete description of the facilities proposed to
be constructed, including a preliminary engineering
report with specifications in sufficient detail to
describe each water system and the principal compo-
nents of each water system (e.g., source, storage,
transmission lines, distribution lines, etc.) to allow
verification of the estimated costs provided under
subsection (B)(5)(0) and verification that the
requirements of the Commission and the Arizona
Department of Environmental Quality can be met;
The estimated total construction cost of the proposed
offsite and onsite facilities, including documentation
to support the estimates, and an explanation of how
the construction will be financed, such as through
debt, equity, advances in aid of construction, contri-
butions in aid of construction, or a combination
thereof;
Documentation establishing the applicant’s financial
condition, including at least the applicant’s current
assets and liabilities, an income statement, the appli-
cant’s estimated revenue and expenses for the first
five years following approval of the application, and
the estimated value of the applicant’s utility plant in
service for the first five years following approval of
the application;
The rates proposed to be charged for services ren-
dered, shown in the form of a proposed tariff that
complies with Commission standards;
The estimated annual operating revenues and
expenses for the first five years of operation for the
requested service area or extension area, expressed
separately for residential, commercial, industrial,
and irrigation services, and including a description
of each assumption made to derive the estimates;

A detailed description of the proposed construction

timeline for facilities, with estimated starting and

completion dates and, if construction is to be phased,

a description of each separate phase of construction;

A copy of any requests for service from persons who

own land within the proposed service area or exten-

sion area, which shall identify the applicant by
name;

Maps of the proposed service area or extension area

identifying:

aa.

bb.

CC.

i.  The boundaries of the area, with the total acre-
age noted;

ii.  The land ownership boundaries within the area,
with the acreage of each separately owned par-
cel within the area noted;

iii. The owner of each parcel within the area;

iv. Any municipality corporate limits that overlap
with or are within five miles of the area;

v.  The service area of any public service corpora-
tion, municipality, or district currently provid-
ing water or wastewater service within one mile
of the area, with identification of the entity pro-
viding service and each type of service being
provided;

vi. The location within the area of any known
water service connections that are already
being provided service by the applicant;

vii. The location of all proposed developments
within the area;

viii. The proposed location of each water system
and the principal components described in sub-
section (B)(5)(n); and

ix. The location of all parcels for which a copy of a
request for service has been submitted per sub-
section (B)(5)(t);

A copy of each notice to be sent, as required under
subsection (B)(4), to a municipal manager or admin-
istrator;
A copy of each notice sent, as required under sub-
section (B)(3), to a landowner not requesting ser-
vice;
For each landowner not requesting service, either
the written response received from the landowner or,
if no written response was received, a description of
the actions taken by the applicant to obtain a written
response;
A copy of each city, county, or state agency approval
required by law to construct the proposed facilities
or operate the utility within the proposed service
area or extension area or, for any approval not yet
obtained, the status of the applicant’s application for
the approval,

The estimated number of customers to be served for

each of the first five years of operation, expressed

separately for residential, commercial, industrial,
and irrigation customers and including documenta-
tion to support the estimates;

A description of how wastewater service is to be

provided in the proposed service area or extension

area and the name of each wastewater service pro-
vider for the area, if any;

A letter from each wastewater service provider iden-

tified under subsection (B)(5)(aa), confirming the

provision of wastewater service for the proposed
service area or extension area;

Plans for or a description of water conservation mea-

sures to be implemented in the proposed service area

or extension area, including, at a minimum:

i. A description of the information about water
conservation or water saving measures that the
utility will provide to the public and its custom-
ers;

ii. A description of how the applicant will work
with each wastewater service provider identi-
fied under subsection (B)(5)(aa) to encourage
water conservation;
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iii. A description of the sources of water that will
be used to supply parks, recreation areas, golf
courses, greenbelts, ornamental lakes, and
other aesthetic water features;

iv. A description of any plans for the use of
reclaimed water;

v. A description of any plans for the use of
recharge facilities;

vi. A description of any plans for the use of surface
water; and

vii. A description of any other plans or programs to
promote water conservation;

dd. A backflow prevention tariff that complies with

Commission standards, if not already on file;

ee. A curtailment tariff that complies with Commission
standards, if not already on file;
ff. A copy of a Physical Availability Determination,

Analysis of Adequate Water Supply, or Analysis of

Assured Water Supply issued by the Arizona

Department of Water Resources for the proposed

service area or extension area or, if not yet obtained,

the status of the application for such approval;
gg. If the applicant is requesting a CC&N extension:

i. A current compliance status report from the
Arizona Department of Environmental Qual-
ity, dated no more than 30 days before the date
the CC&N extension application is filed, for
each water system operated by the applicant, as

a. The legal name, physical address, mailing address
(if different), and telephone number of the utility;

b. A description of the utility property proposed to be
abandoned, sold, leased, transferred, or otherwise
disposed of;

c. Documentation establishing the utility’s financial
condition, including at least the utility’s current
assets and liabilities, an income statement, the util-
ity’s revenue and expenses for the most recently
completed 12-month accounting period, and the
value of the utility’s utility plant in service;

d. The legal name, physical address, mailing address
(if different), and telephone number of any proposed
purchaser, lessee, transferee, or assignee;

e. The terms and conditions of the proposed abandon-
ment, sale, lease, transfer, or assignment and copies
of any agreement that has been or will be executed
concerning the transaction;

f. A description of the effect that the proposed transac-
tion will have upon the utility’s services;

g.  The method by which the proposed transaction is to
be financed;

h. A description of the effect that the proposed transac-
tion will have upon any other utility;

i.  The number of customers to be affected by the pro-
posed transaction; and

j- A description of the effect that the proposed transac-
tion will have upon customers.

identified by a separate Arizona Department of E. Additions or extensions of service contiguous to existing
CC&N service areas

Environmental Quality Public Water System
Identification Number; and
ii. A water use data sheet for the water system
being extended by the applicant; and
hh. The notarized signature of the applicant.

6. Upon receiving an application under subsection (B)(5),
Utilities Division staff shall review and process the appli-
cation in accordance with the requirements of R14-2-411.

7. Once Utilities Division staff determines that an applica-
tion submitted under subsection (B)(5) is administratively
complete, the Commission shall, as expeditiously as prac-
ticable, schedule a hearing to consider the application.

C. Application for discontinuance or abandonment of utility ser-
vice

1. A utility shall not discontinue or abandon any service cur-
rently in use by the public without first obtaining author-
ity therefor from the Commission.

2. A utility desiring to discontinue or abandon a service
shall file with the Commission an application identifying
the utility; including data regarding past, present and esti-
mated future customer use of the service; describing any
plant or facility that would no longer be in use if the
application were approved; and explaining why the utility
desires to discontinue or abandon the service.

3. A utility is not required to apply for Commission
approval to remove individual facilities where a customer
has requested service discontinuance.

D. Application for authority to abandon, sell, lease, transfer, or
otherwise dispose of a utility

1. A utility shall not abandon, sell, lease, transfer, or other-
wise dispose of its facilities or operation without first

1.

Except in the case of an emergency, a utility that proposes

to extend service to a parcel located in a non-certificated

area contiguous to its CC&N service area shall notify the

Commission before the service extension occurs.

Each notification required under subsection (E)(1) shall

be in writing, shall be verified, and shall set forth, at a

minimum:

a. The legal name, mailing address, and telephone
number of the utility;

b.  The number of persons to be served in the contigu-
ous parcel;

c. The legal description of the contiguous parcel and
the location of the structures to be served therein, in
relation to the utility’s CC&N service area; and

d. A statement that service will be extended only to a
non-certificated parcel contiguous to the utility’s
CC&N service area.

When emergency service is required to be provided to a

person in a non-certificated area contiguous to a utility’s

CC&N service area, the utility shall notify the Commis-

sion of the service extension as soon as possible after the

service extension occurs by providing written notice that

includes the information required under subsection (E)(2)

and describes the nature and extent of the emergency.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended

by adding subsection (C) effective September 28, 1982

(Supp. 82-5). Amended by final rulemaking at 15 A.A.R.

2066, effective January 22, 2010 (Supp. 09-4).

obtaining authority therefor from the Commission. R14-2-403. Establishment of service
Information from new applicants

2. A utility desiring to abandon, sell, lease, transfer, or oth- A.
erwise dispose of its facilities or operation shall file with
the Commission an application that includes, at a mini-
mum:

1.

A utility may obtain the following minimum information
from each new applicant for service:

a. Name or names of applicant(s).

b. Service address or location and telephone number
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c. Billing address/telephone number, if different than
service address.

d.  Address where service was provided previously.

e. Date applicant will be ready for service.

f.  Indication of whether premises have been supplied
with utility service previously.

g.  Purpose for which service is to be used.

h. Indication of whether applicant is owner or tenant of
or agent for the premises.

Each utility may require a new applicant for service to

appear at the utility’s designated place of business to pro-

duce proof of identity and sign the utility’s application

form.

Where service is requested by two or more individuals

the utility shall have the right to collect the full amount

owed to the utility from any one of the applicants.

Deposits

A utility may require a deposit from any new applicant

for service.

The utility shall issue a nonnegotiable receipt to the appli-

cant for the deposit. The inability of the customer to pro-

duce such a receipt shall in no way impair his right to
receive a refund of the deposit which is reflected on the
utility’s records.

Interest on deposits shall be calculated annually at an

interest rate filed by the utility and approved by the Com-

mission in a tariff proceeding. In the absence of such, the

interest rate shall be 6%.

Interest shall be credited to the customer’s bill annually.

Residential deposits shall be refunded within 30 days

after:

a. 12 consecutive months of service without being
delinquent in the payment of utility bills provided
the utility may reestablish the deposit if the customer
becomes delinquent in the payment of bills two or
more times within a 12-consecutive-month period.

b. Upon discontinuance of service when the customer
has paid all outstanding amounts due the utility.

A separate deposit may be required for each meter

installed.

The amount of a deposit required by the utility shall be

determined according to the following terms:

a. Residential customer deposits shall not exceed two
times the average residential class bill as evidenced
by the utility’s most recent annual report filed with
the Commission.

b. Nonresidential customer deposits shall not exceed 2
1/2 times that customer’s estimated maximum
monthly bill.

c. The utility may review the customer’s usage after
service has been connected and adjust the deposit
amount based upon the customer’s actual usage.

Upon discontinuance of service, the deposit may be

applied by the utility toward settlement of the customer’s

bill.

Grounds for refusal of service. A utility may refuse to estab-

lish service if any of the following conditions exist:

1.

2.

The applicant has an outstanding amount due for the
same class of utility service with the utility and the appli-
cant is unwilling to make arrangements with the utility
for payment.

A condition exists which in the utility’s judgment is
unsafe or hazardous to the applicant, the general popula-
tion, or the utility’s personnel or facilities.

Refusal by the applicant to provide the utility with a
deposit.

4.

6.

D. Service establishments,

Customer is known to be in violation of the utility’s tar-
iffs filed with the Commission or of the Commission’s
rules and regulations.

Failure of the customer to furnish such funds, service,
equipment, and/or rights-of-way necessary to serve the
customer and which have been specified by the utility as
a condition for providing service.

Applicant falsifies his or her identity for the purpose of
obtaining service.

re-establishments or reconnection

charge

1.

A utility may make a charge as approved by the Commis-
sion for the establishment, reestablishment, or reconnec-
tion of utility services.

Should service be established during a period other than
regular working hours at the customer’s request, the cus-
tomer may be required to pay an after-hour charge for the
service connection. Where the utility scheduling will not
permit service establishment on the same day requested,
the customer can elect to pay the after-hour charge for
establishment that day.

For the purpose of this rule, service establishments are
where the customer’s facilities are ready and acceptable
to the utility and the utility needs only to install a meter,
read a meter, or turn the service on.

E. Temporary service

1.

Applicants for temporary service may be required to pay
the utility, in advance of service establishment, the esti-
mated cost of installing and removing the facilities neces-
sary for furnishing the desired service.

Where the duration of service is to be less than one
month, the applicant may also be required to advance a
sum of money equal to the estimated bill for service.
Where the duration of service is to exceed one month, the
applicant may also be required to meet the deposit
requirements of the utility.

If at any time during the term of the agreement for service
the character of a temporary customer’s operations
changes so that in the opinion of the utility the customer
is classified as permanent, the terms of the utility’s main
extension rules shall apply.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended

subsections (B) and (D) effective September 28, 1982

(Supp. 82-5). Amended to correct subsection numbering

R14-2-404.

(Supp. 99-4).

Minimum customer information requirements

A. Information for residential customers

1.

Each utility shall make available upon customer request

not later than 60 days from the date of request a concise

summary of the rate schedule applied for by such cus-
tomer. The summary shall include the following:

a. Monthly minimum or customer charge, identifying
the amount of the charge and the specific amount of
usage included in the minimum charge, where appli-
cable.

b. Rate blocks, where applicable.

c. Any adjustment factor(s) and method of calculation.

The utility shall to the extent practical identify the tariff

most advantageous to the customer and notify the cus-

tomer of such prior to service commencement.

In addition, a utility shall make available upon customer

request not later than 60 days from the date of request a

copy of the Commission’s rules and regulations govern-

ing:
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a.  Deposits 3. Where service is being provided for the first time, the
b. Terminations of service customer shall provide and maintain a private cutoff
c. Billing and collection valve within 18 inches of the meter on the customer’s
d. Complaint handling. side of the meter, and the utility shall provide a like valve
4. Each utility upon written request of a customer shall on the utility’s side of such meter.
transmit a concise statement of actual consumption by 4. The Company may install its meter at the property line or,
such customer for each billing period during the prior 12 at the Company’s option, on the customer’s property in a
months unless such data is not reasonably ascertainable. location mutually agreed upon.
5. Each utility shall inform all new customers of their rights 5. Where the meter or service line location on the cus-
to obtain the information specified above. tomer’s premises is changed at the request of the cus-
B. Information required due to changes in tariffs tomer or due to alterations on the customer’s premises,
1. Each utility shall transmit to affected customers by the the customer shall provide and have installed at his
most economic means available a concise summary of expense all piping necessary for relocating the meter and
any change in the utility’s tariffs affecting those custom- the utility may make a charge for moving the meter and/
ers. or service line.
2. This information shall be transmitted to the affected cus- 6. The customer’s lines or piping must be installed in such a
tomer within 60 days of the effective date of the change. manner as to prevent cross-connection or backflow.
c 7. Each utility shall file a tariff for service and meter instal-
Adopted off t.HlS;/([)"cﬁlzN?;egz S 822 lations for Commission review and approval.
opted etiective March =, (Supp. 82-2). C. Easements and rights-of-way
R14-2-405. Service connections and establishments 1. Each customer shall grant adequate easement and right-
A. Priority and timing of service establishments of-way satisfactory to the utility to ensure that customer’s
1. After an applicant has complied with the utility’s applica- proper service connection. Failure on the part of the cus-
tion and deposit requirements and has been accepted for tomer to grant adequate easement and right-of-way shall
service by the utility, the utility shall schedule that cus- be grounds for the utility to refuse service.
tomer for service connection and/or establishment. 2. When a utility discovers that a customer or his agent is
2. Service establishments shall be scheduled for completion performing work or has constructed facilities adjacent to
within five working days of the date the customer has or within an easement or right-of-way and such work,
been accepted for service, except in those instances when construction or facility poses a hazard or is in violation of
the customer requests service establishment beyond the federal, state or local laws, ordinances, statutes, rules or
five working day limitation. regulations, or significantly interferes with the utility’s
3. When the utility has made arrangements to meet with a access to equipment, the utility shall notify the customer
customer for service establishment purposes and the util- or his agent and shall take whatever actions are necessary
ity or the customer cannot make the appointment during to eliminate the hazard, obstruction or violation at the
the prearranged time, the utility shall reschedule the ser- customer’s expense.
vice est'fll.alishment to the satischtion of bpth parties. . Historical Note
4. Each ut11}t}{ shall schedule service establishment appoint- Adopted effective March 2, 1982 (Supp. 82-2). Amended
ments w1th¥n a maximum range of four hoqrs during nor- subsection (B) effective September 28, 1982
mal working hours, unless another time-frame is (Supp. 82-5
o pp. 82-5).
mutually acceptable to the utility and the customer.
5. Service establishments shall be made only by qualified R14-2-406. Main extension agreements
utility service personnel. A. Each utility entering into a main extension agreement shall
6. For the purposes of this rule, service establishments are comply with the provisions of this rule which specifically
where the customer’s facilities are ready and acceptable defines the conditions governing main extensions.
to the utility and the utility needs only to install or read a B. An applicant for the extension of mains may be required to pay
meter or turn the service on. to the Company, as a refundable advance in aid of construc-
B. Service lines tion, before construction is commenced, the estimated reason-
1. An applicant for service shall be responsible for the cost able cost of all mains, including all valves and fittings.
of installing all customer piping up to the meter. 1. In the event that additional facilities are required to pro-
2. An applicant for service shall pay to the utility as a vide pressure, storage or water supply, exclusively for the
refundable advance in aid of construction the sum as set new service or services requested, and the cost of the
forth in the utility’s tariff for each size service and meter. additional facilities is disproportionate to anticipated rev-
Except where the refundable advances in aid of construc- enues to be derived from future consumers using these
tion for meters and service lines have been included in facilities, the estimated reasonable cost of such additional
refundable advances in aid of construction for line exten- facilities may be included in refundable advances in aid
sions and thus are refundable pursuant to main extension of construction to be paid to the Company.
contracts approved by the Commission, each advance in 2. Upon request by a potential applicant for a main exten-
aid of construction for a service line or meter shall be sion, the utility shall prepare, without charge, a prelimi-
repaid by the utility by an annual credit of 1/10 of the nary sketch and rough estimate of the cost of installation
amount received, said credit to be applied upon the water to be paid by said applicant. Any applicant for a main
bill rendered in November of each year until fully paid, extension requesting the utility to prepare detailed plans,
for each service and meter for which the advance was specifications, or cost estimates may be required to
made, and said credit to commence the month of Novem- deposit with the utility an amount equal to the estimated
ber for all such advances received during the preceding cost of preparation. The utility shall, upon request, make
calendar year. available within 45 days after receipt of the deposit
referred to above, such plans, specifications, or cost esti-
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Amounts advanced in aid of construction of main extensions
shall be refunded in accord with the rules of this Commission
in force and effect on the date the agreement therefor was exe-
cuted. All costs under main extension agreements entered into
after the adoption of this rule shall be refunded as provided
herein.

The Commission will not approve the transfer of any Certifi-
cate of Public Convenience and Necessity where the transferor
has entered into a main extension agreement, unless it is
demonstrated to the Commission that the transferor has agreed
to satisfy the refund agreement, or that the transferee has
assumed and has agreed to pay the transferor’s obligations
under such agreement.

All agreements entered into under this rule shall be evidenced
by a written statement, and signed by the Company and the
parties advancing the funds for advances in aid under this rule
or the duly authorized agents of each.

The size, design, type and quality of materials of the system,
installed under this rule location in the ground and the manner
of installation, shall be specified by the Company, and shall be
in accord with the requirements of the Commission or other
public agencies having authority therein. The Company may
install main extensions of any diameter meeting the require-
ments of the Commission or any other public agencies having
authority over the construction and operation of the water sys-
tem and mains, except individual main extensions, shall com-
ply with and conform to the following minimum
specifications:

1. 150 p.s.i. working pressure rating and

2. 67 standard diameter.

However, single residential customer advances in aid of con-
struction shall not exceed the reasonable cost of construction
of the 6-inch diameter main extension.

All pipelines, valves, fittings, wells, tanks or other facilities
installed under this rule shall be the sole property of the Com-
pany, and parties making advances in aid of construction under
this rule shall have no right, title or interest in any such facili-
ties.

The Company shall schedule all new requests for main exten-
sion agreements, and for service under main extension agree-
ments, promptly and in the order received.

An applicant for service seeking to enter into a main extension
agreement may request that the utility include on a list of con-
tractors from whom bids will be solicited, the name(s) of any
bonded contractor(s), provided that all bids shall be submitted
by the bid date stipulated by the utility. If a lower bid is thus
obtained or if a bid is obtained at an equal price and with a
more appropriate time of performance, and if such bid contem-
plates conformity with the Company’s requirements and speci-
fications, the Company shall be required to meet the terms and
conditions of the bid proffered, or to enter into a construction
contract with the contractor proffering such bid. Performance
bond in the total amount of the contract may be required by the
utility from the contractor prior to construction.

Any discounts obtained by the utility from contracts termi-
nated under this rule shall be accounted for by credits to the
appropriate account dominated as Contributions in Aid of
Construction.

All agreements under this rule shall be filed with and approved
by the Utilities Division of the Commission. No agreement
shall be approved unless accompanied by a Certificate of
Approval to Construct as issued by the Arizona Department of
Health Services. Where agreements for main extensions are
not filed and approved by the Utilities Division, the refundable
advance shall be immediately due and payable to the person
making the advance.
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mates of the proposed main extension. Where the appli- E.
cant accepts utility construction of the extension, the
deposit shall be credited to the cost of construction; other-
wise the deposit shall be nonrefundable. If the extension
is to include oversizing of facilities to be done at the util-
ity’s expense, appropriate details shall be set forth in the
plans, specifications and cost estimates. F.
3. Where the utility requires an applicant to advance funds
for a main extension, the utility shall furnish the applicant
with a copy of the Commission rules on main extension
agreements prior to the applicant’s acceptance of the util-
ity’s extension agreement.
4. In the event the utility’s actual cost of construction is less
than the amount advanced by the customer, the utility G
shall make a refund to the applicant within 30 days after
the completion of the construction or utility’s receipt of
invoices related to that construction.
5. The provisions of this rule apply only to those applicants H.
who in the utility’s judgment will be permanent custom-
ers of the utility. Applications for temporary service shall
be governed by the Commission’s rules concerning tem-
porary service applications.
Minimum written agreement requirements
1. Each main extension agreement shall include the follow-
ing information:
a.  Name and address of applicant(s)
b. Proposed service address
c.  Description of requested service
d.  Description and map of the requested line extension
e. Itemized cost estimate to include materials, labor,
and other costs as necessary
f.  Payment terms
g. A clear and concise explanation of any refunding
provisions, if applicable I
h.  Utility’s estimated start date and completion date for
construction of the main extension
2. Each applicant shall be provided with a copy of the writ-
ten main extension agreement.
Refunds of advances made pursuant to this rule shall be made J.
in accord with the following method: the Company shall each
year pay to the party making an advance under a main exten-
sion agreement, or that party’s assignees or other successors in K.
interest where the Company has received notice and evidence
of such assignment or succession, a minimum amount equal to
10% of the total gross annual revenue from water sales to each
bona fide consumer whose service line is connected to main
lines covered by the main extension agreement, for a period of
not less than 10 years. Refunds shall be made by the Company
on or before the 31st day of August of each year, covering any
refunds owing from water revenues received during the pre-
ceding July 1st to June 30th period. A balance remaining at the
end of the ten-year period set out shall become non-refund-
able, in which case the balance not refunded shall be entered
as a contribution in aid of construction in the accounts of the
Company, however, agreements under this general order may L.
provide that any balance of the amount advanced thereunder
remaining at the end of the 10 year period set out, shall there-
after remain payable in whole or in part and in such manner as
is set forth in the agreement. The aggregate refunds under this M.
rule shall in no event exceed the total of the refundable
advances in aid of construction. No interest shall be paid by
the utility on any amounts advanced. The Company shall make
no refunds from any revenue received from any lines, other
than customer service lines, leading up to or taking off from
the particular main extension covered by the agreement.
Supp. 18-3
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Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
subsections (D) and (K) effective September 28, 1982
(Supp. 82-5). Amended to correct subsection numbering

least 24 hours in advance of the scheduled date and esti-
mated duration of the service interruption. Such repairs
shall be completed in the shortest possible time to mini-
mize the inconvenience to the customers of the utility.

(Supp. 99-4). 5. The Commission shall be notified of interruptions in ser-

.. . vice affecting the entire system or any major division

R14-2-407.  Provision of service . thereof. Theginterruption oyf service an}cll caljlse shall be
A U.tlmy responsibility. Each utility shall be. resp ons1_ble for pro- reported within four hours after the responsible represen-
viding potable water to the customer’s point of delivery. tative of the utility becomes aware of said interruption by

B. Customer responsibility . s telephone to the Commission and followed by a written

1. anh_ customer shall be respons1ble for_ maintaining a_ll report to the Commission.
facilities on the (;ustomer’s side Of, the point of dellYery n E. Minimum delivery pressure. Each utility shall maintain a min-
2 safe and efficient manner and in accordance with the imum standard delivery pressure of 20 pounds per square inch
rules of the state Department of Health. . gauge (PSIG) at the customer’s meter or point of delivery.

2. Eé.lc.h customer ‘shall be .respon51ble for safeg?ardlng. all F. Construction standards. Each utility shall construct all facili-
utility property installed 1n-or on the customer’s premises ties in accordance with the guidelines established by the state
for the purpose of supplying water to that customer. Department of Health Services.

3. Each customer shall exercise all reasonable care to pre-
vent loss or damage to utility property, excluding ordi- Historical Note
nary wear and tear. The customer shall be responsible for Adopted effective March 2, 1982 (Supp. 82-2). Amended
loss of or damage to utility property on the customer’s subsection (F) effective September 28, 1982
premises arising from neglect, carelessness, or misuse (Supp. 82-5). Amended to correct subsection numbering
and shall reimburse the utility for the cost of necessary (Supp. 99-4).
repairs or replacements. . R14-2-408. Meter reading

4. Eagh customer shall be r;spons1ble for payment for any A. Frequency. Each meter shall be read monthly on as close to the
equipment damage resulting from unauthorized breaking same day as practical
of seals, interfering, tampering or bypassing the utility B Measurizg of service-
meter. : . . .

5. Each customer shall be responsible for notifying the util- L. ?;li\SV2?;3?;2?3‘3)13%?:5::léicihillﬂfaet Eﬁgﬁiﬁﬁ)oﬁlﬁle
ity of any failure identified in the utility’s equipment. at its option, provide a fixed char 5 schedule for tﬁe foi]-,

6. Water furnished by the utility shall be used only on the lowin p »P &
customer’s premises and shall not be resold to any other a ]‘% morary service where the water use can be read-
person. During critical water conditions, as determined ’ i estimge d
by the Commission, the customer shall use water only for b Pz]lblic and private fire protection service
those purposes specified by the Commission. Disregard c.  Water usedpfor street sgrinkling and sewer flushing
fgr this rule shal} be sufficient cause for refusal or discon- ' when provided for by contract between the utilit);
tinuance of service. o and the municipality or other local governmental

C. Continuity of service. Each utility shall make reasonable authority

efforts to supply a satisfactory and continuous level of service. d Other fixed charee schedules as shall be submitted

However, no utility shall be responsible for any damage or ) to and approve dl% the Commission

claim of damage attributable to any interruption or discontinu- 2 When there II)E more tﬁan one meter at. a location. the

ation of service resulting from: ) . . ) ’

1. Any cause against which the utility could not have rea- metter.ln(%. eciulfhme;nt .Sll.l:.ln %e S0 taggted ?ir plainly marked
sonably foreseen or made provision for, i.e., force C. Cust(?tile(; ;Ielqilc:stee d ree t?e‘::; dlsles cing metered.

) inajeu.r N Lo . . 1. Each utility shall at the request of a customer reread the

. ntentional service interruptions to make repairs or per- customer’s meter within 10 working days after such

form mutine maintenance request by the customer
D ?S’.ervigélritlat{clrnﬁgtti.ons 2. Any rereads shall be charged to t.he.customq at a rate on
: e . file and approved by the Commission, provided that the

1. Each utllle _shall make reasonab.le efforts to reestabl;sh original reading was not in error
?ﬁgﬁp t‘;vol Itll;lgcgz; shortest possible time when service 3. When a reading is found to be in error, the reread shall be

2. Each utility shall make reasonable provisions to meet at no charge to the customer. . .
emergencies resulting from failure of service, and each D. Access to customer premises. Each utility shall have the; right

o . . . . ’ . of safe ingress to and egress from the customer’s premises at
utility shall issue instructions to its employees covering all reasonable hours for any purpose reasonably connected
E ;ggf(tigrerseizlﬁeof;nﬁ?v:?elﬂltzh;ue\;f;é grfiilnzri%;lne (';l}; g;“ with the utility’s property used in furnishing service and the
I P & P P exlermse of any and all rights secured to it by law or these

. . rules.

3 igs;}llt?nzvﬁlntii(s)fugtircl)iﬂg?illlofnrilalelrgg?\?i}(]: eorthl:fl?illi?lsif;er E. Meter testing and maintenance program. Each utility shall
. . . . > Y may, establish a regular program of meter testing taking into
in the public interest, interrupt service to other customers account the following factors:
to provide necessary service to civil defense or other 1. Size of met & ’
emergency service agencies on a temporary basis until 2' AIZZ gfrI;l:tZ;
normal service to these agencies can be restored. 3 C (%nsum tion

4.  When a utility plans to interrupt service for more than 4' Character;istics of water
four hours to perform necessary repairs or maintenance, )
the utility shall attempt to inform affected customers at
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Customer requested meter tests. A utility shall test a meter
upon customer request and each utility shall be authorized to
charge the customer for such meter test according to the tariff
on file and approved by the Commission. However, if the
meter is found to be in error by more than 3%, no meter testing
fee will be charged to the customer.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
to correct subsection numbering (Supp. 99-4).

R14-2-409. Billing and collection
A. Frequency and estimated bills

1. Each utility shall bill monthly for services rendered.
Meter readings shall be scheduled for periods of not less
than 25 days or more than 35 days.

2. If the utility is unable to read the meter on the scheduled
meter read date, the utility will estimate the consumption
for the billing period giving consideration to the follow-
ing factors where applicable:

a.  The customer’s usage during the same month of the
previous year

b. The amount of usage during the preceding month.

3. After the second consecutive month of estimating the
customer’s bill for reasons other than severe weather, the
utility will attempt to secure an accurate reading of the
meter.

4.  Failure on the part of the customer to comply with a rea-
sonable request by the utility for access to its meter may
lead to the discontinuance of service.

5. Estimated bills will be issued only under the following
conditions:

a. Failure of a customer who read his own meter to
deliver his meter reading card to the utility in accor-
dance with the requirements of the utility billing
cycle.

b. Severe weather conditions which prevent the utility
from reading the meter.

c.  Circumstances that make it dangerous or impossible
to read the meter, i.e., locked gates, blocked meters,
vicious or dangerous animals, etc.

6. Each bill based on estimated usage will indicate that it is
an estimated bill.

Combining meters, minimum bill information

1. Each meter at a customer’s premises will be considered
separately for billing purposes, and the readings of two or
more meters will not be combined.

2. Each bill for residential service will contain the following
minimum information:

Date and meter reading at the start of billing period

Previous month’s meter reading

Billed usage

Utility telephone number

Customer’s name

Service account number (if available)

Amount due and due date

Past due amount (where appropriate)

Adjustment factor, where applicable

Other approved tariff charges.

TrmE o ao o

1. All bills for utility services are due and payable when ren-
dered. Any payment not received within 15 days from the
date the bill was rendered shall be considered delinquent.

2. For purposes of this rule, the date a bill is rendered may
be evidenced by:

a. The postmark date
b. The mailing date:

i.  Certified mail
ii.  Certificate of mailing.

3. All delinquent bills shall be subject to the provisions of
the utility’s termination procedures as set forth in R14-2-
410.

4.  All payments shall be made at or mailed to the office of
the utility or to the utility’s duly authorized representa-
tive.

Applicable tariffs, prepayment, failure to receive, commence-

ment date, taxes

1. Each customer shall be billed under the applicable tariff
indicated in the customer’s application for service.

2. Each utility shall make provisions for advance payment
for utility services.

3. Failure to receive bills or notices which have been prop-
erly placed in the United States mail shall not prevent
such bills from becoming delinquent nor relieve the cus-
tomer of his obligations therein.

4. Charges for service commence when the service is
installed and connection made, whether used or not.

5. In addition to the collection of regular rates, each utility
may collect from its customers a proportionate share of
any privilege, sales or use tax.

Meter error corrections

1. If any meter after testing is found to be more than 3% in
error, either fast or slow, proper correction between 3%
and the amount of the error shall be made of previous
readings and adjusted bills shall be rendered according to
the following terms:

a.  For the period of three months immediately preced-
ing the removal of such meter from service for test
or from the time the meter was in service since last
tested, but not exceeding three months since the
meter shall have been shown to be in error by such
test, or

b. From the date the error occurred, if the date of the
cause can be definitely fixed.

2. No adjustment shall be made by the utility except to the
customer last served by the meter tested.

Insufficient funds (NSF) checks

1. A utility shall be allowed to recover a fee, as approved by
the Commission for each instance where a customer ten-
ders payment for utility service with an insufficient funds
check.

2. When the utility is notified by the customer’s bank that
there are insufficient funds to cover the check tendered
for utility service, the utility may require the customer to
make payment in cash, by money order, certified check,
or other means which guarantee the customer’s payment
to the utility.

3. A customer who tenders an insufficient check shall in no
way be relieved of the obligation to render payment to the
utility under the original terms of the bill nor defer the
utility’s provision for termination of service for nonpay-
ment of bills.

Deferred payment plan

1. Each utility may, prior to termination, offer to qualifying
residential customers a deferred payment plan for the cus-
tomer to retire unpaid bills for utility service.

2.  Each deferred payment agreement entered into by the
utility and the customer due to the customer’s inability to
pay an outstanding bill in full shall provide that service
will not be discontinued if:

a. Customer agrees to pay a reasonable amount of the
outstanding bill at the time the parties enter into the
deferred payment agreement.
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b.  Customer agrees to pay all future bills for utility ser-
vice in accordance with the billing and collection
tariffs of the utility.

c. Customer agrees to pay a reasonable portion of the
remaining outstanding balance in installments over a
period not to exceed six months.

For the purposes of determining a reasonable installment

payment schedule under these rules, the utility and the

customer shall give consideration to the following condi-
tions:

Size of the delinquent account

Customer’s ability to pay

Customer’s payment history

Length of time that the debt has been outstanding

Circumstances which resulted in the debt being out-

standing

f.  Any other relevant factors related to the circum-
stances of the customer.

Any customer who desires to enter into a deferred pay-
ment agreement shall establish such agreement prior to
the utility’s scheduled termination date for nonpayment
of bills; customer failure to execute a deferred payment
agreement prior to the scheduled termination date shall
not prevent the utility from discontinuing service for non-
payment.
Deferred payment agreements may be in writing and may
be signed by the customer and an authorized utility repre-
sentative.
A deferred payment agreement may include a finance
charge as approved by the Commission in a tariff pro-
ceeding.
If a customer has not fulfilled the terms of a deferred pay-
ment agreement, the utility shall have the right to discon-
nect service pursuant to the utility’s termination of
service rules and, under such circumstances, it shall not
be required to offer subsequent negotiation of a deferred
payment agreement prior to disconnection.

opoos

H. Change of occupancy

1.

Not less than three working days advance notice must be
given in person, in writing, or by telephone at the utility’s
office to discontinue service or to change occupancy.

The outgoing party shall be responsible for all utility ser-
vices provided and/or consumed up to the scheduled turn-
off date.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended

R14-2-410.

subsection (C) effective September 28, 1982
(Supp. 82-5).

Termination of service

A. Nonpermissible reasons to disconnect service. A utility may
not disconnect service for any of the reasons stated below:

L.

Delinquency in payment for services rendered to a prior
customer at the premises where service is being provided,
except in the instance where the prior customer continues
to reside on the premises.

Failure of the customer to pay for services or equipment
which are not regulated by the Commission.
Nonpayment of a bill related to another class of service.
Failure to pay for a bill to correct a previous underbilling
due to an inaccurate meter or meter failure if the customer
agrees to pay over a reasonable period of time.

B. Termination of service without notice

1.

Utility service may be disconnected without advance
written notice under the following conditions:

a. The existence of an obvious hazard to the safety or
health of the consumer or the general population.

. The utility has evidence of meter tampering or fraud.

c.  Unauthorized resale or use of utility services.

d. Failure of a customer to comply with the curtailment
procedures imposed by a utility during supply short-
ages.

The utility shall not be required to restore service until the

conditions which resulted in the termination have been

corrected to the satisfaction of the utility.

Each utility shall maintain a record of all terminations of

service without notice. This record shall be maintained

for a minimum of one year and shall be available for
inspection by the Commission.

C. Termination of service with notice

1.

A utility may disconnect service to any customer for any
reason stated below provided the utility has met the
notice requirements established by the Commission:

a. Customer violation of any of the utility’s tariffs filed
with the Commission and/or violation of the Com-
mission’s rules and regulations.

b. Failure of the customer to pay a delinquent bill for
utility service.

c. Failure to meet or maintain the utility’s credit and
deposit requirements.

d. Failure of the customer to provide the utility reason-
able access to its equipment and property.

e. Customer breach of a written contract for service
between the utility and customer.

f.  When necessary for the utility to comply with an
order of any governmental agency having such juris-
diction.

Each utility shall maintain a record of all terminations of

service with notice. This record shall be maintained for

one year and be available for Commission inspection.

D. Termination notice requirements

1.

No utility shall terminate service to any of its customers
without providing advance written notice to the customer
of the utility’s intent to disconnect service, except under
those conditions specified where advance written notice
is not required.

Such advance written notice shall contain, at a minimum,

the following information:

a. The name of the person whose service is to be termi-
nated and the address where service is being ren-
dered.

b. The Commission rule or regulation that was violated
and explanation thereof or the amount of the bill
which the customer has failed to pay in accordance
with the payment policy of the utility, if applicable.

c. The date on or after which service may be termi-
nated.

d. A statement advising the customer to contact the
utility at a specific address or phone number for
information regarding any deferred payment or other
procedures which the utility may offer or to work
out some other mutually agreeable solution to avoid
termination of the customer’s service.

e. A statement advising the customer that the utility’s
stated reason for the termination of services may be
disputed by contacting the utility at a specific
address or phone number, advising the utility of the
dispute and making arrangements to discuss the
cause for termination with a responsible employee
of the utility in advance of the scheduled date of ter-
mination. The responsible employee shall be
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empowered to resolve the dispute and the utility
shall retain the option to terminate service.

E. Timing of terminations with notice

1.

2.

Each utility shall be required to give at least 10 days
advance written notice prior to the termination date.

Such notice shall be considered to be given to the cus-
tomer when a copy thereof is left with the customer or
posted first class in the United States mail, addressed to
the customer’s last known address.

If after the period of time allowed by the notice has
elapsed and the delinquent account has not been paid nor
arrangements made with the utility for the payment
thereof or in the case of a violation of the utility’s rules
the customer has not satisfied the utility that such viola-
tion has ceased, the utility may then terminate service on
or after the day specified in the notice without giving fur-
ther notice.

Service may only be disconnected in conjunction with a
personal visit to the premises by an authorized represen-
tative of the utility.

The utility shall have the right (but not the obligation) to
remove any or all of its property installed on the cus-
tomer’s premises upon the termination of service.

F. Landlord/tenant rule. In situations where service is rendered at
an address different from the mailing address of the bill or
where the utility knows that a landlord/tenant relationship
exists and that the landlord is the customer of the utility, and
where the landlord as a customer would otherwise be subject
to disconnection of service, the utility may not disconnect ser-
vice until the following actions have been taken:

1.

Where it is feasible to so provide service, the utility, after
providing notice as required in these rules, shall offer the
occupant the opportunity to subscribe for service in his or
her own name. If the occupant then declines to so sub-
scribe, the utility may disconnect service pursuant to the
rules.

A utility shall not attempt to recover from a tenant or con-
dition service to a tenant with the payment of any out-
standing bills or other charges due upon the outstanding
account of the landlord.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended

subsection (E) effective September 28, 1982

(Supp. 82-5). Amended to correct subsection numbering

(Supp. 99-4).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-411.

Administrative and Hearing Requirements

A. Customer service complaints

L.

Each utility shall make a full and prompt investigation of
all service complaints made by its customers, either
directly or through the Commission.

The utility shall respond to the complainant and/or the
Commission representative within five working days as
to the status of the utility investigation of the complaint.
The utility shall notify the complainant and/or the Com-
mission representative of the final disposition of each
complaint. Upon request of the complainant or the Com-
mission representative, the utility shall report the findings
of its investigation in writing.

4.

S.

The utility shall inform the customer of his right of appeal

to the Commission.

Each utility shall keep a record of all written service com-

plaints received which shall contain, at a minimum, the

following data:

a. Name and address of the complainant

b. Date and nature of the complaint

c. Disposition of the complaint

d. A copy of any correspondence between the utility,
the customer, and/or the Commission.

This record shall be maintained for a minimum period of

one year and shall be available for inspection by the

Commission.

B. Notice by utility of responsible officer or agent

1.

Each utility shall file with the Commission a written
statement containing the name, address (business, resi-
dence and post office) and telephone numbers (business
and residence) of the onsite manager of its operations.
Each utility shall give notice, by filing a written statement
with the Commission, of any change in the information
required herein within five days from the date of any such
change.

C. Time-frames for processing applications for Certificates of
Convenience and Necessity

1.

This rule prescribes time-frames for the processing of any
application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this rule.
Within 30 calendar days after receipt of an application for
a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.
Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.
After receipt of a corrected application, staff shall notify
the applicant within 30 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staff determines that the appli-
cation is complete.
Within 150 days after an application is deemed adminis-
tratively complete, the Commission shall approve or
reject the application.
For purposes of A.R.S. § 41-1072 et seq., the Commis-
sion has established the following time-frames:
a. Administrative completeness review time-frame: 30
calendar days,
b. Substantive review time-frame: 150 calendar days,
c.  Overall time-time: 180 calendar days.
If an applicant requests, and is granted, an extension or
continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the
extension or continuance.
During the substantive review time-frame, the Commis-
sion may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-
frame rules.

D. Accounts and records

1.

Each utility shall keep general and auxiliary accounting
records reflecting the cost of its properties, operating
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income and expense, assets and liabilities, and all other 4. “Arizona Corporation Commission.” The regulatory
accounting and statistical data necessary to give complete authority of the state of Arizona having jurisdiction over
and authentic information as to its properties and opera- public service corporations operating in Arizona.
tions. 5. “Basic exchange service.” Service provided to business
2. Each utility shall maintain its books and records in con- or residential customers at a flat or measured rate which
formity with the NARUC Uniform Systems of Accounts affords access to the telecommunications network.
for Class A, B, C and D Water Utilities. 6. “Billing period.” The time interval between the issuance
3. A utility shall produce or deliver in this state any or all of of two consecutive bills for utility service.
its formal accounting records and related documents 7. “Central office.” The switching equipment and operating
requested by the Commission. It may, at its option, pro- arrangements which provide exchange and long distance
vide verified copies of original records and documents. service to the public and interconnection of customer
4. All utilities shall submit an annual report to the Commis- telecommunication services.
sion on a form prescribed by it. The annual report shall be 8. “Contribution in aid of construction.” Funds provided to
filed on or before the 15th day of April for the preceding the utility by the applicant under the terms of a construc-
calendar year. tion agreement or construction tariff which are not
5. All utilities shall file with the Commission a copy of all refundable.
reports required by the Securities and Exchange Commis- 9. “Customer.” The person or entity in whose name service
sion. is rendered, as evidenced by the signature on the applica-
6.  All utilities shall file with the Commission a copy of all tion or contract for that service, or by the receipt and/or
annual reports required by the Federal Energy Regulatory payment of bills regularly issued in his name regardless
Commission. of the identity of the actual user of the service.
Maps. All utilities shall file with the Commission a map or 10. “Day.” Calendar day.
maps clearly setting forth the location and extent of the area or 11. “Line extension.” The lines and equipment necessary to
areas they hold under approved certificates of convenience and provide service to additional customers.
necessity, in accordance with the Cadastral (Rectangular) Sur- 12. “Person.” Any individual, partnership, corporation, gov-
vey of the United States Bureau of Land Management, or by ernmental agency, or other organization operating as a
metes and bounds with a starting point determined by the single entity.
aforesaid Cadastral Survey. 13. “Service access point.” A demarcation point where facili-
Variations, exemptions of Commission rules and regulations. ties owned, leased, or under license by a customer con-
Variations or exemptions from the terms and requirements of nect to the utility provided access line.
any of the rules included herein (Title 14, Chapter 2, Article 4) 14. “Premises.” All of the real property and apparatus
shall be considered upon the verified application of an affected employed in a single enterprise on an integral parcel of
party to the Commission setting forth the circumstances land undivided by public streets, alleys or railways.
whereby the public interest requires such variation or exemp- 15. “Residential subdivision development.” Any tract of land
tion from the Commission rules and regulations. Such applica- which has been divided into four or more contiguous lots
tion will be subject to the review of the Commission, and any with an average size of one acre or less for use for the
variation or exemption granted shall require an order of the construction of residential buildings or permanent mobile
Commission. In case of conflict between these rules and regu- homes for either single or multiple occupancy.
lations and an approved tariff or order of the Commission, the 16. “Rules.” The regulations set forth in the tariffs which
provisions of the tariff or order shall apply. apply to the provision of telephone service.
Prior agreements. The adoption of these rules by the Commis- 17. “Service area.” The territory in which the utility has been
sion shall not affect any agreements entered into between the granted a Certificate of Convenience and Necessity and is
utility and customers or other parties who, pursuant to such authorized by the Commission to provide telephone ser-
contracts, arranged for the extension of facilities in a provision vice.
of service prior to the effective date of these rules. 18. “Service charge.” The charge as specified in the utility’s
N tariffs which covers the cost of establishing moving,
Historical Note hangi " . . h
Adopted effective March 2, 1982 (Supp. 82-2). Amended 19 ¢ Aangmg or reconnecting service or equipment.
: . . ccess line.” A communications facility that connects
subsection (D) effective September 28, 1982 service from a common distribution source to the service
(Supp. 82-5). Amended effective December 31, 1998, .
under an exemption as determined by the Arizona Corpo- access pont. . .
20. “Tariffs.” The documents filed with the Commission

ration Commission (Supp. 98-4). Amended to correct
subsection numbering (Supp. 99-4).

ARTICLE 5. TELEPHONE UTILITIES

which list the utility services and products offered by the
utility and which set forth the terms and conditions and a
schedule of the rates and charges for those services and
products.

R14-2-501. Definitions
In this Article, unless the context otherwise requires, the following
definitions shall apply:

21. “Terminal equipment.” The equipment through which
communication services are furnished.
22. “Temporary service.” Service to premises or enterprises

1. “Advance in aid of construction.” Funds provided to the
utility by the applicant under the terms of a construction
agreement, which may be refundable.

2.  “Applicant.” A person or agency requesting the utility to
supply telephone service.

3. “Application.” A request to the utility for telephone ser-
vice, as distinguished from an inquiry as to the availabil-
ity or charges for such service.

23.

which are temporary in character, or where it is known in
advance that the service will be of limited duration. Ser-
vice which, in the opinion of the utility, is for operations
of a speculative character is also considered temporary
service.

“Toll service.” Service between stations in different
exchange areas for which a long distance charge is appli-
cable.
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24. “Utility.” The company providing telephone service to
the public in compliance with state law.
Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).
R14-2-502.  Certificate of Convenience and Necessity for tele-

phone utilities; additions/extensions; abandonments
A. Application for new Certificate of Convenience and Necessity

1.

Six copies of each application for a new Certificate of
Convenience and Necessity shall be submitted in a form
prescribed by the Commission and shall include, at a
minimum, the following information:

a. The proper name and correct address of the pro-
posed utility company and its owner if a sole propri-
etorship, each partner if a partnership, or the
President and Secretary if a corporation.

b. A copy of the Articles of Partnership or Articles of
Incorporation for the applicant and/or Bylaws if the
utility is a non-profit organization, or association.

c.  The rates proposed to be charged for the service that
will be rendered.

d. A financial statement setting forth the financial con-
dition of the applicant.

e. Maps of the proposed service area and/or a descrip-
tion of the area proposed to be served.

f.  Appropriate city, county and/or state agency approv-
als, where appropriate.

g.  The actual number of customers within the service
area as of the time of filing and the estimated num-
ber of customers to be served for each of the first
five years of operation.

h.  Such other information as the Commission by order
or the staff of the Utilities Division by written direc-
tive may request.

Once the applicant has satisfied the information require-

ments of this regulation, as well as any additional infor-

mation required by the staff of the Commission’s Utilities

Division, the Commission shall, as expeditiously reason-

ably practicable, schedule hearings to consider such

application.

B. Additions/extensions to existing Certificates of Convenience
and Necessity. Each utility which extends utility service to a
person not located within its certificated service area, but
located in a non-certificated area contiguous to its certificated
service area, shall, notify the Commission of such service
extension.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended

R14-2-503.

to correct subsection numbering (Supp. 99-4).

Establishment of service

A. Information from new applicants

1.

A utility may obtain the following minimum information

from each new applicant for service:

a. Name or names of applicant(s).

b. Service address or location and telephone number

c. Billing address, if different than service address.

d. Address and telephone number where service was

provided previously.

Date applicant will be ready for service.

Indication of whether premises have been supplied

with telephone utility service previously.

g. Class of service to be provided.

h. Indication of whether applicant is owner or tenant of
or agent for the premises.

o

2.

A utility may require a new applicant for service to
appear at the utility’s designated place of business to pro-
duce proof of identity and sign the utility’s application
form.

Where service is requested by two or more individuals
the utility shall have the right to collect the full amount
owed to the utility from any one of the applicants.

B. Deposits

1.

A utility shall not require a deposit from a new applicant
for residential service if the applicant is able to meet any
of the following requirements:

a. The applicant has had continuous telephone service
of a comparable nature with the utility at another
service location within the past two years and was
not delinquent in payment more than once during the
last 12 consecutive months or disconnected for non-
payment.

b. The applicant can produce a letter regarding credit
or verification from a telephone utility where service
of a comparable nature was last received which
states:

i.  Applicant had a timely payment history at time
of service discontinuation.

ii. Applicant has no outstanding liability from
prior service.

c. In lieu of a deposit, a new applicant may provide a
Letter of Guarantee from an existing customer with
service who is acceptable to the utility or a surety
bond as security for the utility. The utility shall
review and release an existing customer as a guaran-
tor for the new applicant after 12 consecutive
months if no obligations are delinquent and has
maintained a timely payment history.

The utility shall issue a nonnegotiable receipt to the appli-
cant for the deposit. The inability of the customer to pro-
duce such a receipt shall in no way impair his right to
receive a refund of the deposit which is reflected on the
utility’s records.
Deposits shall be interest bearing; the interest rate and
method of calculation shall be filed with and approved by
the Commission in a tariff proceeding.
Each utility shall file a deposit refund policy with the
Commission, subject to Commission review and approval
during a tariff proceeding. However, each utility’s refund
policy shall include provisions for residential deposits
and accrued interest to be refunded after 12 months of
service if the customer has not been delinquent in the
payment of utility bills or applied to the closing bill upon
discontinuance of service.

A utility may require a residential customer to establish a

deposit if the customer becomes delinquent in the pay-

ment of two or more bills within a 12-consecutive-month
period or has been disconnected for service during the
last 12 months.

The amount of a deposit required by the utility shall be

determined according to the following terms:

a. Residential customer deposits shall not exceed two
times that customer’s estimated average monthly bill
or the average monthly bill for the customer class for
that customer which ever is greater.

b. Nonresidential customer deposits shall not exceed 2
1/2 times that customer’s estimated maximum
monthly bill.

The utility may review the customer’s usage after service

has been connected and adjust the deposit amount based

upon the customer’s actual usage.
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Grounds for refusal of service. A utility may refuse to estab-
lish service if any of the following conditions exist:

1.

6.

The applicant has an outstanding amount due for similar
utility services and the applicant is unwilling to make
acceptable arrangements with the utility for payment.

A condition exists which in the utility’s judgment is
unsafe or hazardous to the applicant, the general popula-
tion, or the utility’s personnel or facilities.

Refusal by the applicant to provide the utility with a
deposit when the customer has failed to meet the credit
criteria for waiver of deposit requirements.

Customer is known to be in violation of the utility’s tar-
iffs filed with the Commission.

Failure of the customer to furnish such funds, suitable
facilities, and/or rights-of-way necessary to serve the cus-
tomer and which have been specified by the utility as a
condition for providing service.

Applicant falsifies his or her identity for the purpose of
obtaining service.

Service establishments, re-establishments or reconnection
charge

1.

Each utility may make a charge as approved by the Com-
mission for the establishment, reestablishment, or recon-
nection of utility services.

Should service be established during a period other than
regular working hours at the customer’s request, the cus-
tomer may be required to pay an after-hour charge for the
service connection.

For the purpose of this rule, service establishments are
where the customer’s and utility’s facilities are ready and
acceptable.

Temporary service

1.

Applicants for temporary service may be required to pay
the utility, in advance of service establishment, the funds
provided under the terms of a construction agreement or
the cost of installing and removing the facilities necessary
for furnishing the desired service.

Where the duration of service is to be less than one
month, the applicant may also be required to advance a
sum of money equal to the estimated bill for service.

If at any time the character of a temporary customer’s
operations changes so that in the opinion of the utility the
customer is classified as permanent, the terms of the util-
ity’s construction agreement or tariff shall apply.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended

to correct subsection numbering (Supp. 99-4).

Minimum customer information requirements

Information for residential customers

1.

Each utility shall make available upon customer request

not later than 60 days from the date of request a concise

summary of the rate schedule applied for by such cus-

tomer. The summary shall include the following:

a.  The charges for basic service and incremental ancil-
lary services requested by the applicant.

In addition, a utility shall make available upon customer

request not later than 60 days from date of service com-

mencement a concise summary of the utility’s tariffs or

the Commission’s rules and regulations concerning:

a.  Deposits

b.  Terminations of service

c. Billing and collection

d. Complaint handling.

Information required due to changes in tariffs

1.

R14-2-505.

Each utility shall transmit to affected customers by the
most economic means available a concise summary of
any change in the utility’s tariffs affecting those custom-
ers.

This information shall be transmitted to the affected cus-
tomer within 60 days of the effective date of the change.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

Service connections and establishments

A. Priority and timing of service establishments

1.

After an applicant has complied with the utility’s applica-
tion, construction agreement, or tariff, deposit require-
ments and has been accepted for service by the utility, the
utility shall schedule that customer for service connection
and/or establishment.

Service establishments shall be scheduled for completion
within 10 working days of the date the customer has been
accepted for service, except in those instances when the
customer requests service establishment beyond the 10
working day limitation.

The maximum interval of 10 working days applies to sin-
gle line residence and business installations only. Multi-
line services and any special equipment configurations
shall be installed within a reasonable time-frame based on
availability of necessary equipment.

When a utility has made arrangements to meet with a cus-
tomer for service establishment purposes and the utility
or the customer cannot make the appointment during the
prearranged time, the utility shall reschedule the estab-
lishment to the satisfaction of both parties.

Unless another time-frame is mutually acceptable to the
utility and the customer, each utility shall schedule ser-
vice establishment appointments within a maximum
range of four hours during normal working hours.

For the purposes of this rule, service establishments are
where the utility’s and customer’s facilities are available
and the utility needs only to connect the service.

B. Access line connection

1.

2.

3.

Provision of services beyond service access point

a. Facilities beyond the service access point may be
provided by either the utility or the customer. Where
the facilities are provided by the customer the instal-
lation shall be in accordance with the utility’s speci-
fications.

b. The cost of all new construction of inside customer
premise wiring shall be the responsibility of the cus-
tomer.

Company provided facilities

a. The utility shall provide all facilities up to the ser-
vice access point.

b. A customer requesting an underground service con-
nection in an area served by overhead facilities shall
pay for the difference between the cost of an over-
head service connection and the actual cost of the
underground connection as a nonrefundable contri-
bution. The customer may elect to provide the
underground trenching on private property as an off-
setting portion of the additional cost of the under-
ground facilities.

c. In those instances where the utility is supplying the
customer’s terminal equipment, the utility may pro-
vide any inside wiring beyond the point of access in
accordance with approved tariffs filed with the
Commission.

Easements and rights-of-way
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a. Each customer shall grant adequate easement and
right-of-way satisfactory to the utility to ensure that
customer’s proper service connection. Failure on the
part of the customer to grant adequate easement and
right-of-way shall be grounds for the utility to refuse
service.

b.  When a utility discovers that a customer or his agent
is performing work or has constructed facilities adja-
cent to or within an easement or right-of-way and
such work, construction or facility poses a hazard or
is in violation of federal, state or local laws, ordi-
nances, statutes, rules or regulations, or significantly
interferes with the utility’s access to equipment, the
utility shall notify the customer or his agent and
shall take whatever actions are necessary to elimi- C.
nate the hazard, obstruction or violation at the cus-
tomer’s expense.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-506. Construction Agreements
A. General requirements

1. Each utility shall file for Commission approval a tariff
which incorporates the provisions of this rule and specifi-
cally defines the conditions governing construction
agreements. Subsections (A), (B), (C), and (D) of this
Section do not apply to tariffs providing for construction
charges fixed by zone.

2. Upon request by an applicant for service, the utility shall
provide, without charge, a preliminary sketch and rough
estimates of the cost of installation to be paid by said
applicant.

3. Any applicant for service requesting the utility to prepare
detailed plans, specifications, or cost estimates may be
required to deposit with the utility an amount equal to the
estimated cost of preparation. The utility shall, upon
request, make available within 90 days after receipt of the
deposit referred to above, such plans, specifications, or
cost estimates of the proposed construction. Where the
applicant authorizes the utility to proceed with construc-
tion of the extension, the deposit shall be credited to the
cost; otherwise the deposit shall be nonrefundable. If the
extension is to include oversizing of facilities to be done
at the utility’s expense, appropriate details shall be set
forth in the plans, specifications and cost estimates.

4.  Where the utility requires an applicant to advance funds
for construction, the utility shall furnish the applicant D.
with a copy of the agreement or tariff of the appropriate
utility prior to the applicant’s acceptance.

5. All construction agreements requiring payment by the
applicant shall be signed by each party. E.

6. In the event the utility’s actual cost of construction is less
than the amount advanced by the customer under a con-
struction agreement, the utility shall make a refund to the
applicant within 120 days of service commencement.

7. The provisions of this rule apply only to those applicants
who in the utility’s judgment will be permanent custom-
ers of the utility. Applications for temporary service shall
be governed by the Commission’s rules concerning tem-
porary service applications.

B. Minimum written agreement requirements

1. Each construction agreement shall, at a minimum,
include the following information:

a. Name and address of applicant or applicants;
b. Proposed service address or location;
c.  Description of requested service;

2.

d.  Description and sketch of the requested construction

e. A cost estimate to include materials, labor, and other
costs as necessary;

f.  Payment terms;

g. A concise explanation of any refunding provisions,
if applicable;

h.  Utility’s estimated start date and completion date for
construction;

i. A summary of the results of the economic feasibility
analysis performed by the utility to determine the
amount of advance required from the applicant for
the proposed construction.

Each applicant shall be provided with a copy of the con-

struction agreement.

Construction requirements. Each construction tariff shall
include the following provisions:

1.

A maximum footage and/or equipment allowance to be
provided by the utility at no charge. The maximum foot-
age and/or equipment allowance may be differentiated by
customer class.

An economic feasibility analysis for construction which
exceed the maximum footage and/or equipment allow-
ance. Such economic feasibility analysis shall consider
the incremental revenues and costs associated with the
construction. In those instances where the requested con-
struction does not meet the economic feasibility criteria
established by the utility, the utility may require the cus-
tomer to provide funds to the utility, which will make the
construction economically feasible. The methodology
employed by the utility in determining economic feasibil-
ity shall be applied uniformly and consistently to each
applicant requiring a construction.

The timing and methodology by which the utility will
refund any advances in aid of construction as additional
customers are served off the construction project. The
customer may request an annual survey to determine if
additional customers have been connected to and are
using service from the project. In no case shall the
amount of the refund exceed the amount originally
advanced.

All advances in aid of construction shall be noninterest
bearing.

If after five years from the utility’s receipt of the advance,
the advance has not been totally refunded, the advance
shall be considered a contribution in aid of construction
and shall no longer be refundable.

Residential subdivision development and permanent mobile
home parks. Each utility shall submit as a part of its construc-
tion tariff provisions for residential subdivision developments
and permanent mobile home parks.

Underground extension of communication lines

1.

Extension of communication lines necessary to furnish
permanent communication service to new residential
buildings or mobile homes within a new or undeveloped
subdivision and to residential development in which
facilities for communication service have not been con-
structed for which applications are made by a developer
shall be installed underground in accordance with the
provisions set forth in this regulation and in accordance
with applicable tariffs on file with this Commission
except where it is not feasible from an engineering, oper-
ational or economic standpoint.
Rights-of-way and easements
a.  The utility shall construct or cause to be constructed
and shall own, operate and maintain all underground
communication feeder, distribution and service lines
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along public streets, roads and highways and on
public lands and private property which the utility
has the legal right to occupy.

b. Rights-of-way and easements suitable to the utility
must be furnished by the developer at no cost to the
utility and in reasonable time to meet service
requirements. No underground communication facil-
ities shall be installed by a utility until the final
grades have been established and furnished to the
utility. In addition, the easement strips, alleys and
streets must be graded to within six inches of final
grade by the developer before the utility will com-
mence construction. Such clearance and grading
must be maintained by the developer during con-
struction by the utility.

c. If, subsequent to construction, the clearance or grade
is changed in such a way as to require relocation of
the underground facilities, the cost of such reloca-
tion shall be borne by the developer or subsequent
owners.

3. Installation of underground communication lines within
subdivision and multiple occupancy residential develop-
ments:

a. The developer shall provide the trenching backfill
(including any imported backfill required), compac-
tion, repaving, and any earthwork required to install
the underground communication system all in accor-
dance with the reasonable specifications and sched-
ules of other utilities in the same area when feasible.
At its option, if the utility’s cost therefore is equal to
or less than that which the developer would other-
wise have to bear, the utility may elect at the devel-
oper’s expense to perform the activities necessary to
fulfill the developer’s responsibility hereunder.

b.  Each utility shall promptly inspect the trenching pro-
vided by the developer and allow for phased inspec-
tion of trenching. In all cases, the utility shall make
every effort to expedite the inspection of developer

G

views to the Commission in conjunction with such
referrals.

b. Notwithstanding any provision of this regulation to
the contrary, no utility shall construct overhead com-
munication lines in any new subdivision or new
multiple occupancy residential development to
which this regulation is applicable and which is con-
tiguous to another subdivision or multiple occu-
pancy residential development in which service is
furnished underground without the approval of the
Commission after a public hearing.

Nonapplicability. Any underground communication distribu-
tion system requiring more than normal communication ser-
vice is not covered by this regulation and shall be constructed
pursuant to the effective rules and regulations of the affected
utility as approved by the Commission.

Ownership of facilities. Any facilities installed hereunder shall
be the sole property of the utility.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
by exempt rulemaking at 5 A.A.R. 2054, effective June 4,
1999 (Supp. 99-2). Amended to correct subsection num-
bering (Supp. 99-4). Amended by final rulemaking at 15
A.A.R. 1933, effective December 27, 2009 (Supp. 09-4).

Editor’s Note: The following Section was amended under an

exemption from the Attorney General certification provisions of
the Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not certified by
the Attorney General.

R14-2-507.
A.

Provision of Service

Utility responsibility. Each utility shall be responsible for
maintaining in safe operating condition all equipment and fix-
tures used in providing utility service to the customer that are
owned by and under the exclusive control of the utility.

provided trenching B. Customer responsibility
c. The utility shall install or cause to be installed 1. Each customer shall be responsible for safeguarding all
' underground communication lines and related utility property installed in or on the customer’s premises
equipment with sufficient capacity and suitable for the purpose of supplying utility service to that cus-
materials that ensure adequate and reasonable com- tomer. . .
munication service in the foreseeable future and in 2. Each customer sha_ll. be responsible for maintaining in
accordance with the applicable provisions of Insti- safe operating condition all customer provided equipment
tute of Electrical and Electronic Engineers, Inc., and fixtures. .
Pub. No. C2-2007, The National Electrical Safety 3. Each customer shall exercise all reasonable care to pre-
Code (2007), which is incorporated by reference in vent loss or damage to utility property, excludlng ordi-
R14-2-207(E)(3)(c) nary wear and tear. The customer shall be responsible for
d.  When developer is required to provide a trench for loss (_)f or qa.m age to utility property on the customer’s
other underground utilities and services, the utility premises arising from neglect, .tl?eft, carelessness, or mis-
shall use such common trench as long as the utility’s use and shall reimburse the utility for the cost of neces-
design layout, easement specification, routing and sary repairs or replacements. .
scheduling requirements can be met, unless other- 4. Each customer shall be responsible fqr payment for any
wise agreed upon by utility and developer in writing equipment damage and/or use 'resultlng frgm unautho-
or as otherwise established by the Commission. rized use, interfering or tampering of the utility’s equip-
4. Special conditions ment on the customer’s premises.
a.  When the application of any of the provisions of the 5. Eth customer shall IlOtl.f)'/ the utll'lty of any equipment
regulation appears to either party not to be feasible fallp e 1dent1ﬁ§d in the utlht}ﬁs equipment.
from an engineering, operational or economic stand- C. Continuity of service. Each utility shall make reasonable
point, the utility or tile developer may refer the mat- efforts to supply a satisfactory and continuous level of service.
ter t(; the Commission for a determination as to However, no utility shall be responsible for any damage or
whether an exception to the underground policy claim of damage attributable to any interruption or discontinu-
expressed within the provisions of this regulation is ation of service resu}tlng frqm but not l}mlted to:
warranted. Interested third parties may present their 1. Any cause against which the “t‘m_y could not h_ave rea-
sonably foreseen or made provision for, that is, force
majeure.
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Intentional service interruptions to make repairs or per-
form routine maintenance of services constituting excus-
able negligence.

D. Service interruptions

1.

Each utility shall make reasonable efforts to reestablish
service within the shortest possible time when service
interruptions occur.

Each utility shall make reasonable provisions to meet
emergencies resulting from failure of service, and each
utility shall issue instructions to its employees covering
procedures to be followed in the event of emergency in
order to prevent or mitigate interruption or impairment of
service.

In the event of a national emergency or local disaster
resulting in disruption of normal service, the utility may,
in the public interest, interrupt service to other customers
to provide necessary service to civil defense or other
emergency service agencies on a temporary basis until
normal service to these agencies can be restored.

When a utility plans to interrupt service for more than
four hours to perform necessary repairs or maintenance,
the utility shall attempt to inform affected customers at
least 24 hours in advance of the scheduled date and esti-
mated duration of the service interruption. Such repairs
shall be completed in the shortest possible time to mini-
mize the inconvenience to the customers of the utility.
The Commission shall be notified of major interruptions
in service affecting the entire system or any major divi-
sion.

E. Construction standards. Each utility shall construct all facili-
ties in accordance with the provisions of Institute of Electrical
and Electronic Engineers, Inc., Pub. No. C2-2007, The
National Electrical Safety Code (2007), which is incorporated
by reference in R14-2-207(E)(3)(c).

Historical Note

R14-2-508.

Adopted effective March 2, 1982 (Supp. 82-2). Amended
effective August 16, 1996 (Supp. 96-3). Amended by
exempt rulemaking at 5 A.A.R. 2054, effective June 4,
1999 (Supp. 99-2). Amended to correct subsection num-
bering (Supp. 99-4). Amended by final rulemaking at 15
A.A.R. 1933, effective December 27, 2009 (Supp. 09-4).

Billing and collection

A. Frequency. Each utility shall bill monthly for services ren-

B.

dered.

Minimum bill information. Each utility shall provide the fol-

lowing minimum information on customer bills:

1. Monthly charge for basic exchange service including F.

delineation of the following:

a. Total charge for customer requested services and/or

equipment.

b. Installation costs or other service fees, where appli-

cable.
c.  Reconnect fee, where applicable.

2. Toll charges broken down to include the following details

by toll call:

a. Date of call

b. Time of call

c. Location called

d. Phone number called
e. Duration of call

f.  Indication of any rate class applied.

3. Miscellaneous charges and credits shall be shown sepa-

rately.
4.  Any taxes included in the customer’s billing.
5. Total amount due and due date.

6.
7.
8.
9.

Past due amount.

Utility telephone number.
Customer’s name.
Service account number.

Billing terms: Each utility shall file a tariff which incorporates
the following billing procedures:

1.

2.

3.

The billing date shall be printed on the bill and the date
rendered shall be the mailing date.

Bills for telephone services may be considered delinquent
15 days after the date the bill is rendered.

Delinquent accounts for which payment has not been
received may be terminated 22 days after the date the bill
is rendered.

All payments shall be made at or mailed to the office of
the utility or to the utility’s duly authorized representa-
tive.

Applicable tariffs, prepayment, failure to receive, commence-
ment date, taxes

1.
2.

3.

Each customer shall be billed under the applicable tariff.
Each utility shall make provisions for advance payment
for utility services.

Failure to receive bills or notices which have been prop-
erly placed in the United States mail shall not prevent
such bills from becoming delinquent nor relieve the cus-
tomer of his obligations therein.

Charges for service commence when the service is
installed and connection made, whether used or not.

In addition to the collection of regular rates, each utility
may collect from the customer a proportionate share of
any privilege, sales or use tax, or other imposition based
on the gross revenues received by the utility.

Insufficient funds (NSF) checks

1.

A utility shall be allowed to recover a fee, as approved by
the Commission in a tariff proceeding, for each instance
where a customer tenders payment for utility service with
an insufficient funds check.

When the utility is notified by the customer’s bank that
there are insufficient funds to cover the check tendered
for utility service, the utility may require the customer to
make payment in cash, by money order, certified check,
or other means which guarantee the customer’s payment
to the utility.

A customer who tenders an insufficient check shall in no
way be relieved of the obligation to render payment to the
utility under the original terms of the bill nor defer the
utility’s provision for termination of service for nonpay-
ment of bills.

Deferred payment plan

1.

Each utility may, prior to termination, offer to qualifying
residential customers a deferred payment plan for the cus-
tomer to retire unpaid bills for utility service.

Each deferred payment agreement entered into by the

utility and the customer due to the customer’s inability to

pay an outstanding bill in full shall provide that service
will not be discontinued if:

a. Customer agrees to pay a reasonable amount of the
outstanding bill at the time the parties enter into the
deferred payment agreement.

b. Customer agrees to pay all future bills for utility ser-
vice in accordance with the billing and collection
tariffs of the utility.

c. Customer agrees to pay a reasonable portion of the
remaining outstanding balance in installments over a
period not to exceed six months.

For the purposes of determining a reasonable installment

payment schedule under these rules, the utility and the
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customer shall give consideration to the following condi-

tions:

Size of the delinquent account

Customer’s ability to pay

Customer’s payment history

Length of time that the debt has been outstanding

Circumstances which resulted in the debt being out-

standing

f.  Any other relevant factors related to the circum-
stances of the customer.

Any customer who desires to enter into a deferred pay-

ment agreement shall establish such agreement prior to

the utility’s scheduled termination date for nonpayment

of bills; customer failure to execute a deferred payment

agreement prior to the scheduled termination date shall

not prevent the utility from discontinuing service for non-

payment.

Deferred payment agreements may be in writing and may

be signed by the customer and an authorized utility repre-

sentative.

A deferred payment agreement may include a finance

charge as approved by the Commission in a tariff pro-

ceeding.

If a customer has not fulfilled the terms of a deferred pay-

ment agreement, the utility shall have the right to discon-

nect service pursuant to the utility’s termination of

service rules and, under such circumstances, it shall not

be required to offer subsequent negotiation of a deferred

payment agreement prior to disconnection.

opoos

G. Late payment penalty

1.

2.

3.

Each utility may include in its tariffs a late payment pen-
alty which may be applied to delinquent bills.

The amount of the late payment penalty shall be indicated
upon the customer’s bill when rendered by the utility.

In the absence of an approved tariff, the amount of the
late payment penalty shall not exceed 1-1/2% of the
delinquent bill.

H. Change of responsibility or occupancy

1.

Not less than three working days advance notice must be
given in person, in writing, or by telephone at the utility’s
office to discontinue service, to change occupancy or to
change account responsibility.

The customer in whose name service is being rendered
shall be responsible for all utility services provided and/
or consumed up to the scheduled date of service discon-
tinuation.

Existing business service may be continued for a new
subscriber only if the former subscriber consents and an
agreement acceptable to the utility is made to pay all out-
standing charges against the service.

Change of responsibility on a residence account shall
occur only in those cases where both parties previously
shared telephone service.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended

R14-2-509.

to correct subsection numbering (Supp. 99-4).

Termination of service

A. Nonpermissible reasons to disconnect service. A utility may
not disconnect service for any of the reasons stated below:

1.

Delinquency in payment for services rendered to a prior
customer at the premises where service is being provided,
except in the instance where the prior customer continues
to reside on the premises.

Failure of the customer to pay for services or equipment
which are not regulated by the Commission.

3.

4,

6.

Residential service may not be disconnected due to non-
payment of a bill related to another class of service.
Failure to pay for a bill to correct a billing error if the cus-
tomer agrees to pay over a reasonable period of time.
Failure to pay the bill of another customer as guarantor
thereof unless guarantor does not make acceptable pay-
ment arrangements.

Disputed bills where the customer has complied with the
Commission’s rules on complaints.

B. Termination of service without notice

1.

Utility service may be disconnected without advance

written notice under the following conditions:

a. The existence of an obvious hazard to the safety or
health of the consumer or the general population or
the utility’s personnel or facilities.

b.  The utility has evidence of tampering or evidence of
fraud.

The utility shall not be required to restore service until the

conditions which resulted in the termination have been

corrected to the satisfaction of the utility.

Each utility shall maintain a record of all terminations of

service without notice. This record shall be maintained

for a minimum of one year and shall be available for
inspection by the Commission.

C. Termination of service with notice

1.

A utility may disconnect service to any customer for any
reason stated below provided the utility has met the
notice requirements established by the Commission:

a.  Customer violation of any of the utility’s tariffs filed
with the Commission and/or violation of the Com-
mission’s rules and regulations.

b. Failure of the customer to pay a bill for utility ser-
vice.

c. Failure to meet or maintain the utility’s credit and
deposit requirements.

d.  Failure of the customer to provide the utility reason-
able access to its equipment and property.

e. Customer breach of contract for service between the
utility and customer.

f.  When necessary for the utility to comply with an
order of any governmental agency having such juris-
diction.

g.  Unauthorized resale of equipment or service.

Each utility shall maintain a record of all terminations of

service with notice. This record shall be maintained for

one year and be available for Commission inspection.

D. Termination notice requirements

1.

No utility shall terminate service to any of its customers
without providing advance written notice to the customer
of the utility’s intent to disconnect service, except under
those conditions specified where advance written notice
is not required.

Such advance written notice shall contain, at a minimum,

the following information:

a. The name of the person whose service is to be termi-
nated and the telephone number where service is
being rendered.

b.  The utility rules or regulation that was violated and
explanation thereof or the amount of the bill which
the customer has failed to pay in accordance with the
payment policy of the utility, if applicable.

c. The date on or after which service may be termi-
nated.

d. A statement advising the customer to contact the
utility at a specific phone number for information
regarding any deferred billing or other procedures
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which the utility may offer or to work out some
other mutually agreeable solution to avoid termina-
tion of the customer’s service.

Timing of terminations with notice
1.

Each utility shall be required to give at least five days
advance written notice prior to the termination date.

Such notice shall be considered to be given to the cus-
tomer when a copy thereof is left with the customer or
posted first class in the United States mail, addressed to
the customer’s last known address.

If after the period of time allowed by the notice has
elapsed and the delinquent account has not been paid nor
arrangements made with the utility for the payment
thereof or in the case of a violation of the utility’s rules
the customer has not satisfied the utility that such viola-
tion has ceased, the utility may then terminate service on
or after the day specified in the notice without giving fur-
ther notice.

The utility may terminate service on a temporary basis by
discontinuing the customer’s line access at the central
office.

The utility shall have the right (but not the obligation) to
remove any or all of its property installed on the cus-
tomer’s premises upon the termination of service.

The terms and conditions of these rules shall apply in all
circumstances except those superseded by the provisions
of the high toll usage notification procedures.

High toll usage monitoring/notification procedures

Each telephone utility may establish a high toll usage
monitoring/notification system to identify unexplained or
excessive increases in customer toll usage during interim
periods between the issuance of bills in accordance with
the utility’s established billing cycle. The intent of such a
monitoring/notification system is to enable telephone
utilities to identify situations where it is unlikely that the
customer will be able to pay for toll services already pro-
vided as well as to prevent the accrual of additional bill-
ings when the risk of loss is increasingly evident.

Each utility which establishes a high toll monitoring/noti-

fication system shall develop and operate such system

and be governed by the following provisions and proce-
dures:
a.  Each utility shall establish a “normal” amount of toll
usage by customer class and length of service. The
normal amount of toll usage shall be based upon the
actual average usage by the customer class.
b. Increases in toll usage shall not be considered unex-
plained or excessive until the amount of toll usage
incurred between billing periods is at least two times
the normal amount of monthly toll usage for that
customer or customer class.
c.  When this situation occurs, the utility shall review:
i.  The individual customer’s billing history to
determine if the volume of toll usage should be
considered excessive for that particular cus-
tomer

ii.  Prior payment history

iii. Amount of customer deposit held, if any

iv. Length of customer service to assess the ability
of the customer to pay such toll charges accord-
ing to the payment terms of the utility when a
normal billing is rendered.

d. If the review of the customer’s previous billing and
payment history indicates it is unlikely that the cus-
tomer shall be able to pay such bill, the utility may
contact the customer to make inquiries concerning

the abnormal usage. If the explanation is not satis-
factory, the utility may require security and/or pay-
ment of charges on the account to continue service.

e. The utility may terminate service provided the cus-
tomer is given 48 hours advance notice and the cus-
tomer makes no further attempt to secure and or pay
the account in order to continue service.

f.  The 48-hour notification rule shall be waived and
service may be terminated immediately in those situ-
ations where intentional customer abuse of toll
usage is evident.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended

to correct subsection numbering (Supp. 99-4).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-510.

Administrative and Hearing Requirements

A. Customer service complaints

1.

Each utility shall make a full and prompt investigation of

all service complaints made by its customers, either

directly or through the Commission.

The utility shall respond to the complainant and/or the

Commission representative within five working days as

to the status of the utility investigation of the complaint.

The utility shall notify the complainant and/or the Com-

mission representative of the final disposition of each.

Upon request of the complainant or the Commission rep-

resentative, the utility shall report the findings of its

investigation in writing.

Each utility shall keep a record of all written service com-

plaints received which shall contain, at a minimum, the

following data:

a. Name and address of complainant

b. Date and nature of the complaint

c. Disposition of the complaint

d. A copy of any correspondence between the utility,
the customer, and/or the Commission.

This record shall be maintained for a minimum period of

one year and shall be available for inspection by the

Commission.

B. Customer bill disputes

1.

Any utility customer who disputes a portion of a bill ren-
dered for utility service shall pay the undisputed portion
of the bill and notify the utility’s designated representa-
tive that such unpaid amount is in dispute prior to the
delinquent date of the bill.

Upon receipt of the customer notice of dispute, the utility

shall:

a.  Notify the customer within five working days of the
receipt of a written dispute notice.

b. Initiate a prompt investigation as to the source of the
dispute.

c.  Withhold disconnection of service until the investi-
gation is completed and the customer is informed of
the results.

Once the customer has received the results of the utility’s

investigation, the customer shall submit payment within

five working days to the utility for any disputed amounts.

Failure to make full payment shall be grounds for termi-
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nation of service. Prior to termination inform the cus-
tomer of his right of appeal to the Commission.
C. Commission resolution of service and/or bill disputes

1. In the event a customer and utility cannot resolve a ser-
vice and/or bill dispute, the customer shall file a written
statement of dissatisfaction with the Commission; by sub-
mitting such notice to the Commission, the customer
shall be deemed to have filed an informal complaint
against the utility.

2. Within 30 days of the receipt of a written statement of
customer dissatisfaction related to a service or bill dis-
pute, a designated representative of the Commission shall
endeavor to resolve the dispute by correspondence and/or
telephone with the utility and the customer. If resolution
of the dispute is not achieved within 20 days of the Com-
mission representative’s initial effort, the Commission
shall hold an informal hearing to arbitrate the resolution
of the dispute. The informal hearing shall be governed by
the following rules:

a.  Each party may be represented by legal counsel, if
desired.

b.  All such informal hearings may be recorded or held
in the presence of a stenographer.

c.  All parties will have the opportunity to present writ-
ten or oral evidentiary material to support the posi- F.
tions of the individual parties.

d. All parties and the Commission’s representative
shall be given the opportunity for cross-examination
of the various parties.

e. The Commission’s representative will render a writ-
ten decision to all parties within five working days
after the date of the informal hearing. Such written
decision of the arbitrator is not binding on any of the
parties and the parties will still have the right to
make a formal complaint to the Commission.

3. The utility may implement normal termination proce-
dures if the customer fails to pay all bills rendered during
the resolution of the dispute by the Commission. G

D. Notice by utility of responsible officer or agent

1. Each utility shall file with the Commission a written
statement containing the name, address (business, resi-
dence and post office) and telephone numbers (business
and residence) of at least one officer, agent or employee
responsible for the general management of its operations
as a utility in Arizona.

2. Each utility shall give notice, by filing a written statement
with the Commission, of any change in the information
required herein within five days from the date of any such
change.

E. Time-frames for processing applications for Certificates of

Convenience and Necessity

1. This rule prescribes time-frames for the processing of any
application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this rule.

2. Within 30 calendar days after receipt of an application for
a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.

3. Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.

4.

After receipt of a corrected application, staff shall notify
the applicant within 30 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staff determines that the appli-
cation is complete.
Within 150 days after an application is deemed adminis-
tratively complete, the Commission shall approve or
reject the application.
For purposes of A.R.S. § 41-1072 et seq., the Commis-
sion has established the following time-frames:
a. Administrative completeness review time-frame: 30
calendar days,
b. Substantive review time-frame: 150 calendar days,
c.  Overall time-frame: 180 calendar days.
If an applicant requests, and is granted, an extension or
continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the
extension or continuance.
During the substantive review time-frame, the Commis-
sion may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-
frame rules.

Filing of rules and regulations

1.

Each utility shall file with the Commission tariffs which
are in compliance with the rules and regulations promul-
gated by the Arizona Corporation Commission within
120 days of the adoption of such rules by the Commis-
sion.

Any proposed changes to the tariffs on file with the Com-
mission shall be accompanied by a statement of justifica-
tion supporting the proposed change in tariff.

Any proposed change to the tariffs on file with the Com-
mission shall not be effective until reviewed and
approved by the Commission, except as provided for by
law.

Accounts and records

1.

Each utility shall keep general and auxiliary accounting
records reflecting the cost of its properties, operating
income and expense, assets and liabilities, and all other
accounting and statistical data necessary to give complete
and authentic information as to its properties and opera-
tions.

Each utility shall maintain its books and records in con-
formity with the Uniform Systems of Accounts for Class
A, B, C and D Telephone Utilities as adopted and
amended by the Federal Communications Commission
or, for telephone cooperatives, as promulgated by the
Rural Electrification Administration.

A utility shall produce or deliver in this state any or all of
its formal accounting records and related documents
requested by the Commission. It may, at its option, pro-
vide verified copies of original records and documents.
All utilities shall submit an annual report to the Commis-
sion on a form prescribed by it. The annual report shall be
filed on or before the 15th day of April for the preceding
calendar year. Reports prepared by a certified or licensed
public accountant on the utility, if any, shall accompany
the annual report.

All utilities shall file with the Commission a copy of all
reports required by the Securities and Exchange Commis-
sion.

All utilities shall file with the Commission a copy of all
annual reports required by the Federal Communications
Commission and in addition, for telephone cooperatives,
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annual reports required by the Rural Electrification

Administration.
Maps. All utilities shall file with the Commission a map or
maps clearly setting forth the location and extent of the area or
areas they hold under approved certificates of convenience and
necessity, in accordance with the Cadastral (Rectangular) Sur-
vey of the United States Bureau of Land Management, or by
metes and bounds with a starting point determined by the
aforesaid Cadastral Survey.
Variations, exemptions of Commission rules and regulations.
Variations or exemptions from the terms and requirements of
any of the rules included herein (Title 14, Chapter 2, Article 5)
shall be considered upon the verified application of an affected
party to the Commission setting forth the circumstances
whereby the public interest requires such variation or exemp-
tion from the Commission rules and regulations. Such applica-
tion will be subject to the review of the Commission, and any
variation or exemption granted shall require an order of the
Commission. In case of conflict between these rules and regu-
lations and an approved tariff or order of the Commission, the
provisions of the tariff or order shall apply.
Prior agreements. The adoption of these rules by the Commis-
sion shall not affect any agreements entered into between the
utility and customers or other parties who, pursuant to such
contracts, arranged for the extension of facilities in a provision
of service prior to the effective date of these rules.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
effective December 31, 1998, under an exemption as
determined by the Arizona Corporation Commission
(Supp. 98-4). Amended to correct subsection numbering
(Supp. 99-4).

ARTICLE 6. SEWER UTILITIES

Definitions

In this Article, unless the context otherwise requires, the following
definitions shall apply:

1. “Advance in aid of construction.” Funds provided to the
utility by the applicant under the terms of a collection
main extension agreement the value of which may be
refundable.

2. “Applicant.” A person requesting the utility to supply
sewer service.

3. “Application.” A request to the utility for sewer service,
as distinguished from an inquiry as to the availability or
charges for such service.

4. “Arizona Corporation Commission.” The regulatory
authority of the state of Arizona having jurisdiction over
public service corporations operating in Arizona.

5. “Billing month.” The period between any two regular
billings -- approximately 30 day interval.

6. “Billing period.” The time interval between two consecu-
tive billings.

7.  “Collection main.” A sewer main of the utility from
which service collection lines are extended to customers.

8.  “Commodity charge.” The unit of cost per billed dis-
charge as set forth in the utility’s tariffs.

9. “Contributions in aid of construction.” Funds provided to
the utility by the applicant under the terms of a collection
main extension agreement and/or service connection tar-
iff the value of which are not refundable.

10. “Customer.” The person or entity in whose name service
is rendered, as evidenced by the signature on the applica-
tion or contract for that service, or by the receipt and/or
payment of bills regularly issued in his name regardless
of the identity of the actual user of the service.

11.

12.
13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

“Customer charge.” The amount the customer must pay
the utility for the availability of sewer service, excluding
any amount of discharged, as specified in the utility’s tar-
iffs.

“Day.” Calendar day.

“Minimum charge.” The amount the customer must pay
for the availability of sewer service, including an amount
of discharge, as specified in the utility’s tariffs.
“Permanent customer.” A customer who is a tenant or
owner of a service location who applies for and receives
sewer service.

“Permanent service.” Service which, in the opinion of the
utility, is of a permanent and established character. The
use of sewer service may be continuous, intermittent, or
seasonal in nature.

“Person.” Any individual, partnership, corporation, gov-
ernmental agency, or other organization operating as a
single entity.

“Point of collection.” The point where pipes owned,
leased, or under license by a customer connect to the util-
ity’s collection system.

“Premises.” All of the real property and apparatus
employed in a single enterprise on an integral parcel of
land undivided by public streets, alleys or railways.
“Residential subdivision development.” Any tract of land
which has been divided into four or more contiguous lots
for use for the construction of residential buildings or per-
manent mobile homes for either single or multiple occu-
pancy.

“Residential use.” Service to customers discharging sew-
age for domestic purposes.

“Rules.” The regulations set forth in the tariffs which
apply to the provision of sewage service.

“Service area.” The territory in which the utility has been
granted a Certificate of Convenience and Necessity and is
authorized by the Commission to provide sewer service.
“Service establishment charge.” The charge as specified
in the utility’s Schedule of Rates which covers the cost of
establishing a new account.

“Service line.” A sewer line that transports sewage from a
customer’s point of collection to a common source (nor-
mally a collection main) of collection of the utility’s.
“Service reconnect charge.” The charge as specified in
the utility’s tariffs which must be paid by the customer
prior to reconnection of sewer service each time the
sewer service is disconnected for nonpayment or when-
ever service is discontinued for failure otherwise to com-
ply with the utility’s fixed rules.

“Service reestablishment charge.” A charge as specified
in the utility’s tariffs for service at the same location
where the same customer had ordered a service discon-
nection within the preceding 12-month period.

“Sewage.” Ground garbage, human or animal excretions,
and other domestic, commercial or industrial waste nor-
mally disposed of through a sanitary sewer system.
“Single family dwelling.” A house, an apartment, a
mobile home permanently affixed to a lot, or any other
permanent residential unit which is used as a permanent
home.

“Tariffs.” The documents filed with the Commission
which list the services and products offered by the sewer
company and which set forth the terms and conditions
and a schedule of the rates and charges for those services
and products.

“Temporary service.” Service to premises or enterprises
which are temporary in character, or where it is known in
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advance that the service will be of limited duration. Ser-
vice which, in the opinion of the utility, is for operations
of a speculative character is also considered temporary
service.

31. “Utility.” The public service corporation providing sewer
service to the public in compliance with state law.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-602. Certificates of Convenience and Necessity for
Sewer Utilities; Extensions of Certificates of Convenience and
Necessity for Sewer Utilities; Abandonment, Sale, Lease, Trans-
fer, or Disposal of a Sewer Ultility; Discontinuance or Abandon-
ment of Sewer Utility Service

A. In this Section, unless otherwise specified:

1. “Applicant” means a person who submits an application
to obtain a Certificate of Convenience and Necessity to
construct sewer utility facilities or operate as a sewer util-
ity or to extend the service area under an existing Certifi-
cate of Convenience and Necessity held by the person.

2. “CC&N” means Certificate of Convenience and Neces-
sity.

3. “Commission” means the Arizona Corporation Commis-
sion.

4. “Contiguous” means in actual contact, touching, such as
by sharing a common border.

5. “Extension area” means the geographic area that an appli-
cant is requesting to have added to the applicant’s exist-
ing CC&N service area.

B. Application for a new CC&N or extension of a CC&N

1. Any person who desires to construct sewer utility facili-
ties or to operate as a sewer utility shall, prior to com-
mencing construction of utility facilities or operations,
file with the Commission an application for a CC&N and
obtain Commission approval.

2. Any utility that desires to extend its CC&N service area
shall file with the Commission an application for a
CC&N extension.

3. Before filing an application for a CC&N or a CC&N
extension, a person shall provide written notice of the
person’s intention to file the application to each person
who owns land within the proposed service area or exten-
sion area and who has not requested service. Each written
notice to a landowner shall include, at a minimum:

a. The legal name, physical address, mailing address
(if different), and telephone number of the intended
applicant;

b. The approximate date by which the application will
be filed;

c.  The type of services to be provided if the application
is approved,

d.  The physical addresses and toll-free telephone num-
bers, in Phoenix and Tucson, for the Consumer Ser-
vices Section of the Commission; and

e. The following information:

i.  That the rec1plent is a property owner within
the proposed service area or extension area;

ii.  That if the application is granted, the intended
applicant will be the exclusive provider of the
specific services to the proposed service area or
extension area and will be required by the
Commission to provide those services under
rates and charges and terms and conditions
established by the Commission;

iii. That a CC&N does not prohibit persons from
providing services only to themselves using

their own facilities on their own property
although other applicable laws may restrict
such activity;

iv. That the application is available for inspection
during regular business hours at the offices of
the Commission and at the offices of the
intended applicant;

v.  That the Commission will hold a hearing on the
application;

vi. That the landowner may have the right to inter-
vene in the proceeding and may appear at the
hearing and make a statement on the his or her
own behalf even if the landowner does not
intervene;

vii. That the landowner may contact the Commis-
sion for the date and time of the hearing and for
information on intervention;

viii. That the landowner may not receive any further
notice of the application proceeding unless
requested; and

ix. That the landowner may contact the intended
applicant or the Consumer Services Section of
the Commission if the landowner has any ques-
tions or concerns about the application, has any
objections to approval of the application, or
wishes to make a statement in support of the
application.

Within 10 days after filing an application for a CC&N or
a CC&N extension, an applicant shall provide written
notice of the application to the municipal manager or
administrator of each municipality with corporate limits
that overlap with or are within five miles of the proposed
service area or extension area. Each written notice shall
include, at a minimum:

a. The applicant’s legal name, mailing address, and
telephone number;

. The date the application was filed,;

c. The type of services to be provided if the application
is approved;

d. A description of the requested service area or exten-
sion area, expressed in terms of cadastral (quarter
section) or metes and bound survey;

e. The Commission docket number assigned to the
application; and

f.  Instructions on how to obtain a copy of the applica-
tion.

Each application for a new CC&N or CC&N extension

shall be submitted in a form and number prescribed by

the Commission and shall include, at a minimum, the fol-
lowing information:

a. The applicant’s legal name, mailing address, and
telephone number;

b. If the applicant will or does operate the utility under
a different business name, the name under which the
applicant will be doing business;

c.  The full name, mailing address, and telephone num-
ber of a management contact for the applicant;

d.  The full name, mailing address, and telephone num-
ber of the attorney for the applicant, if any;

e. The full name, mailing address, and telephone num-
ber of the operator certified by the Arizona Depart-
ment of Environmental Quality who is or will be
working for the applicant;

f.  The full name, mailing address, and telephone num-
ber of the onsite manager for the applicant;
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Whether the applicant is a corporation, a partner-
ship, a limited liability company, a sole proprietor,
or another specified type of legal entity;

If the applicant is a corporation, the following:

i.  Whether the applicant is a “C” corporation, an
“S” corporation, or a non-profit corporation
and whether the corporation is domestic or for-
eign;

ii. A list of the full names, titles, and mailing
addresses of each of the applicant’s officers and
directors;

iii. A copy of the applicant’s certificate of good
standing issued by the Commission’s Corpora-
tions Division;

iv. Unless the applicant is applying for a CC&N
extension, a certified copy of the applicant’s
articles of incorporation and by-laws; and

v.  If the applicant is a for-profit corporation, the
number of shares of stock authorized for issue
and, if any stock has been issued, the number of
shares issued and date of issuance;

If the applicant is a partnership, the following:

i.  Whether the applicant is a limited partnership
or a general partnership and whether the part-
nership is domestic or foreign;

ii. The full names and mailing addresses of the
applicant’s general partners;

iii. The full names, mailing addresses, and tele-
phone numbers of the applicant’s managing
partners;

iv. Unless the applicant is applying for a CC&N
extension, a copy of the applicant’s articles of
partnership; and

v. If the applicant is a foreign limited partnership,
a copy of the applicant’s certificate of registra-
tion filed with the Arizona Secretary of State;

If the applicant is a limited liability company, the

following:

i.  The full names and mailing addresses of the
applicant’s managers or, if management is
reserved to the members, the applicant’s mem-
bers;

ii. Unless the applicant is applying for a CC&N
extension, a copy of the applicant’s articles of
organization;

The legal name and mailing address of each other

utility in which the applicant has an ownership inter-

est;

A description of the requested service area or exten-

sion area, expressed in terms of cadastral (quarter

section) or metes and bound survey;

The name of each county in which the requested ser-

vice area or extension area is located and a descrip-

tion of the area’s location in relation to the closest
municipality, which shall be named;

A complete description of the facilities proposed to

be constructed, including a preliminary engineering

report with specifications in sufficient detail to
describe each sewer system and the principal com-
ponents of each sewer system (e.g., collection
mains, trunk lines, lift stations, treatment plants,
effluent disposal areas, etc.) to allow verification of
the estimated costs provided under subsection

(B)(5)(p) and verification that the requirements of

the Commission and the Arizona Department of

Environmental Quality can be met;

0.

A copy of the Aquifer Protection Permit issued by
the Arizona Department of Environmental Quality
for the proposed service area or extension area or, if
not yet obtained, the status of the application for the
Aquifer Protection Permit;

The estimated total construction cost of the proposed
offsite and onsite facilities, including documentation
to support the estimates, and an explanation of how
the construction will be financed, such as through
debt, equity, advances in aid of construction, contri-
butions in aid of construction, or a combination
thereof;

Documentation establishing the applicant’s financial
condition, including at least the applicant’s current
assets and liabilities, an income statement, the appli-
cant’s estimated revenue and expenses for the first
five years following approval of the application, and
the estimated value of the applicant’s utility plant in
service for the first five years following approval of
the application;

The rates proposed to be charged for services ren-
dered, shown in the form of a proposed tariff that
complies with Commission standards;

The estimated annual operating revenues and
expenses for the first five years of operation for the
requested service area or extension area, expressed
separately for residential, commercial, industrial,
and irrigation services, and including a description
of each assumption made to derive the estimates;

A detailed description of the proposed construction
timeline for facilities, with estimated starting and
completion dates and, if construction is to be phased,
a description of each separate phase of construction;
A copy of any requests for service from persons who
own land within the proposed service area or exten-
sion area, which shall identify the applicant by
name;

Maps of the proposed service area or extension area

identifying:
i.  The boundaries of the area, with the total acre-
age noted;

ii.  The land ownership boundaries within the area,
with the acreage of each separately owned par-
cel within the area noted;

iii. The owner of each parcel within the area;

iv. Any municipality corporate limits that overlap
with or are within five miles of the area;

v.  The service area of any public service corpora-
tion, municipality, or district currently provid-
ing water or wastewater service within one mile
of the area, with identification of the entity pro-
viding service and each type of service being
provided;

vi. The location within the area of any known
sewer service connections that are already
being provided service by the applicant;

vii. The location of all proposed developments
within the area;

viii. The proposed location of each sewer system
and the principal components described in sub-
section (B)(5)(n); and

ix. The location of all parcels for which a copy of a
request for service has been submitted per sub-
section (B)(5)(u);
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w. A copy of each notice to be sent, as required under
subsection (B)(4), to a municipal manager or admin-
istrator;

X. A copy of each notice sent, as required under sub-
section (B)(3), to a landowner not requesting ser-
vice;

y. For each landowner not requesting service, either
the written response received from the landowner or,
if no written response was received, a description of
the actions taken by the applicant to obtain a written
response;

z. A copy of each city, county, or state agency approval
required by law to construct the proposed facilities
or operate the utility within the proposed service
area or extension area or, for any approval not yet
obtained, the status of the applicant’s application for
the approval;

The estimated number of customers to be served for

each of the first five years of operation, expressed

separately for residential, commercial, industrial,
and irrigation customers and including documenta-
tion to support the estimates;

A description of how water service is to be provided

in the proposed service area or extension area and

the name of each water service provider for the area,
if any;

cc. A description of how effluent from the area will be

reused or, if not reused, disposed of;

If the applicant is requesting a CC&N extension:

i. A current compliance status report from the
Arizona Department of Environmental Qual-
ity, dated no more than 30 days before the date
the CC&N extension application is filed, for
each wastewater system operated by the appli-
cant, as identified by a separate Arizona
Department of Environmental Quality Identifi-
cation Number; and

ii. A wastewater flow data sheet for the wastewa-
ter system being extended by the applicant; and

ee. The notarized signature of the applicant.

Upon receiving an application under subsection (B)(5),

Utilities Division staff shall review and process the appli-

cation in accordance with the requirements of R14-2-610.

Once Utilities Division staff determines that an applica-

tion submitted under subsection (B)(5) is administratively

complete, the Commission shall, as expeditiously as prac-
ticable, schedule a hearing to consider the application.

aa.

bb.

dd.

C. Additions or extensions of service contiguous to existing
CC&N service areas

L.

Except in the case of an emergency, a utility that proposes

to extend service to a parcel located in a non-certificated

area contiguous to its CC&N service area shall notify the

Commission before the service extension occurs.

Each notification required under subsection (C)(1) shall

be in writing, shall be verified, and shall set forth, at a

minimum:

a. The legal name, mailing address, and telephone
number of the utility;

b.  The number of persons to be served in the contigu-
ous parcel;

c. The legal description of the contiguous parcel and
the location of the structures to be served therein, in
relation to the utility’s CC&N service area; and

d. A statement that service will be extended only to a
non-certificated parcel contiguous to the utility’s
CC&N service area.

3.

When emergency service is required to be provided to a
person in a non-certificated area contiguous to a utility’s
CC&N service area, the utility shall notify the Commis-
sion of the service extension as soon as possible after the
service extension occurs by providing written notice that
includes the information required under subsection (C)(2)
and describes the nature and extent of the emergency.

D. Application for authority to abandon, sell, lease, transfer, or
otherwise dispose of a utility

1.

A utility shall not abandon, sell, lease, transfer, or other-
wise dispose of its facilities or operation without first
obtaining authority therefor from the Commission.

A utility desiring to abandon, sell, lease, transfer, or oth-

erwise dispose of its facilities or operation shall file with

the Commission an application that includes, at a mini-
mum:

a. The legal name, physical address, mailing address
(if different), and telephone number of the utility;

b. A description of the utility property proposed to be
abandoned, sold, leased, transferred or otherwise
disposed of;

c. Documentation establishing the utility’s financial
condition, including at least the utility’s current
assets and liabilities, an income statement, the util-
ity’s revenue and expenses for the most recently
completed 12-month accounting period, and the
value of the utility’s utility plant in service;

d. The legal name, physical address, mailing address
(if different), and telephone number of any proposed
purchaser, lessee, transferee, or assignee;

e. The terms and conditions of the proposed abandon-
ment, sale, lease, transfer, or assignment and copies
of any agreement that has been or will be executed
concerning the transaction;

f. A description of the effect that the proposed transac-
tion will have upon the utility’s services;

g.  The method by which the proposed transaction is to
be financed;

h. A description of the effect that the proposed transac-
tion will have upon any other utility;

i.  The number of customers to be affected by the pro-
posed transaction; and

j- A description of the effect that the proposed transac-
tion will have upon customers.

E. Application for discontinuance or abandonment of utility ser-

vice
1.

A utility shall not discontinue or abandon any service cur-
rently in use by the public without first obtaining author-
ity therefor from the Commission.

A utility desiring to discontinue or abandon a service
shall file with the Commission an application identifying
the utility; including data regarding past, present and esti-
mated future customer use of the service; describing any
plant or facility that would no longer be in use if the
application were approved; and explaining why the utility
desires to discontinue or abandon the service.

A utility is not required to apply for Commission
approval to remove individual facilities where a customer
has requested service discontinuance.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended
to correct subsection numbering (Supp. 99-4). Amended
by final rulemaking at 15 A.A.R. 2066, effective January

R14-2-603.

22,2010 (Supp. 09-4).

Establishment of service
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A. Information from new applicants

1.

A utility may obtain the following minimum information

from each new applicant for service:

a.  Name or names of applicant(s).

b. Service address or location and telephone number.

c. Billing address or location and telephone number, if
different than service address.

d.  Address where service was provided previously.

e. Date applicant will be ready for service.

f.  Indication of whether premises have been supplied
with utility service previously.

g.  Purpose for which service is to be used.

h. Indication of whether applicant is owner or tenant of
or agent for the premises.

Each utility may require a new applicant for service to

appear at the utility’s designated place of business to pro-

duce proof of identity and sign the utility’s application

form.

Where service is requested by two or more individuals

the utility shall have the right to collect the full amount

owed to the utility from any one of the applicants.

B. Deposits

L.

2.

A utility may require a deposit from any new applicant

for service.

The utility shall issue a nonnegotiable receipt to the appli-

cant for the deposit. The inability of the customer to pro-

duce such a receipt shall in no way impair his right to
receive a refund of the deposit which is reflected on the
utility’s records.

Interest on deposits shall be calculated annually at an

interest rate filed by the utility and approved by the Com-

mission in a tariff proceeding. In the absence of such, the

interest rate shall be 6%.

Interest shall be credited to the customer’s bill annually.

Residential deposits shall be refunded within 30 days

after:

a. 12 consecutive months of service without being
delinquent in the payment of utility bills provided
the utility may reestablish the deposit if the customer
becomes delinquent in the payment of bills three or
more times within a 12 consecutive month period.

b. Upon discontinuance of service when the customer
has paid all outstanding amounts due the utility.

A separate deposit may be required for each service

installed.

The amount of a deposit required by the utility shall be

determined according to the following terms:

a. Residential customer deposits shall not exceed two
times the average residential class bill as evidenced
by the utility’s most recent annual report filed with
the Commission.

b. Nonresidential customer deposits shall not exceed 2
1/2 times that customer’s estimated maximum
monthly bill.

The utility may review the customer’s discharge after ser-

vice has been established and adjust the deposit amount

based upon the customer’s actual discharge.

Upon discontinuance of service, the deposit may be

applied by the utility toward settlement of the customer’s

bill.

C. Grounds for refusal of service. A utility may refuse to estab-
lish service if any of the following conditions exist:

1.

The applicant has an outstanding amount due for the
same class of utilities services with the utility, and the
applicant is unwilling to make arrangements with the util-
ity for payment.

2.

A condition exists which in the utility’s judgment is
unsafe or hazardous to the applicant, the general popula-
tion, or the utility’s personnel or facilities.

Refusal by the applicant to provide the utility with a
deposit.

Customer is known to be in violation of the utility’s tar-
iffs filed with the Commission or of the Commission’s
rules and regulations.

Failure of the customer to furnish such funds, service,
equipment, and/or rights-of-way necessary to serve the
customer and which have been specified by the utility as
a condition for providing service.

D. Service establishments, re-establishments or reconnect charge

1.

A utility may make a charge as approved by the Commis-
sion for the establishment, reestablishment, or reconnec-
tion of utility service.

For the purpose of this rule, service establishments are
where the customer’s facilities are ready and acceptable
to the utility and do not require construction on the part of
the utility.

E. Temporary service

1.

Applicants for temporary service may be required to pay
the utility, in advance of service establishment, the esti-
mated cost of installing and removing the facilities neces-
sary for furnishing sewer service.

Where the duration of service is to be less than one
month, the applicant may also be required to advance a
sum of money equal to the estimated bill for service.
Where the duration of service is to exceed one month, the
applicant may also be required to meet the deposit
requirements of the utility.

If at any time during the term of the agreement for service
the character of a temporary customer’s operations
changes so that in the opinion of the utility the customer
is classified as permanent, the terms of the utility’s main
extension rules shall apply.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended

R14-2-604.

to correct subsection numbering (Supp. 99-4).

Minimum customer information requirements

A. Information for residential customers

1.

Each utility shall make available upon customer request

not later than 60 days from the date of request a concise

summary of the rate schedule applied for by such cus-
tomer. The summary shall include the following:

a.  Monthly minimum or customer charge, identifying
the amount of the charge and the specific amount of
minimum discharge included in the minimum
charge, where applicable.

b. Rate calculation, including where applicable, com-
putations based upon seasonal or annual water
usages.

The utility shall to the extent practical identify the tariff

most advantageous to the customer and notify the cus-

tomer of such prior to service commencement.

In addition, a utility shall make available upon customer

request not later than 60 days from the date of request a

copy of the Commission’s rules and regulations govern-

ing:

a. Deposits

b. Terminations of service

c. Billing and collection

d. Complaint handling.

Each utility shall inform all new customers of their rights

to obtain the information specified above.
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B. Information required due to changes in tariffs
1. Each utility shall transmit to affected customers by the
most economic means available a concise summary of
any change in the utility’s tariffs affecting those custom-
ers.
2. This information shall be transmitted to the affected cus-
tomer within 60 days of the effective date of the change.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

R14-2-605.  Service connections

A. Priority and timing
1. After an applicant has complied with the utility’s applica-

tion and deposit requirements and has been accepted for
service by the utility, the utility shall schedule that cus-
tomer for service connection.

2. Service connections shall be scheduled for completion
within five working days of the date the customer has
been accepted for service, except in those instances when
the customer requests service connection beyond the five
working day limitation.

3. When the utility has made arrangements to meet with a
customer for service establishment purposes and the util-
ity or the customer cannot make the appointment during
the prearranged time, the utility shall reschedule the con-
nection to the satisfaction of both parties.

4. For the purposes of this rule, establishment of service
takes place only when the customer’s facilities are ready
and acceptable to the utility.

B. Customer provided facilities
1.  An applicant for service shall be responsible for the

installation of all plumbing up to the applicant’s property
line. In addition, the applicant is responsible for the
proper grade or leveling of the sewer connection so that it
conforms with the collection system of the utility.

2. Funds collected for service connections may be nonre-
fundable contributions to the utility.

C. Customer provided equipment safety and operation. Each cus-
tomer shall be responsible for maintaining all equipment and B.
facilities using or used for utility services located on his side of
the point of collection in safe operating condition.

D. Easements and rights-of-way
1.  Each customer shall grant adequate easement and right-

of-way satisfactory to the utility to ensure that customer’s
proper service connection. Failure on the part of the cus-
tomer to grant adequate easement and right-of-way shall
be grounds for the utility to refuse service.

2. When a utility discovers that a customer or his agent is
performing work or has constructed facilities adjacent to
or within an easement or right-of-way and such work,
construction or facility poses a hazard or is in violation of
federal, state or local laws, ordinances, statutes, rules or
regulations, or significantly interferes with the utility’s
access to equipment, the utility shall notify the customer
or his agent and shall take whatever actions are necessary
to eliminate the hazard, obstruction or violation at the C.
customer’s expense.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
to correct subsection numbering (Supp. 99-4).

R14-2-606. Collection main extension agreements
A. General requirements
1. Each utility entering into a main extension agreement
shall comply with the provisions of this rule, which spe-

cifically defines the conditions governing collection main
extensions.

Upon request by a potential applicant for a collection
main extension, the utility shall prepare, without charge, a
preliminary sketch and rough estimate of the cost of
installation to be paid by said applicant.

Any applicant for a collection main extension requesting
the utility to prepare detailed plans, specifications, or cost
estimates may be required to deposit with the utility an
amount equal to the estimated cost of preparation. The
utility shall, upon request, make available within 90 days
after receipt of the deposit referred to above, such plans,
specifications, or cost estimates of the proposed collec-
tion main extension. Where the applicant accepts the
plans and the utility proceeds with construction of the
extension, the deposit shall be credited to the cost of con-
struction; otherwise the deposit shall be nonrefundable. If
the extension is to include oversizing of facilities to be
done at the utility’s expense, appropriate details shall be
set forth in the plans, specifications and cost estimates.
Where the utility requires an applicant to advance funds
for a collection main extension, the utility shall furnish
the applicant with a copy of the extension tariff of the
appropriate utility prior to the applicant’s acceptance of
the utility’s extension agreement.

All collection main extension agreements requiring pay-
ment by the applicant shall be in writing and signed by
each party before the utility commences construction.

In the event the utility’s actual cost of construction is dif-
ferent from the amount advanced by the customer, the
utility shall make a refund to or collect additional funds
from, the applicant within 120 days after the completion
of the construction.

The provisions of this rule apply only to those applicants
who in the utility’s judgment will be permanent custom-
ers of the utility. Applications for temporary service shall
be governed by the Commission’s rules concerning tem-
porary service applications.

Minimum written agreement requirements

1.

2.

Each collection main extension agreement shall, at a min-

imum, include the following information:

a. Name and address of applicant(s)

b. Proposed service address or location

c. Description of requested service

d. Description and sketch of the requested main exten-
sion

e. A cost estimate to include materials, labor, and other
costs as necessary

. Payment terms

g. A clear and concise explanation of any refunding
provisions, if appropriate

h.  The utility’s estimated start date and completion date
for construction of the collection main extension

Each applicant shall be provided with a copy of the writ-

ten collection main extension agreement.

Main extension requirements. Each main extension tariff shall
include the following provisions:

1.

A maximum footage and/or equipment allowance to be
provided by the utility at no charge. The maximum foot-
age and/or equipment allowance may be differentiated by
customer class.

An economic feasibility analysis for those main exten-
sions which exceed the maximum footage and/or equip-
ment allowance. Such economic feasibility analysis shall
consider the incremental revenues and cost associated
with the main extension. In those instances where the
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requested main extension does not meet the economic
feasibility criteria established by the utility, the utility
may require the customer to provide funds to the utility,
which will make the main extension economically feasi-
ble. The methodology employed by the utility in deter-
mining economic feasibility shall be applied uniformly
and consistently to each applicant requiring a main exten-
sion.

3. The timing and methodology by which the utility will
refund any advances in aid of construction as additional
customers are served off the main extension. The cus-
tomer may request an annual survey to determine if addi-
tional customers have been connected to and are using
service from the main extension. In no case shall the
amount of the refund exceed the amount originally
advanced.

4. All advances in aid of construction shall be noninterest
bearing.

5. Ifafter five years from the utility’s receipt of the advance,
the advance has not been totally refunded, the advance
shall be considered a contribution in aid of construction
and shall no longer be refundable.

D. Residential subdivision development and permanent mobile

home parks. Each utility shall submit as a part of its main
extension tariff separate provisions for residential subdivision
developments and permanent mobile home parks.

Ownership of facilities. Any facilities installed hereunder shall
be the sole property of the utility.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
to correct subsection numbering (Supp. 99-4).

Provision of service

1. Each utility shall be responsible for the safe conduct and
handling of the sewage from the customer’s point of col-
lection.

2. The utility may, at its option, refuse service until the cus-

R14-2-608.

2. Each utility shall make reasonable provisions to meet
emergencies resulting from failure of service, and each
utility shall issue instructions to its employees covering
procedures to be followed in the event of emergency in
order to prevent or mitigate interruption or impairment of
service.

3. In the event of a national emergency or local disaster
resulting in disruption of normal service, the utility may,
in the public interest, interrupt service to other customers
to provide necessary service to civil defense or other
emergency service agencies on a temporary basis until
normal service to these agencies can be restored.

4. When a utility plans to interrupt service for more than
four hours to perform necessary repairs or maintenance,
the utility shall attempt to inform affected customers at
least 24 hours in advance of the scheduled date and esti-
mated duration of the service interruption. Such repairs
shall be completed in the shortest possible time to mini-
mize the inconvenience to the customers of the utility.

5. The Commission shall be notified of interruptions in ser-
vice affecting the entire system or any major division
thereof. The interruption of service and cause shall be
reported within four hours after the responsible represen-
tative of the utility becomes aware of said interruption by
telephone to the Commission and followed by a written
report to the Commission.

Construction standards. The design, construction and opera-

tion of all sewer plants shall conform to the requirements of

the Arizona Department of Health Services or its successors
and any other governmental agency having jurisdiction
thereof. Phase construction is acceptable.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
to correct subsection numbering (Supp. 99-4).

Billing and collection

A. Frequency. Each utility shall bill monthly for services ren-

dered.

tomer has obtained all required permits and/or inspec- B. Minimum bill information. Each bill for residential service
tions indicating that the customer’s facilities comply with will contain the following minimum information:
local construction and safety standards. 1. Billed discharge, where applicable

Customer responsibility 2. Utility telephone number

1. Each customer shall be responsible for maintaining all 3. Amount due and due date
facilities on the customer’s premises in safe operating 4. Customer’s name
condition and in accordance with the rules of the state 5. Service account number, if available
Department of Health. 6. Past due amount, where appropriate

2. Each customer shall be responsible for safeguarding all 7. Adjustment factor, where applicable
utility property installed in or on the customer’s premises 8.  Other approved tariff charges.
for the purpose of supplying utility service to that cus- C. Billing terms
tomer. 1. All bills for utility services are due and payable no later

Continuity of service. Each utility shall make reasonable than 10 days from the date the bill is rendered. Any pay-

efforts to supply a satisfactory and continuous level of service. ment not received within this time-frame shall be consid-

However, no utility shall be responsible for any damage or ered past due.

claim of damage attributable to any interruption or discontinu- 2. For purposes of this rule, the date a bill is rendered may

ation of service resulting from: be evidenced by:

1.  Any cause against which the utility could not have rea- a. The postmark date
sonably foreseen or made provision for, i.e., force b. The mailing date.
majeure 3. All past due bills for utility services are due and payable

2. Intentional service interruptions to make repairs or per- within 10 days. Any payment not received within this
form routine maintenance time-frame shall be considered delinquent.

3. Any temporary overloading of the utility’s collection or 4. All delinquent bills for which payment has not been
treatment facilities. received within five days shall be subject to the provi-

Service interruption sions of the utility’s termination procedures.

1. Each utility shall make reasonable efforts to reestablish 5. All payments shall be made at or mailed to the office of
service within the shortest possible time when service the utility or to the utility’s duly authorized representa-
interruptions occur. tive.
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D. Applicable tariffs, prepayment, failure to receive, commence-
ment date, taxes

1.

2.

Each customer shall be billed under the applicable tariff
indicated in the customer’s application for service.

Each utility shall make provisions for advance payment
for sewer services.

Failure to receive bills or notices which have been prop-
erly placed in the United States mail shall not prevent
such bills from becoming delinquent nor relieve the cus-
tomer of his obligations therein.

Charges for service commence when the service is
installed and connection made, whether used or not.

In addition to the collection of regular rates, each utility
may collect from its customers a proportionate share of
any privilege, sales or use tax, or other imposition based
on the gross revenues received by the utility.

E. Insufficient funds (NSF) checks

1.

A utility shall be allowed to recover a fee, as approved by
the Commission for each instance where a customer ten-
ders payment for utility service with an insufficient funds
check.

When the utility is notified by the customer’s bank that
there are insufficient funds to cover the check tendered
for utility service, the utility may require the customer to
make payment in cash, by money order, certified check,
or other means which guarantee the customer’s payment
to the utility.

A customer who tenders an insufficient check shall in no
way be relieved of the obligation to render payment to the
utility under the original terms of the bill nor defer the
utility’s provision for termination of service for nonpay-
ment of bills.

F. Late payment penalty

1.

2.

3.

Each utility may include in its tariffs a late payment pen-
alty tariff which may be applied to delinquent bills.

The amount of the late payment penalty shall be indicated
upon the customer’s bill when rendered by the utility.

In the absence of an approved tariff, the amount of the
late payment penalty shall not exceed 1-1/2% of the
delinquent bill.

Historical Note

Adopted effective March 2, 1982 (Supp. 82-2). Amended

R14-2-609.

to correct subsection numbering (Supp. 99-4).

Termination of service

A. Nonpermissible reasons to disconnect service. A utility may
not disconnect service for any of the reasons stated below:

1.

5.

Delinquency in payment for services rendered to a prior
customer at the premises where service is being provided,
except in the instance where the prior customer continues
to reside on the premises.

Failure of the customer to pay for services or equipment
which are not regulated by the Commission.
Nonpayment of a bill related to another class of service.
Failure to pay for a bill to correct a previous underbilling
due to a billing error if the customer agrees to pay over a
reasonable period of time.

Disputed bills where the customer has complied with the
Commission’s rules and regulations.

B. Termination of service without notice

1.

Utility service may be disconnected without advance

written notice under the following conditions:

a. The existence of an obvious hazard to the safety or
health of the consumer or the general population.

b.  The utility has evidence of fraud.

2.

The utility shall not be required to restore service until the
conditions which resulted in the termination have been
corrected to the satisfaction of the utility.

Each utility shall maintain a record of all terminations of
service without notice. This record shall be maintained
for a minimum of one year and shall be available for
inspection by the Commission.

C. Termination of service with notice

1.

A utility may disconnect service to any customer for any
reason stated below provided the utility has met the
notice requirements established by the Commission:

a. Customer violation of any of the Commission’s
rules.

b. Failure of the customer to pay a delinquent bill for
utility service.

c. Failure to meet or maintain the utility’s credit and
deposit requirements.

d.  Failure of the customer to provide the utility reason-
able access to its equipment and property.

e. Customer breach of a written contract for service
between the utility and customer.

f.  When necessary for the utility to comply with an
order of any governmental agency having such juris-
diction.

Each utility shall maintain a record of all terminations of

service with notice. This record shall be maintained for

one year and be available for Commission inspection.

D. Termination notice requirements

1.

No utility shall terminate service to any of its customers
without providing advance written notice to the customer
of the utility’s intent to disconnect service, except under
those conditions specified where advance written notice
is not required.

Such advance written notice shall contain, at a minimum,

the following information:

a. The name of the person whose service is to be termi-
nated and the address where service is being ren-
dered.

b. The Commission rule or regulation that was violated
and explanation thereof or the amount of the bill
which the customer has failed to pay in accordance
with the payment policy of the utility, if applicable.

c. The date on or after which service may be termi-
nated.

d. A statement advising the customer that the utility’s
stated reason for the termination of services may be
disputed by contacting the utility at a specific
address of phone number, advising the utility of the
dispute and making arrangements to discuss the
cause for termination with a responsible employee
of the utility in advance of the scheduled date of ter-
mination. The responsible employee shall be
empowered to resolve the dispute and the utility
shall retain the option to terminate service after
affording this opportunity for a meeting and con-
cluding that the reason for termination is just and
advising the customer of his right to file a complaint
with the Commission.

E. Timing of terminations with notice

1.

2.

Each utility shall be required to give at least five days’
advance written notice prior to the termination date.

Such notice shall be considered to be given to the cus-
tomer when a copy thereof is left with the customer or
posted first class in the United States mail, addressed to
the customer’s last known address.
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3. If after the period of time allowed by the notice has
elapsed and the delinquent account has not been paid nor
arrangements made with the utility for the payment
thereof or in the case of a violation of the utility’s rules
the customer has not satisfied the utility that such viola-
tion has ceased, the utility may then terminate service on
or after the day specified in the notice without giving fur-
ther notice.

F. Landlord/tenant rule. In situations where service is rendered at C.
an address different from the mailing address of the bill or
where the utility knows that a landlord/tenant relationship
exists and that the landlord is the customer of the utility, and
where the landlord as a customer would otherwise be subject
to disconnection of service, the utility may not disconnect ser-
vice until the following actions have been taken:

1. Where it is feasible to so provide service, the utility,
after providing notice as required in these rules,
shall offer the occupant the opportunity to subscribe
for service in his or her own name. If the occupant
then declines to so subscribe, the utility may discon-
nect service pursuant to the rules.

2. A utility shall not attempt to recover from a tenant or
condition service to a tenant with the payment of any
outstanding bills or other charges due upon the out-
standing account of the landlord.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
to correct subsection numbering (Supp. 99-4).

Editor’s Note: The following Section was amended under an
exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-610. Administrative and Hearing Requirements
A. Customer service complaints

1. Each utility shall make a full and prompt investigation of
all service complaints made by its customers, either
directly or through the Commission.

2. The utility shall respond to the complainant and/or the
Commission representative within five working days as
to the status of the utility investigation of the complaint.

3. The utility shall notify the complainant and/or the Com-
mission representative of the final disposition of each
complaint. Upon request of the complainant or the Com-
mission representative, the utility shall report the findings
of its investigation in writing. D.

4. The utility shall inform the customer of his right of appeal
to the Commission should the results of the utility’s
investigation prove unsatisfactory to the customer.

5. Each utility shall keep a record of all written service com-
plaints received which shall contain, at a minimum, the
following data:

a. Name and address of the complainant
b. Date and nature of the complaint
c. Disposition of the complaint
d. A copy of any correspondence between the utility,
the customer, and/or the Commission.
This record shall be maintained for a minimum period of
one year and shall be available for inspection by the
Commission.
B. Notice by utility of responsible officer or agent

1. Each utility shall file with the Commission a written

statement containing the name, address (business, resi-

dence and post office) and telephone numbers (business
and residence) of at least one officer, agent or employee
responsible for the general management of its operations
as a utility in Arizona.

Each utility shall give notice, by filing a written statement
with the Commission, of any change in the information
required herein within five days from the date of any such
change.

Time-frames for processing applications for Certificates of
Convenience and Necessity

1.

This rule prescribes time-frames for the processing of any
Application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this rule.
Within 30 calendar days after receipt of an application for
a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.
Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.
After receipt of a corrected application, staff shall notify
the applicant within 30 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staft determines that the appli-
cation is complete.
Within 150 days after an application is deemed adminis-
tratively complete, the Commission shall approve or
reject the application.
For purposes of A.R.S. § 41-1072 et seq., the Commis-
sion has established the following time-frames:
a. Administrative completeness review time-frame: 30
calendar days,
b. Substantive review time-frame: 150 calendar days,
c.  Overall time-frame: 180 calendar days.
If an applicant requests, and is granted, an extension or
continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the
extension or continuance.
During the substantive review time-frame, the Commis-
sion may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-
frame rules.

Accounts and records

1.

Each utility shall keep general and auxiliary accounting
records reflecting the cost of its properties, operating
income and expense, assets and liabilities, and all other
accounting and statistical data necessary to give complete
and authentic information as to its properties and opera-
tions.

Each utility shall maintain its books and records in con-
formity with the NARUC Uniform Systems of Accounts
for Class A, B, C and D Sewer Utilities.

A utility shall produce or deliver in this state any or all of
its formal accounting records and related documents
requested by the Commission. It may, at its option, pro-
vide verified copies of original records and documents.
All utilities shall submit an annual report to the Commis-
sion on a form prescribed by it. The annual report shall be
filed on or before the 15th day of April for the preceding
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calendar year. Reports prepared by a certified or licensed
public accountant on the utility, if any, shall accompany
the annual report.

5. All utilities shall file with the Commission a copy of all
reports required by the Securities and Exchange Commis-
sion.

Maps. All utilities shall file with the Commission a map or
maps clearly setting forth the location and extent of the area or
areas they hold under approved certificates of convenience and
necessity, in accordance with the Cadastral (Rectangular) Sur-
vey of the United States Bureau of Land Management, or by
metes and bounds with a starting point determined by the
aforesaid Cadastral Survey.

Variations, exemptions of Commission rules and regulations.

Variations or exemptions from the terms and requirements of

any of the rules included herein (Title 14, Chapter 2, Article 6)

shall be considered upon the verified application of an affected

party to the Commission setting forth the circumstances
whereby the public interest requires such variation or exemp-
tion from the Commission rules and regulations. Such applica-
tion will be subject to the review of the Commission, and any
variation or exemption granted shall require an order of the

Commission. In case of conflict between these rules and regu-

lations and an approved tariff or order of the Commission, the

provisions of the tariff or order shall apply.

Prior agreements. The adoption of these rules by the Commis-

sion shall not affect any agreements entered into between the

utility and customers or other parties who, pursuant to such
contracts, arranged for the extension of facilities in a provision
of service prior to the effective date of these rules.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended
effective December 31, 1998, under an exemption as
determined by the Arizona Corporation Commission
(Supp. 98-4). Amended to correct subsection numbering
(Supp. 99-4).

ARTICLE 7. RESOURCE PLANNING AND
PROCUREMENT

Definitions

1. “Acknowledgment” means a Commission determination,
under R14-2-704, that a plan meets the basic require-
ments of this Article.

2. “Affiliated” means related through ownership of voting
securities, through contract, or otherwise in such a man-
ner that one entity directly or indirectly controls another,
is directly or indirectly controlled by another, or is under
direct or indirect common control with another entity.

3.  “Benchmark” means to calibrate against a known set of
values or standards.

4.  “Book life” means the expected time period over which a

power supply source will be available for use by a load-

serving entity.

“Btu” means British thermal unit.

6. “Capacity” means the amount of electric power, mea-
sured in megawatts, that a power source is rated to pro-
vide.

7. “Capital costs” means the construction and installation
cost of facilities, including land, land rights, structures,
and equipment.

8. “Coincident peak” means the maximum of the sum of
two or more demands that occur in the same demand
interval, which demand interval may be established on an
annual, monthly, or hourly basis.

e

9.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

“Customer class” means a subset of customers catego-
rized according to similar characteristics, such as amount
of energy consumed; amount of demand placed on the
energy supply system at the system peak; hourly, daily, or
seasonal load pattern; primary type of activity engaged in
by the customer, including residential, commercial,
industrial, agricultural, and governmental; and location.
“Decommissioning” means the process of safely and eco-
nomically removing a generating unit from service.
“Demand management” means beneficial reduction in the
total cost of meeting electric energy service needs by
reducing or shifting in time electricity usage.
“Derating” means a reduction in a generating unit’s
capacity.
“Discount rate” means the interest rate used to calculate
the present value of a cost or other economic variable.
“Docket Control” means the office of the Commission
that receives all official filings for entry into the Commis-
sion’s public electronic docketing system.
“Emergency” means an unforeseen and unforeseeable
condition that:
a. Does not arise from the load-serving entity’s failure
to engage in good utility practices,
b. Is temporary in nature, and
c.  Threatens reliability or poses another significant risk
to the system.
“End use” means the final application of electric energy,
for activities such as, but not limited to, heating, cooling,
running an appliance or motor, an industrial process, or
lighting.
“Energy losses” means the quantity of electric energy
generated or purchased that is not available for sale to end
users, for resale, or for use by the load-serving entity.
“Escalation” means the change in costs due to inflation,
changes in manufacturing processes, changes in avail-
ability of labor or materials, or other factors.
“Generating unit” means a specific device or set of
devices that converts one form of energy (such as heat or
solar energy) into electric energy, such as a turbine and
generator or a set of photovoltaic cells.
“Heat rate” means a measure of generating station ther-
mal efficiency expressed in Btus per net kilowatt-hour
and computed by dividing the total Btu content of fuel
used for electric generation by the kilowatt-hours of elec-
tricity generated.
“Independent monitor” means a company or consultant
that is not affiliated with a load-serving entity and that is
selected to oversee the conduct of a competitive procure-
ment process under R14-2-706.
“Integration” means methods by which energy produced
by intermittent resources can be incorporated into the
electric grid.
“Intermittent resources” means electric power generation
for which the energy production varies in response to nat-
urally occurring processes like wind or solar intensity.
“Interruptible power” means power made available under
an agreement that permits curtailment or cessation of
delivery by the supplier.
“In-service date” means the date a power supply source
becomes available for use by a load-serving entity.
“Load-serving entity” means a public service corporation
that provides electricity generation service and operates
or owns, in whole or in part, a generating facility or facil-
ities with capacity of at least 50 megawatts combined.
“Long-term” means having a duration of three or more
years.
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“Maintenance” means the repair of generation, transmis-
sion, distribution, administrative, and general facilities;
replacement of minor items; and installation of materials
to preserve the efficiency and working condition of facili-
ties.

“Mothballing” means the temporary removal of a gener-
ating unit from active service and accompanying storage
activities.

“Operate” means to manage or otherwise be responsible
for the production of electricity by a generating facility,
whether that facility is owned by the operator, in whole or
in part, or by another entity.

“Participation rate” means the proportion of customers
who take part in a specific program.

“Probabilistic analysis” means a systematic evaluation of
the effect, on costs, reliability, or other measures of per-
formance, of possible events affecting factors that influ-
ence performance, considering the likelihood that the
events will occur.

“Production cost” means the variable operating costs and
maintenance costs of producing electricity through gener-
ation, including fuel cost, plus the cost of purchases of
power sufficient to meet demand.

R14-2-702.
A.

46. “Third-party independent energy broker” means an entity,
such as Prebon Energy or Tradition Financial Services,
that facilitates an energy transaction between separate
parties without taking title to the transaction.

47. “Third-party online trading system” means a computer-
based marketplace for commodity exchanges provided by
an entity that is not affiliated with the load-serving entity,
such as the Intercontinental Exchange, California Inde-
pendent System Operator, or New York Mercantile
Exchange.

48. “Total cost” means all capital, operating, maintenance,
fuel, and decommissioning costs, plus the costs associ-
ated with mitigating any adverse environmental effects,
incurred by end users, load-serving entities, or others, in
the provision or conservation of electric energy services.

Historical Note
Adopted effective February 3, 1989 (Supp. 89-1).
Amended by final rulemaking at 16 A.A.R. 2150, effec-
tive December 20, 2010 (Supp. 10-4).

Applicability
This Article applies to each load-serving entity, whether the
power generated is for sale to end users or is for resale.

34. “Refurbish” means to make major changes, more exten- ~ B. An electricity public service corporation that becomes a load-
sive than maintenance or repair, in the power production, serving entity by increasing its generating capacity to at least
transmission, or distribution characteristics of a compo- 50 megawatts combined shall provide written notice to the
nent of the power supply system, such as by changing the Commission within 30 days after the increase and shall com-
fuels that can be used in a generating unit or changing the ply with the filing requirements in this Article within two
capacity of a generating unit. years after the notice is filed.

35. “Reliability” means a measure of the ability of a load- C. The Commission may, by Order, exempt a load-serving entity
serving entity’s generation, transmission, or distribution from complying with any provision in this Article, or the Arti-
system to provide power without failures, measured to cle as a whole, upon determining that:
reflect the portion of time that a system is unable to meet 1. The burden of compliance with the provision, or the Arti-
demand or the kilowatt-hours of demand that could not be cle as a whole, exceeds the potential benefits to custom-
supplied. ers in the form of cost savings, service reliability, risk

36. “Renewable energy resource” means an energy resource reductions, or reduced environmental impacts that would
that is replaced rapidly by a natural, ongoing process and result from the load-serving entity’s compliance with the
that is not nuclear or fossil fuel. provision or Article; and

37. “Reserve requirements” means the capacity that a load- 2. The pubhc interest w111 be served by the exemption.
serving entity must maintain in excess of its peak load to  D. A load-serving entity that desires an exemption shall submit to
provide for scheduled maintenance, forced outages, Docket Control an application that includes, at a minimum:
unforeseen loads, emergencies, system operating require- 1. The reasons why the burden of complying with the Arti-
ments, and reserve sharing arrangements. cle, or the specific provision in the Article for which

38. “Reserve sharing arrangement” means an agreement exemption is requested, exceeds the potential benefits to
between two or more load-serving entities to provide customers that would result from the load-serving entity’s
backup capacity. compliance with the provision or Article;

39. “Resource planning” means integrated supply and 2. Data supporting the load-serving entity’s assertions as to
demand analyses completed as described in this Article. the burden of compliance and the potential benefits to

40. “RFP” means request for proposals. customers that would result from compliance; and

41. “Self generation” means the production of electricity by 3. The reasons why the public interest would be served by
an end user. the requested exemption.

42. “Sensitivity analysis” means a systematic assessment of  E. A load-serving entity shall file with Docket Control, within
the degree of response of costs, reliability, or other mea- 120 days after the effective date of these rules, the documents
sures of performance to changes in assumptions about that would have been due on April 1, 2010, under R14-2-
factors that influence performance. 703(C), (D), (E), (F), and (H) had the revisions to those sub-

43. “Short-term” means having a duration of less than three sections been effective at that time.
years. . . Historical Note

44. “Spinning reserve” means the capacity a load-serving .
entity must maintain connected to the system and ready to Adopted effective Febrgary 3, 1989 (Supp. 89-1).
deliver power promptly in the event of an unexpected loss Amended by final rulemaking at 16 A.A.R. 2150, effec-
of generation source, expressed as a percentage of peak tive December 20, 2010 (Supp. 10-4).
load, a percentage of the largest generating unit, or in R14-2-703. Load-serving Entity Reporting Requirements
fixed megawatts. A. A load-serving entity shall, by April 1 of each year, file with

45. “Staff” means individuals working for the Commission’s Docket Control a compilation of the following items of
Utilities Division, whether as employees or through con- demand-side data, including for each item for which no record
tract.
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is maintained the load-serving entity’s best estimate and a full

description of how the estimate was made:

1. Hourly demand for the previous calendar year, disaggre-
gated by:

a.  Sales to end users;

b. Sales for resale;

c.  Energy losses; and

d. Other disposition of energy, such as energy fur-
nished without charge and energy used by the load-
serving entity;

2. Coincident peak demand (megawatts) and energy con-
sumption (megawatt-hours) by month for the previous 10
years, disaggregated by customer class;

3. Number of customers by customer class for each of the
previous 10 years; and

4. Reduction in load (kilowatt and kilowatt-hours) in the
previous calendar year due to existing demand manage-
ment measures, by type of demand management measure.

A load-serving entity shall, by April 1 of each year, file with

Docket Control a compilation of the following items of sup-

ply-side data, including for each item for which no record is

maintained the load-serving entity’s best estimate and a full
description of how the estimate was made:

1. For each generating unit and purchased power contract
for the previous calendar year:

a. In-service date and book life or contract period;

b. Type of generating unit or contract;

c. The load-serving entity’s share of the generating
unit’s capacity, or of capacity under the contract, in
megawatts;

d. Maximum generating unit or contract capacity, by
hour, day, or month, if such capacity varies during
the year;

e. Annual capacity factor (generating units only);

f.  Average heat rate of generating units and, if avail-
able, heat rates at selected output levels;

g.  Average fuel cost for generating units, in dollars per
million Btu for each type of fuel;

h.  Other variable operating and maintenance costs for
generating units, in dollars per megawatt hour;

i.  Purchased power energy costs for long-term con-
tracts, in dollars per megawatt-hour;

j.  Fixed operating and maintenance costs of generating
units, in dollars per megawatt;

k. Demand charges for purchased power;

1. Fuel type for each generating unit;

m. Minimum capacity at which the generating unit

would be run or power must be purchased;

n.  Whether, under standard operating procedures, the
generating unit must be run if it is available to run;

0. Description of each generating unit as base load,
intermediate, or peaking;

p- Environmental impacts, including air emission
quantities (in metric tons or pounds) and rates (in
quantities per megawatt-hour) for carbon dioxide,
nitrogen oxides, sulfur dioxide, mercury, particu-
lates, and other air emissions subject to current or
expected future environmental regulation;

q. Water consumption quantities and rates; and

r.  Tons of coal ash produced per generatlng unit;

2. For the power supply system for the previous calendar
year:

a. A description of generating unit commitment proce-
dures;

b. Production cost;

c.  Reserve requirements;

d.  Spinning reserve;

e. Reliability of generating, transmission, and distribu-
tion systems;

f.  Purchase and sale prices, averaged by month, for the
aggregate of all purchases and sales related to short-
term contracts; and

g.  Energy losses;

3. The level of self generatlon in the load-serving entity’s
service area for the previous calendar year; and

4. An explanation of any resource procurement processes
used by the load-serving entity during the previous calen-
dar year that did not include use of an RFP, including the
exception under which the process was used.

A load-serving entity shall, by April 1 of each even year, file

with Docket Control a compilation of the following items of

load data and analyses, which may include a reference to the

last filing made under this subsection for each item for which

there has been no change in forecast since the last filing:

1.  Fifteen-year forecast of system coincident peak load
(megawatts) and energy consumption (megawatt-
hours) by month and year, expressed separately for
residential, commercial, industrial, and other cus-
tomer classes; for interruptible power; for resale;
and for energy losses;

2. Disaggregation of the load forecast of subsection
(C)(1) into a component in which no additional
demand management measures are assumed, and a
component assuming the change in load due to addi-
tional forecasted demand management measures;
and

3.  Documentation of all sources of data, analyses,
methods, and assumptions used in making the load
forecasts, including a description of how the fore-
casts were benchmarked and justifications for select-
ing the methods and assumptions used.

A load-serving entity shall, by April 1 of each even year, file
with Docket Control the following prospective analyses and
plans, which shall compare a wide range of resource options
and take into consideration expected duty cycles, cost projec-
tions, other analyses required under this Section, environmen-
tal impacts, and water consumption and may include a
reference to the last filing made under this subsection for each
item for which there has been no change since the last filing:
1. A 15-year resource plan, providing for each year:

a. Projected data for each of the items listed in subsec-
tion (B)(1), for each generating unit and purchased
power source, including each generating unit that is
expected to be new or refurbished during the period,
which shall be designated as new or refurbished, as
applicable, for the year of purchase or the period of
refurbishment;

b. Projected data for each of the items listed in subsec-
tion (B)(2), for the power supply system;

c. The capital cost, construction time, and construction
spending schedule for each generating unit expected
to be new or refurbished during the period;

d. The escalation levels assumed for each component
of cost, such as, but not limited to, operating and
maintenance, environmental compliance, system
integration, backup capacity, and transmission deliv-
ery, for each generating unit and purchased power
source;

e. Ifdiscontinuation, decommissioning, or mothballing
of any power source or permanent derating of any
generating facility is expected:
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i.  Identification of each power source or generat-
ing unit involved,

ii. The costs and spending schedule for each dis-
continuation, decommissioning, mothballing,
or derating; and

iii. The reasons for each discontinuation, decom-
missioning, mothballing, or derating;

f.  The capital costs and operating and maintenance
costs of all new or refurbished transmission and dis-
tribution facilities expected during the 15-year
period;

g.  An explanation of the need for and purpose of all
expected new or refurbished transmission and distri-
bution facilities, which explanation shall incorporate
the load-serving entity’s most recent transmission
plan filed under A.R.S. § 40-360.02(A) and any rele-
vant provisions of the Commission’s most recent
Biennial Transmission Assessment decision regard-
ing the adequacy of transmission facilities in Ari-
zona; and

h. Cost analyses and cost projections, including the
cost of compliance with existing and expected envi-
ronmental regulations;

Documentation of the data, assumptions, and methods or

models used to forecast production costs and power pro-

duction for the 15-year resource plan, including the
method by which the forecast was benchmarked,

A description of:

a.  Each potential power source that was rejected;

b. The capital costs, operating costs, and maintenance
costs of each rejected source; and

c.  The reasons for rejecting each source;
A 15-year forecast of self generation by customers of the
load-serving entity, in terms of annual peak production
(megawatts) and annual energy production (megawatt-
hours);
Disaggregation of the forecast of subsection (D)(4) into
two components, one reflecting the self generation pro-
jected if no additional efforts are made to encourage self
generation, and one reflecting the self generation pro-
jected to result from the load-serving entity’s institution
of additional forecasted self generation measures;

A 15-year forecast of the annual capital costs and operat-

ing and maintenance costs of the self generation identi-

fied under subsections (D)(4) and (5);

Documentation of the analysis of the self generation

under subsections (D)(4) through (6);

A plan that considers using a wide range of resources and

promotes fuel and technology diversity within its portfo-

lio;

A calculation of the benefits of generation using renew-

able energy resources;

A plan that factors in the delivered cost of all resource

options, including costs associated with environmental

compliance, system integration, backup capacity, and
transmission delivery;

Analysis of integration costs for intermittent resources;

A plan to increase the efficiency of the load-serving

entity’s generation using fossil fuel;

Data to support technology choices for supply-side

resources;

A description of the demand management programs or

measures included in the 15-year resource plan, including

for each demand management program or measure:

a. How and when the program or measure will be
implemented;

15.

16.

17.

b. The projected participation level by customer class
for the program or measure;

c. The expected change in peak demand and energy
consumption resulting from the program or measure;

d. The expected reductions in environmental impacts,
including air emissions, solid waste, and water con-
sumption, attributable to the program or measure;

e. The expected societal benefits, societal costs, and
cost-effectiveness of the program or measure;

f.  The expected life of the measure; and

g. The capital costs, operating costs, and maintenance
costs of the measure, and the program costs;

For each demand management measure that was consid-

ered but rejected:

a. A description of the measure;

b. The estimated change in peak demand and energy
consumption from the measure;

c. The estimated cost-effectiveness of the measure;

d.  The capital costs, operating costs, and maintenance
costs of the measure, and the program costs; and

e. The reasons for rejecting the measure;

Analysis of future fuel supplies that are part of the

resource plan; and

A plan for reducing environmental impacts related to air

emissions, solid waste, and other environmental factors,

and for reducing water consumption.

A load-serving entity shall, by April 1 of each even year, file
with Docket Control a compilation of the following analyses
and plan:

1.

3.

Analyses to identify and assess errors, risks, and uncer-
tainties in the following, completed using methods such
as sensitivity analysis and probabilistic analysis:

a. Demand forecasts;

b. The costs of demand management measures and

power supply;

The availability of sources of power;

d.  The costs of compliance with existing and expected
environmental regulations;

e. Any analysis by the load-serving entity in anticipa-
tion of potential new or enhanced environmental
regulations;

f.  Changes in fuel prices and availability;

g. Construction costs, capital costs, and operating
costs; and

h.  Other factors the load-serving entity wishes to con-
sider;

A description and analysis of available means for manag-
ing the errors, risks, and uncertainties identified and ana-
lyzed in subsection (E)(1), such as obtaining additional
information, limiting risk exposure, using incentives, cre-
ating additional options, incorporating flexibility, and
participating in regional generation and transmission
projects; and

A plan to manage the errors, risks, and uncertainties iden-

tified and analyzed in subsection (E)(1).

°

A load-serving entity shall, by April 1 of each even year, file
with Docket Control a 15-year resource plan that:

1.

Selects a portfolio of resources based upon comprehen-
sive consideration of a wide range of supply- and
demand-side options;

Will result in the load-serving entity’s reliably serving the
demand for electric energy services;

Will address the adverse environmental impacts of power
production;

Will include renewable energy resources to meet or
exceed the greater of the Annual Renewable Energy

Page 118

Supp. 18-3

September 30, 2018



Title 14

Arizona Administrative Code

14AAC.2

CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

Requirement in R14-2-1804 or the following annual per-
centages of retail kWh sold by the load-serving entity:
Calendar Year Percentage of Retail kWh

Sold During Calendar Year

2010 2.5%
2011 3.0%
2012 3.5%
2013 4.0%
2014 4.5%
2015 5.0%
2016 6.0%
2017 7.0%
2018 8.0%
2019 9.0%
2020 10.0%
2021 11.0%
2022 12.0%
2023 13.0%
2024 14.0%
after 2024 15.0%

5. Will include distributed generation energy resources to
meet or exceed the greater of the Distributed Renewable
Energy Requirement in R14-2-1805 or the following
annual percentages as applied to the load-serving entity’s
Annual Renewable Energy Requirement:

2007 5%

2008 10%
2009 15%
2010 20%
2011 25%
After 2011 30%

6. Will address energy efficiency so as to meet any require-
ments set in rule by the Commission or in an order of the
Commission;

7. Will effectively manage the uncertainty and risks associ-
ated with costs, environmental impacts, load forecasts,
and other factors;

8. Will achieve a reasonable long-term total cost, taking into
consideration the objectives set forth in subsections
(F)(2) through (7) and the uncertainty of future costs; and

9. Contains all of the following:

a. A complete description and documentation of the
plan, including supply and demand conditions,
availability of transmission, costs, and discount rates

R14-2-704.

3. The sources of the load-serving entity’s current assump-
tions; and
4.  An outline of the timing and extent of public participation
and advisory group meetings the load-serving entity
intends to hold before completing and filing the resource
plan.
With its resource plan, a load-serving entity shall include an
action plan, based on the results of the resource planning pro-
cess, that:
1. Includes a summary of actions to be taken on future
resource acquisitions;
2. Includes details on resource types, resources capacity,
and resource timing; and
3. Covers the three-year period following the Commission’s
acknowledgment of the resource plan.
A load-serving entity or interested party may provide, for the
Commission’s consideration, analyses and supporting data
pertaining to environmental impacts associated with the gener-
ation or delivery of electricity, which may include monetized
estimates of environmental impacts that are not included as
costs for compliance. Values or factors for compliance costs,
environmental impacts, or monetization of environmental
impacts may be developed and reviewed by the Commission
in other proceedings or stakeholder workshops.
If a load-serving entity’s submission does not contain suffi-
cient information to allow Staff to analyze the submission
fully for compliance with this Article, Staff shall request addi-
tional information from the load-serving entity, including the
data used in the load-serving entity’s analyses.
Staff may request that a load-serving entity complete addi-
tional analyses to improve specified components of the load-
serving entity’s submissions.
If a load-serving entity believes that a data-reporting require-
ment may result in disclosure of confidential business data or
confidential electricity infrastructure information, the load-
serving entity may submit to Staff a request that the data be
submitted to Staff under a confidentiality agreement, which
request shall include an explanation justifying the confidential
treatment of the data.
Data protected by a confidentiality agreement shall not be sub-
mitted to Docket Control and will not be open to public
inspection or otherwise made public except upon an order of
the Commission entered after written notice to the load-serv-
ing entity.

Historical Note
Adopted effective February 3, 1989 (Supp. 89-1).
Amended by final rulemaking at 16 A.A.R. 2150, effec-
tive December 20, 2010 (Supp. 10-4).

Commission Review of Load-serving Entity

Resource Plans

By October 1 of each even year, Staff shall file a report that
contains its analysis and conclusions regarding its statewide
review and assessments of the load-serving entities’ filings
made under R14-2-703(C), (D), (E), (F), and (H).

By February 1 of each odd year, the Commission shall issue an
order acknowledging a load-serving entity’s resource plan or
issue an order stating the reasons for not acknowledging the
resource plan. The Commission shall order an acknowledg-
ment of a load-serving entity’s resource plan, with or without
amendment, if the Commission determines that the resource
plan, as amended if applicable, complies with the requirements
of this Article and that the load-serving entity’s resource plan
is reasonable and in the public interest, based on the informa-
tion available to the Commission at the time and considering
the following factors:

o A.
utilized;
b. A comprehensive, self-explanatory load and
resources table summarizing the plan;
c. A brief executive summary; B.
d.  An index to indicate where the responses to each fil-
ing requirement of these rules can be found; and
e. Definitions of the terms used in the plan.
A load-serving entity shall, by April 1 of each odd year, file
with Docket Control a work plan that includes:
1. An outline of the contents of the resource plan the load-
serving entity is developing to be filed the following year
as required under subsection (F);
2. The load-serving entity’s method for assessing potential
resources;
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The total cost of electric energy services;

The degree to which the factors that affect demand,

including demand management, have been taken into

account;

3. The degree to which supply alternatives, such as self gen-
eration, have been taken into account;

4. Uncertainty in demand and supply analyses, forecasts,
and plans, and whether plans are sufficiently flexible to
enable the load-serving entity to respond to unforeseen
changes in supply and demand factors;

5. The reliability of power supplies, including fuel diversity
and non-cost considerations;

6.  The reliability of the transmission grid;

7.  The environmental impacts of resource choices and alter-
natives;

8. The degree to which the load-serving entity considered
all relevant resources, risks, and uncertainties;

9. The degree to which the load-serving entity’s plan for
future resources is in the best interest of its customers;

10. The best combination of expected costs and associated
risks for the load-serving entity and its customers; and

11. The degree to which the load-serving entity’s resource
plan allows for coordinated efforts with other load-serv-
ing entities.

The Commission may hold a hearing or workshop regarding a
load-serving entity’s resource plan. If the Commission holds
such a hearing or workshop, the Commission may extend the
February 1 deadline for the Commission to issue an order
regarding acknowledgment under subsection (B).
While no particular future ratemaking treatment is implied by
or shall be inferred from the Commission’s acknowledgment,
the Commission shall consider a load-serving entity’s filings
made under R14-2-703 when the Commission evaluates the
performance of the load-serving entity in subsequent rate cases
and other proceedings.

A load-serving entity may seek Commission approval of spe-

cific resource planning actions.

A load-serving entity may file an amendment to an acknowl-

edged resource plan if changes in conditions or assumptions

necessitate a material change in the load-serving entity’s plan
before the next resource plan is due to be filed.

N —

Historical Note
Adopted effective February 3, 1989 (Supp. 89-1).
Amended by final rulemaking at 16 A.A.R. 2150, effec-
tive December 20, 2010 (Supp. 10-4).

R14-2-705. Procurement

A.

Except as provided in subsection (B), a load-serving entity

may use the following procurement methods for the wholesale

acquisition of energy, capacity, and physical power hedge
transactions:

1. Purchase through a third-party online trading system;

2. Purchase from a third-party independent energy broker;

3. Purchase from a non-affiliated entity through auction or
an RFP process;

4. Bilateral contract with a non-affiliated entity;

5. Bilateral contract with an affiliated entity, provided that
non-affiliated entities were provided notice and an oppor-
tunity to compete against the affiliated entity’s proposal
before the transaction was executed; and

6. Any other competitive procurement process approved by
the Commission.

A load-serving entity shall use an RFP process as its primary

acquisition process for the wholesale acquisition of energy and

capacity, unless one of the following exceptions applies:

1. The load-serving entity is experiencing an emergency;

2. The load-serving entity needs to make a short-term acqui-
sition to maintain system reliability;

3. The load-serving entity needs to acquire other compo-
nents of energy procurement, such as fuel, fuel transpor-
tation, and transmission projects;

4. The load-serving entity’s planning horizon is two years or
less;

5. The transaction presents the load-serving entity a genu-
ine, unanticipated opportunity to acquire a power supply
resource at a clear and significant discount, compared to
the cost of acquiring new generating facilities, and will
provide unique value to the load-serving entity’s custom-
ers;

6. The transaction is necessary for the load-serving entity to
satisfy an obligation under the Renewable Energy Stan-
dard rules; or

7.  The transaction is necessary for the load-serving entity’s
demand-side management or demand response programs.

C. A load-serving entity shall engage an independent monitor to
oversee all RFP processes for procurement of new resources.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2150, effective December 20, 2010 (Supp. 10-4).

R14-2-706. Independent Monitor Selection and Responsibili-

ties

A. When a load-serving entity contemplates engaging in an RFP
process, the load-serving entity shall consult with Staff regard-
ing the identity of companies or consultants that could serve as
independent monitor for the RFP process.

B. After consulting with Staff, a load-serving entity shall create a
vendor list of three to five candidates to serve as independent
monitor and shall file the vendor list with Docket Control to
allow interested persons time to review and file objections to
the vendor list.

C. An interested person shall file with Docket Control, within 30
days after a vendor list is filed with Docket Control, any objec-
tion that the interested person may have to a candidate’s inclu-
sion on a vendor list.

D. Within 60 days after a vendor list is filed with Docket Control,
Staff shall issue a notice identifying each candidate on the ven-
dor list that Staff has determined to be qualified to serve as
independent monitor for the contemplated RFP process. In
making its determination, Staff shall consider the experience
of the candidates, the professional reputation of the candidates,
and any objections filed by interested persons.

E. A load-serving entity that has completed the actions required
by subsections (A) and (B) to comply with a particular Com-
mission Decision is deemed to have complied with subsections
(A) and (B) and is not required to repeat those actions.

F. A load-serving entity may retain as independent monitor for
the contemplated RFP process and for its future RFP processes
any of the candidates identified in Staff’s notice.

A load-serving entity shall file with Docket Control a written
notice of its retention of an independent monitor.

H. A load-serving entity is responsible for paying the independent
monitor for its services and may charge a reasonable bidder’s
fee to each bidder in the RFP process to help offset the cost of
the independent monitor’s services. A load-serving entity may
request recovery of the cost of the independent monitor’s ser-
vices, to the extent that the cost is not offset by bidder’s fees,
in a subsequent rate case. The Commission shall use its discre-
tion in determining whether to allow the cost to be recovered
through customer rates.

I.  One week prior to the deadline for submitting bids, a load-
serving entity shall provide the independent monitor a copy of
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any bid proposal prepared by the load-serving entity or entity
affiliated with the load-serving entity and of any benchmark or
reference cost the load-serving entity has developed for use in
evaluating bids. The independent monitor shall take steps to
secure the load-serving entity’s bid proposal and any bench-
mark or reference cost so that they are inaccessible to any bid-
der, the load-serving entity, and any entity affiliated with the
load-serving entity.

Upon Staff’s request, the independent monitor shall provide
status reports to Staff throughout the RFP process.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2150, effective December 20, 2010 (Supp. 10-4).

ARTICLE 8. PUBLIC UTILITY HOLDING COMPANIES AND

R14-2-801.

AFFILIATED INTERESTS

Definitions

In this Article, unless the context otherwise requires:

R14-2-802.
A.

1. “Affiliate,” with respect to the public utility, shall mean
any other entity directly or indirectly controlling or con-
trolled by, or under direct or indirect common control
with, the public utility. For purposes of this definition, the
term “control” (including the correlative meanings of the
terms “controlled by” and “under common control
with”), as used with respect to any entity, shall mean the
power to direct the management policies of such entity,
whether through ownership of voting securities, or by
contract, or otherwise.

2. “Commission.” The Arizona Corporation Commission.

3. “Entity.” A corporation, partnership, limited partnership,
joint venture, trust, estate, or natural person.

4. “Holding Company” or “Public Utility Holding Com-
pany.” Any affiliate that controls a public utility.

5. “Reorganize” or “Reorganization.” The acquisition or
divestiture of a financial interest in an affiliate or a utility,
or reconfiguration of an existing affiliate or utility’s posi-
tion in the corporate structure or the merger or consolida-
tion of an affiliate or a utility.

6. “Subsidiary.” Any affiliate controlled by a utility.

7. “System of Accounts. The accounting system or systems
prescribed for utilities by the Commission.

8. “Utility” or “Public Utility. Any Class A investor-owned
public service corporation subject to the jurisdiction of
the Arizona Corporation Commission.

Historical Note
Adopted effective July 30, 1992 (Supp. 92-3).

Applicability

These rules are applicable to all Class A investor-owned utili-
ties under the jurisdiction of the Commission and are applica-
ble to all transactions entered into after the effective date of
these rules.

Notwithstanding subsection (A), these rules shall not apply to
a telecommunications utility whose retail telecommunications
services have been classified as competitive pursuant to 14
A.A.C. 2, Article 11, except as may otherwise be determined
by a future Commission order.

Information furnished to the Commission in compliance with
these rules will not be open to public inspection, or made pub-

lic, except on order of the Commission, or by the Commission,
or a Commissioner in the course of a hearing or proceeding.

Historical Note
Adopted effective July 30, 1992 (Supp. 92-3). Amended
by final rulemaking at 22 A.A.R. 1949, effective July 14,
2016 (Supp. 16-3).

R14-2-803. Organization of Public Utility Holding Compa-
nies
A. Any utility or affiliate intending to organize a public utility

holding company or reorganize an existing public utility hold-

ing company will notify the Commission’s Utilities Division

in writing at least 120 days prior thereto. The notice of intent
will include the following information:

1. The names and business addresses of the proposed offi-
cers and directors of the holding company;

2. The business purposes for establishing or reorganizing
the holding company;

3. The proposed method of financing the holding company
and the resultant capital structure;

4. The resultant effect on the capital structure of the public
utility;

5. An organization chart of the holding company that identi-
fies all affiliates and their relationships within the holding
company;

6. The proposed method for allocating federal and state
income taxes to the subsidiaries of the holding company;

7.  The anticipated changes in the utility’s cost of service and
the cost of capital attributable to the reorganization;

8. A description of diversification plans of affiliates of the
holding company; and

9. Copies of all relevant documents and filings with the
United States Securities and Exchange Commission and
other federal or state agencies.

10. The contemplated annual and cumulative investment in
each affiliate for the next five years, in dollars and as a
percentage of projected net utility plant, and an explana-
tion of the reasons supporting the level of investment and
the reasons this level will not increase the risks of invest-
ment in the public utility.

11. An explanation of the manner in which the utility can
assure that adequate capital will be available for the con-
struction of necessary new utility plant and for improve-
ments in existing utility plant at no greater cost than if the
utility or its affiliate did not organize or reorganize a pub-
lic utility holding company.

The Commission staff will, within 30 days after receipt of the
notice of intent, notify the Applicant of any questions which it
has concerning the notice or supporting information. The
Commission will, within 60 days from the receipt of the notice
of intent, determine whether to hold a hearing on the matter or
approve the organization or reorganization without a hearing.
At the conclusion of any hearing on the organization or reorga-
nization of a utility holding company, the Commission may
reject the proposal if it determines that it would impair the
financial status of the public utility, otherwise prevent it from
attracting capital at fair and reasonable terms, or impair the
ability of the public utility to provide safe, reasonable and ade-
quate service.

A notice of intent under this section is not required when the

reorganization of an existing Arizona water or wastewater

public utility holding company is due to the purchase of the
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shares of (or merger with) a Class D or E water or wastewater
utility.

Historical Note
Adopted effective July 30, 1992 (Supp. 92-3).
Amended by final rulemaking at 24 A.A.R. 2468,
Effective October 16, 2018 (Supp. 18-3).

Commission Review of Transactions Between

Public Utilities and Affiliates

A.

R14-2-805.

A utility will not transact business with an affiliate unless the

affiliate agrees to provide the Commission access to the books

and records of the affiliate to the degree required to fully audit,
examine or otherwise investigate transactions between the
public utility and the affiliate. In connection therewith, the

Commission may require production of books, records,

accounts, memoranda and other documents related to these

transactions.

A utility will not consummate the following transactions with-

out prior approval by the Commission:

Obtain a financial interest in any affiliate not regulated by
the Commission, or guarantee, or assume the liabilities of
such affiliate;

2. Lend to any affiliate not regulated by the Commission,
with the exception of short-term loans for a period less
than 12 months in an amount less than $100,000; or

3. Use utility funds to form a subsidiary or divest itself of
any established subsidiary.

The Commission will review the transactions set forth in sub-
section (B) above to determine if the transactions would
impair the financial status of the public utility, otherwise pre-
vent it from attracting capital at fair and reasonable terms, or
impair the ability of the public utility to provide safe, reason-
able and adequate service.

Every transaction in violation of subsection (A) or (B) above is

void, and the transaction shall not be made on the books of any

public service corporation.

The system of accounts used by the public utility will include

the necessary accounting records needed to record and com-

pile transactions with each affiliate.

Historical Note
Adopted effective July 30, 1992 (Supp. 92-3).

Annual Filing Requirements of Diversification

Activities and Plans

R14-2-806.
A.

5. An assessment of the effect of current and planned affili-
ated activities on the public utility’s capital structure and
the public utility’s ability to attract capital at fair and rea-
sonable rates;

6. The bases upon which the public utility holding company
allocates plant, revenue and expenses to affiliates and the
amounts involved; an explanation of the derivation of the
factors; the reasons supporting that methodology and the
reasons supporting the allocation;

7. An explanation of the manner in which the utility’s capi-
tal structure, cost of capital and ability to raise capital at
reasonable rates have been affected by the organization or
reorganization of the public utility holding company;

8. The dollar amount transferred between the utility and
each affiliate during the annual period, and the purpose of
each transfer;

9. Contracts or agreements to receive, or provide manage-
ment, engineering, accounting, legal, financial or other
similar services between a public utility and an affiliate;

10. Contracts or agreements to purchase or sell goods or real
property between a public utility and an affiliate; and

11. Contracts or agreements to lease goods or real property
between a public utility and an affiliate.

After reviewing the diversification plans, the Commission
may, within 90 days after plans have been provided, request
additional information, or order a hearing, or both, should it
conclude after its review that the business activities would
impair the financial status of the public utility, otherwise pre-
vent it from attracting capital at fair and reasonable terms, or
impair the ability of the public utility to provide safe, reason-
able and adequate service.

Historical Note
Adopted effective July 30, 1992 (Supp. 92-3).

Waiver from the Provisions of this Article

The Commission may waive compliance with any of the pro-
visions of this Article upon a finding that such waiver is in the
public interest.

Any affected entity may petition the Commission for a waiver
by filing a verified application for waiver setting forth with
specificity the circumstances whereby the public interest justi-
fies noncompliance with all or part of the provisions of this
Article.

If the Commission fails to approve, disapprove, or suspend for

A. On or before April 15th of each calendar year, all public utili- further consideration an application for waiver within 30 days
ties meeting the requirements of R14-2-802 and public utility following filing of a verified application for waiver, the waiver
holding companies will provide the Commission with a shall. begome effective on the 31st day following filing of the
description of diversification plans for the current calendar application.
year that have been approved by the Boards of Directors. As Historical Note
part of these filings, each public utility meeting the require- Adonted effective Julv 30. 1992 (S 92.3
ments of R14-2-802 will provide the Commission the follow- opted etiective July 25, (Supp. )
ing information: ARTICLE 9. CUSTOMER-OWNED PAY TELEPHONES
1. The name, home office location and description of the R14-2-901. Definitions

public utility’s affiliates with whom transactions occur, In this Arti-cle unless the context otherwise requires:
their relationship to each othe'r and the public utility, and 1« Afhliat ¢” means any other entity directly or indirectly
the general ngtqre of their buglness; . controlling or controlled by, or under direct or indirect
2. Abrief description of the business activities conducted by common control with, a customer of record. For purposes
the.utlhty’s afﬁ liates Wlth whom transactions Qgcurred of this subsection, thé term “control, (including the cor-
durlr_lg the prior year, including any new activities not relative meanings of the terms “controlled by” and “under
prev1ous'l Y .reported; e R common control with”), as used with respect to any
3.A df.:SCI‘lp‘[IOIl of plaps for tl.le. }1t111ty S su bsidiaries to entity, means the power to direct the management poli-
modify or change business activities, enter into new busi- cies of such entity, whether through the ownership of vot-
ness ventures or to acquire, merge or otherwise establish ing securities, by éontract or otherwise
anew business entity; . 2. “Customer of record” means a premises owner or vendor,
4. Copies of the most recent financial statements for each of who has either applied to, or who has obtained from, an
the uiility’s subsidiaries; LEC an access line to be a COPT provider.
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3.  “Customer-owned pay telephone (COPT) provider”
means an entity authorized by the Commission to provide
public pay telephone service to end-users and which is
not a certificated LEC on the effective date of this Article.
For purposes of compliance with Article 5 of this Chap-
ter, “COPT provider” does not mean a “utility” as defined
in R14-2-501(24).

4. 800’ service” means calls to telephone numbers which
normally can be reached without charge to the calling
party by dialing 1-800 plus 7 digits.

5. “Entity” means a corporation, partnership, limited part-
nership, joint venture, trust, estate, or natural person.

6. “Local exchange company (LEC)” means a company
which is certificated to operate the local public switched
telecommunications network.

7. “Public access line (PAL)” means any LEC tariff under
which COPT providers are authorized to obtain access to
the local and interexchange telecommunications network.

Historical Note
Adopted effective September 16, 1992 (Supp. 92-3).

Editor’s Note: The following Section was amended under an

exemption from the Attorney General approval provisions of the
Arizona Administrative Procedure Act (State ex. rel. Corbin v.
Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)), as determined by the Corporation Commission. This
exemption means that the rules as amended were not approved by
the Attorney General.

R14-2-902. Application for Certificate of Convenience and
Necessity
A. Within 30 days of the effective date of this Article, all LEC’s

shall provide written notification of the requirements of this

Article to each of their existing customers of record. Such

notification shall be in a form acceptable to the Commission

and shall explain that all customers of record are required to
file either an application for a certificate of convenience and
necessity (CC&N) pursuant to this Section or an application
for an adjudication not a public service corporation pursuant to

R14-2-904.

Any customer of record requesting PAL service subsequent to

the effective date of this Article who was not subject to the

provisions of subsections (A) and (E) of this Section, or whose

PAL service was terminated pursuant to the provisions of this

Article, shall provide to the LEC proof of either:

1. A CC&N granted pursuant to this Section; or

2. An adjudication order declaring that it is not a public ser-
vice corporation pursuant to R14-2-904.

All customers of record shall submit to the Commission an

original and 10 copies of an application for a CC&N. A cus-

tomer of record who has COPT’s placed in more than one
location may apply for a single CC&N to cover all locations
served.

Each customer of record shall submit an application on a form

provided by the Commission which includes all of the follow-

ing information:

1. The name and address of the customer of record, includ-
ing a contact person for coordinating communications
with the Commission and a contact person or telephone
number for maintenance and complaint handling. If the
customer of record is other than an individual, a listing of
the officers, directors, or partners and a copy of the arti-
cles of incorporation, partnership agreement, or other
organizational document shall be provided.

2. A description of all affiliated relationships between the
customer of record and any public service corporation or
telecommunications company.

3. The addresses and descriptions of locations to be served,
including the name of the serving LEC.

4. A description of the equipment being used to provide ser-

vice.

A list of services provided and the proposed rates.

6. An example of the contract between the customer of
record and the premises owner, if different.

7. A description of how information posting and complaint
handling requirements will be met.

8. A customer of record planning to serve more than 50
locations shall submit relevant financial data, including
current financial statements, the method of financing
operations, and projected annual operating expenses. For
purposes of this subsection, the number of service loca-
tions shall include all those of the customer of record and
affiliates.

9.  One of the following also shall be included:

a. A commitment to provide service under the Generic
(Streamlined) COPT Tariff; or

b. A request for approval of services under a Special
(Non- Streamlined) COPT Tariff.

Time-frames for processing applications for Certificates of

Convenience and Necessity

1. This rule prescribes time-frames for the processing of any
application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this rule.

2. Within 30 calendar days after receipt of an application for
a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.

3. Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.

4.  After receipt of a corrected application, staff shall notify
the applicant within 30 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staff determines that the appli-
cation is complete.

5. Within 150 days after an application is deemed adminis-
tratively complete, the Commission shall approve or
reject the application, unless a formal hearing is held.

6. For purposes of A.R.S. § 41-1072 et seq., the Commis-
sion has established the following time-frames:

a. Administrative completeness

review time-frame: 30 calendar days,
b. Substantive review time-frame: 150 calendar days,
c.  Overall time-frame: 180 calendar days.

7. If an applicant requests, and is granted, an extension or
continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the
extension or continuance.

8. During the substantive review time-frame, the Commis-
sion may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-
frame rules.

Subsequent to adoption of this Article, the Commission shall

issue an order setting time limitations within which LECs, as

well as all customers of record providing service as of the

()}
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effective date of this Article, shall comply with the require- D. An adjudication applicant adjudicated a public service corpo-
ments contained herein. ration under the provisions of this Section shall submit an
Histori application for a certificate of convenience and necessity pur-
istorical Note Lo . .
Adopted effective September 16, 1992 (Supp. 92-3). suant to Rl4’-2-902 Wlthlp 30 days of receiving notice of the
p . P ’ pp Commission’s determination.
Amended effective December 31, 1998, under an exemp- E. Anadiudicati li dudicated bli .
tion as determined by the Arizona Corporation Commis- : 1 adjudication app lcar}t adjudicated not a public service cor-
sion (Supp. 98-4). poration under thls Sgctlon. shall be exempt from the require-
ments contained in this Article.
gtl;-2-903. Grant of Certificate of Convenience and Neces- Historical Note
A. The Commission shall analyze an application for a CC&N to Adopted effective September 16, 1992 (Supp. 92-3).
determine if it is complete and correct. If necessary, the Com- R14-2-905. Generic (Streamlined) COPT Tariff
mission may request additional information from the CC&N A. All COPT providers holding CC&N’s granted under this Arti-
applicant. cle shall comply with the terms of the Generic (Streamlined)
B. The Commission shall hold a hearing to review an application COPT Tariff, unless otherwise ordered by the Commission
for a CC&N. The type of hearing held shall depend on the tar- pursuant to R14-2-906.

iff requested by the CC&N applicant: B. In the Generic (Streamlined) COPT Tariff, the Commission

1. The Commission may hold periodic consolidated hear- shall specify the rates, terms, and conditions associated with
ings to review all applications which request the Generic the following standards:

(Streamlined) COPT Tariff described in R14-2-905. 1. The rates and charges to end-users for local calling.

2. The Commission shall hold individual hearings to review 2. The rates and charges to end-users for intrastate toll call-
applications which request a Special (Non-Streamlined) ing.

COPT Tariff as described in R14-2-906. 3. The application of toll charges, if any, for use of “800”
C. The Commission shall notify in writing the CC&N applicant services.

and the appropriate LEC of the Commission’s determination 4. The accessibility by end-users of alternative toll carriers.

made pursuant to this Section. A CC&N granted under this 5. Limitations on service to local calling and access to local

Section shall be issued in the name of the customer of record. operators.

D. All CC&N’s granted under this Section shall include both of 6. Instructions on how to make a call and how to obtain
the following: refunds.

1. An obligation to serve all users in a non-discriminatory 7. Duration of local calls before additional charges apply.
manner, and 8. The provision of emergency service and local directory

2. An obligation to comply with all Commission require- assistance.
ments relevant to the provision of intraL ATA service. 9. Acceptable methods of payment by end-users.

E. A holder of a CC&N shall notify the Commission in writing 10. Design and technical specifications for instruments.

prior to discontinuing or abandoning COPT service at any 11. The provision of operator services.

location. 12. Procedures for obtaining approval for provision of ser-

U vices not included in the tariff.
Historical Note 13. The termination of PAL service at any location for viola-
Adopted effective September 16, 1992 (Supp. 92-3). CL . . .
tion of tariff provisions.

R14-2-904.  Application for Adjudication not a Public Service C. The Commission may approve and revise the Generic
Corporation (Streamlined) COPT Tariff as necessary.
A. i\ny entt{ty intf(:inding to grq;/i;ie thgT seryiqe, or any gusi Historical Note

omer of record, may submit to the Commission an origina : )

and 10 copies of an application to be adjudicated not a public Adopted effective September 16, 1992 (Supp. 92-3).

service corporation. R14-2-906. Special (Non-Streamlined) COPT Tariff

B. The Commission shall determine whether the adjudication A. Instead of concurring with the Generic (Streamlined) COPT
applicant is a public service corporation by examining all of Tariff, a COPT provider may file a proposed Special (Non-
the following factors: Streamlined) COPT Tariff with an application for a CC&N

1.  What business activities the adjudication applicant con- submitted pursuant to R14-2-902.
ducts or will conduct. B. The Commission shall analyze each proposed Special (Non-

2. Whether the pay telephone service is or will be dedicated Streamlined) COPT Tariff on an individual basis. In reviewing
to public use. the proposed Special (Non-Streamlined) COPT Tariff, the

3. Whether the adjudication applicant accepts or will accept Commission shall consider the standards listed in R14-2-
substantially all requests for service. 905(B).

4.  Whether the adjudication applicant is or will be the sole C. While a proposed Special (Non-Streamlined) COPT Tariff is
offeror of pay telephone service in the area, or is in com- pending before the Commission, the COPT provider shall
petition with other providers. comply with the provisions of the Generic (Streamlined)

5. Whether the public safety and convenience requires COPT Tariff.
maintenance of public telephone facilities at the locations D. Following a hearing, the Commission may approve, modify, or
designated in the application. reject any proposed Special (Non-Streamlined) COPT Tariff.

C. The Commission shall notify in writing the adjudication appli-

cant and the appropriate LEC of the Commission’s determina-

tion made pursuant to subsection (B) of this Section. Such

notification shall be made within 180 days of receipt of an

application submitted pursuant to subsection (A) of this Sec-

tion.
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E. Changes may be made to a Special (Non-Streamlined) COPT
Tariff as a result of a tariff filing made pursuant to A.R.S. § 40-
250(B) or an individual rate proceeding.

Historical Note
Adopted effective September 16, 1992 (Supp. 92-3).

R14-2-907. Reporting Requirements and Safety Standards

A. All COPT providers shall submit an annual report to the Com-
mission on a form prescribed by the Commission. The annual
report shall be filed on or before the first day of February for
the preceding calendar year. The annual report shall include all
of the following information:

1. A description of any material changes in the information
provided by the COPT provider in the original CC&N
application or in the last annual report.

2. An updated list of all locations served by the COPT pro-
vider.

3. The COPT provider’s gross operating revenues derived
from intrastate operations during the preceding calendar
year.

B. A COPT provider having gross operating revenues derived
from intrastate operations during the preceding calendar year
which exceed $250,000 shall be subject to the annual assess-
ment described in A.R.S. § 40-401.

Historical Note
Adopted effective September 16, 1992 (Supp. 92-3).

R14-2-908. Violations
A. The Commission may order a LEC to immediately terminate

PAL service to any customer of record which:

1. Fails to do one of the following:

a. Obtain a CC&N to provide service pursuant to R14-
2-902 and R14-2-903; or

b. Receive an adjudication that it is not a public service
corporation pursuant to R14-2-904.

2. Violates any applicable pricing or service standard as
described in approved tariffs and R14-2-903, R14-2-905,
and R14-2-906.

B. A LEC shall not offer PAL service to a customer of record
unless one of the following requirements has been met:

1. The customer of record has received a CC&N from the
Commission; or

2. The customer of record has been adjudicated not a public
service corporation.

C. A LEC in violation of subsection (B) of this Section shall be

subject to the penalty provisions contained in A.R.S. §§ 40-

421 to 40-433.

D. Any COPT provider found by the Commission to be in viola-
tion of subsection (A)(2) of this Section shall be subject to
revocation of its CC&N.

Historical Note
Adopted effective September 16, 1992 (Supp. 92-3).

R14-2-909.
Rules

Variations or exemptions from the terms and requirements of any of
the rules included in this Article shall be considered upon the veri-
fied application of an affected party to the Commission setting forth
the circumstances whereby the public interest requires such varia-
tion or exemption from the Commission’s rules. Such application
will be subject to the review of the Commission, and any variation
or exemption granted shall require an order of the Commission. In

Variations or Exemptions from the Commission’s

case of conflict between these rules and an approved tariff or order
of the Commission, the provisions of the tariff or order shall apply.

Historical Note
Adopted effective September 16, 1992 (Supp. 92-3).

ARTICLE 10. ALTERNATIVE OPERATOR SERVICES

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1001. Definitions
In this Article, unless the context otherwise requires:

1.  “Access code” means a sequence of numbers that, when
dialed, connects a caller to the provider of operator ser-
vices associated with that sequence of numbers.

2. “Affiliate” means any other entity directly or indirectly
controlling or controlled by, or under direct or indirect
common control with, the entity making alternative oper-
ator services available to the public. For purposes of this
definition, the term “control” (including the correlative
meanings of the terms “controlled by” and “under com-
mon control with”), as used with respect to any entity,
means the power to direct the management policies of
such entity, whether through the ownership of voting
securities, by contract, or otherwise.

3. “Aggregator” or “Traffic Aggregator” means any person
or entity that, in the ordinary course of its operations and
using a provider of operator services, makes telephones
available to the public or to transient users of its prem-
ises, for intrastate telephone calls. Each entity that exer-
cises control over telephone equipment, whether through
ownership of the equipment, control of access to the
equipment, or some other means, will be responsible as
an aggregator.

4. “Alternative Operator Services” or “AOS” means provi-
sion by an entity, other than a local exchange carrier or a
certificated interexchange carrier with authorized opera-
tor service tariffs, of any telecommunications service ini-
tiated from an aggregator location where automated and/
or live assistance is provided to a consumer in order to
arrange for billing or completion of an intrastate tele-
phone call. Store and forward payphones are not included
within this definition.

5. “AOS Provider” means any public service corporation
that provides alternative operator services.

6. “Billing Agency” means any third party authorized by the
AOS provider to submit bills to end users and to handle
billing disputes.

7. “Blocking” means the process of screening the calls
dialed from the presubscribed telephone in order to pre-
vent the completion of calls that would allow the caller to
reach a preferred interexchange carrier.

8. “Call splashing” means the transfer of a telephone call
from one provider of operator services to another such
provider in such a manner that the subsequent provider is
unable or unwilling to determine the originating location
of the call and consequently bills the call without prop-
erly reflecting the originating and terminating points of
the telephone call.

9. “Consumer,” “Caller,” or “End User” means a person ini-
tiating any intrastate telephone call by means of alterna-
tive operator services.
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10. “Entity” means a corporation, partnership, limited part-
nership, joint venture, trust, estate, or natural person.

11. “Interexchange carriers” or “IXCs” means any long-dis-
tance telephone carriers authorized by the Commission to
provide long distance, interLATA telecommunications
service, but not local exchange services, within the state
borders.

12. “IntraLATA long-distance service” means all long-dis-
tance service originating and terminating in the same
LATA, as defined by the F.C.C.

13. “LATA” means one of the geographic local access and
transport areas established as a result of the AT&T dives-
titure.

14. “Local exchange carriers” or “LECs” means telephone
companies currently certified to provide local telephone
service in designated areas of the state.

15. “Operator Service Charges” or “charges” means all tar-
iffed charges, other than rate usage charges, and sur-
charges authorized by the Commission and charged to the
end user for live or automated operator-assisted calls.

16. “Rate” means any usage charges, as approved by this
Commission.

17. “Surcharge” or “Location-specific Surcharge” means a
charge imposed by an aggregator upon an end user and
paid in addition to the usage rates and operator service
charges of the alternative operator services provider.

18. “Waiver” refers to the Commission’s ability to dispense
with a requirement under these rules.

19. “Zero-minus call” means a call that is made by dialing a
single zero.

Historical Note
Adopted effective November 2, 1993, under a court-
ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has

determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1002. Application for Certificate of Convenience and
Necessity

A.

Upon the effective date of this Article, all LECs shall provide

written notification of the requirements of this Article to all

AOS providers for which they provide billing service. Such

notification shall be in a form acceptable to the Commission

and shall explain that all AOS providers are required to file an
application for a certificate of convenience and necessity

(CC&N) pursuant to this Section.

Any AOS provider requesting billing services subsequent to

the effective date of this Article shall provide to the LEC proof

that it has made application for or has received a CC&N
granted pursuant to this Section.

All AOS providers shall submit to the Commission an original

and the number of copies required by the Commission of an

application for a CC&N.

Each AOS applicant shall submit an application which

includes all of the following information:

1. The name and address of the AOS provider, including a
contact person responsible for maintenance and com-
plaint handling. If the AOS provider is other than an indi-
vidual, a listing of the officers, directors, or partners and a
copy of the articles of incorporation, partnership agree-
ment, or other organizational document shall be provided.

2. An organizational chart which shows all affiliated rela-
tionships of the AOS provider.

3. The addresses and descriptions of locations to be served,
including the name of the serving LEC. Applicant may
apply for a partial waiver of this rule pursuant to R14-2-
1014 requesting that all or part of this information be held
confidential by the Commission.

4. A description of the equipment being used to provide ser-
vice, including the Federal Communications Commission
registration number.

5. A list of services provided and the proposed rates, opera-
tor service charges, and surcharges.

6. A description of how information posting and complaint-
handling requirements will be met.

7. Relevant financial data, including current financial state-
ments, the method of financing operations, and projected
annual operating expense.

8.  Any other requirements that the Commission may
require.

Time-frames for processing applications for Certificates of

Convenience and Necessity

1. This rule prescribes time-frames for the processing of any
Application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this rule.

2. Within 365 calendar days after receipt of an application
for a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.

3. Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.

4.  After receipt of a corrected application, staff shall notify
the applicant within 30 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staff determines that the appli-
cation is complete.

5. Within 365 calendar days after an application is deemed
administratively complete, the Commission shall approve
or reject the application.

6. For purposes of A.R.S. § 41-1072 et seq., the Commis-
sion has established the following time-frames:

a. Administrative completeness review time-frame:
365 calendar days,

b. Substantive review time-frame: 365 calendar days,

c.  Overall time-frame: 730 calendar days.

7. If an applicant requests, and is granted, an extension or
continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the
extension or continuance.

8. During the substantive review time-frame, the Commis-
sion may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-
frame rules.

Historical Note
Adopted effective November 2, 1993, under a court-
ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4). Amended effective
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December 31, 1998, under an exemption as determined
by the Arizona Corporation Commission (Supp. 98-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P.2d 301 (App. 1992)).

R14-2-1003. Grant of Certificate of Convenience and Neces-

sity

A. The Commission shall analyze an application for a certificate
of convenience and necessity (“CC&N”) to determine if it is
complete and correct. If necessary, the Commission may
request additional information from the CC&N applicant.

B. The Commission shall hold a hearing to determine whether it
is in the public interest to grant a CC&N to the applicant.

C. The Commission shall notify in writing the CC&N applicant
and the appropriate LECs of the Commission’s determination
made pursuant to this Section. A CC&N granted under this
Section shall be issued in the name of the AOS provider.

D. All CC&Ns granted under this Section shall include both of
the following:

1. An obligation to serve all end-users and subscribers in a
nondiscriminatory manner, and

2. An obligation to comply with all Commission require-
ments relevant to the provision of telecommunications
service.

Historical Note
Adopted effective November 2, 1993, under a court-
ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P.2d 301 (App. 1992)).

R14-2-1004. Rates, Operator Service Charges, and Sur-
charges

The rates, operator service charges, and surcharges assessed by
AOS providers to their end-users of AOS service shall be limited to
those specified in Commission-approved tariffs. All rates, operator
service charges, and surcharges shall be stated in the tariffs. Loca-
tion-specific surcharges imposed by the aggregator may only be
charged once, either on the AOS bill or at the aggregator location,
but under no circumstances shall a location-specific surcharge be
imposed both on the bill and at the aggregator location.

Historical Note
Adopted effective November 2, 1993, under a court-
ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1005. End-user Notification and Choice Requirements
A. Each AOS provider shall:
1. Identify itself with a live or automated message at the
outpulse of the terminating number which informs the
end-user that a named AOS provider has been reached

and that such provider’s rates, operator service charges,

and surcharges apply to the call. This message shall be

provided before the end-user incurs any charge for the
call, including a usage rate, operator service charge, and
surcharge.

2. Disclose immediately to the consumer, upon request and
at no charge to the consumer, any of the following infor-
mation:

a. A quotation of tariffed rates, operator service
charges, and location-specific surcharges;

b. The methods by which such rates, operator service
charges, and surcharges will be collected;

c. The methods by which complaints concerning such
rates, operator service charges, and surcharges or
collection practices will be resolved; and

d. That the end-user’s preferred carrier can be reached
by an access code or toll-free customer service num-
ber.

B. The contents and methods of posting shall be described in each
AOS provider’s tariff. At a minimum, each aggregator shall
post all of the following information, through the use of tent
cards or stickers on or near the telephone instrument, in plain
view of the end-user:

1. The name, address, and toll-free telephone number of the
AOS provider;

2. A written disclosure that the rates, operator service
charges, and location-specific surcharges of the AOS pro-
vider apply for all operator-assisted calls;

3. A statement that interLATA calls made with calling cards,
including IXC cards, may be carried by the AOS pro-
vider;

Dialing instructions;

A toll-free number for billing inquiries;

A description of complaint procedures; and

That end-users have a right to obtain access to the inter-

exchange carrier of their choice.

C. Each AOS provider shall ensure, by contract or tariff, that each
aggregator using the AOS provider’s services is in compliance
with the requirements of subsection (B) of this Section.

D. Neither the AOS provider nor the subscriber shall require or
participate in blocking any end-user’s access to a preferred
carrier. AOS providers and their affiliates shall be required to
withhold on a location-specific basis, the payment of any com-
pensation, including commissions, to an aggregator that is
blocking end-users’ access to preferred carriers.

E. Waivers from the blocking ban will be considered only if
accompanied by a detailed cost/benefit analysis and will be
granted by the Commission only if the evidence compels a
finding that without blocking the risk of fraud and revenue
erosion to the AOS provider would be significant.

Noanas

Historical Note
Adopted effective November 2, 1993, under a court-
ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1006. Public Safety Requirements

A. AOS providers shall route all zero-minus calls immediately to
the originating LEC.

B. The Commission may, upon application of the AOS provider,
issue a waiver to subsection (A) of this Section if the AOS pro-
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vider has clearly and convincingly demonstrated that it has the
capability to process such calls with equal quickness and accu-
racy as provided by the LEC

Historical Note
Adopted effective November 2, 1993, under a court-
ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1007. Billing and Collection

A. Each AOS provider shall bill monthly for services rendered.

B. Bills issued for the intrastate interLATA AOS service provided
by AOS providers shall include the minimum information
required by R14-2-508(B) and identify the AOS provider to
the extent that the LEC has the capability to do so. In the
absence of that capability, the identification of the billing
agent or clearinghouse and its toll-free customer service num-
ber shall be required.

C. The LEC will not process billing for any intraLATA calls car-
ried by the AOS provider, whether intentional or incidental,
where the required compensation has not been paid to the
LEC.

D. Each AOS applicant shall comply with all of the following
billing procedures:

1. The billing date shall be printed on the bill and shall be
the date the bill was issued,

2. The AOS provider shall provide a full refund of any
charge levied for an uncompleted call; and

3. AOS providers or their billing agents shall be prohibited
from billing for calls which occur more than 60 days prior
to the billing date.

4.  AOS providers or their agents are prohibited from billing
for any intraLATA calls carried by the AOS provider,
whether intentional or incidental, where the required
compensation has not been paid to the LEC.

E. The disconnection of local service for the nonpayment of
intrastate interLATA AOS usage charges, operator service
charges, and surcharges by end-users shall be permitted only
in accordance with the detailed procedures set forth in R14-2-
5009.

Historical Note
Adopted effective November 2, 1993, under a court-
ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1008. Call Splashing Requirements

A. AOS providers’ tariffs shall require the transfer of calls to
other carriers at no charge so that rating and billing properly
reflect the originating and terminating points of the telephone
call.

B. When transfers, as described in subsection (A) of this Section
are not possible, the tariffs shall require the provider to inform
the end-user that the call cannot be completed and that the pre-

ferred carrier may be reached by an access code or toll-free
customer service number.

Historical Note
Adopted effective November 2, 1993, under a court-
ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1009. Complaint Processing

A. AOS applicants for certificates of convenience and necessity
shall submit to the Commission a tariff or schedule containing
a detailed description of complaint processing procedures.

B. The name, address, and telephone number of a representative
for complaint matters shall be submitted with these proce-
dures.

Historical Note
Adopted effective November 2, 1993, under a court-
ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P.2d 301 (App. 1992)).

R14-2-1010. Quality of Service

AOS providers applying for certificates of convenience and neces-
sity shall develop quality of service standards for operator response
time and call processing time and submit those standards to the
Commission for review and approval.

Historical Note
Adopted effective November 2, 1993, under a court-
ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1011. Reports

A. AOS providers holding certificates of convenience and neces-
sities shall submit Utility Division annual reports to the Com-
mission pursuant to A.R.S. § 40-204.

B. AOS providers holding certificates of convenience and neces-
sity shall submit annual reports to the Commission comparing
the company’s actual monthly performance with the standards
in R14-2-1010.
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C. AOS providers that have been certificated shall annually sub-
mit to the Commission a list of subscribers and locations
served.

Historical Note
Adopted effective November 2, 1993, under a court-
ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1012. Violations

A. The Commission may order an LEC to immediately terminate
service to AOS providers which:

1. Fail to make application for or obtain a CC&N to provide
service pursuant to R14-2-1002, or

2. Violate any applicable quality of service standards as
described in this Article.

B. An LEC shall not offer service to an AOS provider unless the
AOS provider has made application for or received a CC&N
from the Commission.

C. An LEC in violation of subsection (B) of this Section shall be
subject to the penalty provisions contained in A.R.S. §§ 40-
421 through 40-433.

D. Any AOS provider found by the Commission to be in violation
of subsection (A)(2) of this Section shall have its CC&N sub-
ject to revocation.

Historical Note
Adopted effective November 2, 1993, under a court-
ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1013. IntralLATA Long-distance Service is Prohibited
AOS providers may not carry intraLATA toll calls where the
required compensation has not been paid to the LEC. All intra-
LATA calls where arrangements have not been made for compensa-
tion to the LEC by the IXC must be switched to the authorized LEC
of the aggregator.

Historical Note
Adopted effective November 2, 1993, under a court-
ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1014. Variations or Exemptions from the Commission’s
Rules

Variations or exemptions from the terms and requirements of any of
the rules included in this Article shall be considered upon the veri-
fied application of an affected party to the Commission setting forth
the circumstances whereby the public interest requires such varia-

tion or exemption from the Commission’s rules. Such application
will be subject to the review of the Commission and any variation
or exemption granted shall require an order of the Commission. In
case of conflict between these rules and an approved tariff or order
of the Commission, the provisions of the tariff or order shall apply.

Historical Note
Adopted effective November 2, 1993, under a court-
ordered exemption as determined by the Arizona Corpo-
ration Commission (Supp. 93-4).

ARTICLE 11. COMPETITIVE TELECOMMUNICATIONS
SERVICES

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1101. Application of Rules

These rules shall govern the provision of competitive, intrastate
telecommunications services to the public by telecommunications
companies subject to the jurisdiction of the Arizona Corporation
Commission. Unless otherwise ordered by the Commission, these
rules shall not govern the provision of service by independently or
local exchange carrier-owned pay telephones (COPTs) and alterna-
tive operator service (AOS) providers, which shall instead be gov-
erned by Articles 9 and Article 10 of this Chapter, respectively. The
provision of local exchange service also shall be governed by Arti-
cle 5 of this Chapter, to the extent that Article is not inconsistent
with these rules.

Historical Note
Adopted effective June 27, 1995, under a court-ordered
exemption as determined by the Arizona Corporation
Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P.2d 301 (App. 1992)).

R14-2-1102. Definitions
Article, unless the context otherwise requires, the following defini-
tions shall apply:

1.  “Arizona Corporation Commission” or “Commission.”
The regulatory agency of the state of Arizona having
jurisdiction over public service corporations operating in
Arizona.

2.  “Bona Fide Request.” A written request submitted by a
telecommunications company to a local exchange carrier
for intraL ATA equal access service or for interconnection
arrangements.

3. “Central Office.” A facility within a telecommunications
system where calls are switched and which contains all
the necessary equipment, operating arrangements, and
interface points for terminating and interconnecting facil-
ities such as subscribers’ line and interoffice trunks.

4. “Competitive Telecommunications Service.” Any tele-
communications service where customers of the service
within the relevant market have or are likely to have rea-
sonably available alternatives.

5. “Docket Control Center.” The Commission section
responsible for the acceptance and processing of all appli-
cations and other filings, and for official record mainte-
nance.
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“Equal Access.” An arrangement where a local exchange
company provides all telecommunications companies
operating in an equal access central office with dialing
arrangements and other service characteristics that are
equivalent in type and quality to what the local exchange
carrier utilizes in the provision of its service.

“Local Exchange Carrier.” A telecommunications com-
pany that provides local exchange service as one of the
telecommunications services it offers to the public.
“Local Exchange Service.” The telecommunications ser-
vice that provides a local dial tone, access line, and local
usage within an exchange or local calling area.
“Monopoly Service.” A monopoly service is any tele-
communications service provided by a telecommunica-
tions company that is not subject to competition in the
relevant market.

“Primary Interexchange Company” or “PIC.” The tele-
communications company with whom a customer may
presubscribe to provide 1+/0+ toll service, without the
use of access codes, following equal access implementa-
tion.

“Rate.” Within the context of this Article, this term refers
to the maximum tariffed rate approved by the Commis-
sion, from which the competitive telecommunications
service provided may be discounted down to the total ser-
vice long-run incremental cost of providing the service.
“Relevant Market.” Where buyers and sellers of a spe-
cific service or product, or a group of services or prod-
ucts, come together to engage in transactions. For
telecommunications services, the relevant market may be
identified on a service-by-service basis, a group basis,
and/or by geographic location.

“Staff.” The staff of the Arizona Corporation Commis-
sion or its designated representative or representatives.
“Tariffs.” The documents filed with the Commission
which list the services and products offered by a telecom-
munications company and which set forth the terms and
conditions and a schedule of the rates and charges for
those services and products.

“Telecommunications Company.” A public service cor-
poration, as defined in the Arizona Constitution, Article
15, § 2, that provides telecommunications services within
the state of Arizona and over which the Commission has
jurisdiction.

“Telecommunications Service.” Any transmission of
interactive switched and non-switched signs, signals,
writing, images, sounds, messages, data, or other infor-
mation of any nature by wire, radio, lightwave, or any
other electromagnetic means (including access services),
which originate and terminate in this state and are offered
to or for the public, or some portion thereof, for compen-
sation.

“Total Service Long Run Incremental Cost.” The total
additional cost incurred by a telecommunications com-
pany to produce the entire quantity of a service, given
that the telecommunications company already provides
all of its other services. Total Service Long-run Incremen-
tal Cost is based on the least cost, most efficient technol-
ogy that is capable of being implemented at the time the
decision to provide the service is made.

“2-PIC Toll Equal Access.” The equal access option that
affords customers the opportunity to select one telecom-
munications company for all interLATA 1+/0+ toll calls
and, at the customer’s option, to select another telecom-
munications company for all intraLATA 1+/0+ toll calls.

19. “Unbundled.” Disaggregation of the local exchange car-
rier network services.

Historical Note
Adopted effective June 27, 1995, under a court-ordered
exemption as determined by the Arizona Corporation
Commission (Supp. 95-2). Section heading corrected to
“Definitions” as filed June 27, 1995 (Supp. 09-4).

R14-2-1103. Certificates
Required

All telecommunications companies providing intrastate telecom-
munications services shall obtain a Certificate of Convenience and
Necessity from the Commission, either under this Article, if com-
petitive services are to be provided or, under Article 5. If the Com-
mission determines that the services identified in an Application
filed under this Article are not competitive, the Commission may
nevertheless grant a Certificate of Convenience and authorize pro-
vision of the services on a noncompetitive basis pursuant to Article
S.

of Convenience and Necessity

Historical Note
Adopted effective June 27, 1995, under a court-ordered
exemption as determined by the Arizona Corporation

Commission (Supp. 95-2). Amended effective December
31, 1998, under an exemption as determined by the Ari-

zona Corporation Commission (Supp. 98-4). Amended
by final rulemaking at 8 A.A.R. 4789, effective Decem-

ber 15, 2002 (Supp. 02-4).

R14-2-1104. Expanded Certificates of Convenience and

Necessity for Telecommunications Companies with Existing

Certificates; Initial Tariffs

A. Effective July 1, 1995, every telecommunications company,
except a local exchange carrier, that has received a Certificate
of Convenience and Necessity under Article 5, and that pro-
vides or intends to provide competitive, intraLATA telecom-
munications service shall file with the Docket Control Center

10 copies of an Application to expand its existing Certificate

of Convenience and Necessity to provide competitive, intra-

LATA telecommunications service. In support of the request

for an expanded Certificate of Convenience and Necessity, the

Application shall, at a minimum, include the following infor-

mation:

1. A description of the telecommunications company and of
the telecommunications services it offers or intends to
offer.

2. The proper name and correct intrastate address of the
telecommunications company and:

a.  The full name of its owner if a sole proprietorship,

b.  The full name of each partner if a partnership,

c. A full list of the officers and directors if a corpora-
tion, or

d. A full list of the members if a limited liability com-
pany.

3. A tariff for each service to be provided that states the
maximum rate as well as the initial price to be charged,
and that also states other terms and conditions that will
apply to provision of the service by the telecommunica-
tions company. The telecommunications company shall
provide economic justification or cost support data if
required by the Commission or by Staff.

4. A detailed description of the geographic market to be
served and maps depicting the area.

5. Appropriate city, county and/or state agency approvals,
where appropriate.

6.  Such other information as the Commission or the Staff
may request.
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B. As part of the Application for an expanded Certificate of Con- C.
venience and Necessity, the telecommunications company
shall also petition the Commission for a determination that the
intralL ATA service being provided or to be provided is compet- D.
itive, pursuant to the requirements of R14-2-1108.

C. The Commission shall review the initial tariffs submitted by
the telecommunications company and shall determine whether
the rates, terms, and conditions for the proposed services are
reasonable.

D. Ifit appears, based upon Staff review or upon comments filed
with Commission Docket Control Center, that a rate, term, or
condition of service stated in a tariff may be unjust or unrea-
sonable, or that a service to be offered by the applicant may
not be competitive, the Commission or Staff may require fur-
ther information and/or changes to the application or to the tar-
iff.

An Application filed under subsection (A) of this Section shall
be subject to the provisions of subsections R14-2-1104(D) and
(E).

In appropriate circumstances, the Commission may require, as
a precondition to certification, the procurement of a perfor-
mance bond sufficient to cover any advances or deposits the
telecommunications company may collect from its customers,
or order that such advances or deposits be held in escrow or
trust.

Historical Note
Adopted effective June 27, 1995, under a court-ordered
exemption as determined by the Arizona Corporation
Commission (Supp. 95-2). Amended by final rulemaking
at 8 A.A.R. 4789, effective December 15, 2002 (Supp.
02-4).

E. When the Application is submitted to the Docket Control Cen- R14-2-1106. Grant of Certificate of Convenience and Neces-

ter, it will not be filed until it is found to be in proper form. sity

The telecommunications company shall, no later than 20 days A.
after the Application is filed publish legal notice of the Appli-

cation in all counties where services will be provided. The

notice shall describe with particularity the contents of the
Application on file with the Commission. Interested persons

shall have 20 days from the publication of legal notice to file
objections to the Application and to submit a motion to inter-

vene in the proceeding.

Historical Note
Adopted effective June 27, 1995, under a court-ordered

The Commission, after notice and hearing, may deny certifica-

tion to any telecommunications company which:

1. Does not provide the information required by this Article;

2. Is not offering competitive services, as defined in this
Article;

3. Does not possess adequate financial resources to provide
the proposed services;

4. Does not possess adequate technical competency to pro-
vide the proposed services; or

5. Falils to provide a performance bond, if required.

exemption as determined by the Arizona Corporation B. Every tf?lecommunicatiogs companylobtai.ning a Ceniﬁqate of
Commission (Supp. 95-2). Amended by final rulemaking Conve.nlence.and Necessity uqder this :A.rtlcle shall obtain cer-
at 8 A.A.R. 4789, effective December 15, 2002 (Supp. tification subject to the following conditions: .
02-4). 1.  The tel.ec.ommumcatlons company shall cqmply with all
Commission rules, orders, and other requirements rele-
R14-2-1105. Certificates of Convenience and Necessity for vant to the provision of intrastate telecommunications
Telecommunications Companies Offering Competitive Ser- service.
vices; Initial Tariff 2. The telecommunications company shall maintain its
A. Effective July 1, 1995, every other telecommunications com- accounts and records as required by the Commission.
pany, except a local exchange carrier, that has not previously 3. The telecommunications company shall file with the
received a Certificate of Convenience and Necessity, and that Commission all financial and other reports that the Com-
provides or intends to provide intrastate competitive telecom- mission may require, and in a form and at such times as
munications services shall file with the Docket Control Center the Commission may designate.
10 copies of an Application for a Certificate of Convenience 4. The telecommunications company shall maintain on file
and Necessity to provide competitive telecommunications ser- with the Commission all current tariffs and rates, and any
vices. In support of the request for a Certificate of Conve- service standards that the Commission may require.
nience and Necessity, the Application shall, at a minimum, 5. The telecommunications company shall cooperate with
include all the information required in R14-2-1104(A) and Commission investigations of customer complaints.
shall also include the following information: 6. The telecommunications company shall participate in and
1. A description of the telecommunications company’s tech- contribute to a universal service fund, as required by the
nical capability to provide the proposed services and a Commission.
description of its facilities. 7. Failure by a telecommunications company to comply
2. Information describing the financial resources of the tele- with any of the above conditions may result in rescission
communications company, including: of its Certificate of Convenience and Necessity.
a. A current intrastate balance sheet, . .
b. A current income statement (if applicable) . Historical Note
: . > Adopted effective June 27, 1995, under a court-ordered
c. A pro forma income statement, and . . he Ari C »
d. Comparable financial information evidencing suffi- Cexemp tion as determined by the Arizona Corpora ton
cient financial resources. ommission (Supp. 95 -2).. Amended by final rulemaking
3. A copy of the Partnership Agreement, Articles of Incor- at8 A.AR. 4789, effectl(;fze Eecember 15,2002 (Supp.
poration, Articles of Organization, Joint Venture Agree- ).
ment, or any other contract, agreement, or document that Editor’s Note: The Arizona Corporation Commission has
evidences the formation of the telecommunications com- determined that the following Section is exempt from the Attorney
pany. General certification provisions of the Arizona Administrative
B. An Application filed under subsection (A) of this Section shall Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
also petition the Commission for a determination that the ser- Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848

vice being provided or to be provided is competitive under the P.2d 301 (App. 1992)).

requirements of R14-2-1108.

R14-2-1107. Application to Discontinue or Abandon Local
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Exchange or Interexchange Services

A. Any telecommunications company providing competitive
local exchange or interexchange service on a resold or facili-
ties-based basis that intends to discontinue service or to aban-
don all or a portion of its service area shall file an application
for authorization with the Commission setting forth the fol-
lowing:

1. Any reasons for the proposed discontinuance of service
or abandonment of service area;

2. Verification that all affected customers have been notified
of the proposed discontinuance or abandonment, and that
all affected customers will have access to an alternative
local exchange service provider or interexchange service
provider;

3. Where applicable, a plan for the refund of deposits col-
lected pursuant to subsection R14-2-503(B);

4. A list of all alternative utilities providing the same or sim-
ilar service within the affected geographic area.

B. When the application is submitted to the Docket Control Cen-
ter, it will not be filed until it is found to be in proper form. No
later than 20 days after the application is filed, the telecommu-
nications company shall publish legal notice of the application
in all counties affected by the application. The legal notice
shall describe with particularity the substance of the applica-
tion. Interested persons shall have 30 days from the publica-
tion of legal notice to file objections to the application, to
request a hearing, and to submit a motion to intervene in the
proceeding.

C. Once proper notice is effected and if no objection is filed, the
Commission may grant the application without a hearing.

Historical Note
Adopted effective June 27, 1995, under a court-ordered
exemption as determined by the Arizona Corporation
Commission (Supp. 95-2). Amended by final rulemaking
at 10 A.A.R. 1030, effective April 26, 2004 (Supp. 04-1).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1108. Determination of a Competitive Telecommunica-

tions Service

A. A telecommunications company may petition the Commission
to classify as competitive any service or group of services pro-
vided by the company. The telecommunications company
shall file with the Docket Control Center 10 copies of its peti-
tion. The telecommunications company also shall provide
notice of its application to each of its customers, if any, and to
each regulated telecommunications company that serves the
same geographic area or provides the same service or group of
services, or a service or group of services similar to the service
or group of services for which the competitive classification is
requested.

B. The petition for competitive classification shall set forth the
conditions within the relevant market that demonstrate that the
telecommunications service is competitive, providing, at a
minimum, the following information:

1. A description of the general economic conditions that
exist which make the relevant market for the service one
that is competitive;

2. The number of alternative providers of the service;

3. The estimated market share held by each alternative pro-
vider of the service;

4. The names and addresses of any alternative providers of
the service that are also affiliates of the telecommunica-
tions company, as defined in R14-2-801;

5. The ability of alternative providers to make functionally
equivalent or substitute services readily available at com-
petitive rates, terms, and conditions; and

6. Other indicators of market power, which may include
growth and shifts in market share, ease of entry and exit,
and any affiliation between and among alternative pro-
viders of the services.

C. Alternatively, where the Commission has already classified a
specific service within the relevant market as competitive, the
petition shall provide the date and decision number of the
Commission order.

D. In any competitive classification proceeding, the telecommu-
nications company filing the petition, and any telecommunica-
tions company supporting the petition, shall have the burden
of demonstrating that the service at issue is competitive. Clas-
sification of the petitioners’ service as competitive does not
constitute classification of any service provided by another
telecommunications company as competitive, unless expressly
ordered by the Commission.

E. The Commission may initiate classification proceedings on its
own motion and may require all regulated telecommunications
companies potentially affected by the classification proceed-
ing to participate in the proceeding. In an Order classifying a
service as competitive, the Commission will specify whether
the classification applies to the service provided by a specific
company or companies or to that service provided by all tele-
communications companies.

F. If the Commission finds that a telecommunications company’s
service is competitive, the telecommunications company pro-
viding the service may obtain a rate change for the service by
applying for streamlined rate treatment pursuant to R14-2-
1110.

G. Any finding by the Commission, pursuant to the provisions of
this Section, that a telecommunications service is competitive
so as to qualify for streamlined rate treatment shall not consti-
tute a finding that the service is deregulated.

H. Any telecommunications service classified by the Commission
as competitive may subsequently be reclassified as noncom-
petitive if the Commission determines that reclassification
would protect the public interest. Notice and hearing would be
required prior to any reclassification. The burden of proof
would be on the party seeking reclassification.

Historical Note
Adopted effective June 27, 1995, under a court-ordered
exemption as determined by the Arizona Corporation
Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1109. Pricing of Competitive Telecommunications Ser-

vices

A. Pricing of Competitive Services. A telecommunications com-
pany governed by this Article may price a competitive tele-
communications service at any level at or below the maximum
rate stated in the company’s tariff on file with the Commis-
sion, provided that the price for the service is not less than the
company’s total service long-run incremental cost of providing
the service.
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B. Changing a Price. A telecommunications company governed
by this Article may effect a price change for a competitive ser-
vice so long as two conditions are met:

1. The changed price comports with the limitations stated in
subsection (A); and

2. The Commission is provided with concurrent, written
notice of the price change.

C. No Cross-subsidization. A competitive telecommunications
service shall not be subsidized by any rate or charge for any
noncompetitive telecommunications services. To ensure that
no cross-subsidization exists, each competitive telecommuni-
cations service must provide revenues that equal or exceed the
company’s total service long-run incremental cost of providing
the service.

Historical Note
Adopted effective June 27, 1995, under a court-ordered
exemption as determined by the Arizona Corporation
Commission (Supp. 95-2).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P2d 301 (App. 1992)).

R14-2-1110. Competitive Telecommunications Services -- Pro-

cedures for Rate Change

A. Telecommunications companies governed by this Article may
apply to the Commission for an increase in any rate for a com-
petitive service using the procedures set forth below. All appli-
cations and supporting information shall be submitted with 10
copies and filed with Docket Control Center.

B. In order to increase the maximum tariffed rate for a competi-
tive telecommunications service, the applicant shall submit an
application to the Commission containing the following infor-
mation:

1. A statement setting forth the reasons for which a rate
increase is required;

2. A schedule of current rates and proposed rates and the
additional revenues to be derived from the proposed
rates;

3. An affidavit verifying that appropriate notice of the pro-
posed rate increase has been provided to customers of the
service;

4. The Commission or staff may request any additional
information in support of the application.

C. The Commission may, at its discretion, act on the requested
rate increase with or without an evidentiary hearing; in an
expeditious manner.

Historical Note
Adopted effective June 27, 1995, under a court-ordered
exemption as determined by the Arizona Corporation
Commission (Supp. 95-2).

R14-2-1111. Requirement for IntralLATA Equal Access

A. Each local exchange carrier shall provide 2-PIC toll equal
access where technically and economically feasible, and in
accordance with any procedures the Commission may order.

B. The sequence for implementation of intraLATA equal access
shall occur in the following manner:

1. In response to a bona fide request for intraLATA equal
access, a local exchange carrier shall complete imple-
mentation of intraLATA equal access within nine months
of receiving the request. A person making such a bona
fide request shall also provide a copy to the Arizona Cor-
poration Commission.

2. The local exchange carrier may implement intraLATA
equal access in any central office on its own initiative but,
in any event, shall make intraLATA equal access avail-
able in all its central offices no later than July 1, 1996,
unless otherwise ordered by the Commission

C. A local exchange carrier may petition the Commission for a

waiver of the requirement in subsection (B)(1) on the grounds
that compliance is not technically or economically feasible. A
local exchange carrier may also petition the Commission for
an extension of the requirement in subsection (B)(2) on the
grounds that intraLATA equal access cannot reasonably or
economically be provided within any specific exchanges
within the required time-frame. The Commission may grant
either of these waivers with or without a hearing. The local
exchange carrier filing the waiver petition shall bear the bur-
den of proof.

Historical Note
Adopted effective June 27, 1995, under a court-ordered
exemption as determined by the Arizona Corporation
Commission (Supp. 95-2). Amended by final rulemaking
at 8 A.A.R. 4789, effective December 15, 2002 (Supp.
02-4).

R14-2-1112. Interconnection Requirements

All local exchange carriers must provide appropriate interconnec-
tion arrangements with other telecommunications companies at rea-
sonable prices and under reasonable terms and conditions that do
not discriminate against or in favor of any provider, including the
local exchange carrier. Appropriate interconnection arrangements
shall provide access on an unbundled, nondiscriminatory basis to
physical, administrative, and database network components. Local
exchange carriers shall provide appropriate interconnection
arrangements within six months of receiving a bona fide request for
interconnection. The interconnection arrangements must be in the
form of a tariff and shall be filed with the Commission for its
approval before becoming effective.

Historical Note
Adopted effective June 27, 1995, under a court-ordered
exemption as determined by the Arizona Corporation
Commission (Supp. 95-2). Amended by final rulemaking
at 8 A.A.R. 4789, effective December 15, 2002 (Supp.
02-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General certification provisions of the Arizona Administrative
Procedure Act (A.R.S. § 41-1041) by a court order (State ex. rel.
Corbin v. Arizona Corporation Commission, 174 Ariz. 216 848
P.2d 301 (App. 1992)).

R14-2-1113. Establishment of Universal Service Fund

The Commission shall establish an intrastate universal service fund
which shall assure the continued availability of basic telephone ser-
vice at reasonable rates. The universal service fund shall be struc-
tured and administered as required by the Commission.

Historical Note
Adopted effective June 27, 1995, under a court-ordered
exemption as determined by the Arizona Corporation
Commission (Supp. 95-2).

R14-2-1114. Service Quality Requirements for the Provision

of Competitive Services

A. General Requirement. Telecommunications companies gov-
erned by this Article shall provide quality service in accor-
dance with this rule and with any other service quality
requirements established by the Commission.
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Telecommunications Company Responsibility. Each telecom-

munications company governed by this Article:

1. Shall be responsible for maintaining in safe operating
condition all equipment and fixtures owned by and under
the exclusive control of the telecommunications company
that are used in providing telecommunications services to
the customer.

2. Shall make known to applicants for its service and to its
subscribers any information necessary to assist the sub-
scriber or customer in obtaining adequate, efficient, and
reasonably priced service.

Continuity of Service. Each telecommunications company

providing competitive telecommunications services pursuant

to this Article shall make reasonable efforts to supply a satis-
factory and continuous level of service.

Billing and Collection

1. Each telecommunications company governed by this
Article shall bill monthly for any competitive services
rendered. The following minimum information must be
provided on all customer bills:

a. A description of the service provided,

b.  The monthly charge for each service provided;

c. The company’s toll-free number for billing inqui-
ries;

d. The amount or percentage rate of any privilege,
sales, use or other taxes that are passed on to the cus-
tomer as part of the charge for the service provided;

e. Any access or other charges that are imposed by
order of or at the direction of the Federal Communi-
cations Commission; and

f.  The date on which the bill becomes delinquent.

2. If the telecommunications company does not provide
direct billing to its customers, it shall make arrangements
for monthly bills to be rendered to all its customers. How-
ever, a local exchange carrier shall not provide billing and
collection services for intrastate telecommunications ser-
vices to any telecommunications company that does not
have a Certificate of Convenience and Necessity from the
Commission, and that does not have a certification appli-
cation pending before the Commission.

Insufficient Funds (NSF) Checks. A telecommunications com-
pany governed by this Article may include in its tariffs a fee
for each instance where a customer tenders payment for the
competitive telecommunications service with an insufficient
funds check. When a customer tenders an insufficient check,
the telecommunications company may require the customer to
make payment in cash, by money order, certified check, or
other means which guarantees the customer’s payment to the
telecommunications company.

Deferred Payment Plan.

1. Each telecommunications company may, in lieu of termi-
nating service, offer any customer a deferred payment
plan to retire unpaid bills for telecommunications com-
pany service. If a deferred payment arrangement is made,
current service shall not be discontinued if the customer
agrees to pay a reasonable portion of the outstanding bal-
ance in installments over a period not to exceed six
months and agrees to pay all future bills in accordance
with the billing and collection tariffs of the telecommuni-
cations company.

2. If a customer does not fulfill the terms of a deferred pay-
ment agreement, the telecommunications company shall
have the right to disconnect service pursuant to the Com-
mission’s termination of service rule, R14-2-509.

G. Late Payment Penalty. A telecommunications company gov-

erned by this Article may include in its tariffs a late payment

penalty which may be applied to delinquent bills. The amount

of the late payment penalty shall be stated on a customer’s bill

when rendered by the telecommunications company or its
agent.

Service Interruptions.

1.  Each telecommunications company shall make reason-
able efforts to reestablish service within the shortest pos-
sible time when service interruptions occur. The
telecommunications company shall issue instructions to
its employees covering procedures to be followed in the
event of any emergency, including national emergencies
or local disasters, in order to prevent or mitigate interrup-
tion or impairment of service. The Commission shall be
notified of major interruptions in service affecting the
entire system or any major division.

2. When a telecommunications company plans to interrupt
service to perform necessary repairs or maintenance, the
telecommunications company shall attempt to inform
affected customers at least 24 hours in advance of the
scheduled date and estimated duration of the service
interruption. Such repairs shall be completed in the short-
est possible time to minimize the inconvenience to the
customers of the telecommunications company.

Nonpermissible Termination of Service. A telecommunica-

tions company governed by this Article may not disconnect

service for:

1. The failure of a customer to pay for services or equipment
which are not regulated by the Commission, or

2. For disputed bills where the customer has complied with
the Commission’s rules on complaints.

Permissible Termination of Service. Termination of service
without notice may occur in accordance with the provisions of
subsection R14-2-509(B). Termination of service with notice
shall occur in accordance with provisions of R14-2-509(C)
through (E). All local exchange carriers are prohibited from
discontinuing local service for alleged delinquency of non-
local bills.
Notice of Responsible Officer or Agent. Each telecommunica-
tions company governed by this Article shall file a written
statement with the Commission which provides the name,
address (business, residence, and post office) and telephone
numbers (business and residence) of at least one officer, agent,
or one employee responsible for the general management of its
operations as a telecommunications company in Arizona. Each
telecommunications company shall give notice of any change
in this information by filing a written statement with the Com-
mission within five days from the date of any such change.
Competitive Local Exchange Service. Any telecommunica-
tions company providing competitive local exchange service
shall comply with the Commission’s rules for establishment of
service set forth in R14-2-503.
Denial of Service/Noncertificated Utilities. A local exchange
carrier shall deny service to a noncertificated telecommunica-
tions company that intends to use the service requested to pro-
vide telecommunications service for hire, sale, or resale to the
general public within the state of Arizona. Service shall not be
denied if the telecommunications company has an Application
for a Certificate of Convenience and Necessity pending before
the Commission.

Historical Note
Adopted effective June 27, 1995, under a court-ordered
exemption as determined by the Arizona Corporation
Commission (Supp. 95-2). Amended by final rulemaking
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at 8 A.A.R. 4789, effective December 15, 2002 (Supp.
02-4).

R14-2-1115. Administrative Requirements

A.

E.

Customer Service Complaints. All customer service com-
plaints concerning competitive telecommunications services
shall be governed by the provisions of subsection R14-2-
510(A).
Customer Bill Disputes. All customer bill disputes concerning
competitive telecommunications services shall be governed by
the provisions of R14-2-510(B) and (C).
Filing of Tariffs, Price Levels, and Contracts. Each telecom-
munications company governed by this Article shall file with
the Commission current tariffs, price levels, and contracts that
comply with the provisions of this Article and with all Com-
mission rules, orders, and all other requirements imposed by
the laws of the state of Arizona.

1.  Current tariffs for competitive services shall be main-
tained on file with the Commission pursuant to the
requirements of A.R.S. § 40-365.

2. Current price levels for competitive services shall be filed
with the Commission pursuant to the requirements of
R14-2-1109(B).

3. Contracts of telecommunications companies governed by
this Article shall be filed with the Commission not later
than five business days after execution. If the contract
includes both competitive and noncompetitive services, it
must be filed at least five business days prior to the effec-
tive date of the contract and must separately state the tar-
iffed rate for the noncompetitive services and the price
for the competitive services.

4. Contracts filed pursuant to this Article shall not be open
to public inspection or made public except on order of the
Commission, or by the Commission or a Commissioner
in the course of a hearing or proceeding.

Accounts and Records.

1. Each telecommunications company shall keep general
and subsidiary accounting books and records reflecting
the cost of its intrastate properties, assets and liabilities,
operating income and expenses, and all other accounting
and statistical data which reflect complete, authentic, and
accurate information regarding to its properties and oper-
ations. These accounting records shall be organized and
maintained in such a way as to provide an audit trail
through all segments of the telecommunications com-
pany’s accounting system.

2. With the exception of local exchange companies, each
telecommunications company providing competitive tele-
communications services shall maintain its books and
records in accordance with Generally Accepted Account-
ing Principles as promulgated by the Financial Account-
ing Standards Board and its successors, as amended by
any subsequent modification or official pronouncement
thereto, which directly relates to regulated industries.

Production of Accounts, Records, and Documents.

1. All telecommunications companies governed by this
Article shall immediately make available, at the time and
place the Commission may designate, any accounting
records that the Commission may request. Accounting
records shall include all or any portion of a telecommuni-
cations company’s formal and informal accounting books
and records along with any underlying and/or supporting
documents regardless of the physical location of such
books, records, and documents. Accounting records shall
also include all books, records or documents which spe-
cifically identify, support, analyze, or otherwise explain

the reasonableness and accuracy of affiliated interest
transactions.

2. The Commission, at its sole discretion, may inspect any
telecommunications company’s formal and/or informal
accounting books, records, and documents at the com-
pany’s business premises or at its authorized representa-
tive’s business premises which may be outside the state of
Arizona. If inspection of the telecommunications com-
pany’s accounting records does take place outside the
state of Arizona, the telecommunications company will,
to the extent legally permissible, assume all reasonable
costs of travel, lodging, per diem, and all other miscella-
neous costs incurred by participating personnel employed
by the Commission or personnel contracted to represent
the Commission in any manner.

Annual Reports to the Commission. All telecommunications

companies providing competitive telecommunications ser-

vices pursuant to this Article shall submit an annual report to
the Commission which shall be filed on or before the 15th day
of April for the preceding calendar year.

1.  The annual report shall be in a form prescribed by the
Commission and, at a minimum, shall contain the follow-
ing information:

a. A statement of income for the reporting year similar
in format to R14-2-103, Schedule (C)(1) or (E)(2).
The income statement shall be Arizona-specific and
reflect operating results in Arizona.

b. A balance sheet as of the end of the reporting year
similar in format to R14-2-103, Schedule (E)(1).
The balance sheet shall be Arizona-specific.

2. Annual reports filed pursuant to this Article shall not be
open to public inspection or made public except on order
of the Commission, or by the Commission or a Commis-
sioner in the course of a hearing or proceeding.

Reports to the Securities and Exchange Commission. All tele-

communications companies shall file with the Commission a

copy of all reports required by the Securities and Exchange

Commission.

Other Reports. All telecommunications companies shall file

with the Commission a copy of all annual reports required by

the Federal Communications Commission and, where applica-
ble, annual reports required by the Rural Electrification

Administration or any other agency of the United States.

Variations, Exemptions of Commission Rules. The Commis-

sion may consider variations or exemptions from the terms or

requirements of any of the rules included herein (14 A.A.C. 2,

Article 11) upon the verified application of an affected party.

The application must set forth the reasons why the public

interest will be served by the variation or exemption from the

Commission rules and regulations. Any variation or exemp-

tion granted shall require an order of the Commission. Where

a conflict exists between these rules and an approved tariff or

order of the Commission, the provisions of the approved tariff

or order of the Commission shall apply.

Historical Note
Adopted effective June 27, 1995, under a court-ordered
exemption as determined by the Arizona Corporation
Commission (Supp. 95-2). Amended by final rulemaking
at 8 A.A.R. 4789, effective December 15, 2002 (Supp.
02-4).

Editor’s Note: The following Article had Sections renum-

bered and amended by final rulemaking effective September 20,
2017 (Supp. 17-3).
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Editor’s Note: The following Article was amended by emer-
gency rulmaking effective March 29, 2017, for 180 days (Supp.
17-1).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Article is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301

(App. 1992)).
ARTICLE 12. ARIZONA UNIVERSAL SERVICE FUND

R14-2-1201. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1201 renumbered to R14-2-
A1201 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1201 permanently renumbered to R14-2-A1201
by final rulemaking at 23 A.A.R. 2822, effective Sep-
tember 20, 2017 (Supp. 17-3).

R14-2-1202. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1202 renumbered to R14-2-
A1202 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1202 permanently renumbered to R14-2-A1202
by final rulemaking at 23 A.A.R. 2822, effective Sep-
tember 20, 2017 (Supp. 17-3).

R14-2-1203. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1203 renumbered to R14-2-
A1203 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1203 permanently renumbered to R14-2-A1203
by final rulemaking at 23 A.A.R. 2822, effective Sep-
tember 20, 2017 (Supp. 17-3).

R14-2-1204. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption as
determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1204 renumbered to R14-2-A1204
by emergency rulemaking at 23 A.A.R. 865, effective
March 29, 2017, for 180 days (Supp. 17-1). R14-2-1204
permanently renumbered to R14-2-A1204 by final
rulemaking at 23 A.A.R. 2822, effective September 20,
2017 (Supp. 17-3).

R14-2-1205. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1205 renumbered to R14-2-
A1205 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1205 permanently renumbered to R14-2-A1205

by final rulemaking at 23 A.A.R. 2822, effective Sep-
tember 20, 2017 (Supp. 17-3).

R14-2-1206. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1206 renumbered to R14-2-
A1206 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1206 permanently renumbered to R14-2-A1206
by final rulemaking at 23 A.A.R. 2822, effective Sep-
tember 20, 2017 (Supp. 17-3).

R14-2-1207. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1207 renumbered to R14-2-
A1207 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1207 permanently renumbered to R14-2-A1207
by final rulemaking at 23 A.A.R. 2822, effective Sep-
tember 20, 2017 (Supp. 17-3).

R14-2-1208. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1208 renumbered to R14-2-
A1208 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1208 permanently renumbered to R14-2-A1208
by final rulemaking at 23 A.A.R. 2822, effective Sep-
tember 20, 2017 (Supp. 17-3).

R14-2-1209. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1209 renumbered to R14-2-
A1209 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1209 permanently renumbered to R14-2-A1209
by final rulemaking at 23 A.A.R. 2822, effective Sep-
tember 20, 2017 (Supp. 17-3).

R14-2-1210. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1210 renumbered to R14-2-
A1210 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1210 permanently renumbered to R14-2-A1210
by final rulemaking at 23 A.A.R. 2822, effective Sep-
tember 20, 2017 (Supp. 17-3).

R14-2-1211. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1211 renumbered to R14-2-
A1211 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1211 permanently renumbered to R14-2-A1211
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by final rulemaking at 23 A.A.R. 2822, effective Sep-

by final rulemaking at 23 A.A.R. 2822, effective Sep-
tember 20, 2017 (Supp. 17-3).

R14-2-1212. Renumbered

Historical Note

Adopted effective April 26, 1996, under an exemption as

determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1212 renumbered to R14-2-A1212
by emergency rulemaking at 23 A.A.R. 865, effective
March 29, 2017, for 180 days (Supp. 17-1). R14-2-1212
permanently renumbered to R14-2-A1212 by final
rulemaking at 23 A.A.R. 2822, effective September 20,
2017 (Supp. 17-3).

R14-2-1213. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1213 renumbered to R14-2-
A1213 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1213 permanently renumbered to R14-2-A1213
by final rulemaking at 23 A.A.R. 2822, effective Sep-
tember 20, 2017 (Supp. 17-3).

R14-2-1214. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1214 renumbered to R14-2-
A1214 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1214 permanently renumbered to R14-2-A1214
by final rulemaking at 23 A.A.R. 2822, effective Sep-
tember 20, 2017 (Supp. 17-3).

R14-2-1215. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1215 renumbered to R14-2-
A1215 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1215 permanently renumbered to R14-2-A1215
by final rulemaking at 23 A.A.R. 2822, effective Sep-
tember 20, 2017 (Supp. 17-3).

R14-2-1216. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1216 renumbered to R14-2-
A1216 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1216 permanently renumbered to R14-2-A1216
by final rulemaking at 23 A.A.R. 2822, effective Sep-
tember 20, 2017 (Supp. 17-3).

R14-2-1217. Renumbered

Historical Note
Adopted effective April 26, 1996, under an exemption
as determined by the Arizona Corporation Commission
(Supp. 96-2). R14-2-1217 renumbered to R14-2-
A1217 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-1217 permanently renumbered to R14-2-A1217

R14-2-A1201.

tember 20, 2017 (Supp. 17-3).
PART A. HIGH COST FUND

Definitions

In this Part, unless the context otherwise requires, the following
definitions shall apply:

1.

10.

11.

“Administrator” is the person designated pursuant to
R14-2-A1212 to administer the AUSF and perform the
functions required by this Article.

“Arizona Corporation Commission” or “Commission.”
The regulatory agency of the state of Arizona having
jurisdiction over public service corporations operating in
Arizona.

“Arizona Universal Service Fund” or “AUSF” is the
funding mechanism established by this Article through
which surcharges are collected and support paid in accor-
dance with this Article.

“AUSF Support” is the amount of money, calculated pur-
suant to this Part, which a provider of basic local tele-
phone exchange service is eligible to receive from the
AUSF pursuant to this Part.

“AUSF Support Area” is the geographic area for which a
local exchange carrier’s eligibility to receive AUSF sup-
port is calculated.

“Basic local exchange telephone service” is telephone
service that provides the following features:

a. Access to 1-party residential service with a voice
grade line;

Access to touchtone capabilities;

Access to an interexchange carrier;

Access to emergency services, including but not lim-
ited to emergency 911;

Access to directory assistance service;

Access to operator service;

Access to a white page or similar directory listing;
and

Access to telephone relay systems for the hearing
and speech impaired.

“Benchmark rates” for a telecommunications services
provider are those rates approved by the Commission for
that provider for basic local exchange telephone service,
plus the Customer Access Line Charge approved by the
Federal Communications Commission.

“Commercial Mobile Radio Service” is any radio com-
munication service carried on between mobile stations or
receivers and land stations, or by mobile stations commu-
nicating among themselves, that is provided for profit and
that makes available to the public service that is con-
nected to the public switched network.

“Conversion Factor” is a multiplier that is used to convert
a quantity of interconnecting trunks for both wireless and
wireline customers into equivalent access lines, for the
sole purpose of developing Category 1 surcharges. The
value of the Conversion Factor shall be 10 until comple-
tion of the review provided for in R14-2-A1216.
“Interconnecting Trunk™ is a 1-way or 2-way voice grade
or equivalent voice grade switched message transmission
channel furnished by a local switched access provider to a
provider of wireless services or to a wireline customer of
such local switched access provider to interconnect the
provider of wireless services or wireline customer to the
public switched network.

“Intermediate Local Exchange Carriers” are incumbent
providers of basic local exchange telephone service with

po o
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more than 20,000 access lines but fewer than 200,000
access lines in Arizona.

12. “Large Local Exchange Carriers” are incumbent provid-
ers of basic local exchange telephone service serving
200,000 or more access lines in Arizona.

13. “Small Local Exchange Carriers” are incumbent provid-
ers of basic local exchange telephone service with 20,000
or fewer access lines in Arizona.

14. “Total Service Long Run Incremental Cost” is the total
additional cost incurred by a telecommunications com-
pany to produce the entire quantity of a service, given
that the telecommunications company already provides
all of its other services. Total Service Long Run Incre-
mental Cost is based on the least cost, most efficient tech-
nology that is capable of being implemented at the time
the decision to provide the service is made.

15. “U.S. Census Blocks” are geographic areas defined by
the U.S. Department of Commerce. The areas, which
define the way in which census data is aggregated, gener-
ally contain between 250 and 550 housing units.

Historical Note

New Section R14-2-A1201 renumbered from R14-2-

1201 and amended by emergency rulemaking at 23

A.A.R. 865, effective March 29, 2017, for 180 days
(Supp. 17-1). R14-2-A1201 permanently renumbered
from R14-2-1201 and amended by final rulemaking at
23 A.A.R. 2822, effective September 20, 2017; Section
reference numbers were changed to agree with renum-
bered Sections pursuant to A.R.S. § 41-1011(C) (Supp.

17-3).

Calculation of AUSF Support

The amount of AUSF support to which a provider of basic
local exchange telephone service is eligible for a given AUSF
support area shall be based upon the difference between the
benchmark rates for basic local exchange telephone service
provided by the carrier, and the appropriate cost to provide
basic local exchange telephone service as determined by the
Commission, net of any universal service support from federal
sources.

For a small local exchange carrier, the AUSF support area
shall include all exchanges served by the local exchange car-
rier in Arizona. The appropriate cost of providing basic local
exchange telephone service for purposes of determining AUSF
support for a small local exchange carrier shall be the embed-
ded cost of the incumbent provider. For any request for AUSF
support by a small local exchange carrier filed more than three
years after the effective date of this Article, the AUSF support
area shall be the geographic areas as determined by the Com-
mission.

For an intermediate local exchange carrier, the AUSF support
area shall be either all exchanges in Arizona served by that
carrier, or such other support area as may be approved by the
Commission. The appropriate cost of providing basic local
exchange telephone service for purposes of determining AUSF
support for an intermediate local exchange carrier shall be the
embedded cost of the incumbent provider. For any request for
AUSF support by an intermediate local exchange carrier filed
more than three years after the effective date of this Article,
the AUSF support area shall be geographic areas as deter-
mined by the Commission, and the appropriate cost of provid-
ing basic local exchange telephone service for purposes of
determining AUSF support shall be the Total Service Long
Run Incremental Cost of the incumbent provider. In the event
that the FCC adopts a somewhat different forward-looking
costing methodology and/or a different geographic study/sup-

R14-2-A1203.

port area for the Federal universal service fund program, a
local exchange carrier may request a waiver from this rule in
order to utilize the same cost study methodology and/or geo-
graphic study areas in both jurisdictions.

For a large local exchange carrier, the AUSF support area shall
be U.S. census block groups, and the appropriate cost of pro-
viding basic local exchange telephone service for purposes of
determining AUSF support shall be the Total Service Long
Run Incremental Cost. In the event that the FCC adopts a
somewhat different forward-looking costing methodology
and/or a different geographic study/support area for the Fed-
eral universal service fund program, a local exchange carrier
may request a waiver from this rule in order to utilize the same
cost study methodology and/or geographic study areas in both
jurisdictions. Any request for AUSF support by a large local
exchange carrier shall include a Total Service Long Run Incre-
mental Cost study, or cost study based on FCC adopted meth-
odology, of basic local exchange service. The cost study shall
be developed and presented in a manner that identifies the cost
for the individual support areas for which AUSF funding is
being requested.

Historical Note
New Section R14-2-A1202 renumbered from R14-2-
1202 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1202 permanently renumbered from R14-2-
1202 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017 (Supp. 17-3).

Request for AUSF Support

A provider of basic local exchange telephone service may request
that the Commission authorize AUSF support with a filing under
R14-2-103 or other method as the Commission may prescribe, and
upon compliance with all applicable rules set forth in R14-2-1101
through R14-2-1115. A request for AUSF support shall include a
statement describing the need for such funding. The Commission
shall determine the appropriate cost of providing basic local
exchange service for each AUSF support area for which AUSF sup-
port is requested and shall calculate in accordance with R14-2-
A1202 the amount of AUSF support, if any, to which the applicant
is entitled.

R14-2-A1204.
A.

Historical Note
New Section R14-2-A1203 renumbered from R14-2-
1203 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1203 permanently renumbered from R14-2-
1203, by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017; a Section reference number was
changed to agree with a renumbered Section pursuant
to A.R.S. § 41-1011(C) (Supp. 17-3).

Funding of the AUSF

The AUSEF shall be funded in accordance with this Article by

all telecommunications service providers that interconnect to

the public switched network. Within 30 days of the effective

date of this Article, and thereafter on or before October 1 of

each year, each telecommunications provider shall provide to

the Administrator a list of all other telecommunications pro-

viders that interconnect to its facilities or network.

The AUSF shall be funded equally by toll and local customers

of the providers of telecommunications services, and shall be

assessed in the following manner:

1. Category 1 - Providers of basic local exchange service, as
discussed in subsection (B)(1)(a), and other service pro-
viders as required under (B)(1)(a)(i) or permitted under
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subsection (B)(3)(b), shall be considered providers of

Category 1 service.

a.  One-half of the AUSF funding requirement will be
collected through Category 1 service providers. Cat-
egory 1 AUSF assessment will be based upon access
lines and interconnecting trunks, and assessed by
providers of local switched access as either an
access line or interconnecting trunk surcharge. The
“per access line” surcharge to be in place during a
given year will be calculated by the Administrator
using the total number of access lines and equivalent
access lines deriving from interconnecting trunks
that were in service for all Category 1 service pro-
viders on October 1 of the previous year. Access
lines shall include business and residence lines, pub-
lic access lines, and other identifiable access lines.

i.  All wireless providers including but not limited
to paging and other Commercial Mobile Radio
Service providers, that interconnect to the pub-
lic switched network will contribute to the
AUSF under the requirements of Category 1.
The number of interconnecting trunks obtained
from the local access provider by the wireless
provider shall be utilized in conjunction with a
Conversion Factor to determine AUSF support
from such wireless provider by means of a sur-
charge on such interconnecting trunks. A wire-
less provider that fails to contribute to the
AUSF as required by this Article shall be sub-
ject to termination of its interconnection
arrangements pursuant to R14-2-A1214(C).

b. On or before November 1 of each year, each Cate-
gory 1 local switched access service provider shall
provide to the Administrator the number of access
lines and number of interconnecting trunks that were

a. Telecommunications providers that begin providing
basic local exchange service after the effective date
of this Article shall be assessed AUSF charges pur-
suant to subsection (B)(1). Telecommunications pro-
viders that begin providing toll service after the
effective date of this Article shall be assessed AUSF
charges pursuant to subection (B)(2).

b.  All other telecommunications service providers that
interconnect to the public switched network and
begin providing telecommunications service after
the effective date of this Article, shall choose to be
considered either a Category 1, Category 2, or both
Category 1 and Category 2 service provider. Such
election shall be made in writing to the Administra-
tor within 30 days of beginning to provide telecom-
munications service in Arizona, with a copy to the
Director of Utilities. Written concurrence of the
Director of Utilities must be received by the Admin-
istrator for such selection to be effective. Such selec-
tion will be irrevocable for a period of at least three
years.

4. A telecommunications provider that provides both Cate-
gory 1 and Category 2 services shall be assessed AUSF

charges pursuant to both subsections (B)(1) and (2).

Historical Note
New Section R14-2-A1204 renumbered from R14-2-
1204 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1204 permanently renumbered from R14-2-
1204 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017; subsection references were
updated for Chapter consistency and a Section refer-
ence number was changed to agree with a renumbered
Section pursuant to A.R.S. § 41-1011(C) (Supp. 17-3).

in service on October 1 of that year. The Administra- R14-2-A1205. Calculation of Surcharges

tor will use these numbers together with the Conver- A.
sion Factor in calculating the per access line
surcharge and per interconnecting trunk surcharge
for the following year. The Administrator will multi-
ply the total number of interconnecting trunks by the
Conversion Factor to obtain an equivalent number of
access lines for the purpose of calculating the sur-
charges.

2. Category 2 - Providers of intrastate toll service, or other

service providers as permitted under subsection (B)(3),

shall be considered providers of Category 2 service and

shall be assessed AUSF charges as follows:

a.  One-half of the AUSF funding requirement will be B.
collected through Category 2 service providers. The
Category 2 AUSF assessment will be based on total
Arizona intrastate toll revenue, and assessed as a
percent of revenue. The percent of revenue assess-
ment to be in place during a given year will be calcu- C.
lated by the Administrator using the annual Arizona
intrastate revenue for all Category 2 service provid-
ers for the previous year.

b.  On or before November 1 of each year, each Cate-
gory 2 service provider shall report to the Adminis-
trator the total Arizona intrastate revenue collected
between August 1 of the current year and August 1
of the previous year. The Administrator will use this
revenue so reported to calculate the AUSF assess-
ment rate for the following year.

3. New telecommunications service providers.

The Administrator will calculate the total AUSF support due
all local exchange carriers who have been granted AUSF sup-
port by the Commission. Administrative costs and audit fees
will be added to this amount. The amount of any excess funds
in the AUSF will then be subtracted to determine the total
funding requirement. The funding requirements from Cate-
gory 1 and Category 2 service providers will then be calcu-
lated. One-half of the funding will be obtained from Category
1 providers through surcharges applied to access lines and
interconnecting trunks in service. The other half will be
obtained from Category 2 providers through surcharges on
intrastate toll revenues.
For the purpose of determining the surcharges, the Administra-
tor will develop growth factors to apply to the total reported
access lines and toll revenues. Such growth factors will be cal-
culated at 1/2 of the estimated annual percentage growth in
access lines and in toll revenues.
Category | Surcharge. One-half of the total annual AUSF sup-
port approved by the Commission for all eligible recipients
will be obtained from Category 1 service providers. A monthly
per access line surcharge and a monthly per interconnecting
trunk surcharge required to obtain this funding will be calcu-
lated as follows:

1. Adding together the number of access lines and equiva-
lent access lines for all Category 1 service providers,
adjusted by the growth factor;

2. Dividing the total annual AUSF support approved by the
Commission for all eligible recipients by 2 to obtain the
portion of AUSF support required from Category 1 ser-
vice providers;

September 30, 2018 Supp. 18-3

Page 139



14AAC.2

Arizona Administrative Code

Title 14

R14-2-A1206.
A.

CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

3. Dividing the amount of Category 1 AUSF support calcu-
lated in subsection (C)(2) by the sum of access lines cal-
culated in subsection (C)(1) to yield the per access line
surcharge;

4. Dividing the per access line surcharge calculated in sub-
section (C)(3) by 12 to determine the monthly access line
assessment;

5. Multiplying the surcharge obtained in subsection (C)(4)
by the Conversion Factor to determine the monthly inter-
connecting trunk surcharge.

Category 2 Surcharge. One-half of the total annual AUSF sup-

port approved by the Commission for all eligible recipients

will be obtained from Category 2 service providers. A percent
of revenue surcharge required to obtain this funding will be
calculated as follows:

1. Totaling the annual intrastate toll revenues of all Cate-
gory 2 service providers, adjusted by the growth factor;

2. Dividing the total AUSF support approved by the Com-
mission for all eligible recipients by 2 to obtain the por-
tion of AUSF support required from Category 2 service
providers;

3. Dividing the amount of Category 2 AUSF support
requirement calculated in subsection (D)(2) by the total
annual intrastate toll revenues calculated in subsection
(D)(1) to arrive at a percentage of revenue surcharge.

Recipients of lifeline or other low-income support shall be

exempt from paying a Category 1 surcharge.

Historical Note
New Section R14-2-A1205 renumbered from R14-2-
1205 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1205 permanently renumbered from R14-2-
1205 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017 (Supp. 17-3).

Implementation
Any provider of telecommunications service may file either an
AUSF tariff or price list, if appropriate, establishing a flow-
through mechanism to collect the surcharge approved by the
Commission and calculated by the Administrator.
On or before the 20th day of each month, each Category 1 ser-
vice provider responsible for collecting AUSF surcharges shall
remit to the Administrator the AUSF surcharge, including any
surcharge on wireless providers, collected by that provider
during the preceding month. The Category 1 provider shall
submit such documentation of AUSF revenues from the AUSF
surcharge as may be required by the Administrator.

On or before the 20th day of each month, each Category 2 ser-

vice provider responsible for collecting AUSF surcharges shall

remit to the Administrator the AUSF surcharge collected by
that provider during the third preceding month. The Category

2 provider shall submit such documentation of AUSF revenues

from the AUSF surcharge as may be required by the Adminis-

trator.

Eligible recipients of AUSF support are:

1. Providers of telecommunications service engaged in pro-
viding basic local exchange telephone service in Arizona
which have obtained a Commission order authorizing
payments from the AUSF; and

2. Providers that become entitled to AUSF support based
upon the provisions of subsection (E).

If the Commission approves AUSF support to a provider of

telecommunications service for a defined area, such AUSF

support shall also be available to competitive providers of
basic local exchange service in the same defined area that are
contributing to the AUSF, and that are willing to provide ser-

R14-2-A1207.

vice to all customers in the specific AUSF support area as
defined by the Commission. The AUSF support to which the
competitive provider is eligible shall be calculated on a per-
customer basis, at the same level at which the incumbent pro-
vider of telecommunications service receives AUSF support,
and shall not result in an increase in the total AUSF support
available for the specific census block groups or study area. If
basic exchange service is provided through the resale of
another carrier’s local loop facilities, AUSF support will only
be available to the retail service provider if AUSF support is
not included in the wholesale price for the resold local service.
This Section shall not apply to small local exchange carriers
nor to the universal service support being received by any tele-
communications service provider as of the effective date of
this Article.

For small local exchange carriers and for any basic local
exchange telephone service provider receiving universal ser-
vice support as of the effective date of this Article, the AUSF
support shall not be available to competitive providers of basic
local exchange service prior to completion of the review pro-
vided for in R14-2-A1216. Following completion of the
review, AUSF support provided to small and intermediate
local exchange carriers shall be available to all competitive
providers of basic local exchange service in the same defined
area that are contributing to AUSF, and that are willing to pro-
vide service to all customers in the specific geographic study
area as defined by the Commission, unless otherwise ordered
by the Commission.

Defined area, study area, geographic area, and support area
mean the same area during the first three years of the effective
date of this Article. After the first three years, they will still
have the same meaning unless otherwise ordered by the Com-
mission.

Historical Note
New Section R14-2-A1206 renumbered from R14-2-
1206 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1206 permanently renumbered from R14-2-
1206 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017; a subsection reference was
updated for Chapter consistency and a Section refer-
ence number was changed to agree with a renumbered
Section pursuant to A.R.S. § 41-1011(C) (Supp. 17-3).

Calculation of Monthly Payments and the

Associated Collections

A.

For the monthly Category 1 AUSF payment, each provider of
local switched access shall remit to the Administrator an
amount equal to the number of access lines in service on the
first day of the month, times the monthly surcharge per access
line plus the number of interconnecting trunks in service on
the first day of the month, times the monthly interconnecting
trunk surcharge.

The monthly AUSF payment that each Category 2 provider
shall remit to the Administrator is an amount equal to its
monthly intrastate toll revenue times the monthly surcharge
percentage.

Payments must be received by the Administrator by the 20th
day of each month. If the payment amount is greater than
$10,000, then it shall be wire transferred to the Administrator.
The Administrator shall enter into an appropriate non-disclo-
sure agreement with each telecommunications service pro-
vider to assure that information necessary to allocate AUSF
funding obligations and to calculate surcharges is reported,
maintained, and used in a manner that will protect the confi-
dentiality of company specific data. The Administrator shall
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not use confidential data for any purpose other than adminis-
tering the AUSF.

Historical Note
New Section R14-2-A1207 renumbered from R14-2-
1207 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1207 permanently renumbered from R14-2-
1207 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017 (Supp. 17-3).

R14-2-A1208. Monthly AUSF Disbursements

A. AUSF disbursement shall be made 30 days following the date
of AUSF collections.

B. The Administrator shall not make AUSF support payments to
a provider of telecommunications service until the Administra-
tor has received a copy of a Commission decision authorizing
the provider to receive such support.

Historical Note
New Section R14-2-A1208 renumbered from R14-2-
1208 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1208 permanently renumbered from R14-2-
1208 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017 (Supp. 17-3).

R14-2-A1209. Handling AUSF Rate

Changes

A. Category 1 and Category 2 AUSF surcharges shall be revised
when the Commission authorizes new or revised AUSF pay-
ments to any provider of telecommunications service. The
Administrator shall calculate the new AUSF flow-through sur-
charges in accordance with this Article, which surcharges shall
become effective upon the Commission’s approval of the new
or revised AUSF payments.

B. An annual calculation to revise AUSF flow-through sur-
charges shall be made by the Administrator on December 1 of
each year with an effective date the following January 1. The
flow-through surcharges shall be calculated so that the total
AUSF funding will equal the AUSF revenue requirements,
plus administrative costs as well as any corrections and true-
ups. No later than December 1 of each year, the Administrator
shall provide notice to the Commission and all telecommuni-
cation service providers who pay into the AUSF of the flow-
through surcharge rates for the following calendar year.

Procedures for

Historical Note
New Section R14-2-A1209 renumbered from R14-2-
1209 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1209 permanently renumbered from R14-2-
1209 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017 (Supp. 17-3).

R14-2-A1210. Statement of Participation of All Telecom-

munications Service Providers in the AUSF

A. Within 30 days of the effective date of this Article, each tele-
communications service provider shall provide a letter to the
Administrator acknowledging that provider’s obligation under
this Article to pay AUSF surcharges. Failure to provide such a
letter shall be grounds for termination after written notice from
the Administrator of the provider’s interconnection with the
public switched network.

B. Any telecommunications service provider which begins pro-
viding telecommunications service after the effective date of
this Article shall, within 30 days of beginning to provide intra-
state service in Arizona, provide a letter to the Administrator
acknowledging that provider’s obligation under this Article to

make monthly payments for the local and/or toll portion, as
appropriate, of the AUSF contribution in accordance with this
Article. Failure to provide such a letter shall be grounds for
denying to the provider interconnection with the public
switched network.

Historical Note
New Section R14-2-A1210 renumbered from R14-2-
1210 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1210 permanently renumbered from R14-2-
1210 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017 (Supp. 17-3).

R14-2-A1211. Duties and Responsibilities of the AUSF

Administrator

The Administrator shall:

1. Develop, obtain, and, on or before December 15 of each
year, file with the Commission such information and doc-
umentation as the Administrator deems necessary for the
establishment and calculation of the Category 1 and Cate-
gory 2 surcharges for the succeeding year. Such a filing
shall also be made each time the Commission authorizes
a change in the AUSF funding requirement.

2. Monitor the AUSF payments of all telecommunications

providers.

Oversee the billing of AUSF surcharges.

4. Prepare the necessary forms to be used in reporting the
AUSF collections and disbursements and maintain
monthly records.

5. Coordinate the collection and disbursement of AUSF
monies in accordance with this Article.

6. Prepare an annual report that provides a detailed account-
ing of the AUSF collections and disbursements and that
identifies the annual cost of administration. The report
shall be filed with the Commission on or before April 15
of each year.

7. Monitor procedures for auditing the AUSF collections
and disbursements. The audit function shall be performed
by an independent outside auditor.

W

Historical Note
New Section R14-2-A1211 renumbered from R14-2-
1211 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1211 permanently renumbered from R14-2-
1211 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017 (Supp. 17-3).

R14-2-A1212. Interim Administrator

US WEST Communications, Inc., will serve as interim Administra-
tor of the AUSF and will perform the functions detailed herein that
are required of the Administrator for a transition period until a pri-
vate, neutral third party is appointed by the Commission to serve as
Administrator of the AUSF. A neutral third party selected through
the competitive bid process shall be appointed no later than July 1,
1997.

Historical Note
New Section R14-2-A1212 renumbered from R14-2-
1212 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1212 permanently renumbered from R14-2-
1212 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017 (Supp. 17-3).

R14-2-A1213. Guidelines for Auditing the AUSF
A. The AUSF records covering both collections and disburse-
ments shall be audited at the end of the first year following the
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designation of a third party administrator. The AUSF records
will then be audited at least once every other year in the subse-
quent years of operations.

B. The records shall be examined for accuracy and the existence
of effective internal controls to ensure that the AUSF is being
administered appropriately and properly.

C. An independent external auditor selected by the Commission
shall be utilized to provide an unbiased audit opinion concern-
ing the AUSF administration procedures and controls.

D. Any costs for conducting audits will be deducted from the rev-
enues of the AUSF prior to disbursement of funds.

Historical Note
New Section R14-2-A1213 renumbered from R14-2-
1213 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1213 permanently renumbered from R14-2-
1213 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017 (Supp. 17-3).

R14-2-A1214.

AUSF Amounts

A. The Administrator shall issue past due notices to each provider
of telecommunications service that is 15 days or more delin-
quent in submitting its AUSF payments to the Administrator.
A copy of this notice shall be provided to the Commission.

B. AUSEF support payments shall be withheld from any provider
of telecommunications service that is delinquent in submitting
its AUSF payments to the Administrator. Each provider of
telecommunications service will be fully liable for any accrued
interest owing on its AUSF contributions that remain unpaid
for 30 days. Such delinquent AUSF payments will begin
accruing interest at the rate of 1 and 1/2% per month beginning
with the 31st day until such amount is paid in full along with
all accrued interest.

C. The local switched access service provider shall promptly
notify the Commission and the Administrator of the identity of
any wireless provider which fails or refuses to pay its AUSF
surcharge. Such notice shall also be directed to the wireless
provider. If the wireless provider has not paid the amount due
within 30 days of such notice, the interconnection provider
shall terminate the wireless provider’s interconnection until
the full amount together with all accrued interest, is paid in full
(unless the payment is in bonafide dispute and the wireless
carrier has paid the undisputed amount).

D. Failure by a telecommunications service provider to comply
with the provisions of this Article may result in sanctions as
determined by the Commission.

Enforcement of Collection of Delinquent

Historical Note
New Section R14-2-A1214 renumbered from R14-2-
1214 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1214 permanently renumbered from R14-2-
1214 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017 (Supp. 17-3).

R14-2-A1215. AUSF Annual Report

A. On or before April 1 of each year, the Administrator shall file
with the Commission an annual report which shall summarize
the preceding year activity and contain the following:
1. A statement of AUSF collections and disbursements.
2. Arecord of the total cost of administration of the AUSF.
3. Audit reports from the audits conducted during the year.

B. A copy of the annual report shall be provided to each provider
of telecommunications service who contributes to the AUSF.

Historical Note
New Section R14-2-A1215 renumbered from R14-2-
1215 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1215 permanently renumbered from R14-2-
1215 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017 (Supp. 17-3).

R14-2-A1216. Review Process

A. Not later than three years from the effective date of this Arti-
cle, the Commission staff shall initiate a comprehensive
review of this Article and shall provide the Commission with
recommendations regarding any necessary changes to the Arti-
cle. Any interested party may also make such recommenda-
tions. The Commission shall consider these recommendations
in such proceeding as the Commission deems appropriate.

B. The costs used to calculate AUSF funding levels for a given
provider or AUSF support area shall be reviewed by the Com-
mission at least every three years following the effective date
for any authorized AUSF support for the provider or study
area. The Commission may reduce the authorized funding
level and require that the AUSF surcharge be recalculated on
the basis of this review.

Historical Note
New Section R14-2-A1216 renumbered from R14-2-
1216 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1216 permanently renumbered from R14-2-
1216 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017 (Supp. 17-3).

R14-2-A1217. Supersession of Existing USF Mechanism
The universal service funding mechanism initially approved by the
Commission in Decision No. 56639 (September 22, 1989) is super-
seded by this Article, except that any calculation, contribution or
collection of, or entitlement to, universal service fund support
approved by the Commission prior to the adoption of this Article
shall remain in effect until otherwise ordered by the Commission or
until the application of this Article leads to a different result.

Historical Note
New Section R14-2-A1217 renumbered from R14-2-
1217 by emergency rulemaking at 23 A.A.R. 865,
effective March 29, 2017, for 180 days (Supp. 17-1).
R14-2-A1217 permanently renumbered from R14-2-
1217 by final rulemaking at 23 A.A.R. 2822, effective
September 20, 2017 (Supp. 17-3).

PART B. ARIZONA UNIVERSAL SERVICE SUPPORT FOR
SCHOOLS AND LIBRARIES

R14-2-B1218. Purpose

The purpose of the E-rate Broadband Special Construction Project
Matching Fund Program is to provide state funds for special con-
struction projects involving the deployment of broadband to
schools and libraries in Arizona so that Arizona schools and librar-
ies may obtain federal matching funds under the FCC Universal
Service Fund’s Schools and Libraries Program. This Part shall be
interpreted to maximize the availability of internet access to schools
and libraries within Arizona and to maximize potential support
from the FCC Universal Service Fund’s Schools and Libraries Pro-
gram to fill any connectivity gap in Arizona.

Historical Note
New Section R14-2-B1218 made by emergency rulemak-
ing at 23 A.A.R. 865, effective March 29, 2017, for 180
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days (Supp. 17-1). New Section R14-2-B1218 made by
final rulemaking at 23 A.A.R. 2822, effective September
20,2017 (Supp. 17-3).

R14-2-B1219. Definitions
In this Part, unless the context otherwise requires, the following
definitions shall apply:

1. The definitions contained in 47 CFR 54.500 (October 1,
2016), with no future editions or amendments, which are
incorporated by reference; on file with the Commission;
and published by and available from the U.S. Govern-
ment Publishing Office, 732 North Capitol Street, NW,
Washington, DC 20401-0001 and at https:/
www.gpo.gov/fdsys/;

2. The definitions in R14-2-A1201, to the extent applicable;
and

3. The following definitions:

a. “Applicant” is a school, library, consortium, or other
eligible entity that requests AUSF funds as provided
in this Part.

b. “Category 1 services” are services used to connect
broadband or internet to eligible locations or that
provide basic conduit access to the internet, includ-
ing “telecommunications services,” “telecommuni-
cations,” and “internet access” as defined in 47 CFR
54.5 (October 1, 2016), with no future editions or
amendments, which is incorporated by reference; on
file with the Commission; and published by and
available from the U.S. Government Publishing
Office, 732 North Capitol Street, NW, Washington,
DC 20401-0001 and at https://www.gpo.gov/fdsys/.

c. “Category 2 services” are internal connections ser-
vices needed to enable high speed broadband con-
nectivity and broadband internal connections
components, including local area networks (LAN/
WLAN), internal connections components, basic
maintenance of internal connections components,
and managed internal broadband service.

d. “Data Transmission Services and Internet Access” is
a Category 1 service type that includes broadband
connectivity and basic conduit access to the Internet.
This does not include charges for content, equipment
purchase, or other services beyond basic conduit
access to the internet. This service type also covers
lit or dark fiber.

e. “Department of Education” or “DOE” means the
Arizona Department of Education.

f.  “Discount rate” means the percentage of cost cover-
age for an applicant, determined by the FCC for its
E-rate Program using the percentage of students eli-
gible for the National School Lunch Program or an
equivalent measure of poverty, and the rural or
urban status of the school district or library system
as determined by the U.S. Census Bureau.

g. “Eligible provider” means a provider that has a 498
ID, also known as a Service Provider Identification
Number or SPIN, obtained by filing an FCC Form
498.

h. “Eligible special construction” or “ESC” refers to
special construction projects for Category 1 services
that deploy new fiber or upgraded facilities to loca-
tions eligible for the E-rate Program. ESC may also
include non-fiber based services.

i.  “E-rate Broadband Special Construction Project
Matching Fund” is the fund in Arizona that will
make available to applicants matching state funds
for Category 1 special construction costs in order to

obtain up to an additional 10 percent discount from
the federal universal fund.

“E-rate Modernization Orders” are the FCC Orders
that have modernized the FCC’s E-rate Program and
have maximized schools’ and libraries’ options for
purchasing affordable high-speed broadband con-
nectivity: Modernizing the E-Rate Program for
Schools and Libraries, Connect America Fund, WC
Docket No. 13-184, Report and Order and Further
Notice of Proposed Rulemaking, 29 FCC Red 8870
(2014); and Second Report and Order and Order on
Reconsideration, 29 FCC Red. 15538 (2014).
“E-rate Program” is an FCC program that provides
discounts to schools and libraries for eligible prod-
ucts and services.

“FCC Form 470” is the Description of Services
Requested and Certification Form that schools and
libraries complete to request services and establish
eligibility.

“FCC Form 471 is the Services Ordered and Certi-
fication Form that schools and libraries use to report
services ordered and discounts requested for those
services.

“Federal Communications Commission” or “FCC”
is the U.S. government agency that regulates inter-
state and international communications and oversees
the federal universal service fund.

“Funding Commitment Decision Letter” or “FCDL”
is a letter from USAC to the applicant which con-
tains USAC’s funding decisions on the applicant’s
funding requests.

“Funding Year” or “FY” is a 12-month period
during which program support is being provided,
beginning on July 1 and ending on June 30 of the
following calendar year.

“Second E-rate Modernization Order” is the FCC
Order that modernized the FCC’s E-rate Program
and provided for additional discounts when states
match funds for high-speed broadband connections:
Modernizing the E-Rate Program for Schools and
Libraries, Connect America Fund, WC Docket No.
13-184, Second Report and Order and Order on
Reconsideration, 29 FCC Red 15538 (2014).
“Special Construction Charges” are the upfront,
non-recurring costs of ESC installations or
upgrades, consisting of three components:

i.  Construction of network facilities,

ii. Design and engineering, and

iii. Project management.

“Staff designee” is the Director of the Commission’s
Utilities Division or another individual that the
Commission assigns to perform duties under this
Part.

“Universal Service Administrative Company” or
“USAC” is an independent, not-for-profit corpora-
tion created by the FCC in 1997 to administer the
four universal service programs including universal
service for schools and libraries.

“Urban” means an individual school or library that is
located in an “Urbanized Area” or “Urban Cluster”
with a population of 25,000 or more as determined
by the U.S. Census Bureau. All other schools or
libraries are designated as “rural.”

“Vendor” is the entity that has been selected by the
applicant and whose bid USAC has recognized in a
FCDL to the applicant.
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Historical Note
New Section R14-2-B1219 made by emergency rulemak-
ing at 23 A.A.R. 865, effective March 29, 2017, for 180
days (Supp. 17-1). New Section R14-2-B1219 made by

of Education submit a letter to the Staff designee and the
Administrator indicating that USAC has issued a FCDL to the
applicant with an award of federal funds and including any
other information relevant to the award in that particular case.

final rulemaking at 23 A.A.R. 2822, effective September E. Disbursement of AUSF funds shall be available for a period of
20, 2017 (Supp. 17-3). up to five years after USAC has issued a FCDL to the appli-
t with f fi 1 fi ithstanding R14-2-
R14-2-B1220.  Availability of State Matching Funds for cBalnzzvg(l A) an award of federal funds, notwithstanding
ipec::l Cl.ons.truct}on irOJ%ct;ltodD?p 10% Broadban}? F. If USAC reduces or rescinds an applicant’s award of federal
: hp11)1 1§at119 ns (;)r EUS fun d's or -ra;t(e) lmatcd 12n(;gl é’ urposes matching funds following an audit, investigation, enforcement
shall be limited to E-rate funding years 7 an e action, or consent decree, the applicant shall immediately
B. An applicant certified by the Department of Education shall be notify the Department of Education and the Staff designee and
eligible to receive AUSF funds to cover special construction shall reimburse the AUSF fund for any amount by which the
charges to the extent necessary to qualify the applicant to AUSF funds received exceeded the federal matching funds
receive additional federal universal service funds of up to 10 award retained
percent of special construction charges as authorized by the '
Second E-rate Modernization Order. Historical Note
C. An applicant may not receive total support from the federal New Section R14-2-B1221 made by emergency rulemak-
Universal Service Fund and AUSF in excess of 100 percent of ing at 23 A.AR. 865, effective March 29, 2017, for 180
special construction charges. days (Supp. 17—1). New Section R14-2-B1221 made by
D. Schools and libraries that elect to self-provision shall comply final rulemaking at 23 A.A.R. 2822, effective September
with all of the requirements set forth by the FCC in the Second 20, 2017 (Supp. 17-3).
E-rate Modernization Order. - operee .
E. An ESC shall provide bandwidth sufficient to meet the mini- R14-2-B1222.  Administrator Responsibilities; Contribu-
mum recommended bandwidth per student or the minimum tions to and Disbursements from the AUSF
X per. . . A. The Administrator shall be responsible for administering the
recommended bandwidth for educational services established E-rate Broadband Special Construction Project Matching Fund
for the relevant funding year by the FCC and, without good Program and, in doing so, shall comply with R14-2-A1211 and
cause, shall not exceed those standards. R14.2- A1214’1 >
F. If the E-rate Program discount rate and additional match plus B. The A dministfa tor shall:
the AUSF funds received by an applicant do not cover 100 - 1. Determine the surc.harge rates to fund the E-rate Broad-
percent of the special construction charges, the applicant may ) band Special Construction Project Matching Fund Pro-
include in its request filed with the DOE a request for addi- cam. subiect to Commission anproval:
tional AUSF funds. Additional AUSF funds requested under ) gObtai’n suﬂcharge collections: agg ’
this subsegtlon sha}l be awarded as fO.HOWS: . 3. Make disbursements from the AUSF for state matching
1. Applicants with 80 percent or higher E-rate Program dis- funds as authorized by the Department of Education and
count rates shall b.e awarded AUSF funds before appli- the Commission or its Staff designee, as provided in this
cants with lower discount rates; and Section
2. Applicants with dis_count rates between 60 and 80 percent C. The increasé to the existing surcharge to fund the E-rate
glrizu;iqie“tsds(guoe?zinl?gfsfheful?r?;oi(;ieglz igggvs(r;:l(} Broadband Special Construction Project Matching Fund Pro-
at, up p P gram shall be separately calculated and implemented in accor-
struction charges. Amounts requested above 50 percent of dance with R14-2-A1204, R14-2-A1205(B) through (E), R14-
the uncovered special construction charges will not be 2-A1206 (A) through (C),an dRI14-2-A1207 ’
considered without good cause shown by the applicant. D. E-rate Broadband Special Construction Project Matching Fund
Historical Note Program surcharges shall not be collected for a period longer
New Section R14-2-B1220 made by emergency rulemak- than 12 months unless the surcharge collections from carriers
ing at 23 A.A.R. 865, effective March 29, 2017, for 180 in that 12-month period do not produce $8 million in total
days (Supp. 17-1). New Section R14-2-B1220 made by funding. If the amount collected is less than the $8 million cap,
final rulemaking at 23 A.A.R. 2822, effective September the increase in the AUSF surcharge for this Program shall con-
g p g g
20,2017 (Supp. 17-3). tinue until the $8 million cap is reached. If the collections pro-
. . duce more than $8 million in the 12-month period, the
FR14:12'B1221‘ Procedures for Requesting State Matching Commission Staff shall make a recommendation to the Com-
unds . . . mission regarding the disposition of the over-collected funds.
A. An applicant shall file a request fo.r state match}n_g fur_lds with E. A telecommunications service provider may collect the E-rate
the szaltrtmenst A(g Education, prior to submitting its FCC Broadband Special Construction Project Matching Fund Pro-
Form 47 to u : - . . gram surcharges from its customers in any manner it reason-
B. Ifan apphcaqt meets all FC.C e11g1b.111ty requirements for 1ts ably determines to be best for its business and its customers,
ESC, the applicant shall obtain a certlﬁcagon lette.r along with but shall not in the aggregate collect more than that authorized
a lelt.ter fr.orlrjl ! he Depzncrlnent of E(Lgcatlff)n dstatmg that the by the Commission. The telecommunications service provid-
applicant s being awarded state matching funds. ers shall report and submit payment of assessments according
C. An applicant shall provide the Staff designee a copy of the cer- to the schedule established by the Administrator.
tification letter and letter awarding state matching funds to it F.  Within 30 days from the effective date of these rules, each
issued fb }}/1 t};e Departrr(lfnt of Educatilc?n a?d ;hall. lllnc lu;:le a telecommunications service provider that interconnects to the
copy Z tl ¢ letter avsvzrclng state matching funds with its FCC public switched network shall provide a letter to the Adminis-
Form 471 sent to U . . e trator acknowledging the telecommunications service pro-
D. Once USAC determmes an applicant’s ellglblllty for fede'ral vider’s obligation to pay the new E-rate Broadband Special
matching funds and issues a FCDL, the applicant shall notify Construction Project Matching Fund Program surcharges
the Department of Education and request that the Department
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authorized in this Part. Failure to provide such a letter may be

grounds for denying the service provider interconnection with

the public switched network, upon notice and opportunity to
be heard before the Commission.
G. An applicant shall:

1. After accepting an eligible provider’s bid for an ESC,
notify within 15 days the Department of Education and
the Administrator of the bid amount accepted so that the
Administrator may allocate funds for the ESC; and

2. After the vendor completes the project, submit to the
Department of Education and Administrator a request for
disbursement of the funds allocated for the ESC.

H. The Administrator shall disburse AUSF funds allocated for an
applicant’s ESC upon approval from the Commission or its

Staff designee.

Historical Note
New Section R14-2-B1222 made by emergency rulemak-
ing at 23 A.A.R. 865, effective March 29, 2017, for 180
days (Supp. 17-1). New Section R14-2-B1222 made by
final rulemaking at 23 A.A.R. 2822, effective September
20, 2017 (Supp. 17-3).

R14-2-B1223. Discontinuation of E-rate Broadband Spe-

cial Construction Project Matching Fund Program

A. No applications for the E-rate Broadband Special Construction
Project Matching Fund Program shall be accepted after the
2018 E-rate FY procurement cycle.

B. Except as provided in subsection (C), the E-rate Broadband
Special Construction Project Matching Fund Program shall be
discontinued when all of the funds have been collected and all
of the funds collected have been disbursed.

C. The E-rate Broadband Special Construction Project Matching
Fund Program may be discontinued earlier or later than speci-
fied in subsection (B) if required by the FCC or USAC.

Historical Note
New Section R14-2-B1223 made by emergency rulemak-
ing at 23 A.A.R. 865, effective March 29, 2017, for 180
days (Supp. 17-1). New Section R14-2-B1223 made by
final rulemaking at 23 A.A.R. 2822, effective September
20,2017 (Supp. 17-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Article is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

ARTICLE 13. TELECOMMUNICATIONS
INTERCONNECTION AND UNBUNDLING

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1301. Application of Rules

These rules govern interconnection requirements as provided in
R14-2-1112. These rules apply to the provision of local exchange
services by and between local exchange carriers as those terms are
defined in R14-2-1102.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Com-
mission (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1302. Definitions

In this Article, unless the context otherwise requires, the following

definitions shall apply:

1. “800 data base” means an 800 service data base that contains
information on the screening and routing of 800 numbers that
are in service.

2. “AlN data base” means a data base that is used in connection
with an Advanced Intelligent Network (AIN) architecture. The
AIN architecture enables telecommunications service provid-
ers to introduce advanced telecommunications services.

3. “ALI” or “Automatic Location Identification” means the pro-
cess of electronically identifying and displaying the name of
the subscriber and address of the calling telephone number to a
person answering a 911 call.

4. “Central Office Code” means the first three digits of a
seven-digit telephone number. Central office codes are
assigned to telecommunications providers by the central office
code administrator in accordance with the industry’s central
office code assignment guidelines.

5. “Centralized Message Distribution System” or “CMDS”
means the system managed by Bellcore that assists in billing
third party calls. Access to CMDS requires a Bellcore client
company host.

6. “Directory Assistance Database Listings” means customer
name, address, and telephone number listings in the LEC
directory assistance database.

7. “E911” access means the ability of a LEC to interconnect with
and deliver emergency calls, and associated ANI and ALI
information, where available, to the E-911 controlling office
for further routing to the appropriate Public Safety Answering
Point.

8. “Essential facility or service” means any portion, component,
or function of the network or service offered by a provider of
local exchange service: that is necessary for a competitor to
provide a public telecommunications service; that cannot be
reasonable duplicated; and for which there is no adequate eco-
nomic alternative to the competitor in terms of quality, quan-
tity, and price.

9. “Extended Area Service” or “EAS” means local (toll-free)
calling provided between local exchange carrier exchanges
(service areas).

10. “Incumbent Local Exchange Carrier” means any company
providing service as a local exchange carrier in Arizona prior
to June 23, 1995.

11. “Interconnection Services” means those features and functions
of a local exchange carriers network that enable other local
exchange carriers to provide local exchange and exchange
access services. Interconnection services include, but are not
limited to, those services offered by local exchange carriers
which have been classified by the Commission as essential
services.

12. “LIDB” or “Line Information Data Base” means a data base
that contains access line information that is used by telecom-
munications service providers for billing validation.

13. “Local Exchange Carrier” or “LEC” means a telecommunica-
tions company that provides local exchange service as one of
the telecommunications services it offers to the public.

14. “Local Number Portability” means permitting customers to
choose between authorized providers of local exchange ser-
vices within a given wire center without changing their tele-
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phone number and without impairment
functionality, reliability, or convenience of use.

15. “Mutual traffic exchange” means the exchange of terminating
local and EAS traffic between LECs such that all LECs termi-
nate the local exchange traffic of all other LECs without
explicitly charging each other for such traffic exchange.

16. “New Entrant Local Exchange Carrier” or “NELEC” means
any company certificated by the Commission after June 23,
1995, as a local exchange carrier.

17. “Numbering Plan Administration” or “NPA” means a specific
geographic area identified by a unique NPA code. The NPA
(area code) is a 3-digit code that identifies the NPA for pur-
poses of call routing. The NPA Administrator is the entity
within a NPA that assigns central office prefixes (telephone
numbers) to users in the NPA.

18. “Public Safety Answering Point” or “PSAP” means a commu-
nications facility operated on a 24-hour basis that is assigned
the responsibility to receive 911 calls and, as appropriate, to
dispatch public or private safety services or to extend, transfer,
or relay 911 calls to the appropriate public or private safety
agencies.

19. “Rate Center” means specific geographic locations from
which airline mileage measurements are determined for the
purpose of rating local, Extended Area Service (EAS), and toll
traffic.

20. “Reciprocal Compensation” means the arrangement by which
local exchange carriers compensate each other for like services
used in the termination of local calls between the customers of
the two carriers.

21. “Resale of local service” means the purchase by a local
exchange carrier from another local exchange carrier a local
exchange service provisioned directly to an end-user customer
and rebrands it as its own service.

22. “Total Service Long Run Incremental Cost” or “TSLRIC” is as
defined in R14-2-1102(17).

23. “White Pages Listings” means customer name, address, and
telephone number listings in the white pages Section of LEC
telephone directories.

24. “Yellow Pages Listings” means customer name, address, and
telephone number listings in the yellow pages Section of LEC
telephone directories.

of quality,

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Com-
mission (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301

(App. 1992)).

R14-2-1303. Points of Interconnection

A. Incumbent LECs and NELECs shall, by mutual agreement,
arrange for the points of interconnection of their respective
networks.

B. Each company interconnecting pursuant to the provisions of
this Section shall be responsible for building and maintaining
its own facilities to the point of interconnection. Companies
are free to negotiate points of interconnection that involve the
recurring and non-recurring compensation by one carrier for
the transport facilities of another carrier.

C. Each company interconnecting pursuant to the provisions of
this Section shall be responsible for the traffic that originates
on its network up to the point of interconnection, and for the

terminating traffic handed off at the point of interconnection to
the call’s destination.

D. Should the companies negotiating interconnection arrange-
ments not be able to agree upon the points of interconnection,
written notice to that effect shall be made to the Commission
Staff by the carrier responding to the interconnection request.
The notice shall contain a detailed description of the request
itself and why interconnection at the point requested is not fea-
sible.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Com-
mission (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1304. Reciprocal Compensation

A. Local and EAS traffic shall be terminated by the LECs over
the interconnection facilities described in R14-2-1303 on the
basis of mutual traffic exchange, for a period of 24 months
from the effective date of Commission approval of the first
interconnection agreement pursuant to R14-2-1506.

B. Any charges for the underlying transport facilities between the
carriers shall be limited to the construction and maintenance
charges specified in R14-2-1303.

C. Notwithstanding the provisions of subsection (A), compensa-
tion arrangements may be made by mutual agreement between
companies.

D. If incumbent local exchange carriers and new entrant local
exchange carriers do not arrive at compensation arrangements
for local call termination by mutual agreement, they shall each
file tariffs proposing permanent compensation mechanisms for
terminating local calls within 18 months of the effective date
of Commission approval of the first interconnection agreement
pursuant to R14-2-1506. This Commission has expressed a
preference for flat rate local calling and therefore those tariffs
shall not contain usage-sensitive call termination charges,
unless otherwise approved by the Commission.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Com-
mission (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1305. Local and Toll Rating Centers

A. The incumbent LEC’s local calling areas and existing EAS
boundaries will be utilized for the purpose of classifying traf-
fic as local, EAS, or toll for purposes of intercompany com-
pensation.

B. Al LECs will use central office codes with rate centers match-
ing the incumbent LEC’s rate centers.

C. All LECs shall be assigned the necessary central office codes
for rate purposes.
Until a central office code administrator is designated by the
Federal Communications Commission to replace US West
Communications, Inc., central office codes will be assigned to
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LECs, at no charge, in accordance with the industry’s central
office code assignment guidelines.

E. No LEC may charge another LEC for changes to switch rout-
ing software necessitated by the creation, assignment, or reas-
signment of NPA or central office codes.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Com-
mission (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301

(App. 1992)).

R14-2-1306. Access to Databases and other Network Func-

tions

A. All LEGCs, including new and incumbent LECs, are required to
provide nondiscriminatory access to all necessary network
functions, databases, and service components required to pro-
vide competitive local exchange services. These elements
include, but are not limited to, directory assistance database
listings, white page listings, yellow page listings, 800 LIDB
and AIN databases, CMDS hosting, Busy Line Verification
and Busy Line Interrupt operator services, distribution of tele-
phone directories, inclusion of NELEC information in the Call
Guide Section of the directory, and E-911.

B. Access to additional network functions, databases, and service
components may be required from time to time by order of the
Commission. This provision does not preclude the incumbent
LEC and NELECs from negotiating voluntary arrangements
for access to additional network functions, databases, or ser-
vice components so long as the contracts for the voluntary
arrangements are filed with the Commission and such access is
made available to all other NELECs, upon request, under non-
discriminatory terms and conditions, including price.

C. Incumbent LECs shall provide access that is at least equal in
type, quality, and price to that provided to themselves, to any
affiliate, from any affiliate, or to another incumbent LEC.

D. LECs shall make available the call setup signaling resources
and information necessary for setting up local and interex-
change connections, including the use of signaling protocols
used in the querying of data bases such as 800 and LIDB.
LECs shall be prohibited from interfering with the transmis-
sion of signaling information between customers and network
operators. LECs and NELECs shall have a duty to correct
errors, support network management in a way that promotes
network integrity, and prevent fraudulent use of a LEC’s net-
work.

E. All LECs and NELECs shall cooperate in the development of
a process to handle intercompany service ordering, provision-
ing, and billing, and, repair service referrals.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Com-
mission (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1307. Unbundling

A. Local exchange carriers with less than 200,000 access lines
shall be exempt from the unbundling requirements in these
rules. Such exemption shall expire upon the receipt of a bona
fide request from a certificated local exchange carrier for an
unbundled facility, or if a carrier voluntarily chooses to offer
unbundled services.

B. The local exchange carrier’s network facilities or services
which are determined to be essential shall be provided on
terms and under conditions that are equivalent to the terms and
conditions under which a local exchange carrier provides such
essential facilities or services to itself in the provision of the
local exchange carrier’s services. The pricing of essential
facilities or services shall be pursuant to R14-2-1310 on pric-
ing.

C. The following local exchange carrier network capabilities are
classified as essential facilities or services:

Termination of local calls,

Termination of long distance calls,

Interconnection with E911 and 911 services,

Access to numbering resources,

Dedicated channel network access connections, and

. Unbundled loops.

D. Incumbent local exchange carriers shall make essential facili-
ties or services available for purchase and use pursuant to
negotiated agreements or an approved statement of terms and
conditions which shall be filed with the Commission.

E. The following guidelines apply when a certificated telecom-
munications company makes a bona fide request of an incum-
bent local exchange carrier to unbundle any network facility or
service capability not identified in subsection (C) or when a
certificated telecommunications company makes a bona fide
request to a NELEC that is the sole owner of essential facilities
in the geographic area to unbundle any network facility or ser-
vice capability. The request shall specify whether the network
facility or service is considered by the requesting company to
be essential.

1. For the 12 months following the effective date of these
rules, the local exchange carrier shall respond to any such
request in writing within 120 days. Thereafter, the local
exchange carrier shall respond to any such request in
writing within 90 days.

2. The response to an unbundling request shall clearly state
whether the LEC or NELEC intends to provide the net-
work facility or service on an unbundled basis and, if
requested, whether it will be offered as an essential facil-
ity or service. If the LEC or NELEC does not intend to
provide the requested network facility or service, the
response shall state the basis for such refusal.

3. Ifthe local exchange carrier or NELEC agrees to provide
the network facility or service on an unbundled basis, the
facility or service shall be provided pursuant to negoti-
ated agreements or an approved statement of terms and
conditions which shall be filed with the Commission.

4. If the local exchange carrier or NELEC asserts that
unbundling the network facility or service is not techni-
cally feasible, notice to that effect shall be made to the
requesting party and to the Commission.

oUW~

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Com-
mission (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
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v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1308. Number Portability

A. Alllocal exchange carriers shall make local number portability
available to facilitate the ability of a customer to switch
between authorized local exchange carriers within a given
wire center without changing their telephone number and
without impairment of quality, functionality, reliability, or con-
venience of use. Implementation of local number portability or
other forms of local number portability shall be based on a
technically and economically feasible solution that meets the
needs of Arizona consumers and carriers in a competitively
neutral manner.

B. Anincumbent local exchange carrier serving less than 200,000
access lines will not be required to implement local number
portability solutions absent the certification and commitment
by a new entrant local exchange carrier to provide service on a
facilities basis in the incumbent’s service territory.

C. Until such time as local number portability becomes available
through database technology, local exchange carriers shall pro-
vide interim local number portability pursuant to negotiated
agreements or an approved statement of terms and conditions,
which shall be filed with the Commission, and shall in addi-
tion comply with such other or additional requirements as may
be adopted by the Commission.

D. All telecommunication providers who terminate traffic into an
exchange, or exchanges, in which the local number portability
database solution has been implemented shall utilize the data-
base solution to ensure efficient and appropriate routing of
traffic to Arizona customers.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Com-
mission (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1309. Cost Methodology

TSLRIC is the cost standard to be employed by the incumbent local
exchange carrier in conducting the cost studies that establish the
underlying cost of local exchange carrier services including unbun-
dled essential facilities and services.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Com-
mission (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1310. Pricing
A. Pricing of Basic Communication Services.

1. The incumbent local exchange carrier shall provide the
Commission with price floor calculations for local
exchange and long distance services to ensure the avoid-
ance of anti-competitive pricing practices. A NELEC can
price below an incumbent LEC’s TSLRIC price.

2. Whenever the incumbent local exchange carrier intro-
duces a new local exchange service or long distance ser-
vice, or proposes to change the rate for an existing local
exchange service or long distance service, the local
exchange carrier shall provide to the Commission infor-
mation that demonstrates that the proposed rate equals or
exceeds a price floor calculation for that service using an
imputation test described in subsection (C).

B. Pricing of Interconnection Services by Local Exchange Pro-
viders.

1. Incumbent local exchange carriers shall establish the
price of each interconnection service, including access to
databases and other network functions as described in
R14-2-1306, at a level equivalent to its TSLRIC-derived
costs which may include an assignment of verifiable indi-
rect costs or a 10% addition for indirect costs to the TSL-
RIC direct costs at the choice of the incumbent LEC.

2. Interim number portability shall be provided by the
incumbent local exchange carrier at a price equal to TSL-
RIC. Any compensation which would otherwise have
been received had a local or EAS call to a forwarded
number been terminated directly to a customer’s chosen
carrier, should be passed through from the carrier from
whose network the forwarded number is assigned, to the
customer’s chosen carrier to whose network the number
is forwarded.

C. Imputation

1. An incumbent local exchange carrier shall recover in the
retail price of each telecommunications service offered
by the company the TSLRIC of all nonessential, and the
imputed prices of all essential services, facilities, compo-
nents, functions, or capabilities that are utilized to provi-
sion such telecommunications service, whether such
service is offered pursuant to tariff or private contract.

2. Imputation requirements of this Section shall be applied
in a manner that will permit a carrier providing a service
to a customer that is or that becomes eligible for universal
service support by order of the Commission to provide
such retail service at a price that is net of any Commis-
sion-ordered universal service support funding, pursuant
to the provisions of the Arizona Universal Service Fund
rules.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Com-
mission (Supp. 96-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1311. Waivers

The Commission may consider variations or exemptions from the
terms or requirements of any of the rules included herein (14
A.A.C. 2, Article 13) upon application of an affected party. The
application must set forth the reasons why the public interest will be
served by the variation or exemption from the Commission rules.
Any variation or exemption granted shall require an order of the
Commission. Where a conflict exists between these rules and an
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approved tariff or order of the Commission, the provision of the
approved tariff or order of the Commission shall apply.

Historical Note
Adopted effective September 6, 1996, under an exemp-
tion as determined by the Arizona Corporation Com-
mission (Supp. 96-3).

ARTICLE 14. EMERGENCY EXPIRED

R14-2-1401. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995,
effective for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 95-4). Emergency
expired.

R14-2-1402. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995,
effective for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 95-4). Emergency
expired.

R14-2-1403. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995,
effective for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 95-4). Emergency
expired.

R14-2-1404. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995,
effective for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 95-4). Emergency
expired.

R14-2-1405. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995,
effective for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 95-4). Emergency
expired.

R14-2-1406. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995,
effective for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 95-4). Emergency
expired.

R14-2-1407. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995,
effective for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-

poration Commission (Supp. 95-4). Emergency
expired.

R14-2-1408. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995,
effective for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 95-4). Emergency
expired.

R14-2-1409. Emergency Expired

Historical Note
Emergency rule adopted effective December 22, 1995,
effective for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 95-4). Emergency
expired.

Editor’s Note: The Arizona Corporation Commission has
determined that the following Article is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

ARTICLE 15. ARBITRATION AND MEDIATION

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301

(App. 1992)).

R14-2-1501. Application of Rules

These rules govern procedures mandated by the Telecommunica-
tions Act of 1996, 47 U.S.C. 252, regarding the mediation, arbitra-
tion, review, and approval of interconnection agreements.

Historical Note
Emergency rule adopted effective July 23, 1996, effec-
tive for a maximum of 180 days, under a court-ordered
exemption as determined by the Arizona Corporation
Commission; filed with the Office of the Secretary of
State July 15, 1996 (Supp. 96-3). Emergency expired.
Emergency rule adopted again effective January 17,
1997, for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 97-1). Emergency
expired. New Section adopted effective August 27,
1997, under an exemption as determined by the Ari-
zona Corporation Commission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301

(App. 1992)).

R14-2-1502. Definitions

A. ““Arbitration” means an alternative dispute resolution process
in which the Arizona Corporation Commission decides the
matter in dispute after the parties have had an opportunity to
present their respective positions.

B. “Arizona Corporation Commission” or “Commission” means
the regulatory agency of the state of Arizona that has jurisdic-
tion over public service corporations operating in Arizona.
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C. “Duty to Negotiate in Good Faith” means that parties meet and
confer at reasonable times and places with minds open to per-
suasion and with an eye toward reaching agreement on manda-
tory subjects of bargaining.

D. “Interconnection Agreement” means a formal agreement
between any telecommunications carriers providing or intend-
ing to provide telecommunications services in Arizona, setting
forth the particular terms and conditions under which intercon-
nection and resale services, as appropriate, will be provided.

E. “Mediation” means a voluntary alternative dispute resolution
process in which a neutral third party assists the parties in
reaching their own settlement. The mediator does not have the
power to impose a resolution. The role of the mediator and the
goal of the process is to help the parties achieve their own res-
olution.

F. “Petition for arbitration” means the petition requesting arbitra-
tion of issues unresolved in the negotiation of an interconnec-
tion agreement.

“Petitioner” means the party to the negotiation that files the
petition for arbitration with the Commission.

H. “Request for negotiation” means a formal request made by any
telecommunications carrier providing or intending to provide
telecommunications services in Arizona to another telecom-
munications carrier to negotiate an interconnection agreement.

I.  “Respondent” or “responding party” means the nonpetitioning
party to the request for arbitration.

Historical Note
Emergency rule adopted effective July 23, 1996, effec-
tive for a maximum of 180 days, under a court-ordered
exemption as determined by the Arizona Corporation
Commission; filed with the Office of the Secretary of
State July 15, 1996 (Supp. 96-3). Emergency expired.
Emergency rule adopted again effective January 17,
1997, for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 97-1). Emergency
expired. New Section adopted effective August 27,
1997, under an exemption as determined by the Ari-
zona Corporation Commission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301

(App. 1992)).

R14-2-1503. Negotiation

A telecommunications carrier initiating a request to negotiate shall
notify the Commission when a request for negotiation has been
made pursuant to 47 U.S.C. 252. The notification shall include the
names of the negotiating parties and the date of the request. The
notification shall be served on all parties to the negotiation.

Historical Note
Emergency rule adopted effective July 23, 1996, effec-
tive for a maximum of 180 days, under a court-ordered
exemption as determined by the Arizona Corporation
Commission; filed with the Office of the Secretary of
State July 15, 1996 (Supp. 96-3). Emergency expired.
Emergency rule adopted again effective January 17,
1997, for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 97-1). Emergency
expired. New Section adopted effective August 27,
1997, under an exemption as determined by the Ari-
zona Corporation Commission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301

(App. 1992)).

R14-2-1504. Mediation

A. Any party negotiating an agreement under 47 U.S.C. 252 may,
at any point in the negotiation, ask the Commission to partici-
pate in the negotiation and to mediate any differences arising
in the course of the negotiation.

B. If a party requests mediation by the Commission, a non-Hear-
ing Division employee of the Commission will be appointed to
act as mediator.

C. A request for mediation shall contain a brief statement of the
nature of the dispute and the names, addresses, and telephone
and telefax numbers of the parties or their representatives.
Copies of the request shall be served on all parties to the nego-
tiation.

D. The mediator shall have discretion to regulate the course of the
mediation, including scheduling of mediation sessions, in con-
sultation with the parties. The following general procedures
apply:
1. The mediator will not impose a settlement but can offer

proposals for settlement;

2. The mediator may meet individually with the parties or
attorneys during mediation;

3. Only the parties to the negotiation may attend the media-
tion session or sessions, unless all parties consent to the
presence of others;

4. Parties shall provide the mediator with a brief statement
of position and relevant background information prior to
the first mediation session. The mediator may ask for this
information to be supplemented;

5. The mediator will not provide legal advice to the parties,
nor will any mediator’s statements as to law or policy be
binding on the Commission, unless later adopted by the
Commission;

6. The mediation process is confidential, to the extent per-
mitted by law. No stenographic record will be kept.

E. All parties participating in a requested Commission mediation
have a duty to negotiate in good faith. The mediator may ter-
minate the mediation if it appears that the likelihood of agree-
ment is remote or if a party is not participating in good faith, or
for other good cause. Ordinarily, a mediation should not be ter-
minated prior to the completion of at least one mediation ses-
sion.

Historical Note
Emergency rule adopted effective July 23, 1996, effec-
tive for a maximum of 180 days, under a court-ordered
exemption as determined by the Arizona Corporation
Commission; filed with the Office of the Secretary of
State July 15, 1996 (Supp. 96-3). Emergency expired.
Emergency rule adopted again effective January 17,
1997, for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 97-1). Emergency
expired. New Section adopted effective August 27,
1997, under an exemption as determined by the Ari-
zona Corporation Commission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
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(App. 1992)).

R14-2-1505. Arbitration
A. Filing and Service of a Petition for Arbitration.

1. During the period from the 135th to the 160th day (inclu-
sive) after the date on which an incumbent local exchange
carrier receives a request for negotiation under 47 U.S.C.
252(b)(1), any party to the negotiation may petition the
Arizona Corporation Commission to arbitrate any open
issues. The petition shall request arbitration of all issues
which are unresolved at the time the petition is filed. Par-
ties may continue to negotiate or otherwise resolve the
disputed issues after arbitration is requested. The pen-
dency of a mediation shall not bar a party from petition-
ing the Commission for arbitration.

2. An original and 10 copies of a petition for arbitration
shall be filed with the Commission. The petitioner shall
deliver to the respondent a complete copy of the petition
and all accompanying documentation on the same day
that the petition is filed with the Commission.

B. Contents of Petition and Documentation.

1. A petition for arbitration shall clearly set forth the date
upon which the original request for negotiation was
received and the dates 135 days, 160 days, and nine
months thereafter.

2. A petition for arbitration shall be accompanied by all rel-
evant documentation concerning the unresolved issues,
the position of each of the parties with respect to those
issues, and any other issue discussed and resolved by the
parties. Relevant documentation includes, but is not lim-
ited to, the following:

a. A brief or other written statement addressing the dis-
puted issues. The brief should address, in addition to
any other matters, how the parties’ positions and any
conditions requested meet or fail to meet the require-
ments of 47 U.S.C. 251; any applicable Federal
Communication Commission regulations; and any
applicable regulation, order, or policy of this Com-
mission.

b.  Where prices are in dispute, the petitioner shall sub-
mit its proposed rates or charges and related support-
ing materials.

c. Any conditions which petitioner requests be
imposed.

d. A proposed schedule for implementation of the
terms and conditions of the agreement.

e. The petition may include a recommendation as to
any information which should be requested from the
parties by the arbitrator pursuant to 47 U.S.C.
252(b)(4)(B). The recommendation should state
why the information is necessary for the arbitrator to
reach a decision on the unresolved issues.

f. A proposed interconnection agreement.

g.  Any other documents relevant to the dispute, includ-
ing copies of all documents in their possession or
control on which they rely in support of their posi-
tions or which they intend to present at the arbitra-
tion.

Opportunity to Respond. The respondent may respond to the

petition for arbitration within 25 days of the filing of the peti-

tion. The respondent shall respond to all the specific issues
raised in the petition for arbitration.

Confidentiality. Petitions, responses, accompanying material,

and any documents provided to the Commission pursuant to a

request under 47 U.S.C. 252(b)(4)(B) may be subject to the

Arizona public disclosure law. However, a petition or response
may include a request for issuance of a protective order.
Discovery.

1. Parties must cooperate in good faith in the voluntary,
prompt, and informal exchange of all documents and
other information relevant to the disputed issues, subject
to claims of privilege or confidentiality. Parties must
exchange copies of all documents relevant to the dispute,
including those on which they rely in support of their
position or which they intend to present at the arbitration.

2. At the time of filing of a petition for arbitration, or a
response, the petitioner may file discovery requests on
the responding party, with an information copy provided
to the arbitrator.

3. Discovery requests not responded to may be submitted to
the arbitrator, with a request that the arbitrator order the
discovery, pursuant to 47 U.S.C. 252(b)(4)(B). The
request should include an explanation of why the infor-
mation is necessary to reach a decision on the unresolved
issues.

4. Failure to cooperate in discovery may be considered as a
failure to negotiate in good faith.

Appointment and Authority of Arbitrator.

1. Arbitrations will be conducted by Commission Hearing
Officers.

2. The arbitrator will exercise all authority necessary to con-
duct the arbitration, subject to the provisions of these
rules.

3. The arbitrator may, in the arbitrator’s discretion and to the
extent practical, consolidate proceedings under 47 U.S.C.
252 in order to reduce administrative burdens on telecom-
munications carriers, other parties to the proceedings, and
the Commission.

4. The arbitrator may request the assistance of members of
the Commission staff in reviewing the petition and
accompanying materials, to the extent such staff members
have not acted as mediator with respect to the same inter-
connection agreement between the same parties.

5. The arbitrator will be authorized to recommend to the
Commission a resolution of the disputed issues and any
appropriate conditions to be imposed in the form of a
Recommended Opinion and Order. The Commission will
issue a final decision not later than nine months after the
date on which the local exchange carrier received the
request to negotiate.

Arbitration Proceeding. Arbitration allows an opportunity for

parties to present their positions. However, arbitration does not

require sworn testimony or cross-examination of witnesses.

Arbitration proceedings will be conducted pursuant to proce-

dures established by the Hearing Officer.

Fees and Costs. Each party shall be responsible for bearing its

own fees and costs.

Any person wishing to comment on the Recommended Opin-

ion and Order may do so by filing written comments with the

Commission prior to the Commission’s final decision.

Historical Note
Emergency rule adopted effective July 23, 1996, effec-
tive for a maximum of 180 days, under a court-ordered
exemption as determined by the Arizona Corporation
Commission; filed with the Office of the Secretary of
State July 15, 1996 (Supp. 96-3). Emergency expired.
Emergency rule adopted again effective January 17,
1997, for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 97-1). Emergency
expired. New Section adopted effective August 27,
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1997, under an exemption as determined by the Ari-
zona Corporation Commission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301

(App. 1992)).

R14-2-1506. Filing and Service of Request for Approval of

Interconnection Agreement

A. An interconnection agreement shall be submitted to the Com-
mission for approval under 47 U.S.C. 252(e) within 30 calen-
dar days of the issuance of the Commission’s final decision on
the petition for arbitration, in the case of arbitrated agree-
ments, or, in the case of negotiated agreements, within 30 cal-
endar days of the execution of the agreement. The 30-day
deadline may be extended by the Commission for good cause.

B. An original and 10 copies of requests for approval shall be
filed with the Docket Control section of the Commission. Any
party to the agreement may submit a request for approval.
Unless filed jointly by all parties, the request for approval and
any accompanying materials should be served on the other sig-
natories on the day of the filing.

C. A request for approval shall include the documentation set out
in this subsection. The materials can be filed jointly or sepa-
rately by the parties to the agreement but should all be filed by
the 30-day deadline set out in subsection (A).

1. Negotiated Agreements. The following documentation
must be filed:

a. A complete copy of the signed agreement, including
any attachments or appendices.

b. A brief or memorandum summarizing the main pro-
visions of the agreement, setting forth the party’s
position as to why the agreement should be adopted,
including a statement as to why the agreement does
not discriminate against nonparty telecommunica-
tions carriers, is consistent with the public interest,
convenience, and necessity, and is consistent with
applicable state law requirements.

2. Arbitrated Agreements. The following documentation
must be filed:

a. A complete copy of the signed agreement, including
any attachments or appendices.

b. A brief or memorandum summarizing the main pro-
visions of the agreement, setting forth the party’s
position as to why the agreement should or should
not be adopted, in whole or in part, and a statement
explaining how the agreement, in whole or in part,
meets or does not meet each of the applicable spe-
cific requirements of 47 U.S.C. 251, including any
applicable Federal Communications Commission
regulations.

c. Complete and specific information to enable the
Commission to make the determinations required by
47 U.S.C. 252(d).

d. A party may file a statement with the signed inter-
connection agreement, indicating that it has exe-
cuted the agreement under protest and does not
waive its right to appeal specified provisions of the
agreement that were mandated by Order of the Com-
mission.

3. Combination Agreements (Arbitrated/Negotiated). Any
agreement containing both arbitrated and negotiated pro-
visions shall include the foregoing materials as appropri-
ate, depending on whether a provision is negotiated or

arbitrated. The memorandum should clearly identify
which provisions were negotiated and which were arbi-
trated.

D. Any filing not containing the required materials will be
rejected and must be refiled when complete. The statutory
timelines will not begin to run until a request has been prop-
erly filed.

E. Agreements containing both arbitrated and negotiated provi-
sions will be subject to the 30-day deadline specified in 47
U.S.C. 252(e)(4).

Historical Note
Emergency rule adopted effective July 23, 1996, effec-
tive for a maximum of 180 days, under a court-ordered
exemption as determined by the Arizona Corporation
Commission; filed with the Office of the Secretary of
State July 15, 1996 (Supp. 96-3). Emergency expired.
Emergency rule adopted again effective January 17,
1997, for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 97-1). Emergency
expired. New Section adopted effective August 27,
1997, under an exemption as determined by the Ari-
zona Corporation Commission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301

(App. 1992)).

R14-2-1507. Approval Procedure

A. Unless otherwise ordered by the Commission, a hearing will
not be held for a request for approval of an interconnection
agreement.

B. The Commission will enter an order approving or rejecting the
interconnection agreement within 30 days of request for
approval of arbitrated agreements and agreements containing
both arbitrated and negotiated provisions, or within 90 days of
request for approval of negotiated agreements, with written
findings as to any deficiencies.

Historical Note
Emergency rule adopted effective July 23, 1996, effec-
tive for a maximum of 180 days, under a court-ordered
exemption as determined by the Arizona Corporation
Commission; filed with the Office of the Secretary of
State July 15, 1996 (Supp. 96-3). Emergency expired.
Emergency rule adopted again effective January 17,
1997, for a maximum of 180 days, under a court-
ordered exemption as determined by the Arizona Cor-
poration Commission (Supp. 97-1). Emergency
expired. New Section adopted effective August 27,
1997, under an exemption as determined by the Ari-
zona Corporation Commission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301

(App. 1992)).

R14-2-1508. Amendments

Any amendments to an interconnection agreement shall be filed
with the Commission and, if not rejected by the Commission within
30 days of filing, such amended agreements will become effective.
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1. For negotiated amendments, including amendments
resolved by Commission or private mediation, Commis-
sion rejection shall be limited to discrimination against
nonparty telecommunications carriers, lack of consis-
tency with the public interest, convenience, and necessity,
or lack of consistency with applicable state law require-
ments.

2. For amendments resolved through arbitration, whether by
the Commission or private arbitrator, Commission rejec-
tion shall be limited to failure to meet any of the applica-
ble specific requirements of 47 U.S.C. 251, including any
applicable Federal Communications Commission regula-
tions.

Historical Note
Adopted effective August 27, 1997, under an exemp-
tion as determined by the Arizona Corporation Com-
mission (Supp. 97-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1509. Replacement or Subsequent Interconnection
Agreements

Replacement or subsequent interconnection agreements are subject
to the provisions of this Article.

Historical Note
Adopted effective August 27, 1997, under an exemp-
tion as determined by the Arizona Corporation Com-
mission (Supp. 97-3).

ARTICLE 16. RETAIL ELECTRIC COMPETITION

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1601. Definitions
In this Article, unless the context otherwise requires:

1. “Affected Utilities” means the following public service
corporations providing electric service:

Tucson Electric Power Company, Arizona Public
Service Company, Citizens Ultilities Company, Ari-
zona Electric Power Cooperative, Trico Electric
Cooperative, Duncan Valley Electric Cooperative,
Graham County Electric Cooperative, Mohave Elec-
tric Cooperative, Sulphur Springs Valley Electric
Cooperative, Navopache Electric Cooperative, Ajo
Improvement Company, and Morenci Water and
Electric Company.

2. “Aggregation” means the combination and consolidation
of loads of multiple customers.

3.  “Aggregator” means an Electric Service Provider that, as
part of its business, combines retail electric customers
into a purchasing group.

4. “Ancillary Services” means those services designated as
ancillary services in Federal Energy Regulatory Commis-
sion Order 888, including the services necessary to sup-
port the transmission of electricity from resource to load
while maintaining reliable operation of the transmission
system in accordance with good utility practice.

5.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

“Bundled Service” means electric service provided as a
package to the consumer including all generation, trans-
mission, distribution, ancillary and other services neces-
sary to deliver and measure useful electric energy and
power to consumers.

“Competition Transition Charge” (CTC) is a means of
recovering Stranded Costs.

“Competitive Services” means all aspects of retail elec-
tric service except those services specifically defined as
“Noncompetitive Services” pursuant to R14-2-1601(29)
or noncompetitive services as defined by the Federal
Energy Regulatory Commission.

“Consumer Education” is the provision of impartial infor-
mation to consumers about competition or Competitive
and Noncompetitive Services and is distinct from adver-
tising and marketing.

“Control Area Operator” is the operator of an electric sys-
tem or systems, bounded by interconnection metering and
telemetry, capable of controlling generation to maintain
its interchange schedule with other such systems and con-
tributing to frequency regulation of the interconnection.
“Current Transformer” (CT) is an electrical device used
in conjunction with an electric meter to provide a mea-
surement of energy consumption for metering purposes.
“Delinquent Accounts” means customer accounts with
outstanding past-due payment obligations that remain
unpaid after the due date.

“Direct Access Service Request” (DASR) means a form
that contains all necessary billing and metering informa-
tion to allow customers to switch electric service provid-
ers. This form must be submitted to the Utility
Distribution Company by the customer’s Electric Service
Provider.

“Distribution Primary Voltage” is voltage as defined
under the Affected Utility’s Federal Energy Regulatory
Commission (FERC) Open Access Transmission Tariff,
except for Meter Service Providers, for which Distribu-
tion Primary Voltage is voltage at or above 600 volts
(600V) through and including 25 kilovolts (25 kV).
“Distribution Service” means the delivery of electricity to
a retail consumer through wires, transformers, and other
devices that are not classified as transmission services
subject to the jurisdiction of the Federal Energy Regula-
tory Commission; Distribution Service excludes Meter-
ing Services, Meter Reading Services, and billing and
collection services, as those terms are used herein.
“Electric Service Provider” (ESP) means a company sup-
plying, marketing, or brokering at retail any Competitive
Services pursuant to a Certificate of Convenience and
Necessity.

“Electric Service Provider Service Acquisition Agree-
ment” or “Service Acquisition Agreement” means a con-
tract between an Electric Service Provider and a Utility
Distribution Company to deliver power to retail end users
or between an Electric Service Provider and a Scheduling
Coordinator to schedule transmission service.

“Electronic Data Interchange” (EDI) is the computer-to-
computer electronic exchange of business documents
using standard formats which are recognized both nation-
ally and internationally.

“Generation” means the production of electric power or
contract rights to the receipt of wholesale electric power.
“Green Pricing” means a program offered by an Electric
Service Provider where customers elect to pay a rate pre-
mium for renewable generated electricity.
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20. “Independent Scheduling Administrator” (ISA) is an cated area whose annual usage is 100,000 kWh or less

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

33.

34.

entity, independent of transmission-owning organiza-
tions, intended to facilitate nondiscriminatory retail direct
access using the transmission system in Arizona.
“Independent System Operator” (ISO) is an independent
organization whose objective is to provide nondiscrimi-
natory and open transmission access to the interconnected
transmission grid under its jurisdiction, in accordance
with the Federal Energy Regulatory Commission princi-
ples of independent system operation.

“Load Profiling” is a process of estimating a customer’s
hourly energy consumption based on measurements of
similar customers.

“Load-Serving Entity” means an Electric Service Pro-
vider, Affected Utility, or Utility Distribution Company,
excluding a Meter Service Provider, and Meter Reading
Service Provider.

“Meter Reading Service” means all functions related to
the collection and storage of consumption data.

“Meter Reading Service Provider” (MRSP) means an
entity providing Meter Reading Service, as that term is
defined herein and that reads meters, performs validation,
editing, and estimation on raw meter data to create bill-
ing-ready meter data; translates billing-ready data to an
approved format; posts this data to a server for retrieval
by billing agents; manages the server; exchanges data
with market participants; and stores meter data for prob-
lem resolution.

“Meter Service Provider” (MSP) means an entity provid-
ing Metering Service, as that term is defined herein.
“Metering and Metering Service” means all functions
related to measuring electricity consumption.

“Must-Run Generating Units” are those local generating
units that are required to run to maintain distribution sys-
tem reliability and to meet load requirements in times of
congestion on certain portions of the interconnected
transmission grid.

“Net Metering” or “Net Billing” is a method by which
customers can use electricity from customer-sited solar
electric generators to offset electricity purchased from an
Electric Service Provider. The customer only pays for the
“Net” electricity purchased.

“Noncompetitive Services” means Distribution Service,
Standard Offer Service, transmission, and any ancillary
services deemed to be non-competitive by the Federal
Energy Regulatory Commission, Must-Run Generating
Units services, provision of customer demand and energy
data by an Affected Utility or Utility Distribution Com-
pany to Electric Service Providers, and those aspects of
Metering Service set forth in R14-2-1612(K).

“OASIS” is Open Access Same-Time Information Sys-
tem, which is an electronic bulletin board where trans-
mission-related information is posted for all interested
parties to access via the Internet to enable parties to
engage in transmission transactions.

“Operating Reserve” means the generation capability
above firm system demand used to provide for regulation,
load forecasting error, equipment forced and scheduled
outages, and local area protection to provide system reli-
ability.

“Potential Transformer (PT)/Voltage Transformer (VT)”
is an electrical device used to step down primary voltages
to 120V for metering purposes.

“Provider of Last Resort” means a provider of Standard
Offer Service to customers within the provider’s certifi-

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

and who are not buying Competitive Services.
“Public Power Entity” incorporates by reference the defi-
nition set forth in A.R.S. § 30-801.16.
“Retail Electric Customer” means the person or entity in
whose name service is rendered.
“Scheduling Coordinator” means an entity that provides
schedules for power transactions over transmission or
distribution systems to the party responsible for the oper-
ation and control of the transmission grid, such as a Con-
trol Area Operator, Arizona Independent Scheduling
Administrator, or Independent System Operator.
“Self-Aggregation” is the action of a retail electric cus-
tomer that combines its own metered loads into a single
purchase block.
“Standard Offer Service” means Bundled Service offered
by the Affected Utility or Utility Distribution Company
to all consumers in the Affected Utility’s or Utility Distri-
bution Company’s service territory at regulated rates
including metering, meter reading, billing and collection
services, demand side management services including but
not limited to time-of-use, and consumer information ser-
vices. All components of Standard Offer Service shall be
deemed noncompetitive as long as those components are
provided in a bundled transaction under R14-2-1606(A).

“Stranded Cost” includes:

a.  The verifiable net difference between:

i.  The net original cost of all the prudent jurisdic-
tional assets and obligations necessary to fur-
nish electricity (such as generating plants,
purchased power contracts, fuel contracts, and
regulatory assets), acquired or entered into
prior to December 26, 1996, under traditional
regulation of Affected Utilities; and

ii. The market value of those assets and obliga-
tions directly attributable to the introduction of
competition under this Article;

b. Reasonable costs necessarily incurred by an
Affected Utility to effectuate divestiture of its gener-
ation assets;

c. Reasonable employee severance and retraining costs
necessitated by electric competition, where not oth-
erwise provided; and

d.  Other transition and restructuring costs as approved
by the Commission as part of the Affected Utility’s
Stranded Cost determination under R14-2-1607.

“System Benefits” means Commission-approved utility
low income, demand side management, Consumer Edu-
cation, environmental, renewables, long-term public ben-
efit research and development, and nuclear fuel disposal
and nuclear power plant decommissioning programs, and
other programs that may be approved by the Commission
from time to time.

“Transmission Primary Voltage” is voltage above 25 kV

as it relates to metering transformers.

“Transmission Service” refers to the transmission of elec-

tricity to retail electric customers or to electric distribu-

tion facilities and that is so classified by the Federal

Energy Regulatory Commission or, to the extent permit-

ted by law, so classified by the Arizona Corporation

Commission.

“Unbundled Service” means electric service elements

provided and priced separately, including, but not limited

to, such service elements as generation, transmission, dis-
tribution, Must Run Generation, metering, meter reading,
billing and collection, and ancillary services. Unbundled
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Service may be sold to consumers or to other Electric
Service Providers.

45. “Universal Node Identifier” is a unique, permanent, iden-
tification number assigned to each service delivery point.

46. “Utility Distribution Company” (UDC) means the elec-
tric utility entity regulated by the Commission that oper-
ates, constructs, and maintains the distribution system for
the delivery of power to the end user point of delivery on
the distribution system.

47. “Utility Industry Group” (UIG) refers to a utility industry
association that establishes national standards for data
formats.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Amended by an emergency
action effective August 10, 1998, pursuant to A.R.S. §
41-1026, in effect for a maximum of 180 days (Supp.
98-3). Emergency amendment replaced by exempt per-
manent amendment effective December 31, 1998
(Supp. 98-4). Amended by exempt rulemaking at 5
A.A.R. 3933, effective September 24, 1999 (Supp. 99-
3). Amended by exempt rulemaking at 6 A.A.R. 4180,
effective October 13, 2000 (Supp. 00-4). Amended by
exempt rulemaking at 7 A.A.R. 1661, effective March
30,2001 (Supp. 01-1).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1602. Commencement of Competition

A. An Affected Utility’s customers will be eligible for competi-
tive electric services, subject to the phase-in schedule in R14-
2-1604, on the date set by Commission Order in each Affected
Utility’s Stranded Cost and Unbundled Tariff proceeding.

B. An Affected Utility’s competitive electric affiliates or an affili-
ate of which it is a member shall not be permitted to offer
Competitive Services in any other Affected Utility’s service
territory until the Commission has ordered the service area of
the potential competitor’s aftiliated Affected Utility opened to
competition.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Section repealed; new Sec-
tion adopted by exempt rulemaking at 5 A.A.R. 3933,
effective September 24, 1999 (Supp. 99-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1603. Certificates of Convenience and Necessity

A. Any Electric Service Provider intending to supply Competitive
Services shall obtain a Certificate of Convenience and Neces-
sity from the Commission pursuant to this Article. An
Affected Utility need not apply for a Certificate of Conve-
nience and Necessity to continue to provide electric service in
its service area during the transition period set forth in R14-2-
1604. A Utility Distribution Company providing Standard

Offer Service, or services authorized in R14-2-1615, after Jan-

uary 1, 2001, need not apply for a Certificate of Convenience

and Necessity. All other Affected Utility affiliates created in
compliance with R14-2-1615(A) shall be required to apply for
appropriate Certificates of Convenience and Necessity.

Any company desiring such a Certificate of Convenience and

Necessity shall file with the Docket Control Center the

required number of copies of an application. In support of the

request for a Certificate of Convenience and Necessity, the fol-
lowing information must be provided:

1. A description of the electric services that the applicant
intends to offer;

2. The proper name and correct address of the applicant, and
a.  The full name of the owner if a sole proprietorship,
b.  The full name of each partner if a partnership,

c. A full list of officers and directors if a corporation,
or

d. A full list of the members if a limited liability corpo-
ration;

3. A tariff for each service to be provided that states the
maximum rate and terms and conditions that will apply to
the provision of the service;

4. A description of the applicant’s technical ability to obtain
and deliver electricity if appropriate and to provide any
other proposed services;

5. Documentation of the financial capability of the applicant
to provide the proposed services, including the most
recent income statement and balance sheet, the most
recent projected income statement, and other pertinent
financial information. Audited information shall be pro-
vided if available;

6. A description of the form of ownership (for example,
partnership, corporation);

7. For an applicant that is an affiliate of an Affected Utility,
a statement of whether the Affected Utility has complied
with the requirements of R14-2-1616, including the Com-
mission Decision approving the Code of Conduct, where
applicable; and

8. Such other information as the Commission or the staff
may request.

The applicant shall report in a timely manner during the appli-

cation process any changes in the information initially

reported to the Commission in the application for a Certificate
of Convenience and Necessity.

The applicant shall provide public notice of the application as

required by the Commission.

At the time of filing for a Certificate of Convenience and

Necessity, each applicant shall notify the Affected Utilities,

Utility Distribution Companies, or an electric utility not sub-

ject to the jurisdiction of the Arizona Corporation Commission

in whose service territories it wishes to offer service of the
application by providing a copy of the application to the

Affected Utilities, Utility Distribution Companies, or an elec-

tric utility not subject to the jurisdiction of the Arizona Corpo-

ration Commission. No later than 10 days after application is
filed, each applicant shall provide written notice to the Com-
mission, through Docket Control, that it has provided notifica-
tion to each of the respective Affected Utilities, Utility

Distribution Companies, or an electric utility not subject to the

jurisdiction of the Arizona Corporation Commission. The

attachment to the CC&N application should include a listing
of the names and addresses of the notified Affected Ultilities,

Utility Distribution Companies or an electric utility not subject

to the jurisdiction of the Arizona Corporation Commission.

The Commission may issue a Certificate of Convenience and

Necessity that is effective for a specified period of time if the
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applicant has limited or no experience in providing the retail

electric service that is being requested. An applicant receiving

such approval shall have the responsibility to apply for appro-
priate extensions.

The Commission may deny certification to any applicant who:

1. Does not provide the information required by this Article;

2. Does not possess adequate technical or financial capabili-
ties to provide the proposed services;

3. Seeks certification as a Load-Serving Entity and does not
have an Electric Service Provider Service Acquisition
Agreement with a Utility Distribution Company and
Scheduling Coordinator, if the applicant is not its own
Scheduling Coordinator;

4. Fails to provide a performance bond, if required;

5. Fails to demonstrate that its certification will serve the
public interest;

6. Seeks certification as a Load-Serving Entity and fails to
submit an executed Service Acquisition Agreement with
a Utility Distribution Company or a Scheduling Coordi-
nator for approval by the Director, Utilities Division,
prior to the offering of service to potential customers.
Agreements are to be filed with the Compliance Section,
Utilities Division.

A Request for approval of an executed Service Acquisition

Agreement may be included with an application for a Certifi-

cate of Convenience and Necessity. In all negotiations relative

to Service Acquisition Agreements, Affected Utilities or their
successor entities are required to negotiate in good faith.

Every Electric Service Provider obtaining a Certificate of Con-

venience and Necessity under this Article shall obtain certifi-

cation subject to the following conditions:

1. The Electric Service Provider shall comply with all Com-
mission rules, orders, and other requirements relevant to
the provision of electric service;

2. The Electric Service Provider shall maintain accounts and
records as required by the Commission;

3. The Electric Service Provider shall file with the Director,
Utilities Division, through the Compliance Section, all
financial and other reports that the Commission may
require and in a form and at such times as the Commis-
sion may designate;

4. The Electric Service Provider shall maintain on file with
the Commission all current tariffs and any service stan-
dards that the Commission shall require;

5. The Electric Service Provider shall cooperate with any
Commission investigation of customer complaints;

6. The Electric Service Provider shall obtain all necessary
permits and licenses, including relevant tax licenses;

7. The Electric Service Provider shall comply with all dis-
closure requirements pursuant to R14-2-1617;

8. Failure to comply with any of the above conditions may
result in rescission of the Electric Service Provider’s Cer-
tificate of Convenience and Necessity.

In appropriate circumstances, the Commission may require, as

a precondition to certification, the procurement of a perfor-

mance bond sufficient to cover any advances or deposits the

applicant may collect from its customers, or order that such
advances or deposits be held in escrow or trust.

Time-frames for processing applications for Certificates of

Convenience and Necessity

1. This rule prescribes time-frames for the processing of any
application for a Certificate of Convenience and Neces-
sity issued by the Arizona Corporation Commission pur-
suant to this Article. These time-frames shall apply to
applications filed on or after the effective date of this rule.

2. Within 120 calendar days after receipt of an application
for a new Certificate of Convenience and Necessity, or to
amend or change the status of any existing Certificate of
Convenience and Necessity, staff shall notify the appli-
cant, in writing, that the application is either administra-
tively complete or deficient. If the application is
deficient, the notice shall specify all deficiencies.

3. Staff may terminate an application if the applicant does
not remedy all deficiencies within 60 calendar days of the
notice of deficiency.

4.  After receipt of a corrected application, staff shall notify
the applicant within 90 calendar days if the corrected
application is either administratively complete or defi-
cient. The time-frame for administrative completeness
review shall be suspended from the time the notice of
deficiency is issued until staftf determines that the appli-
cation is complete.

5. Within 180 calendar days after an application is deemed
administratively complete, the Commission shall approve
or reject the application.

6. For purposes of A.R.S. § 41-1072, et seq., the Commis-
sion has established the following time-frames:

a. Administrative completeness review time-frame:
120 calendar days;

b. Substantive review time-frame: 180 calendar days;

c.  Overall time-frame: 300 calendar days.

7. If an applicant requests, and is granted, an extension or
continuance, the appropriate time-frames shall be tolled
from the date of the request during the duration of the
extension or continuance.

8. During the substantive review time-frame, the Commis-
sion may, upon its own motion or that of any interested
party to the proceeding, request a suspension of the time-
frame rules.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Amended by an emergency
action effective August 10, 1998, pursuant to A.R.S. §
41-1026, in effect for a maximum of 180 days (Supp.
98-3). Emergency amendment replaced by exempt per-
manent amendment effective December 31, 1998
(Supp. 98-4). Amended effective December 31, 1998,
under an exemption as determined by the Arizona Cor-
poration Commission (Supp. 98-4). Amended by
exempt rulemaking at 5 A.A.R. 3933, effective Sep-
tember 24, 1999 (Supp. 99-3). Amended by exempt
rulemaking at 6 A.A.R. 4180, effective October 13,
2000 (Supp. 00-4).

Editor’s Note: The Arizona Corporation Commission has

determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1604. Competitive Phases

A.

At the date established under R14-2-1602(A), each Affected
Utility shall make available at least 20% of its 1995 system
retail peak demand for competitive generation supply on a
first-come, first-served basis as further described in this rule.
First-come, first-served, for the purpose of this rule, shall be
determined for nonresidential customers by the date and time
of an Electric Service Provider’s filing of a Direct Access Ser-
vice Request with the Affected Utility or Utility Distribution
Company. The effective date of the Direct Access Service
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Request must be within 60 days of the filing date of the Direct

Access Service Request. Residential customer selection will

be determined under approved residential phase-in programs

as specified in subsection (B)(4).

1. All Affected Utility customers with single premise non-
coincident peak demand load of 1 MW or greater will be
eligible for competitive electric services upon the com-
mencement of competition. Customers meeting this
requirement shall be eligible for competitive services
until at least 20% of the Affected Utility’s 1995 system
peak demand is served by competition.

2. Any class of customer may aggregate into a minimum
combined load of 1 MW or greater within an Affected
Utility’s service territory and be eligible for competitive
electric services. From the commencement of competi-
tion under R14-2-1602 through December 31, 2000,
aggregation of new competitive customers will be
allowed until such time as at least 20% of the Affected
Utility’s 1995 peak demand is served by competitors.

3. Affected Utilities shall notify customers eligible under
this subsection of the terms of the subsection no later than
60 days prior to the start of competition within its service
territory.

4. Effective January 1, 2001, all Affected Utility customers
irrespective of size will be eligible for Aggregation and
Self-Aggregation. Aggregation and Self-Aggregation
customers purchasing their electricity and related services
at any time after the effective date of these rules must do
so from a certificated Electric Provider as provided for in
these rules.

As part of the minimum 20% of 1995 system peak demand set

forth in subsection (A), each Affected Utility shall reserve a

residential phase-in program that provides an increasing mini-

mum percentage of residential customers with access to com-
petitive electric services according to the following schedule:

1. January 1, 1999 1 1/4%

April 1, 1999 2 1/2%
July 1, 1999 33/4%
October 1, 1999 5%
January 1, 2000 6 1/4%
April 1, 2000 7 1/2%
July 1, 2000 83/4%
October 1, 2000 10%

2. Access to the residential phase-in program will be on a
first-come, first-served basis. The Affected Utility shall
create and maintain a waiting list to manage the residen-
tial phase-in program, which list shall promptly be made
available to any certificated Load-Serving Electric Ser-
vice Provider upon request.

3. Residential customers participating in the residential
phase-in program shall be permitted to use load profiling
to satisfy the requirements for hourly consumption data;
however, they may choose other metering options offered
by their Electric Service Provider consistent with the
Commission’s rules on metering.

4. Ifnot already done, each Affected Utility shall file a resi-
dential phase-in program proposal to the Commission,
through Docket Control, for approval by Director, Utili-
ties Division, by September 15, 1999. Interested parties
will have until September 30, 1999, to comment on any
proposal. At a minimum, the residential phase-in program
proposal will include specifics concerning the Affected
Utility’s proposed:

a. Process for customer notification of residential
phase-in program;

b. Selection and tracking mechanism for customers
based on first-come, first-served method;

c. Customer notification process and other education
and information services to be offered;

d. Load Profiling methodology and actual load pro-
files, if available; and

e. Method for calculation of reserved load.

5. After the commencement of competition under R14-2-
1602, each Affected Utility shall file quarterly residential
phase-in program reports with the Compliance Section,
Utilities Division, within 45 days of the end of each quar-
ter. The first such report shall be due within 45 days of
the first quarter ending after the start of the phase-in of
competition for that Affected Utility. The final report due
under this rule shall be due within 45 days of the quarter
ending December 31, 2002. As a minimum, these quar-
terly reports shall include:

a. The number of customers and the load currently
enrolled in residential phase-in program by Energy
Service Provider,

b. The number of customers currently on the waiting
list,

c. A description and examples of all customer educa-
tion programs and other information services includ-
ing the goals of the education program and a
discussion of the effectiveness of the programs, and

d.  An overview of comments and survey results from
participating residential customers.

6. Aggregation or Self-Aggregation of residential customers
is allowed subject to the limitations of the phase-in per-
centages in this rule.

Each Affected Utility shall file a report by November 1, 1999,

detailing possible mechanisms to provide benefits, including

rate reductions of 3% - 5%, to all Standard Offer customers.

All customers shall be eligible to obtain competitive electric

services no later than January 1, 2001.

Retail consumers served under existing contracts are eligible

to participate in the competitive market prior to expiration of

the existing contract only if the Affected Utility and the con-
sumer agree that the retail consumer may participate in the
competitive market.

Schedule Modifications for Cooperatives

1. An electric cooperative may request that the Commission
modify the schedule described in subsections (A) through
(E) so as to preserve the tax-exempt status of the coopera-
tive or to allow time to modify contractual arrangements
pertaining to delivery of power supplies and associated
loans.

2. As part of the request, the cooperative shall propose
methods to enhance consumer choice among generation
resources.

3. The Commission shall consider whether the benefits of
modifying the schedule exceed the costs of modifying the
schedule.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Amended by an emergency
action effective August 10, 1998, pursuant to A.R.S. §
41-1026, in effect for a maximum of 180 days (Supp.
98-3). Emergency amendment replaced by exempt per-
manent amendment effective December 31, 1998
(Supp. 98-4). Amended by exempt rulemaking at 5
A.A.R. 3933, effective September 24, 1999 (Supp. 99-
3). Amended by exempt rulemaking at 6 A.A.R. 4180,
effective October 13, 2000 (Supp. 00-4).
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Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1605. Competitive Services

Except as provided in R14-2-1615(C), Competitive Services shall
require a Certificate of Convenience and Necessity and a tariff as
described in R14-2-1603. A properly certificated Electric Service
Provider may offer Competitive Services under bilateral or multi-
lateral contracts with retail consumers.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Amended by an emergency
action effective August 10, 1998, pursuant to A.R.S. §
41-1026, in effect for a maximum of 180 days (Supp.
98-3). Emergency amendment replaced by exempt per-
manent amendment effective December 31, 1998
(Supp. 98-4). Amended by exempt rulemaking at 5
A.A.R. 3933, effective September 24, 1999 (Supp. 99-
3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1606. Services Required to be Made Available

A. On the date its service area is open to competition under R14-
2-1602, each Affected Utility or Utility Distribution Company
shall make available Standard Offer Service and Noncompeti-
tive Services at regulated rates. After January 1, 2001, Stan-
dard Offer Service and Noncompetitive Services shall be
provided by Utility Distribution Companies who shall also act
as Providers of Last Resort.

B. After January 1, 2001, power purchased by an investor owned
Utility Distribution Company for Standard Offer Service shall
be acquired from the competitive market through prudent,
arm’s length transactions, and with at least 50% through a
competitive bid process.

C. Standard Offer Tariffs
1. By July 1, 1999, or pursuant to Commission Order,

whichever occurs first, each Affected Utility shall file
proposed tariffs to provide Standard Offer Service. Such
rates shall not become effective until approved by the
Commission. Any rate increase proposed by an Affected
Utility or Utility Distribution Company for Standard
Offer Service must be fully justified through a rate case
proceeding.

2. Standard Offer Service tariffs shall include the following
elements, each of which shall be clearly unbundled and
identified in the filed tariffs:

a. Competmve Services:

i.  Generation, which shall include all transaction
costs and line losses;

ii. Competition Transition Charge, which shall
include recovery of generation related regula-
tory assets;

iii. Generation-related billing and collection;

iv. Transmission Services;

v. Metering Services;

vi. Meter Reading Services; and

vii. Optional Ancillary Services, which shall
include spinning reserve service, supplemental
reserve, regulation and frequency response ser-
vice, and energy imbalance service.

b. Non-Competitive Services:

i.  Distribution services;

ii. Required Ancillary services, which shall
include scheduling, system control and dis-
patch service, and reactive supply and voltage
control from generation sources service;

iii. Must-Run Generating Units;

iv. System Benefit Charges; and

v.  Distribution-related billing and collection.

3. Affected Utilities and Utility Distribution Companies

may file proposed revisions to such rates with the Com-

mission through Docket Control. Any rate increase pro-
posed by an Affected Utility or Utility Distribution

Company for Standard Offer Service must be fully justi-

fied through a rate case proceeding, which may be expe-

dited at the discretion of the Utilities Division Director.

Such rates shall reflect the costs of providing the service.

Consumers receiving Standard Offer Service are eligible

for potential future rate reductions as authorized by the

Commission.

6. After January 2, 2001, tariffs for Standard Offer Service
shall not include any special discounts or contracts with
terms, or any tariff that prevents the customer from
accessing a competitive option, other than time-of-use
rates, interruptible rates, or self-generation deferral rates.

D. By the effective date of these rules, or pursuant to Commission
Order, whichever occurs first, each Affected Utility or Utility
Distribution Company shall file an Unbundled Service tariff
that shall include a Noncompetitive Services tariff. The
Unbundled Service tariff shall calculate the items listed in
R14-2-1606(C)(2)(b) on the same basis as those items are cal-
culated in the Standard Offer Service tariff.

E. To manage its risks, an Affected Utility or Electric Service
Provider may include in its tariffs deposit requirements and
advance payment requirements for Unbundled Services.

F. Affected Utilities and Utility Distribution Companies must
accept power and energy delivered to their distribution sys-
tems by other Load-Serving Entities and offer distribution and
distribution-related ancillary services comparable to services
they provide to themselves at their Noncompetitive Services
tariffed rates.

G. Customer Data
1. Upon written authorization by the customer, a Load-Serv-

ing Entity shall release in a timely and useful manner that

customer’s billing data, including consumption, demand,

and power factor (if available), for the most recent 12-

month period to a customer-specified properly certifi-

cated Electric Service Provider.

2. The Electric Service Provider requesting such customer
data shall provide an accurate account number for the
customer.

3. The form of data shall be mutually agreed upon by the
parties and such data shall not be unreasonably withheld.

4.  Utility Distribution Companies shall be allowed access to
the Meter Reading Service Provider server for customers
served by the Utility Distribution Company’s distribution
system.

H. Rates for Unbundled Services
1. The Commission shall review and approve rates for Com-

petitive Services and Noncompetitive Services subject to

Commission jurisdiction, before such services can be

offered.

vk
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2. Such rates shall reflect the costs of providing the services.
3. Such rates may be downwardly flexible if approved by
the Commission.

Electric Service Providers offering Competitive Services
under this R14-2-1606 shall provide adequate supporting doc-
umentation for their proposed rates. Where rates are approved
by another jurisdiction, such as the Federal Energy Regulatory
Commission, those rates shall be provided as part of the sup-
porting documentation.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Amended by an emergency
action effective August 10, 1998, pursuant to A.R.S. §
41-1026, in effect for a maximum of 180 days (Supp.
98-3). Emergency amendment replaced by exempt per-
manent amendment effective December 31, 1998
(Supp. 98-4). Amended by exempt rulemaking at 5
A.A.R. 3933, effective September 24, 1999 (Supp. 99-
3). Amended by exempt rulemaking at 6 A.A.R. 4180,
effective October 13, 2000 (Supp. 00-4).

Editor’s Note: The Arizona Corporation Commission has

determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301
(App. 1992)).

R14-2-1607.
A.

Recovery of Stranded Cost of Affected Utilities
The Affected Utilities shall take every reasonable, cost-effec-
tive measure to mitigate or offset Stranded Cost by reducing
costs, expanding wholesale or retail markets, or offering a
wider scope of permitted regulated utility services for profit,
among others.

The Commission shall allow a reasonable opportunity for

recovery of unmitigated Stranded Cost by Affected Utilities.

The Affected Utilities shall file estimates of unmitigated

Stranded Cost on or before July 1, 1999, or pursuant to Com-

mission Order, whichever occurs first. Such estimates shall be

fully supported by analyses and by records of market transac-
tions undertaken by willing buyers and willing sellers.

An Affected Utility shall request Commission approval, on or

before July 1, 1999, or pursuant to Commission Order, which-

ever occurs first, of distribution charges or other means of
recovering unmitigated Stranded Cost. The filing may include

a discounted stranded cost exit methodology that a consumer

may choose to use to determine an amount due the Affected

Utility in lieu of making monthly distribution charge or other

payments.

The Commission shall, after hearing and consideration of

analyses and recommendations presented by the Affected Util-

ities, staff, and intervenors, determine for each Affected Utility
the magnitude of Stranded Cost, and appropriate Stranded

Cost recovery mechanisms and charges. In making its determi-

nation of mechanisms and charges, the Commission shall con-

sider at least the following factors:

1. The impact of Stranded Cost recovery on the effective-
ness of competition;

2. The impact of Stranded Cost recovery on customers of
the Affected Utility who do not participate in the compet-
itive market;

3. The impact, if any, on the Affected Utility’s ability to
meet debt obligations;

4. The impact of Stranded Cost recovery on prices paid by
consumers who participate in the competitive market;

5. The degree to which the Affected Utility has mitigated or
offset Stranded Cost;

6. The degree to which some assets have values in excess of
their book values;

7.  Appropriate treatment of negative Stranded Cost;

8. The time period over which such Stranded Cost charges
may be recovered. The Commission shall limit the appli-
cation of such charges to a specified time period;

9. The applicability of Stranded Cost to interruptible cus-
tomers.

A Competition Transition Charge (CTC) may be assessed on

all retail customers based on the amount of generation pur-

chased from any supplier. Any reduction in electricity pur-
chases from an Affected Utility resulting from self-generation,
demand side management, or other demand reduction attribut-
able to any cause other than the retail access provisions of this

Article shall not be used to calculate or recover any Stranded

Cost from a consumer.

Stranded Cost shall be recovered from customer classes in a

manner consistent with the specific company’s current rate

treatment of the stranded asset, in order to effect a recovery of

Stranded Cost that is in substantially the same proportion as

the recovery of similar costs from customers or customer

classes under current rates. In no event shall the Competition

Transition Charge be utilized as a mechanism for double

recovery of Stranded Cost from Standard Offer Service cus-

tomers.

The Commission may consider securitization as a financing

method for recovery of Stranded Cost of the Affected Utility if

the Commission finds that such method of financing will result
in a lower cost alternative to customers.

The Commission may, after notice and hearing, order regular

revisions to estimates of the magnitude of Stranded Cost.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Amended by an emergency
action effective August 10, 1998, pursuant to A.R.S. §
41-1026, in effect for a maximum of 180 days (Supp.
98-3). Emergency amendment replaced by exempt per-
manent amendment effective December 31, 1998
(Supp. 98-4). Amended by exempt rulemaking at 5
A.A.R. 3933, effective September 24, 1999 (Supp. 99-
3). Amended by exempt rulemaking at 6 A.A.R. 4180,
effective October 13, 2000 (Supp. 00-4).

Editor’s Note: The Arizona Corporation Commission has

determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301

(App. 1992)).
R14-2-1608. System Benefits Charges

A.

Each Affected Utility or Utility Distribution Company shall
file for Commission review non-bypassable rates or related
mechanisms to recover the applicable pro-rata costs of System
Benefits from all consumers located in the Affected Utility’s
or Utility Distribution Company’s service area. Affected Utili-
ties or Utility Distribution Companies shall file for review of
the Systems Benefits Charge at least every three years. The
amount collected annually through the System Benefits charge
shall be sufficient to fund the Affected Utilities’ or Utility Dis-
tribution Companies’ Commission-approved System Bene-
fits. Filings shall be made with the Commission through
Docket Control.
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B. Each Affected Utility or Utility Distribution Company shall
provide adequate supporting documentation for its proposed
rates for System Benefits.

C. An Affected Utility or Utility Distribution Company shall
recover the costs of System Benefits only upon hearing and
approval by the Commission of the recovery charge and mech-
anism. The Commission may combine its review of System
Benefits charges with its review of filings pursuant to R14-2-
1606.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Amended by an emergency
action effective August 10, 1998, pursuant to A.R.S. §
41-1026, in effect for a maximum of 180 days (Supp.
98-3). Emergency amendment replaced by exempt per-
manent amendment effective December 31, 1998
(Supp. 98-4). Amended by exempt rulemaking at 5
A.A.R. 3933, effective September 24, 1999 (Supp. 99-
3). Amended by exempt rulemaking at 6 A.A.R. 4180,
effective October 13, 2000 (Supp. 00-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P2d 301

(App. 1992)).

R14-2-1609. Transmission and Distribution Access

A. The Affected Utilities shall provide nondiscriminatory open E.
access to transmission and distribution facilities to serve all
customers. No preference or priority shall be given to any dis-
tribution customer based on whether the customer is purchas-
ing power under the Affected Utility’s Standard Offer or in the
competitive market. Any transmission capacity that is reserved
for use by the retail customers of the Affected Utility’s Utility
Distribution Company shall be allocated among Standard
Offer customers and competitive market customers on a pro-
rata basis.

B. Utility Distribution Companies shall retain the obligation to
assure that adequate transmission import capability is avail-
able to meet the load requirements of all distribution custom-
ers within their service areas. Ultility Distribution Companies
shall retain the obligation to assure that adequate distribution
system capacity is available to meet the load requirements of
all distribution customers within their service areas.

C. The Commission supports the development of Federal Energy
Regulatory Commission-approved Regional Transmission F.
Organization (RTO), an Independent System Operator (ISO)
or, absent a Regional Transmission Organization or an Inde-
pendent System Operator, an Arizona Independent Scheduling
Administrator (AISA). The Commission believes that such
organizations are necessary in order to provide nondiscrimina-
tory retail access and to facilitate a robust and efficient elec-
tricity market.

D. Affected Utilities that own or operate Arizona transmission
facilities shall form an Arizona Independent Scheduling
Administrator that shall file with the Federal Energy Regula-
tory Commission within 60 days of this Commission’s adop-
tion of final rules herein, for approval of an Independent G
Scheduling Administrator having the following characteris-
tics:

1. The Arizona Independent Scheduling Administrator shall
calculate Available Transmission Capacity (ATC) for Ari-
zona transmission facilities that belong to the Affected
Utilities or other Arizona Independent Scheduling

Administrator participants and shall develop and operate
an overarching statewide OASIS.

2. The Arizona Independent Scheduling Administrator shall
implement and oversee the nondiscriminatory application
of operating protocols to ensure statewide consistency for
transmission access. These operating protocols shall
include, but are not limited to, protocols for determining
transmission system transfer capabilities, committed uses
of the transmission system, available transfer capabilities,
Must-Run Generating Units, energy scheduling, and
energy imbalances.

3. The Arizona Independent Scheduling Administrator shall
provide dispute resolution processes that enable market
participants to expeditiously resolve claims of discrimi-
natory treatment in the reservation, scheduling, use, and
curtailment of transmission services.

4.  All requests (wholesale, Standard Offer retail, and com-
petitive retail) for reservation and scheduling of the use of
Arizona transmission facilities that belong to the Affected
Utilities or other Arizona Independent Scheduling
Administrator participants shall be made to, or through,
the Arizona Independent Scheduling Administrator using
a single, standardized procedure.

5. The Arizona Independent Scheduling Administrator shall
implement a transmission planning process that includes
all Arizona Independent Scheduling Administrator partic-
ipants and aids in identifying the timing and key charac-
teristics of required reinforcements to Arizona
transmission facilities to assure that the future load
requirements of all participants will be met.

If not previously filed, the Affected Utilities that own or oper-

ate Arizona transmission facilities shall file a proposed Ari-

zona Independent Scheduling Administrator implementation

plan with the Commission, through Docket Control, within 30

days of the Commission’s adoption of final rules herein. The

implementation plan shall address Arizona Independent

Scheduling Administrator governance, incorporation, financ-

ing, and staffing; the acquisition of physical facilities and staff

by the Arizona Independent Scheduling Administrator; the
schedule for the phased development of Arizona Independent

Scheduling Administrator functionality and proposed transi-

tion to a regional Independent System Operator or Regional

Transmission Organization; contingency plans to ensure that

critical functionality is in place no later than three months fol-

lowing adoption of final rules herein by the Commission; and
any other significant issues related to the timely and successful
implementation of the Arizona Independent Scheduling

Administrator.

Each of the Affected Utilities shall make good faith efforts to

develop a regional, multi-state Independent System Operator

or Regional Transmission Organization, to which the Arizona

Independent Scheduling Administrator should transfer its rele-

vant assets and functions and characteristics as specified in

R14-2-1609(D) as the Independent System Operator or

Regional Transmission Organization becomes able to carry out

those functions. Absent Federal Energy Regulatory Commis-

sion approval of an Arizona Independent Scheduling Adminis-
trator, the functions and characteristics as specified in R14-2-

1609(D) will be assumed by the Independent System Operator

or Regional Transmission Organization.

It is the intent of the Commission that prudently-incurred costs

incurred by the Affected Utilities in the establishment and

operation of the Arizona Independent Scheduling Administra-
tor, and subsequently the Independent System Operator or

Regional Transmission Organization, should be recovered

from customers using the transmission system, including the
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Affected Utilities’ wholesale customers, Standard Offer retail
customers, and competitive retail customers on a nondiscrimi-
natory basis through Federal Energy Regulatory Commission-
regulated prices. Proposed rates for the recovery of such costs
shall be filed with the Federal Energy Regulatory Commission
and this Commission through Docket Control. In the event that
the Federal Energy Regulatory Commission does not permit
recovery of prudently incurred Independent Scheduling

Administrator costs within 90 days of the date of making an

application with the Federal Energy Regulatory Commission,

the Commission may authorize Affected Utilities to recover
such costs through a distribution surcharge.

The Commission supports the use of “Scheduling Coordina-

tors” to provide aggregation of customers’ schedules to the

Independent Scheduling Administrator and the respective

Control Area Operators simultaneously until the implementa-

tion of a regional Independent System Operator or Regional

Transmission Organization, at which time the schedules will

be submitted to the Independent System Operator or Regional

Transmission Organization. The primary duties of Scheduling

Coordinators are to:

1. Forecast their customers’ load requirements;

2. Submit balanced schedules (that is, schedules for which
total generation is equal to total load of the Scheduling
Coordinator’s customers plus appropriate transmission
and distribution line losses) and North American Electric
Reliability Council/Western Systems Coordinating Coun-
cil tags;

3. Arrange for the acquisition of the necessary transmission
and ancillary services;

4. Respond to contingencies and curtailments as directed by
the Control Area Operators, Arizona Independent Sched-
uling Administrator, or Independent System Operator or
Regional Transmission Organization;

5. Actively participate in the schedule checkout process and
the settlement processes of the Control Area Operators,
Arizona Independent Scheduling Administrator, or Inde-
pendent System Operator or Regional Transmission
Organization.

The Affected Utilities and Utility Distribution Companies

shall provide services from the Must-Run Generating Units to

Standard Offer Service retail customers and competitive retail

customers on a comparable, nondiscriminatory basis at regu-

lated prices. The Affected Utilities shall specify the obliga-
tions of the Must-Run Generating Units in appropriate sales
contracts prior to any divestiture. Under auspices of the Ari-
zona Independent Scheduling Administrator, the Affected

Utilities and other stakeholders shall develop statewide proto-

cols for pricing and availability of services from Must-Run

Generating Units. These protocols shall be filed with Docket

Control for Commission review and, when appropriate,

approval, prior to being filed with the Federal Energy Regula-

tory Commission in conjunction with the Arizona Independent

Scheduling Administrator tariff filing. Fixed Must-Run Gener-

ating Units costs are to be recovered through a regulated

charge to end-use customers. This charge must be set by the

Commission as part of the end-use customer distribution ser-

vice charges.

The Affected Utilities and other stakeholders, under the aus-

pices of the Arizona Independent Scheduling Administrator,

shall identify statewide services to be settled on and develop
fair and reasonable pricing mechanisms to assure a consistent
and fair settlement process.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation

Commission (Supp. 96-4). Amended by an emergency
action effective August 10, 1998, pursuant to A.R.S. §
41-1026, in effect for a maximum of 180 days (Supp.

98-3). Emergency amendment replaced by exempt per-

manent amendment effective December 31, 1998
(Supp. 98-4). Section repealed; new Section R14-2-
1609 renumbered from R14-2-1610 and amended by
exempt rulemaking at 5 A.A.R. 3933, effective Sep-
tember 24, 1999 (Supp. 99-3). Amended by exempt
rulemaking at 6 A.A.R. 4180, effective October 13,
2000 (Supp. 00-4).

Editor’s Note: The Arizona Corporation Commission has

determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1610. In-state Reciprocity

A.

C.

The service territories of Arizona electric utilities that are not
Affected Utilities or Public Power Entities shall not be open to
competition under the provisions of this Article, nor shall Ari-
zona electric utilities which are not Affected Utilities be able
to compete for sales in the service territories of the Affected
Utilities.

An Arizona electric utility, subject to the jurisdiction of the
Commission, that is not an Affected Utility or a Public Power
Entity may voluntarily participate under the provisions of this
Article if it makes its service territory available for competing
sellers, if it agrees to all of the requirements of this Article, and
if it obtains an appropriate Certificate of Convenience and
Necessity.

An Arizona electric utility, not subject to the jurisdiction of the
Commission, and that is not a Public Power Entity, may sub-
mit a statement to the Commission, through Docket Control,
stating that it voluntarily opens its service territory for compet-
ing sellers in a manner similar to the provisions of this Article.
Such statement shall be accompanied by the electric utility’s
nondiscriminatory Standard Offer Tariff, electric supply tar-
iffs, Unbundled Services rates, Stranded Cost charges, System
Benefits charges, Distribution Services charges and any other
applicable tariffs and policies for services the electric utility
offers, for which these rules otherwise require compliance by
Affected Ultilities or Electric Service Providers. Such filings
shall serve as authorization for such electric utility to utilize
the Commission’s Rules of Practice and Procedure and other
applicable rules concerning any complaint that an Affected
Utility or Electric Service Provider is violating any provision
of this Article or is otherwise discriminating against the filing
electric utility or failing to provide just and reasonable rates in
tariffs filed under this Article.

If an electric utility is an Arizona political subdivision or
municipal corporation other than a Public Power Entity, then
the existing service territory of such electric utility shall be
deemed open to competition if the political subdivision or
municipality has entered into an intergovernmental agreement
with the Commission that establishes nondiscriminatory terms
and conditions for Distribution Services and other Unbundled
Services, provides a procedure for complaints arising there-
from, and provides for reciprocity with Affected Utilities or
their affiliates. The Commission shall conduct a hearing to
consider any such intergovernmental agreement.

An affiliate of an Arizona electric utility which is not an
Affected Utility or a Public Power Entity shall not be allowed
to compete in the service territories of Affected Utilities unless
the affiliate’s parent company, the nonaffected electric utility,
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submits a statement to the Commission, through Docket Con-
trol, indicating that the parent company will voluntarily open
its service territory for competing sellers in a manner similar to
the provisions of this Article and the Commission makes a
finding to that effect.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Amended by an emergency

98-3). Emergency amendment replaced by exempt per-
manent amendment effective December 31, 1998
(Supp. 98-4). Former Section R14-2-1611 renumbered
to R14-2-1610; new Section R14-2-1611 renumbered
from R14-2-1612 and amended by exempt rulemaking
at 5 A.A.R. 3933, effective September 24, 1999 (Supp.
99-3). Amended by exempt rulemaking at 6 A.A.R.
4180, effective October 13, 2000 (Supp. 00-4).

Editor’s Note: The Arizona Corporation Commission has

action effective August 10, 1998, pursuant to A.R.S. § determined that the following Section is exempt from the Attorney
41-1026, in effect for a maximum of 180 days (Supp. General approval provisions of the Arizona Administrative Proce-
98-3). Emergency amendment replaced by exempt per- dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
manent amendment effective December 31, 1998 v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(Supp. 98-4). Former Section R14-2-1610 renumbered (App. 1992)).

to R14-2-1609; new Section R14-2-1610 renumbered
from R14-2-1611 and amended by exempt rulemaking
at 5 A.A.R. 3933, effective September 24, 1999 (Supp.
99-3). Amended by exempt rulemaking at 6 A.A.R.
4180, effective October 13, 2000 (Supp. 00-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)). B.

R14-2-1611. Rates

A. Market determined rates for Competitive Services, as defined
in R14-2-1601 shall be deemed to be just and reasonable.

B. Each Electric Service Provider selling services under this Arti-
cle shall have on file with the Commission tariffs describing
such services and maximum rates for those services, but the
services may not be provided until the Commission has
approved the tariffs.

C. Prior to January 1, 2001, competitively negotiated contracts
governed by this Article customized to individual customers
which comply with approved tariffs do not require further
Commission approval. However, all such contracts whose
term is one year or more and for service of 1 MW or more
must be filed with the Director, Utilities Division, through the
Compliance Section, as soon as practicable. If a contract does
not comply with the provisions of the Load Serving Entity’s
approved tariffs, it shall not become effective without a Com-
mission order. The provisions of such contracts shall be kept
confidential by the Commission.

D. Contracts entered into on or after January 1, 2001, which com-
ply with approved tariffs need not be filed with the Director,
Utilities Division. If a contract does not comply with the pro-
visions of the Load Serving Entity’s approved tariffs, it shall
not become effective without a Commission order.

E. An Electric Service Provider holding a Certificate pursuant to
this Article may price its Competitive Services, at or below the
maximum rates specified in its filed tariff, provided that the
price is not less than the marginal cost of providing the ser-
vice.

F. Requests for changes in maximum rates or changes in terms
and conditions of previously approved tariffs may be filed
with the Commission through Docket Control. Such changes
shall become effective only upon Commission approval.

A.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Amended by an emergency
action effective August 10, 1998, pursuant to A.R.S. §
41-1026, in effect for a maximum of 180 days (Supp.

R14-2-1612. Service Quality, Consumer Protection, Safety,
and Billing Requirements

Except as indicated elsewhere in this Article, R14-2-201
through R14-2-212, inclusive, are adopted in this Article by
reference. However, where the term “utility” is used in R14-2-
201 through R14-2-212, the term “utility” shall pertain to
Electric Service Providers providing the services described in
each subsection of R14-2-201 through R14-2-212. R14-2-
203(E) and R14-2-212(H) shall pertain only to Utility Distri-
bution Companies.
The following shall not apply to this Article:
R14-2-202 in its entirety,
R14-2-206 in its entirety,
R14-2-207 in its entirety,
R14-2-212 (F)(1),
R14-2-213,
R14-2-208(E) and (F).
No consumer shall be deemed to have changed providers of
any service authorized in this Article (including changes from
the Affected Utility to another provider) without written
authorization by the consumer for service from the new pro-
vider. If a consumer is switched to a different (“new”) provider
without such written authorization, the new provider shall
cause service by the previous provider to be resumed and the
new provider shall bear all costs associated with switching the
consumer back to the previous provider. A new provider who
switches a customer without written authorization shall also
refund to the retail electricity customer the entire amount of
the customer’s electricity charges attributable to the electric
generation service from the new provider for three months, or
the period of the unauthorized service, whichever is more. A
Utility Distribution Company may request the Commission’s
Consumer Services Section to review or audit written authori-
zations to assure a customer switch was properly authorized. A
written authorization that is obtained by deceit or deceptive
practices shall not be deemed a valid written authorization.
Electric Service Providers shall submit reports within 30 days
of the end of each calendar quarter to the Commission,
through the Compliance Section, Utilities Division, itemizing
the direct complaints filed by customers who have had their
Electric Service Providers changed without their authoriza-
tion. Violations of the Commission’s rules concerning unau-
thorized changes of providers may result in penalties, or
suspension or revocation of the provider’s certificate. The fol-
lowing requirements and restrictions shall apply to the written
authorization form requesting electric service from the new
provider:
1. The authorization shall not contain any inducements;
2. The authorization shall be in legible print with clear and
plain language confirming the rates, terms, conditions,
and nature of the service to be provided;

AR
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3. The authorization shall not state or suggest that the cus- L. Additional Provisions for Metering and Meter Reading Ser-
tomer must take action to retain the customer’s current vices
electricity supplier; 1.  When authorized by the consumer, an Electric Service
4. The authorization shall be in the same language as any Provider who provides metering or meter reading ser-
promotional or inducement materials provided to the vices pertaining to a particular consumer shall provide
retail electric customer; and appropriate meter reading data via standardized formats,
5. No box or container may be used to collect entries for approved by the Director, Utilities Division, to all appli-
sweepstakes or a contest that, at the same time, is used to cable Electric Service Providers serving that same con-
collect authorization by a retail electric customer to sumer.
change their electricity supplier or to subscribe to other 2. Any person or entity relying on metering information
services. provided by an Electric Service Provider may request a

D. A residential customer may rescind its authorization to change meter test according to the tariff on file and approved by
providers of any service authorized in this Article within three the Commission. However, if the meter is found to be in
business days, without penalty, by providing written notice to error by more than 3%, no meter testing fee will be
the provider. charged.

E. Customer-specific information shall not be released without 3. Each competitive point of delivery shall be assigned a
specific prior written customer authorization unless the infor- Universal Node Identifier by the Affected Utility or the
mation is requested by a law enforcement or other public Utility Distribution Company whose distribution system
agency, or is requested by the Commission or its Staff, or is serves the customer.
reasonably required for legitimate account collection activi- 4. Unless the Commission grants a specific waiver all com-
ties, or is necessary to provide safe and reliable service to the petitive metered and billing data shall be translated into
customer. consistent, statewide formats, approved by the Director,

F. Each Electric Service Provider providing service governed by Utilities Division, that shall be used by the Affected Util-
this Article shall be responsible for meeting applicable reli- ity or the Utility Distribution Company and the Electric
ability standards and shall work cooperatively with other com- Service Provider.
panies with whom it has interconnections, directly or 5. Unless the Commission grants a specific waiver, the stan-
indirectly, to ensure safe, reliable electric service. Utility Dis- dardized data exchange formats approved by the Director,
tribution Companies shall make reasonable efforts to notify Utilities Division, shall be used for all data exchange
customers of scheduled outages and also provide notification transactions from the Meter Reading Service Provider to
to the Commission. the Electric Service Provider, Utility Distribution Com-

G. Each Electric Service Provider shall provide at least 45 days’ pany, and Schedule Coordinator. This data will be trans-
written notice to all of its affected consumers of its intent to ferred via the Internet using a secure sockets layer or
cease providing generation, transmission, distribution, or other secure electronic media.
ancillary services necessitating that the consumer obtain ser- 6. Minimum metering requirements for competitive custom-
vice from another supplier of generation, transmission, distri- ers over 20 kW, or 100,000 kWh annually, should consist
bution, or ancillary services. of hourly consumption measurement meters or meter sys-

H. All Electric Service Providers rendering service under this tems. Predictable loads will be permitted to use load pro-
Article shall submit accident reports, through the Compliance files to satisfy the requirements for hourly consumption
Section, as required in R14-2-101. data. The Load-Serving Entity developing the load pro-

I.  An Electric Service Provider providing firm electric service file shall determine if a load is predictable.
governed by this Article shall make reasonable efforts to rees- 7. Competitive customers with hourly loads of 20 kW (or
tablish service within the shortest possible time when service 100,000 kWh annually) or less will be permitted to use
interruptions occur and shall work cooperatively with other Load Profiling to satisty the requirements for hourly con-
companies to ensure timely restoration of service where facili- sumption data, however, they may choose other metering
ties are not under the control of the Electric Service Provider. options offered by their Electric Service Provider consis-

J.  Electric Service Providers shall give at least five days’ notice tent with the Commission rules on Metering.
to their customer of scheduled return to Standard Offer Ser- 8.  Metering equipment ownership will be limited to the
vice. Electric Service Providers shall provide 15 calendar Affected Utility, Utility Distribution Company, and the
days’ notice prior to the next scheduled meter read date to the Electric Service Provider, or the customer, who must
appropriate Utility Distribution Company regarding the intent obtain the metering equipment through the Affected Util-
to terminate a service agreement. Return of that customer to ity, Utility Distribution Company, or an Electric Service
Standard Offer Service will be at the next regular billing cycle Provider.
if appropriate metering equipment is in place and the request is 9. Maintenance and servicing of the metering equipment
provided 15 calendar days prior to the next regular meter read (including Current Transformers and Potential Trans-
date. Responsibility for charges incurred between the notice formers) will be limited to the Affected Utility, Utility
and the next scheduled read date shall rest with the Electric Distribution Company, and the Electric Service Provider.
Service Provider. 10. Distribution primary voltage Current Transformers and

K. Each Electric Service Provider shall ensure that bills rendered Potential Transformers may be owned by the Affected
on its behalf include its address and the toll-free telephone Utility, Utility Distribution Company, or the Electric Ser-
numbers for billing, service, and safety inquiries. The bill must vice Provider.
also include the address and toll-free telephone numbers for 11. Transmission primary voltage Current Transformers and
the Phoenix and Tucson Consumer Service Sections of the Potential Transformers may be owned by the Affected
Arizona Corporation Commission Ultilities Division. Each Utility or Utility Distribution Company only.

Electric Service Provider shall ensure that billing and collec- 12. North American Electric Reliability Council-recognized
tions services rendered on its behalf comply with subsection holidays will be used in calculating “working days” for
(A). meter data timeliness requirements. If a holiday officially
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occurs on a Saturday, the preceding Friday will be recog-
nized as the date of the holiday. If a holiday officially
occurs on a Sunday, the following Monday will be recog-
nized as the date of the holiday.

13. The Director, Utilities Division shall approve operating
procedures to be used by the Utility Distribution Compa-
nies and the Meter Service Providers for performing work
on primary metered customers.

14. The Director, Utilities Division shall approve operating
procedures to be used by the Meter Reading Service Pro-
vider for validating, editing, and estimating metering
data.

15. The Director, Utilities Division shall approve perfor-
mance metering specifications and standards to be used
by all entities performing metering.

Electric Service Providers shall comply with applicable reli-

ability standards and practices established by the Western Sys-

tems Coordinating Council and the North American Electric

Reliability Council or successor organizations.

Electric Service Providers shall provide notification and infor-

mational materials to consumers about competition and con-

sumer choices, such as a standardized description of services,
as ordered by the Commission.

Billing Elements. After the commencement of competition

within a service territory pursuant to R14-2-1602, all customer

bills, including bills for Standard Offer Service customers
within that service territory, will list, at a minimum, the fol-
lowing billing cost elements:

Competitive Services:

a.  Generation, which shall include generation-related
billing and collection;

b. Competition Transition Charge;

c. Transmission and Ancillary Services;

d. Metering Services; and

e. Meter Reading Services.

Non-Competitive Services:

a. Distribution services, including distribution-related
billing and collection, required Ancillary Services
and Must-Run Generating Units; and

b.  System Benefit Charges

Regulatory assessments; and

Applicable taxes.

In cases where the Utility Distribution Company and the

Electric Service Provider provide separate bills to cus-

tomers, the Electric Service Provider is not required to

list the billing cost elements for non-competitive services.

In cases where the Utility Distribution Company and the

Electric Service Provider provide separate bills to cus-

tomers, the Utility Distribution Company is not required

to list the billing cost elements for competitive services if
the customer is obtaining competitive services from an

Electric Service Provider.

Rl el

P. The operating procedures approved by the Director, Utilities

Division, will be used for Direct Access Service Requests as
well as other billing and collection transactions.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Amended by an emergency
action effective August 10, 1998, pursuant to A.R.S. §
41-1026, in effect for a maximum of 180 days (Supp.
98-3). Emergency amendment replaced by exempt per-
manent amendment effective December 31, 1998
(Supp. 98-4). Former Section R14-2-1612 renumbered
to R14-2-1611; new Section R14-2-1612 renumbered
from R14-2-1613 and amended by exempt rulemaking

at 5 A.A.R. 3933, effective September 24, 1999 (Supp.
99-3). Amended by exempt rulemaking at 6 A.A.R.
4180, effective October 13, 2000 (Supp. 00-4).

Editor’s Note: The Arizona Corporation Commission has

determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1613. Reporting Requirements

A.

Reports covering the following items, as applicable, shall be

submitted to the Director, Utilities Division, through the Com-

pliance Section, by Affected Utilities or Utility Distribution

Companies and all Electric Service Providers granted a Certif-

icate of Convenience and Necessity pursuant to this Article.

These reports shall include the following information pertain-

ing to competitive service offerings, Unbundled Services, and

Standard Offer services in Arizona:

1. Type of services offered;

2. kW and kWh sales to consumers, disaggregated by cus-
tomer class (for example, residential, commercial, indus-
trial);

3. Revenues from sales by customer class (for example, res-
idential, commercial, industrial);

4. Number of retail customers disaggregated as follows: res-
idential, commercial/industrial under 21 kW, commercial/
industrial 21 to 999 kW, commercial/industrial 1000 kW
or more, agricultural (if not included in commercial), and
other;

5. Retail kWh sales and revenues disaggregated by term of
the contract (less than one year, one to four years, longer
than four years), and by type of service (for example,
firm, interruptible, other);

6.  Amount of revenues from each type of Competitive Ser-
vice and, if applicable, each type of Noncompetitive Ser-
vice provided (using breakdown from R14-2-1612(0);

7. Value of all assets used to serve Arizona customers and
accumulated depreciation;

8.  Tabulation of Arizona electric generation plants owned
by the Electric Service Provider broken down by genera-
tion technology, fuel type, and generation capacity;

9. The number of customers aggregated and the amount of
aggregated load; and

10. Other data requested by staff or the Commission.

Reporting Schedule

1. For the period through December 31, 2003, semi-annual
reports shall be filed by April 15 (covering the previous
period of July through December) and October 15 (cover-
ing the previous period of January through June). The
first such report shall cover the period January 1 through
June 30, 1999.

2. For the period after December 31, 2003, annual reports
shall be filed by April 15 (covering the previous period of
January through December). The first such report shall
cover the period January 1 through December 31, 2004.

The information listed above may, at the provider’s option, be

provided on a confidential basis. However, staff or the Com-

mission may issue reports with aggregate statistics based on
confidential information that do not disclose data pertaining to

a particular seller or purchases by a particular buyer.

Any Electric Service Provider, Affected Utility, or Utility Dis-

tribution Company governed by this Article which fails to file

the above data in a timely manner may be subject to a penalty
imposed by the Commission or may have its Certificate
rescinded by the Commission.
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E. Any Electric Service Provider holding a Certificate pursuant to
this Article shall file a request in Docket Control to discon-
tinue any competitive tariff as soon as practicable after the
decision to discontinue offering service is made.

F. In addition to the above reporting requirements, Electric Ser-
vice Providers, Affected Utilities, and Utility Distribution
Companies governed by this Article shall participate in Com-
mission workshops or other forums whose purpose is to evalu-
ate competition or assess market issues.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Amended by an emergency
action effective August 10, 1998, pursuant to A.R.S. §
41-1026, in effect for a maximum of 180 days (Supp.
98-3). Emergency amendment replaced by exempt per-
manent amendment effective December 31, 1998
(Supp. 98-4). Former Section R14-2-1613 renumbered
to R14-2-1612; new Section R14-2-1613 renumbered
from R14-2-1614 and amended by exempt rulemaking
at5 A.A.R. 3933, effective September 24, 1999 (Supp.
99-3). Amended by exempt rulemaking at 6 A.A.R.
4180, effective October 13, 2000 (Supp. 00-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1614. Administrative Requirements

A. Any Electric Service Provider certificated under this Article
may file with the Commission, through Docket Control, pro-
posed additional tariffs for Competitive Services at any time
which include a description of the service, maximum rates,
terms, and conditions.

B. Contracts filed pursuant to this Article shall not be open to
public inspection or made public except on order of the Com-
mission, or by the Commission or a Commissioner in the
course of a hearing or proceeding.

C. The Commission may consider variations or exemptions from
the terms or requirements of any of the rules in this Article
upon the application of an affected party. The application must
set forth the reasons why the public interest will be served by
the variation or exemption from the Commission rules and
regulations. Any variation or exemption granted shall require
an order of the Commission. Where a conflict exists between
these rules and an approved tariff or order of the Commission,
the provisions of the approved tariff or order of the Commis-
sion shall apply.

D. The Commission may develop procedures for resolving dis-
putes regarding implementation of retail electric competition.

E. Prior to October 1, 1999, the Director, Utilities Division, shall
implement a Consumer Education Program as approved by the
Commission.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Amended by an emergency
action effective August 10, 1998, pursuant to A.R.S. §
41-1026, in effect for a maximum of 180 days (Supp.
98-3). Emergency amendment replaced by exempt per-
manent amendment effective December 31, 1998
(Supp. 98-4). Former Section R14-2-1614 renumbered
to R14-2-1613; new Section R14-2-1614 renumbered

from R14-2-1615 and amended by exempt rulemaking
at 5 A.A.R. 3933, effective September 24, 1999 (Supp.
99-3). Amended by exempt rulemaking at 6 A.A.R.
4180, effective October 13, 2000 (Supp. 00-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1615. Separation of Monopoly and Competitive Ser-

vices

A. All competitive generation assets and competitive services
shall be separated from an Affected Utility prior to January 1,
2001. Such separation shall either be to an unaffiliated party or
to a separate corporate affiliate or affiliates. If an Affected
Utility chooses to transfer its competitive generation assets or
competitive services to a competitive electric affiliate, such
transfer shall be at a value determined by the Commission to
be fair and reasonable.

B. Beginning January 1, 2001, an Affected Utility or Utility Dis-
tribution Company shall not provide Competitive Services as
defined in R14-2-1601.

1. This Section does not preclude an Affected Utility or
Utility Distribution Company from billing its own cus-
tomers for distribution service, or from providing billing
services to Electric Service Providers in conjunction with
its own billing, or from providing Meter Services and
Meter Reading Services for Load Profiled residential cus-
tomers. Nor does this Section preclude an Affected Util-
ity or Utility Distribution Company from providing
billing and collections, Metering and Meter Reading Ser-
vice as part of the Standard Offer Service tariff to Stan-
dard Offer Service customers.

2. This Section does not preclude an Affected Utility or
Utility Distribution Company from owning distribution
and transmission primary voltage Current Transformers
and Potential Transformers.

C. An Electric Distribution Cooperative is not subject to the pro-
visions of R14-2-1615 unless it offers competitive electric ser-
vices outside of its distribution service territory.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Amended by an emergency
action effective August 10, 1998, pursuant to A.R.S. §
41-1026, in effect for a maximum of 180 days (Supp.
98-3). Emergency amendment replaced by exempt per-
manent amendment effective December 31, 1998
(Supp. 98-4). Former Section R14-2-1615 renumbered
to R14-2-1614; new Section R14-2-1615 renumbered
from R14-2-1616 and amended by exempt rulemaking
at 5 A.A.R. 3933, effective September 24, 1999 (Supp.
99-3).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1616. Code of Conduct

A. If not previously filed, no later than 90 days after adoption of
these Rules, each Affected Utility which plans to offer Non-
competitive Services and which plans to offer Competitive
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Services through its competitive electric affiliate shall propose A.
a Code of Conduct to prevent anti-competitive activities. Each
Affected Utility that is an electric cooperative, that plans to

offer Noncompetitive Services, and that is a member of any

electric cooperative that plans to offer Competitive Services

shall also submit a Code of Conduct to prevent anti-competi-

tive activities. All Codes of Conduct shall be filed in Docket

Control and be subject to Commission approval after a hear- B.

ing.

B. The Code of Conduct shall address the following subjects:

1. Appropriate procedures to prevent cross subsidization
between the Utility Distribution Company and any com-
petitive affiliates, including but not limited to the mainte-
nance of separate books, records, and accounts; C.

2. Appropriate procedures to ensure that the Utility Distri-
bution Company’s competitive affiliate does not have
access to confidential utility information that is not also
available to other market participants;

3. Appropriate guidelines to limit the joint employment of
personnel by both a Utility Distribution Company and its
competitive affiliate; D.

4. Appropriate guidelines to govern the use of the Utility
Distribution Company’s name or logo by the Utility Dis-
tribution Company’s competitive affiliate;

5. Appropriate procedures to ensure that the Utility Distri-
bution Company does not give its competitive affiliate
any preferential treatment such that other market partici-
pants are unfairly disadvantaged or discriminated against; E.

6. Appropriate policies to eliminate joint advertising, joint
marketing, or joint sales by a Utility Distribution Com-
pany and its competitive affiliate; F.

7. Appropriate procedures to govern transactions between a
Utility Distribution Company and its competitive affili-
ate; and

8. Appropriate policies to prevent the Utility Distribution
Company and its competitive affiliate from representing
that customers will receive better service as a result of the
affiliation.

9. Complaints concerning violations of the Code of Conduct
shall be processed under the procedures established in
R14-2-212.

Historical Note
Adopted effective December 26, 1996, under an
exemption as determined by the Arizona Corporation
Commission (Supp. 96-4). Section R14-2-1616
repealed by emergency action; emergency new Section
adopted by an emergency action effective August 10,
1998, pursuant to A.R.S. § 41-1026, in effect for a
maximum of 180 days (Supp. 98-3). Emergency
amendment replaced by exempt permanent amendment
effective December 31, 1998 (Supp. 98-4). Former
Section R14-2-1616 renumbered to R14-2-1615; new
Section R14-2-1616 adopted by exempt rulemaking at
5 ALA.R. 3933, effective September 24, 1999 (Supp.
99-3). Amended by exempt rulemaking at 6 A.A.R.
4180, effective October 13, 2000 (Supp. 00-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301
(App. 1992)).

R14-2-1617. Disclosure of Information

Each Load-Serving Entity providing either generation service
or Standard Offer Service shall prepare a consumer informa-
tion label that sets forth the following information:
1. Price to be charged for generation services,
2. Price variability information,
3. Customer service information,
4. Time period to which the reported information applies.
Each Load-Serving Entity providing either generation service
or Standard Offer Service shall provide, upon request, the fol-
lowing information (to the extent reasonably known):
1. Composition of resource portfolio,
2. Fuel mix characteristics of the resource portfolio,
3. Emissions characteristics of the resource portfolio.
The Director, Utilities Division, shall develop the format and
reporting requirements for the consumer information label to
ensure that the information is appropriately and accurately
reported and to ensure that customers can use the labels for
comparisons among Load-Serving Entities. The format devel-
oped by the Director, Utilities Division, shall be used by each
Load-Serving Entity.
Each Load-Serving Entity shall include the information disclo-
sure label in a prominent position in all written marketing
materials specifically targeted to Arizona. When a Load-Serv-
ing Entity advertises in nonprint media, or in written materials
not specifically targeted to Arizona, the marketing materials
shall indicate that the Load-Serving Entity shall provide the
consumer information label to the public upon request.

Each Load-Serving Entity shall prepare an annual disclosure

report that aggregates the resource portfolios of the Load-

Serving Entity and its affiliates.

Each Load-Serving Entity shall prepare a statement of its

terms of service that sets forth the following information:

1. Actual pricing structure or rate design according to which
the customer with a load of less than 1 MW will be billed,
including an explanation of price variability and price
level adjustments that may cause the price to vary;

2. Length and description of the applicable contract and pro-

visions and conditions for early termination by either

party;

Due date of bills and consequences of late payment;

Conditions under which a credit agency is contacted;

Deposit requirements and interest on deposits;

Limits on warranties and damages;

All charges, fees, and penalties;

Information on consumer rights pertaining to estimated

bills, third-party billing, deferred payments, and recision

of supplier switches within three days of receipt of confir-
mation;

9. A toll-free telephone number for service complaints;

10. Low income programs and low income rate eligibility;

11. Provisions for default service;

12. Applicable provisions of state utility laws; and

13. Method whereby customers will be notified of changes to
the terms of service.

The consumer information label, the disclosure report, and the

terms of service shall be distributed in accordance with the fol-

lowing requirements:

1. Prior to the initiation of service for any retail customer,

2. Prior to processing written authorization from a retail
customer with a load of less than 1 MW to change Elec-
tric Service Providers,

3. To any person upon request,

4. Made a part of the semi-annual and annual reports
required by R14-2-1613.

NN AW
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5. The information described in this subsection shall be
posted on any electronic information medium of the
Load-serving Entities.

H. Failure to comply with the rules on information disclosure or
dissemination of inaccurate information may result in suspen-
sion or revocation of certification or other penalties as deter-
mined by the Commission.

I. The Commission shall establish a consumer information advi-
sory panel to review the effectiveness of the provisions of this
Section and to make recommendations for changes in the
rules.

Historical Note B.

Adopted by an emergency action effective August 10,
1998, pursuant to A.R.S. § 41-1026, in effect for a
maximum of 180 days (Supp. 98-3). Emergency adop-
tion replaced by exempt permanent adoption effective
December 31, 1998 (Supp. 98-4). Former Section R14-
2-1617 repealed; new Section R14-2-1617 renumbered
from R14-2-1618 and amended by exempt rulemaking
at 5 A.A.R. 3933, effective September 24, 1999 (Supp.
99-3). Amended by exempt rulemaking at 6 A.A.R.
4180, effective October 13, 2000 (Supp. 00-4).

Editor’s Note: The Arizona Corporation Commission has
determined that the following Section is exempt from the Attorney
General approval provisions of the Arizona Administrative Proce-
dure Act (A.R.S. § 41-1041) by a court order (State ex. rel. Corbin
v. Arizona Corporation Commission, 174 Ariz. 216 848 P.2d 301

(App. 1992)).

R14-2-1618. Environmental Portfolio Standard
A. Upon the effective implementation of a Commission-approved

Environmental Portfolio Standard Surcharge tariff, any Load-

Serving Entity selling electricity or aggregating customers for

the purpose of selling electricity under the provisions of this

Article must derive at least .2% of the total retail energy sold

from new solar resources or environmentally-friendly renew-

able electricity technologies, whether that energy is purchased
or generated by the seller. Solar resources include photovoltaic
resources and solar thermal resources that generate electricity.

New solar resources and environmentally-friendly renewable

electricity technologies are those installed on or after January

1,1997.

1. Electric Service Providers, that are not UDCs, are exempt
from portfolio requirements until 2004, but could volun-
tarily elect to participate. ESPs choosing to participate
would receive a pro rata share of funds collected from the
Environmental Portfolio Surcharge delineated in R14-2-
1618.A.2 for portfolio purposes to acquire eligible portfo-
lio systems or electricity generated from such systems.

2. Utility Distribution Companies would recover part of the
costs of the portfolio standard through current System
Benefits Charges, if they exist, including a re-allocation
of demand side management funding to portfolio uses.
Additional portfolio standard costs will be recovered by a
customer Environmental Portfolio Surcharge on the cus-
tomers’ monthly bill. The Environmental Portfolio Sur-
charge shall be assessed monthly to every metered and/or
non-metered retail electric service. This monthly assess-
ment will be the lesser of $0.000875 per kWh or:

a. Residential Customers: $.35 per service,

b. Non-Residential Customers: $13 per service,

c. Non-Residential Customers whose metered demand
is 3,000 kW or more for three consecutive months:
$39.00 per service. In the case of unmetered ser-
vices, the Load-Serving Entity shall, for purposes of
billing the Environmental Portfolio Standard Sur-

charge and subject to the caps set forth above, use
the lesser of (i) the load profile or otherwise esti-
mated kWh required to provide the service in ques-
tion; or (ii) the service’s contract kWh.

3. Customer bills shall reflect a line item entitled “Environ-
mental Portfolio Surcharge, mandated by the Corporation
Commission.”

4. Utility Distribution Companies or ESPs that do not cur-
rently have a renewables program may request a waiver
or modification of this Section due to extreme circum-
stances that may exist.

The portfolio percentage shall increase after December 31,

2000.

1. Starting January 1, 2001, the portfolio percentage shall
increase annually and shall be set according to the follow-
ing schedule:

YEAR PORTFOLIO PERCENTAGE
2001 2%

2002 4%

2003 6%

2004 8%

2005 1.0%

2006 1.05%

2007-2012  1.1%

2. The Commission would continue the annual increase in
the portfolio percentage after December 31, 2004, only if
the cost of environmental portfolio -electricity has
declined to a Commission-approved cost/benefit point.
The Director, Utilities Division shall establish, not later
than January 1, 2003, an Environmental Portfolio Cost
Evaluation Working Group to make recommendations to
the Commission of an acceptable portfolio electricity
cost/benefit point or portfolio kWh cost impact maximum
that the Commission could use as a criteria for the deci-
sion to continue the increase in the portfolio percentage.
The recommendations of the Working Group shall be pre-
sented to the Commission not later than June 30, 2003. In
no event, however, shall the Commission increase the
surcharge caps as delineated in R14-2-1618(A)(2).

3. The requirements for the phase-in of various technologies
shall be:

a. In 2001, the Portfolio kWh makeup shall be at least
50 percent solar electric, and no more than 50 per-
cent other environmentally-friendly renewable elec-
tricity technologies or solar hot water or R&D on
solar electric resources, but with no more than 10
percent on R&D.

b. In 2002 and 2003, the Portfolio kWh makeup shall
be at least 50 percent solar electric, and no more
than 50 percent other environmentally-friendly
renewable electricity technologies or solar hot water
or R&D on solar electric resources, but with no
more than 5 percent on R&D.

c. In 2004, through 2012, the portfolio kWh makeup
shall be at least 60 percent solar electric with no
more than 40 percent solar hot water or other envi-
ronmentally-friendly renewable electricity technolo-
gies.

Load-Serving Entities shall be eligible for a number of extra

credit multipliers that may be used to meet the portfolio stan-

dard requirements. Extra credits may be used to meet portfolio
requirements and extra credits from solar electric technologies
will also count toward the solar electric fraction requirements
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in R14-2-1618(B)(3). With the exception of the Early Installa-

tion Extra Credit Multiplier, which has a five-year life from

operational start-up, all other extra credit multipliers are valid
for the life of the generating equipment.

1. Early Installation Extra Credit Multiplier: For new solar
electric systems installed and operating prior to Decem-
ber 31, 2003, Load-Serving Entities would qualify for
multiple extra credits for kWh produced for five years
following operational start-up of the solar electric system.
The five-year extra credit would vary depending upon the
year in which the system started up, as follows:

YEAR EXTRA CREDIT MULTIPLIER
1997 5

1998
1999
2000
2001
2002
2003

— LR W L

Eligibility to qualify for the Early Installation Extra

Credit Multiplier would end in 2003. However, any eligi-

ble system that was operational in 2003 or before would

still be allowed the applicable extra credit for the full five
years after operational start-up.

2. Solar Economic Development Extra Credit Multipliers:
There are two equal parts to this multiplier, an in-state
installation credit and an in-state content multiplier.

a. In-State Power Plant Installation Extra Credit Multi-
plier: Solar electric power plants installed in Arizona
shall receive a .5 extra credit multiplier.

b. In-State Manufacturing and Installation Content
Extra Credit Multiplier: Solar electric power plants
shall receive up to a .5 extra credit multiplier related
to the manufacturing and installation content that
comes from Arizona. The percentage of Arizona
content of the total installed plant cost shall be mul-
tiplied by .5 to determine the appropriate extra credit
multiplier. So, for instance, if a solar installation
included 80% Arizona content, the resulting extra
credit multiplier would be .4 (which is .8 X .5).

3. Distributed Solar Electric Generator and Solar Incentive
Program Extra Credit Multiplier: Any distributed solar
electric generator that meets more than one of the eligibil-
ity conditions will be limited to only one .5 extra credit
multiplier from this subsection. Appropriate meters will
be attached to each solar electric generator and read at
least once annually to verify solar performance.

a.  Solar electric generators installed at or on the cus-
tomer premises in Arizona. Eligible customer prem-
ises locations will include both grid-connected and
remote, non-grid-connected locations. In order for
Load-Serving Entities to claim an extra credit multi-
plier, the Load-Serving Entity must have contributed
at least 10% of the total installed cost or have
financed at least 80% of the total installed cost.

b. Solar electric generators located in Arizona that are
included in any Load-Serving Entity’s Green Pricing
program.

c.  Solar electric generators located in Arizona that are
included in any Load-Serving Entity’s Net Metering
or Net Billing program.

E.

H.

d.  Solar electric generators located in Arizona that are
included in any Load-Serving Entity’s solar leasing
program.

e. All Green Pricing, Net Metering, Net Billing, and
Solar Leasing programs must have been reviewed
and approved by the Director, Utilities Division in
order for the Load-Serving Entity to accrue extra
credit multipliers from this subsection.

4.  All multipliers are additive, allowing a maximum com-
bined extra credit multiplier of 2.0 in years 1997-2003,
for equipment installed and manufactured in Arizona and
either installed at customer premises or participating in
approved solar incentive programs. So, if a Load-Serving
Entity qualifies for a 2.0 extra credit multiplier and it pro-
duces 1 solar kWh, the Load-Serving Entity would get
credit for 3 solar kWh (1 produced plus 2 extra credit).

Load-Serving Entities selling electricity under the provisions
of this Article shall provide reports on sales and portfolio
power as required in this Article, clearly demonstrating the
output of portfolio resources, the installation date of portfolio
resources, and the transmission of energy from those portfolio
resources to Arizona consumers. The Commission may con-
duct necessary monitoring to ensure the accuracy of these
data. Reports shall be made according to the Reporting Sched-
ule in R14-2-1613(B).

Photovoltaic or solar thermal electric resources that are located

on the consumer’s premises shall count toward the Environ-

mental Portfolio Standard applicable to the current Load-Serv-
ing Entity serving that consumer unless a different Load-

Serving Entity is entitled to receive credit for such resources

under the provisions of R14-2-1618(C)(3)(a).

Any solar electric generators installed by an Affected Utility to

meet the environmental portfolio standard shall be counted

toward meeting renewable resource goals for Affected Utili-

ties established in Decision No. 58643.

Any Load-Serving Entity that produces or purchases any eligi-

ble kWh in excess of its annual portfolio requirements may

save or bank those excess kWh for use or sale in future years.

Any eligible kWh produced subject to this rule may be sold or

traded to any Load-Serving Entity that is subject to this rule.

Appropriate documentation, subject to Commission review,

shall be given to the purchasing entity and shall be referenced

in the reports of the Load-Serving Entity that is using the pur-
chased kWh to meet its portfolio requirements.

Environmental Portfolio Standard requirements shall be calcu-

lated on an annual basis, based upon electricity sold during the

calendar year.

A Load-Serving Entity shall be entitled to receive a partial

credit against the portfolio requirement if the Load-Serving

Entity or its affiliate owns or makes a significant investment in

any solar electric manufacturing plant that is located in Ari-

zona. The credit will be equal to the amount of the nameplate
capacity of the solar electric generators produced in Arizona

and sold in a calendar year times 2,190 hours (approximating a

25% capacity factor).

1. The credit against the portfolio requirement shall be lim-
ited to the following percentages of the total portfolio
requirement:

2001: Maximum of 50% of the portfolio requirement

2002: Maximum of 25% of the portfolio requirement

2003 and on: Maximum of 20% of the portfolio require-

ment

2. No extra credit multipliers will be allowed for this credit.
In order to avoid double-counting of the same equipment,
solar electric generators that are used by other Load-Serv-
ing Entities to meet their Arizona portfolio requirements
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will not be allowable for credits under this Section for the

manufacturer/Electric Service Provider to meet its portfo-

lio requirements.
The Director, Utilities Division shall develop appropriate
safety, durability, reliability, and performance standards neces-
sary for solar generating equipment and environmentally-
friendly renewable electricity technologies and to qualify for
the portfolio standard. Standards requirements will apply only
to facilities constructed or acquired after the standards are pub-
licly issued.
A Load-Serving Entity shall be entitled to meet up to 20% of
the portfolio requirement with solar water heating systems or
solar air conditioning systems purchased by the Load-Serving
Entity for use by its customers, or purchased by its customers
and paid for by the Load-Serving Entity through bill credits or
other similar mechanisms. The solar water heaters must
replace or supplement the use of electric water heaters for resi-
dential, commercial, or industrial water heating purposes. For
the purposes of this rule, solar water heaters will be credited
with 1 kWh of electricity produced for each 3,415 British
Thermal Units of heat produced by the solar water heater and
solar air conditioners shall be credited with kWhs equivalent
to those needed to produce a comparable cooling load reduc-
tion. Solar water heating systems and solar air conditioning
systems shall be eligible for Early Installation Extra Credit
Multipliers as defined in R14-2-1618(C)(1) and Solar Eco-
nomic Development Extra Credit Multipliers as defined in
R14-2-1618(C)(2)(b).
A Load-Serving Entity shall be entitled to meet the portfolio
requirement with electricity produced in Arizona by environ-
mentally-friendly renewable electricity technologies that are
defined as in-state landfill gas generators, wind generators,
and biomass generators, consistent with the phase-in schedule
in R14-2-1618(B)(3). Systems using such technologies shall
be eligible for Early Installation Extra Credit Multipliers as
defined in R14-2-1618(C)(1) and Solar Economic Develop-
ment Extra Credit Multipliers as defined in RI14-2-
1618(C)(2)(b).

Historical Note
Adopted by an emergency action effective August 10,
1998, pursuant to A.R.S. § 41-1026, in effect for a

maximum of 180 days (Supp. 98-3). Emergency adop-
tion replaced by exempt permanent adoption effective
December 31, 1998 (Supp. 98-4). Section R14-2-1618
renumbered to R14-2-1617 by exempt rulemaking at 5
A.A.R. 3933, effective September 24, 1999 (Supp. 99-

3). New Section adopted by exempt rulemaking at 7
A.A.R. 1661, effective March 20, 2001 (Supp. 01-1).

ARTICLE 17. RESERVED

ARTICLE 18. RENEWABLE ENERGY STANDARD AND

TARIFF

R14-2-1801. Definitions

A.

D.

“Affected Utility” means a public service corporation serving
retail electric load in Arizona, but excluding any Utility Distri-
bution Company with more than half of its customers located
outside of Arizona.

“Annual Renewable Energy Requirement” means the portion
of an Affected Utility’s annual retail electricity sales that must
come from Eligible Renewable Energy Resources.
“Conventional Energy Resource” means an energy resource
that is non-renewable in nature, such as natural gas, coal, oil,
and uranium, or electricity that is produced with energy
resources that are not Renewable Energy Resources.
“Customer Self-Directed Renewable Energy Option” means a
Commission-approved program under which an Eligible Cus-

tomer may self-direct the use of its allocation of funds col-
lected pursuant to an Affected Utility’s Tariff.

“Distributed Generation” means electric generation sited at a
customer premises, providing electric energy to the customer
load on that site or providing wholesale capacity and energy to
the local Utility Distribution Company for use by multiple cus-
tomers in contiguous distribution substation service areas. The
generator size and transmission needs shall be such that the
plant or associated transmission lines do not require a Certifi-
cate of Environmental Compatibility from the Corporation
Commission.

“Distributed Renewable Energy Requirement” means a por-
tion of the Annual Renewable Energy Requirement that must
be met with Renewable Energy Credits derived from resources
that qualify as Distributed Renewable Energy Resources pur-
suant to R14-2-1802(B).

“Distributed Solar Electric Generator” means electric genera-
tion sited at a customer premises, providing electric energy
from solar electric resources to the customer load on that site
or providing wholesale capacity and energy to the local Utility
Distribution Company for use by multiple customers in contig-
uous distribution substation service areas. The generator size
and transmission needs shall be such that the plant or associ-
ated transmission lines do not require a Certificate of Environ-
mental Compatibility from the Corporation Commission.
“Eligible Customer” means an entity that pays Tariff funds of
at least $25,000 annually for any number of related accounts
or services within an Affected Utility’s service area.

“Extra Credit Multiplier” means a way to increase the Renew-
able Energy Credits attributable to specific Eligible Renew-
able Energy Resources in order to encourage specific
renewable applications.

“Green Pricing” means a rate option in which a customer
elects to pay a tariffed rate premium for electricity derived
from Eligible Renewable Energy Resources.

“Market Cost of Comparable Conventional Generation”
means the Affected Utility’s energy and capacity cost of pro-
ducing or procuring the incremental electricity that would be
avoided by the resources used to meet the Annual Renewable
Energy Requirement, taking into account hourly, seasonal, and
long-term supply and demand circumstances. Avoided costs
include any avoided transmission and distribution costs and
any avoided environmental compliance costs.

“Net Billing” means a system of billing a customer who
installs an Eligible Renewable Energy Resource generator on
the customer’s premises for retail electricity purchased at retail
rates while crediting the customer’s bill for any customer-gen-
erated electricity sold to the Affected Utility at avoided cost.
“Net Metering” means a system of metering electricity by
which the Affected Utility credits the customer at the full retail
rate for each kilowatt-hour of electricity produced by an Eligi-
ble Renewable Energy Resource system installed on the cus-
tomer-generator’s side of the electric meter, up to the total
amount of electricity used by that customer during an annual-
ized period, and which compensates the customer-generator at
the end of the annualized period for any excess credits at a rate
equal to the Affected Utility’s avoided cost of wholesale
power. The Affected Utility does not charge the customer-gen-
erator any additional fees or charges or impose any equipment
or other requirements unless the same is imposed on customers
in the same rate class that the customer-generator would qual-
ify for if the customer-generator did not have generation
equipment.

“Renewable Energy Credit” means the unit created to track
kWh derived from an Eligible Renewable Energy Resource or
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kWh equivalent of Conventional Energy Resources displaced
by Distributed Renewable Energy Resources.

“Renewable Energy Resource” means an energy resource that
is replaced rapidly by a natural, ongoing process and that is not
nuclear or fossil fuel.

“Tariff” means a Commission-approved rate designed to
recover an Affected Utility’s reasonable and prudent costs of
complying with these rules.

“Utility Distribution Company” means a public service corpo-
ration that operates, constructs, or maintains a distribution sys-
tem for the delivery of power to retail customers.

“Wholesale Distributed Generation Component” means non-
utility owners of Eligible Renewable Energy Resources that
are located within the distribution system and that do not
require a transmission line over 69 kv to deliver power at
wholesale to an Affected Utility to meet its Annual Renewable
Energy Requirements.

Historical Note
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).

R14-2-1802. Eligible Renewable Energy Resources

A.

“Eligible Renewable Energy Resources” are applications of

the following defined technologies that displace Conventional

Energy Resources that would otherwise be used to provide

electricity to an Affected Utility’s Arizona customers:

1. “Biogas Electricity Generator” is a generator that pro-
duces electricity from gases that are derived from plant-
derived organic matter, agricultural food and feed matter,
wood wastes, aquatic plants, animal wastes, vegetative
wastes, or wastewater treatment facilities using anaerobic
digestion or from municipal solid waste through a
digester process, an oxidation process, or other gasifica-
tion process.

2. “Biomass Electricity Generator” is an electricity genera-
tor that uses any raw or processed plant-derived organic
matter available on a renewable basis, including: dedi-
cated energy crops and trees; agricultural food and feed
crops; agricultural crop wastes and residues; wood wastes
and residues, including landscape waste, right-of-way
tree trimmings, or small diameter forest thinnings that are
12” in diameter or less; dead and downed forest products;
aquatic plants; animal wastes; other vegetative waste
materials; non-hazardous plant matter waste material that
is segregated from other waste; forest-related resources,
such as harvesting and mill residue, pre-commercial thin-
nings, slash, and brush; miscellaneous waste, such as
waste pellets, crates, and dunnage; and recycled paper
fibers that are no longer suitable for recycled paper pro-
duction, but not including painted, treated, or pressurized
wood, wood contaminated with plastics or metals, tires,
or recyclable post-consumer waste paper.

3. “Distributed Renewable Energy Resources” as defined in
subsection (B).

4. “Eligible Hydropower Facilities” are hydropower genera-
tors that were in existence prior to 1997 and that satisfy
one of the following two criteria:

a. New Increased Capacity of Existing Hydropower
Facilities: A hydropower facility that increases
capacity due to improved technological or opera-
tional efficiencies or operational improvements
resulting from improved or modified turbine design,
improved or modified wicket gate assembly design,
improved hydrological flow conditions, improved
generator windings, improved electrical excitation
systems, increases in transformation capacity, and

improved system control and operating limit modifi-
cations. The electricity kWh that are eligible to meet
the Annual Renewable Energy Requirements shall
be limited to the new, incremental kWh output
resulting from the capacity increase that is delivered
to Arizona customers to meet the Annual Renewable
Energy Requirement.

b.  Generation from pre-1997 hydropower facilities that
is used to firm or regulate the output of other eligi-
ble, intermittent renewable resources. The electricity
kWh that are eligible to meet the Annual Renewable
Energy Requirements shall be limited to the kWh
actually generated to firm or regulate the output of
eligible intermittent Renewable Energy Resources
and that are delivered to Arizona customers to meet
the Annual Renewable Energy Requirements.

5. “Fuel Cells that Use Only Renewable Fuels” are fuel cell
electricity generators that operate on renewable fuels,
such as hydrogen created from water by Eligible Renew-
able Energy Resources. Hydrogen created from non-
Renewable Energy Resources, such as natural gas or
petroleum products, is not a renewable fuel.

6. “Geothermal Generator” is an electricity generator that
uses heat from within the earth’s surface to produce elec-
tricity.

7.  “Hybrid Wind and Solar Electric Generator” is a system
in which a Wind Generator and a solar electric generator
are combined to provide electricity.

8. “Landfill Gas Generator” is an electricity generator that
uses methane gas obtained from landfills to produce elec-
tricity.

9. “New Hydropower Generator of 10 MW or Less” is a
generator, installed after January 1, 2006, that produces
10 MW or less and is either:

a. A low-head, micro hydro run-of-the-river system
that does not require any new damming of the flow
of the stream; or

b. An existing dam that adds power generation equip-
ment without requiring a new dam, diversion struc-
tures, or a change in water flow that will adversely
impact fish, wildlife, or water quality; or

c.  Generation using canals or other irrigation systems.

10. “Solar Electricity Resources” use sunlight to produce
electricity by either photovoltaic devices or solar thermal
electric resources.

11. “Wind Generator” is a mechanical device that is driven
by wind to produce electricity.

“Distributed Renewable Energy Resources” are applications

of the following defined technologies that are located at a cus-

tomer’s premises and that displace Conventional Energy

Resources that would otherwise be used to provide electricity

to Arizona customers:

1. “Biogas Electricity Generator,” “Biomass Electricity
Generator,” “Geothermal Generator,” “Fuel Cells that
Use Only Renewable Fuels,” “New Hydropower Genera-
tor of 10 MW or Less,” or “Solar Electricity Resources,”
as each of those terms is defined in subsections (A)(1),
(A)2), (A)5), (A)(©6), (A)(9), and (A)(10).

2.  “Biomass Thermal Systems” and “Biogas Thermal Sys-
tems” are systems which use fuels as defined in subsec-
tions (A)(1) and (A)(2) to produce thermal energy and
that comply with Environmental Protection Agency Cer-
tification Programs or are permitted by state, county, or
local air quality authorities. For purposes of this defini-
tion “Biomass Thermal Systems” and “Biogas Thermal
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Systems” do not include biomass and wood stoves, fur-
naces, and fireplaces.

3.  “Commercial Solar Pool Heaters” are devices that use
solar energy to heat commercial or municipal swimming
pools.

4. “Geothermal Space Heating and Process Heating Sys-
tems” are systems that use heat from within the earth’s
surface for space heating or for process heating.

5. “Renewable Combined Heat and Power System” is a Dis-
tributed Generation system, fueled by an Eligible Renew-
able Energy Resource, that produces both electricity and
useful renewable process heat. Both the electricity and
renewable process heat may be used to meet the Distrib-
uted Renewable Energy Requirement.

6. “Solar Daylighting” is the non-residential application of a
device specifically designed to capture and redirect the
visible portion of the solar beam, while controlling the
infrared portion, for use in illuminating interior building
spaces in lieu of artificial lighting.

7. “Solar Heating, Ventilation, and Air Conditioning”
(“HVAC”) is the combination of Solar Space Cooling and
Solar Space Heating as part of one system.

8. “Solar Industrial Process Heating and Cooling” is the use
of solar thermal energy for industrial or commercial man-
ufacturing or processing applications.

the owner of the Eligible Renewable Energy Resource from
which it was derived unless specifically transferred.

All transfers of Renewable Energy Credits shall be appropri-
ately documented to demonstrate that the energy associated
with the Renewable Energy Credits meets the provisions of
R14-2-1802.

Any contract by an Affected Utility for purchase or sale of
energy or Renewable Energy Credits to meet the requirements
of this Rule shall explicitly describe the transfer of rights con-
cerning both energy and Renewable Energy Credits.

Except in the case of Distributed Renewable Energy
Resources, Affected Utilities must demonstrate the delivery of
energy from Eligible Renewable Energy Resources to their
retail consumers such as by providing proof that the necessary
transmission rights were reserved and utilized to deliver
energy from Eligible Renewable Energy Resources to the
Affected Utility’s system, if transmission is required, or that
the appropriate control area operators scheduled the energy
from Eligible Renewable Energy Resources for delivery to the
Affected Utility’s system.

Historical Note
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).

R14-2-1804. Annual Renewable Energy Requirement

9. “Solar Space Cooling” is a technology that uses solar A. In order to ensure reliable electric service at reasonable rates,
thermal energy absent the generation of electricity to each Affected Utility shall be required to satisfy an Annual
drive a refrigeration machine that provides for space Renewable Energy Requirement by obtaining Renewable
cooling in a building. Energy Credits from Eligible Renewable Energy Resources.

10. “Solar Space Heating” is a method whereby a mechanical B. An Affected Utility’s Annual Renewable Energy Requirement
system is used to collect solar energy to provide space shall be calculated each calendar year by applying the follow-
heating for buildings. ing applicable annual percentage to the retail kWh sold by the

11. “Solar Water Heater” is a device that uses solar energy Affected Utility during that calendar year:
rather than electricity or fossil fuel to heat water for resi- 2006 1.25%
dential, commercial, or industrial purposes. 2007 1.50%

12. “Wind Generator of 1 MW or Less” is a mechanical 2008 1'7 50,
device, with an output of 1 MW or less, that is driven by 1270
wind to produce electricity. 2009 2.00%

C. Except as provided in subsection (A)(4), Eligible Renewable 2010 2.50%
Energy Resources shall not include facilities installed before 2011 3.00%
January 1, 1997. 2012 3.50%

D. The Commission may adopt pilot programs in which addi- 2013 4.00%

tional technologies are established as Eligible Renewable 2014 4.50%

Energy Resources. Any such additional technologlps shall be 2015 5.00%

Renewable Energy Resources that produce electricity, replace 2016 6.00%

electricity generated by Conventional Energy Resources, or 20 '

. . 17 7.00%

replace the use of fossil fuels with Renewable Energy .

Resources. Energy conservation products, energy management 2018 8.00%

products, energy efficiency products, or products that use non- 2019 9.00%

renewable fuels shall not be eligible for these pilot programs. 2020 10.00%

L. 2021 11.00%

Historical Note 2022 12.00%

New Section made by final rulemaking at 13 A.A.R. 2023 | 3' 00%
2389, effective August 14, 2007 (Supp. 07-2). Vo
2024 14.00%

R14-2-1803. Renewable Energy Credits After 2024  15.00%

A. One Renewable Energy Credit shall be created for each kWh
derived from an Eligible Renewable Energy Resource. The annual increase in the annual percentage for each Affected

B. For Distributed Renewable Energy Resources, one Renewable Utility will be pro rated for the first year based on when the

Energy Credit shall be created for each 3,415 British Thermal Affected Utility’s funding mechanism is approved.

Units of heat produced by a Solar Water Heating System, a ~ C. An Affected Utility may use Renewable Energy Credits

Solar Industrial Process Heating and Cooling System, Solar acquired in any year to meet its Annual Renewable Energy

Space Cooling System, Biomass Thermal System, Biogas Requirement.

Thermal System, or a Solar Space Heating System. D. Once a Renewable Energy Credit is used by any Affected Util-

C. An Affected Utility may transfer Renewable Energy Credits to ity to satisfy these requirements, the credit is retired and can-
another party and may acquire Renewable Energy Credits not be subseqqently used to satisfy these rules or any other
from another party. A Renewable Energy Credit is owned by regulatory requirement.
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E. If an Affected Utility trades or sells environmental pollution
reduction credits or any other environmental attributes associ-
ated with kWh produced by an Eligible Renewable Energy
Resource, the Affected Utility may not apply Renewable
Energy Credits derived from that same kWh to satisfy the
requirements of these rules.

F. No more than 20 percent of an Affected Utility’s Annual
Renewable Energy Requirement may be met with Renewable
Energy Credits derived pursuant to R14-2-1807.

G. An Affected Utility may ask the Commission to preapprove
agreements to purchase energy or Renewable Energy Credits
from Eligible Renewable Energy Resources.

A.

Historical Note C.
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).

R14-2-1805. Distributed Renewable Energy Requirement

A. In order to improve system reliability, each Affected Utility
shall be required to satisfy a Distributed Renewable Energy
Requirement by obtaining Renewable Energy Credits from
Distributed Renewable Energy Resources.

B. An Affected Utility’s Distributed Renewable Energy Require-
ment shall be calculated each calendar year by applying the
following applicable annual percentage to the Affected Util-
ity’s Annual Renewable Energy Requirement:

2007 5%

2008 10%

2009 15%

2010 20%

2011 25%

After 2011 30%
The annual increase in the annual percentage for each Affected
Utility will be pro rated for the first year based on when the
Affected Utility’s funding mechanism is approved.

C. An Affected Utility may use Renewable Energy Credits
acquired in any year to meet its Distributed Renewable Energy
Requirement. Once a Renewable Energy Credit is used by any
Affected Utility to satisfy these requirements, the credit is
retired.

D. An Affected Utility shall meet one-half of its annual Distrib-
uted Renewable Energy Requirement from residential applica-
tions and the remaining one-half from non-residential, non-
utility applications.

E. An Affected Utility may satisfy no more than 10 percent of its
annual Distributed Renewable Energy Requirement from
Renewable Energy Credits derived from distributed Renew-
able Energy Resources that are non-utility owned generators
that sell electricity at wholesale to Affected Utilities. This
Wholesale Distributed Generation Component shall qualify
for the non-residential portion of the Distributed Renewable
Energy Requirement.

F. Any Renewable Energy Credit created by production of
renewable energy which the Affected Utility does not own
shall be retained by the entity creating the Renewable Energy
Credit. Such Renewable Energy Credit may not be considered
used or extinguished by any Affected Utility without approval
and proper documentation from the entity creating the Renew-
able Energy Credit, regardless of whether or not the Commis-
sion acknowledged the kWhs associated with non-utility
owned Renewable Energy Credits.

G. The reporting of kWhs associated with Renewable Energy
Credits not owned by the utility will be acknowledged.

Historical Note
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).

Amended by final rulemaking at 21 A.A.R. 379, effec-
tive April 21, 2015 (Supp. 15-1).

R14-2-1806. Extra Credit Multipliers

Renewable Energy Credits derived from Eligible Renewable
Energy Resources installed after December 31, 2005, shall not
be eligible for Extra Credit Multipliers.
The extra Renewable Energy Credits resulting from any appli-
cable multiplier shall be added to the Renewable Energy Cred-
its produced by the Eligible Renewable Energy Resource to
determine the total Renewable Energy Credits that may be
used to meet an Affected Utility’s Annual Renewable Energy
Requirement.
“Early Installation Extra Credit Multiplier.” Affected Utilities
acquiring Renewable Energy Credits from a Solar Electricity
Resource, a Solar Water Heater, a Solar Space Cooling system,
a Landfill Gas Generator, a Wind Generator, or a Biomass
Electricity Generator that was installed and began operations
between January 1, 2001, and December 31, 2003, shall be eli-
gible for an Early Installation Extra Credit Multiplier. Renew-
able Energy Credits derived from such facilities and acquired
by Affected Utilities shall be eligible for five years following
the facility’s operational start-up. The multiplier shall vary
according to the year in which the system began operating:

2001 3

2002 2

2003 1
“In-state Power Plant Installation Extra Credit Multiplier.”
Affected Utilities acquiring Renewable Energy Credits from a
Solar Electricity Resource that was installed in Arizona on or
before December 31, 2005, shall be eligible for an In-state
Power Plant Installation Extra Credit Multiplier. The Renew-
able Energy Credits derived from such a facility and acquired
by an Affected Utility shall be multiplied by .5 annually for
the life of the facility. The extra Renewable Energy Credits
resulting from the multiplier shall be added to the Renewable
Energy Credits produced by the Eligible Renewable Energy
Resource to determine the total Renewable Energy Credits that
may be used to meet an Affected Utility’s Annual Renewable
Energy Requirement.
“In-state Manufacturing and Installation Content Extra Credit
Multiplier.” Affected Utilities acquiring Renewable Energy
Credits from a Solar Electricity Resource, a Solar Water
Heater, a Solar Space Cooling system, a Landfill Gas Genera-
tor, a Wind Generator, or a Biomass Electricity Generator that
was installed in Arizona on or before December 31, 2005, and
that contains components manufactured in Arizona shall be
eligible for an In-state Manufacturing and Installation Content
Extra Credit Multiplier. The Renewable Energy Credits
derived from such a facility and acquired by an Affected Util-
ity shall be multiplied annually for the life of the facility by a
factor determined by multiplying .5 times the percent of Ari-
zona content of the total installed plant.
“Distributed Solar Electric Generator and Solar Incentive Pro-
gram Extra Credit Multiplier.” Affected Ultilities acquiring
Renewable Energy Credits from a Distributed Solar Electric
Generator that was installed in Arizona on or before December
31, 2005, shall be eligible for a Distributed Solar Electric Gen-
erator and Solar Incentive Program Extra Credit Multiplier if
the facility meets at least two of the following criteria:
1. The facility is installed on customer premises,
2. The facility is included in any Affected Utility’s approved

Green Pricing program,
3. The facility is included in any Affected Utility’s approved

Net Metering or Net Billing program,
4.  The facility is included in any Affected Utility’s approved

solar leasing program, or
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5. The facility is owned by and located on an Affected Util-
ity’s property or customer property. The Renewable
Energy Credits derived from such a facility and acquired
by an Affected Utility shall be multiplied by .5 annually
for the life of the facility. Meters will be attached to each
solar electric generator and read at least once annually to
verify solar performance.

G. All multipliers are additive, except that the maximum com-

bined Extra Credit Multiplier shall not exceed 2.0.

Historical Note
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).

R14-2-1807. Manufacturing Partial Credit

A.

An Affected Utility may acquire Renewable Energy Credits to
apply to the non-distributed portion of its Annual Renewable
Energy Requirement if it or its affiliate owns or makes a sig-
nificant investment in any solar electric manufacturing plant
located in Arizona or if it or its affiliate provides incentives to
a manufacturer of solar electric products to locate a manufac-
turing facility in Arizona.

The Renewable Energy Credits shall be equal to the nameplate
capacity of the solar electric generators produced and sold in a
calendar year times 2,190 hours, which approximates a 25 per-
cent capacity factor.

Extra credit multipliers shall not apply to Renewable Energy
Credits created by this Section.

Historical Note
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).

R14-2-1808. Tariff

A.

Within 60 days of the effective date of these rules, each
Affected Utility shall file with the Commission a Tariff in sub-
stantially the same form as the Sample Tariff set forth in these
rules that proposes methods for recovering the reasonable and
prudent costs of complying with these rules. The specific
amounts in the Sample Tariff are for illustrative purposes only
and Affected Utilities may submit, with proper support, Tariff
filings with alternative surcharge amounts.

The Affected Utility’s Tariff filing shall provide the following

information:

1. Financial information and supporting data sufficient to
allow the Commission to determine the Affected Utility’s
fair value for purposes of evaluating the Affected Util-
ity’s proposed Tariff. Information submitted in the format
of the Annual Report required under R14-2-212(G)(4)
will be the minimum information necessary for filing a
Tariff application but Commission Staff may request
additional information depending upon the type of Tariff
filing that is submitted;

2. A discussion of the suitability of the Sample Tariff set
forth in Appendix A for recovering the Affected Utility’s
reasonable and prudent costs of complying with these
rules;

3. Data to support the level of costs that the Affected Utility
contends will be incurred in order to comply with these
rules;

4. Data to demonstrate that the Affected Utility’s proposed
Tariff is designed to recover only the costs in excess of
the Market Cost of Comparable Conventional Genera-
tion; and

5. Any other information that the Commission believes will
be relevant to the Commission’s consideration of the Tar-
iff filing.

C.

The Commission will approve, modify, or deny a Tariff pro-
posed pursuant to subsection (A) within 180 days after the Tar-
iff has been filed. The Commission may suspend this deadline
or adopt an alternative procedural schedule for good cause.
The Affected Utility’s Annual Renewable Energy Require-
ment, as set forth in R14-2-1804(B), and Distributed Renew-
able Energy Requirement, as set forth in R14-2-1805(B), will
be effective upon Commission approval of the Tariff filed pur-
suant to this Section.

If an Affected Utility has an adjustor mechanism for the recov-
ery of costs related to Annual Renewable Energy Require-
ments, the Affected Utility may file a request to reset its
adjustor mechanism in lieu of a Tariff pursuant to subsection
(A). The Aftected Utility’s filing shall provide all the informa-
tion required by subsection (B), except that it may omit infor-
mation specifically related to the fair value determination. The
Affected Utility’s Annual Renewable Energy Requirement, as
set forth in R14-2-1804(B), and Distributed Renewable
Energy Requirement, as set forth in R14-2-1805(B), will be
effective upon Commission approval of the adjustor mecha-
nism rate filed pursuant to this Section.

An Affected Utility may file a rate case pursuant to R14-2-103
in lieu of a Tariff pursuant to subsection (A). The Affected
Utility’s filing shall provide all information required by sub-
section (B).

Historical Note
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).

R14-2-1809. Customer Self-Directed Renewable Energy
Option
A. By January 1, 2007, each Affected Utility shall file with

Docket Control a Tariff by which an Eligible Customer may
apply to an Affected Utility to receive funds to install distrib-
uted Renewable Energy Resources. The funds annually
received by an Eligible Customer pursuant to this Tariff may
not exceed the amount annually paid by the Eligible Customer
pursuant to the Affected Utility’s Tariff.

An Eligible Customer seeking to participate in this program
shall submit to the Affected Utility a written application that
describes the Renewable Energy Resources that it proposes to
install and the projected cost of the project. An Eligible Cus-
tomer shall provide at least half of the funding necessary to
complete the project described in its application.

All Renewable Energy Credits derived from the project,
including generation and Extra Credit Multipliers, shall be
applied to satisfy the Affected Utility’s Annual Renewable
Energy Requirement.

Historical Note
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).

R14-2-1810. Uniform Credit Purchase Program

A.

The Director of the Utilities Division shall establish a Uniform
Credit Purchase Program working group, which will study
issues related to implementing Distributed Renewable Energy
Resources. The working group shall address the consumer par-
ticipation process, budgets, incentive levels, eligible technolo-
gies, system requirements, installation requirements, and any
other issues that are relevant to encouraging the implementa-
tion of Distributed Renewable Energy Resources. No later
than March 1, 2007, the Director of the Utilities Division shall
file a staff report with recommendations for Uniform Credit
Purchase Programs.
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No later than July 1, 2007, each Affected Utility shall file a
Uniform Credit Purchase Program for Commission review and
approval.

Historical Note
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).

Net Metering and Interconnection Standards

The Commission Staff shall host a series of workshops addressing
the issues of rate design including Net Metering and interconnec-
tion standards. Upon completion of this task, and the adoption of
rules or standards, if appropriate, each Affected Utility shall file
conforming Net Metering tariffs and interconnection standards in
Docket Control.

Historical Note
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).

R14-2-1812. Compliance Reports

A.

Beginning April 1, 2007, and every April 1st thereafter, each

Affected Utility shall file with Docket Control a report that

describes its compliance with the requirements of these rules

for the previous calendar year and provides other relevant
information. The Affected Utility shall also transmit to the

Director of the Ultilities Division an electronic copy of this

report that is suitable for posting on the Commission’s web

site.

The compliance report shall include the following informa-

tion:

1. The actual kWh of energy produced within its service ter-
ritory and the actual kWh of energy or equivalent
obtained from Eligible Renewable Energy Resources, dif-
ferentiating between kWhs for which the Affected Utility
owns the Renewable Energy Credits and kWhs produced
in the Affected Utility’s service territory for which the
Affected Utility does not own the Renewable Energy
Credits;

2. The kWh of energy or equivalent obtained from Eligible
Renewable Energy Resources normalized to reflect a full
year’s production;

3. The kW of generation capacity, disaggregated by technol-
0gy type;

4. Cost information regarding cents per actual kWh of
energy obtained from Eligible Renewable Energy
Resources and cents per kW of generation capacity, dis-
aggregated by technology type;

5. A breakdown of the Renewable Energy Credits used to
satisfy both the Annual Renewable Energy Requirement
and the Distributed Renewable Energy Requirement and
appropriate documentation of the Affected Utility’s
receipt of those Renewable Energy Credits; and

6. A description of the Affected Utility’s procedures for
choosing Eligible Renewable Energy Resources and a
certification from an independent auditor that those pro-
cedures are fair and unbiased and have been appropriately
applied.

The Commission may consider all available information and

may hold a hearing to determine whether an Affected Utility’s

compliance report satisfied the requirements of these rules.

Historical Note
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).
Amended by final rulemaking at 21 A.A.R. 379, effec-
tive April 21, 2015 (Supp. 15-1).

R14-2-1813. Implementation Plans

A.

Beginning July 1, 2007, and every July 1st thereafter, each

Affected Utility shall file with Docket Control for Commis-

sion review and approval a plan that describes how it intends

to comply with these rules for the next calendar year. The

Affected Utility shall also transmit an electronic copy of this

plan that is suitable for posting on the Commission’s web site

to the Director of the Utilities Division.

The implementation plan shall include the following informa-

tion:

1. A description of the Eligible Renewable Energy
Resources, identified by technology, proposed to be
added by year for the next five years and a description of
the kW and kWh to be obtained from each of those
resources;

2. The estimated cost of each Eligible Renewable Energy
Resource proposed to be added, including cost per kWh
and total cost per year;

3. A description of the method by which each Eligible
Renewable Energy Resource is to be obtained, such as
self-build, customer installation, or request for proposals;

4. A proposal that evaluates whether the Affected Utility’s
existing rates allow for the ongoing recovery of the rea-
sonable and prudent costs of complying with these rules,
including a Tariff application that meets the requirements
of R14-2-1808 and addresses the Sample Tariff set forth
in Appendix A if necessary; and

5. A line item budget that allocates specific funding for Dis-
tributed Renewable Energy Resources, for the Customer
Self-Directed Renewable Energy Option, for power pur-
chase agreements, for utility-owned systems, and for each
Eligible Renewable Energy Resource described in the
Affected Utility’s implementation plan.

The Commission may hold a hearing to determine whether an

Affected Utility’s implementation plan satisfies the require-

ments of these rules.

Historical Note
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).

R14-2-1814. Electric Power Cooperatives

A.

Within 60 days of the effective date of these rules, every elec-
tric cooperative that is an Affected Utility shall file with
Docket Control an appropriate plan for acquiring Renewable
Energy Credits from Eligible Renewable Energy Resources for
the next calendar year and a Tariff that proposes methods for
recovering the reasonable and prudent costs of complying with
its proposed plan and addresses the Sample Tariff set forth in
Appendix A. The cooperative shall also transmit electronic
copies of these filings that are suitable for posting on the Com-
mission’s web site to the Director of the Utilities Division.
Upon Commission approval of this plan, its provisions shall
substitute for the requirements of R14-2-1804 and R14-2-1805
for the electric power cooperative proposing the plan.
Beginning July 1, 2007, and every July Ist thereafter, every
electric cooperative that is an Affected Utility shall file with
Docket Control an appropriate plan for acquiring Renewable
Energy Credits from Eligible Renewable Energy Resources for
the next calendar year. The cooperative shall also transmit an
electronic copy of this plan that is suitable for posting on the
Commission’s web site to the Director of the Utilities Divi-
sion.

Historical Note
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).

R14-2-1815. Enforcement and Penalties
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A. If an Affected Utility fails to meet the annual requirements set
forth in R14-2-1804 and R14-2-1805, it shall include with its
annual compliance report a notice of noncompliance.

B. The notice of noncompliance shall provide the following
information:

1. A computation of the difference between the Renewable
Energy Credits required by R14-2-1804 and R14-2-1805
and the amount actually obtained,

2. A plan describing how the Affected Utility intends to
meet the shortfall from the previous calendar year in the
current calendar year, and

3. An estimate of the costs of meeting the shortfall.

C. If the Commission finds after affording an Affected Utility
notice and an opportunity to be heard that the Affected Utility
has failed to comply with its implementation plan approved by
the Commission as set forth in R14-2-1813, the Commission
may find that the Affected Utility shall not recover the costs of
meeting the shortfall described in R14-2-1815(B) in rates.

D. Nothing herein is intended to limit the actions the Commission
may take or the penalties the Commission may impose pursu-
ant to Arizona Revised Statutes, Chapter 2, Article 9. An
Affected Utility is entitled to notice and an opportunity to be
heard prior to Commission action or imposition of penalties.

Historical Note
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).

R14-2-1816. Waiver from the Provisions of this Article

A. The Commission may waive compliance with any provision of
this Article for good cause.

B. Any Affected Utility may petition the Commission to waive its
compliance with any provision of this Article for good cause.

C. A petition filed pursuant to these rules shall have priority over
other matters filed at the Commission.

Historical Note
New Section made by final rulemaking at 13 A.A.R.
2389, effective August 14, 2007 (Supp. 07-2).

Appendix A. Sample Tariff

Unless otherwise ordered by the Commission, the renewable energy
standard surcharge shall be assessed monthly to every retail electric
service. This monthly assessment will be the lesser of $0.004988
per kWh or:

1. For residential customers, $1.05 per service;

2. For non-residential customers, $39.00 per service;

3. For non-residential customers whose metered demand is
3,000 kW or more for three consecutive months, $117.00
per service;

4. For non-metered services, the lesser of the load profile or
otherwise estimated kWh required to provide the service
in question, or the service’s contract kWh shall be used in
the calculation of the surcharge.

Historical Note
New Appendix A made by final rulemaking at 13
A.AR. 2389, effective August 14, 2007 (Supp. 07-2).

ARTICLE 19. CONSUMER PROTECTIONS FOR
UNAUTHORIZED CARRIER CHANGES

Article 19, consisting of R14-2-1901 through RI14-2-1913,
made by final rulemaking at 10 A.A.R. 2409, effective July 23, 2004
(Supp. 04-2).

R14-2-1901. Definitions

A. “Authorized Carrier” means any Telecommunications Com-
pany that submits, on behalf of a Customer, a change in the
Customer’s selection of a provider of telecommunications ser-

vice, with the Subscriber’s authorization verified in accor-
dance with the procedures specified in this Article.

B. “Commission” means Arizona Corporation Commission.

C. “Customer” means the person or entity in whose name service
is rendered, as evidenced by the signature on the application or
contract for service, or by the receipt or payment of bills regu-
larly issued in their name regardless of the identity of the
actual user of service.

D. “Executing Telecommunications Carrier” means a Telecom-
munications Company that effects a request that a Subscriber’s
Telecommunications Company be changed.

E. “Letter of Agency” means written authorization, including
internet enabled with electronic signature, by a Subscriber
authorizing a Telecommunications Company to act on the
Subscriber’s behalf to change the Subscriber’s Telecommuni-
cations Company.

F. “Subscriber” means the Customer identified in the account
records of a Telecommunications Company; and any person
authorized by such Customer to change telecommunications
services or to charge services to the account; or any person
contractually or otherwise lawfully authorized to represent
such Customer.

G. “Telecommunications Company” means a public service cor-
poration, as defined in the Arizona Constitution, Article 15, §
2, which provides telecommunications services within the
state of Arizona and over which the Commission has jurisdic-
tion.

H. “Unauthorized Carrier” means any Telecommunications Com-
pany that submits, on behalf of a Customer, a change in the
Customer’s selection of a provider of telecommunications ser-
vice without the subscriber’s authorization verified in accor-
dance with the procedures specified in this Article.

I.  “Unauthorized Change” (“slamming”) means a change in a
Telecommunications Company submitted on behalf of a Sub-
scriber that was not authorized in accordance with R14-2-1904
or not verified in accordance with R14-2-1905.

J.  “Unauthorized Charge” means any charge incurred as a result
of an Unauthorized Change.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-1902. Purpose and Scope

These rules shall be interpreted to ensure that all Customers in this
state are protected from an Unauthorized Change in their intra-
LATA, or interLATA long-distance Telecommunications Company.
The rules shall be interpreted to promote satisfactory service to the
public by local and intraLATA or interLATA long-distance Tele-
communications Companies and to establish the rights and respon-
sibilities of both company and Customer. The rules shall be
interpreted to establish liability standards and penalties to ensure
compliance.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-1903. Application

These rules apply to each Telecommunications Company. These
rules do not apply to providers of wireless, cellular, personal com-
munications services, or commercial mobile radio services.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-1904. Authorized
Change Procedures

Telecommunications  Company
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A. A Telecommunications Company shall not submit a change on
behalf of a Subscriber prior to obtaining authorization from the
Subscriber and obtaining verification of that authorization in
accordance with R14-2-1905.

B. A Telecommunications Company submitting a change shall
maintain and preserve records of verification of individual
Subscriber authorization for 24 months.

C. An Executing Telecommunications Carrier shall not contact
the Subscriber to verify the Subscriber’s selection received
from a Telecommunications Company submitting a change.

D. An Executing Telecommunications Carrier shall execute such
changes as promptly as reasonable business practices will per-
mit, which shall not exceed 10 business days from the receipt
of a change notice from a submitting Telecommunications
Company. The Executing Telecommunications Carrier shall
have no liability for processing an Unauthorized Change.

E. If a Telecommunications Company is selling more than one
type of service, for example, local, intralLATA, or interLATA,
it may obtain authorizations from the Subscriber for all ser-
vices authorized during a single contact.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-1905. Verification of Orders for Telecommunications

Service

A. A Telecommunications Company shall not submit a change
order unless it confirms the order by one of the following
methods:

1. The Telecommunications Company obtains the Sub-
scriber’s written authorization, including internet enabled
authorization with electronic signature, in a form that
meets the requirements of this Section.

2. The Telecommunications Company obtains the Sub-
scriber’s electronic or voice-recorded authorization for
the change that meets the requirements of this Section.

3. An independent third party, qualified under the criteria
set forth in subsection (F), obtains and records the Sub-
scriber’s verbal authorization for the change that con-
firms and includes appropriate verification data pursuant
to the requirements of this Section.

B. Written authorization obtained by a Telecommunications
Company shall:

1. Be a separate document containing only the authorizing
language in accordance with verification procedures of
this Section,

2. Have the sole purpose of authorizing a Telecommunica-
tions Company change, and

3. Be signed and dated by the Subscriber requesting the
Telecommunications Company change.

C. A Letter of Agency may be combined with a marketing check
subject to the following requirements. The Letter of Agency
when combined with a marketing check shall not contain pro-
motional language or material. The Letter of Agency when
combined with a marketing check shall have on its face and
near the endorsement line a notice in bold-face type that the
Subscriber authorizes a Telecommunications Company change
by signing the check. The notice shall be in easily readable,
bold-face type and shall be written in both English and Span-
ish, as well as in any other language which was used at any
point in the sales transaction. If a Telecommunications Com-
pany cannot comply with the requirements of this Section, it
may not combine a Letter of Agency with a marketing check.

D. An electronically signed Letter of Agency is valid written
authorization.

E. A Telecommunications Company that obtains a Subscriber’s
electronic voice recorded authorization shall confirm the Cus-
tomer identification and service change information. If a Tele-
communications Company elects to verify sales by electronic
voice recorded authorization, it shall establish one or more
toll-free telephone numbers exclusively for that purpose. A
call to the toll-free number shall connect the Subscriber to a
recording mechanism that shall record the following informa-
tion regarding the Telecommunications Company change:

1. The identity of the Subscriber,

2. Confirmation that the person on the call is authorized to
make the Telecommunications Company change,

3. Confirmation that the person on the call wants to make
the Telecommunications Company change,

4. The name of the newly authorized Telecommunications
Company,

5. The telephone numbers to be switched, and

6. The types of service involved.

F. A Telecommunications Company that verifies a Subscriber’s
authorization by an independent third party shall comply with
the following:

1. The independent third party shall not be owned, man-
aged, or controlled by the Telecommunications Company
or the company’s marketing agent.

2. The independent third party shall not have any financial
incentive to verify that Telecommunications Company
change orders are authorized.

3. The independent third party shall operate in a location
physically separate from the Telecommunications Com-
pany or the company’s marketing agent.

4. The independent third party shall inform the Subscriber
that the call is being recorded and shall record the Sub-
scriber’s authorization to change the Telecommunications
Company.

5. All third party verification methods shall elicit and
record, at a minimum:

a.  The identity of the Subscriber,

b. Confirmation that the person on the call is autho-
rized to make the Telecommunications Company
change,

c. Confirmation that the person on the call wants to
make the Telecommunications Company change,

d. The name of the newly authorized Telecommunica-
tions Company,

e. The telephone numbers to be switched, and

f.  The types of service involved.

6. The independent third party shall conduct the verification
in the same language as was used in the initial sales trans-
action.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-1906. Notice of Change

When an Authorized Carrier changes a Subscriber’s service, the
Authorized Carrier, or its billing and collection agent, shall clearly
and conspicuously identify any change in service provider, includ-
ing the name of the new Authorized Carrier and its telephone num-
ber on a bill, a bill insert, or in a separate mailing to the Subscriber.
The notice of change shall be printed in both English and Spanish.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-1907. Unauthorized Changes
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A. A Subscriber shall notify the alleged Unauthorized Carrier

within a reasonable period of time after receiving notice of an

Unauthorized Change. Any period of time of 60 days or less

shall automatically be presumed to be reasonable, and any

period of time longer than 60 days may be reasonable based on
the circumstances.

After a Subscriber notifies the alleged Unauthorized Carrier

that the change was unauthorized, the alleged Unauthorized

Carrier shall take all actions within its control to facilitate the

Subscriber’s return to the original Telecommunications Com-

pany as promptly as reasonable business practices will permit,

but no later than five business days from the date of the Sub-
scriber’s notification to it.

If an alleged Unauthorized Carrier has been notified that an

Unauthorized Change has occurred and the alleged Unautho-

rized Carrier cannot verify within five business days that the

change was authorized pursuant to R14-2-1905, the alleged

Unauthorized Carrier shall:

1. Pay all charges to the original Telecommunications Com-
pany associated with returning the Subscriber to the orig-
inal Telecommunications Company as promptly as
reasonable business practices will permit, but no later
than 30 business days from the date of the alleged Unau-
thorized Carrier’s failure to confirm authorization of the
change;

2. Absolve the Subscriber of all charges incurred during the
first 90 days of service provided by the alleged Unautho-
rized Carrier if a Subscriber has not paid charges to the
alleged Unauthorized Carrier;

3. Forward relevant billing information to the original Tele-
communications Carrier within 15 business days of a
Subscriber’s notification. The original Telecommunica-
tions Company may not bill the Subscriber for unautho-
rized service charges during the first 90 days of the
alleged Unauthorized Carrier’s service but may thereafter
bill the Subscriber at the original Telecommunications
Company’s rates; and

4. Refund to the original Telecommunications Company,
100% of any alleged Unauthorized Carrier’s charges that
a Subscriber paid to the alleged Unauthorized Carrier.
The original Telecommunications Company shall apply
the credit of 100% to the Subscriber’s authorized charges.

Until the alleged Unauthorized Carrier certifies with support-

ing documentation to the Subscriber that the change was veri-

fied pursuant to R14-2-1905, the billing Telecommunications

Company shall not:

Suspend, disconnect, or terminate telecommunications
service to a Subscriber who disputes any billing charge
pursuant to this Section or for nonpayment of a charge
related to an unauthorized change unless requested by the
Subscriber, or

2. File an unfavorable credit report against a Customer who
has not paid charges that the Subscriber has alleged were
unauthorized.

The Customer shall remain obligated to pay any charges that

are not disputed.

The alleged Unauthorized Carrier shall maintain and preserve

individual Customer records of Unauthorized Change com-

plaints for 24 months.

G. Each occurrence of slamming to an individual account shall

constitute a separate violation of this Article, subject to indi-
vidual enforcement actions and penalties as prescribed herein.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-1908. Notice of Subscriber Rights
A. A Telecommunications Company shall provide to each of its

Subscribers notice of the Subscriber’s rights regarding Unau-

thorized Changes and Unauthorized Charges.

The Subscriber notice shall include the following:

1.  The name, address and telephone numbers where a Sub-
scriber can contact the Telecommunications Company;

2. A Telecommunications Company is prohibited from
changing telecommunications service to another com-
pany without the Subscriber’s permission;

3. A Telecommunications Company that has switched tele-
communications service without the Subscriber’s permis-
sion is required to pay all charges associated with
returning the Customer to the original Telecommunica-
tions Company as promptly as reasonable business prac-
tices will permit, but no later than 30 business days from
the Subscriber’s request;

4. An Unauthorized Carrier shall absolve a Subscriber of all
unpaid charges which were incurred during the first 90
days of service provided by the Unauthorized Carrier;

5. If a Subscriber incurred charges for service provided
during the first 90 days of service with the Unauthorized
Carrier, the Unauthorized Carrier shall forward the rele-
vant billing information to the original Telecommunica-
tion Company. The original Telecommunications
Company may not bill the Subscriber for unauthorized
service charges during the first 90 days of the Unautho-
rized Carrier’s service but may thereafter bill the Sub-
scriber at the original Telecommunications Company’s
rates;

6. If a Subscriber has paid charges to the Unauthorized Car-
rier, the Unauthorized Carrier must pay 100% of the
charges to the original Telecommunications Company
and the original Telecommunications Company shall
apply the 100% as credit to the Customer’s authorized
charges;

7. A Subscriber who has been slammed can contact the
Unauthorized Carrier to request the service be changed
back in accordance with R14-2-1907;

8. A Subscriber who has been slammed can report the
Unauthorized Change to the Arizona Corporation Com-
mission;

9. The name, address, web site, and toll free consumer ser-
vices telephone number of the Arizona Corporation Com-
mission; and

10. A Subscriber can request their local exchange company
place a freeze on the Customer’s long distance telecom-
munications service account.

C. Distribution, language, and timing of notice.

1. A Telecommunications Company shall provide the notice
described in this Section to new Customers at the time
service is initiated, and upon a Subscriber’s request.

2. A Telecommunications Company that publishes a tele-
phone directory or contracts for publication of a tele-
phone directory, shall arrange for the notice to appear in
the white pages of its annual telephone directory.

3. A Telecommunications Company with a web site shall
display the notice described in this Section on the com-
pany’s web site.
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4. The notice of subscriber rights described in this Section
shall be written in both English and Spanish.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-1909. Customer Account Freeze
A. A Customer account freeze prevents a change in a Sub-

scriber’s intraLATA and interLATA Telecommunications
Company selection until the Subscriber gives consent to lift
the freeze to the local exchange company that implemented the
freeze.

3. Require the alleged Unauthorized Carrier to provide an
initial response within five business days of receipt of
notice from the Commission;

4. Require the alleged Unauthorized Carrier to provide doc-
umentation of the Subscriber’s authorization. If such
information is not provided to Staff within 10 business
days of the initial Staff notification, Staff shall presume
that an Unauthorized Change occurred,

5. Advise the Telecommunications Company that it shall
provide Staff with any additional information requested
by Staff within 10 business days of Staft’s request; and

6. Inform the Telecommunications Company that failure to

B. A local exchange company that offers a freeze shall do so on a provide the requested information or a good faith
nondiscriminatory basis to all Subscribers. response to Commission Staff within 15 business days
C. A Telecommunications Company that offers information on shall be deemed an admission to the allegations contained
freezes shall clearly distinguish intraLATA and interLATA within the request and the Telecommunications Company
telecommunications services. shall be deemed in violation of the applicable provisions
D. A local exchange carrier shall not implement or remove a of this Article.
freeze without authorization obtained consistent with R14-2- C. [If the parties do not resolve the matter, the Staff will conduct a
1904 and verification consistent with R14-2-1905. However, a review of the informal complaint and related materials to
local exchange carrier shall remove a freeze if authorized by determine if an Unauthorized Change has occurred, which
the subscriber in a three-way conference call meeting the review shall be completed within 30 days of the Staff’s receipt
requirements of 47 C.F.R. 64.1190(e)(2) incorporated by refer- of the informal complaint.
ence. This reference to 47 C.F.R. 64.1190(e)(2) is to the ver- D. Upon conclusion its review, Staff shall render a written sum-
sion in effect as of January 1, 2004 and no future editions or mary of its findings and recommendation to all parties. Staff’s
amendments. Copies of 47 C.F.R. 64.1190(3)(2) are available written summary is not binding on any party. Any party shall
from the Federal Communications Commission at 445 12th have the right to file a formal complaint with the Commission
Street SW, Washington D.C. 20554 and at the offices of the under A.R.S. § 40-246. Staff’s written summary shall not be
Arizona Corporations Commission at 1200 W. Washington admissible in the formal complaint proceeding.
Street, Phoenix, Arizona 85007 and online at www.gpoac- Historical Note
giztségov and are on file with the Office of the Secretary of New Section made by final rulemaking at 10 A.A R.
E. A Telecommunications Company shall not charge the Cus- 2409, effective July 23, 2004 (Supp. 04-2).
tomer for imposing or removing a freeze except under a Com- R14-2-1911. Compliance and Enforcement
mission approved tariff. A. A Telecommunications Company shall provide a copy of its
F. A Telecommunications Company shall maintain records of all records of Subscriber verification and Unauthorized Changes
freeze authorizations and repeals for the duration of the Cus- maintained under the requirements of this Article to Commis-
tomer account freeze or at least 24 months following the can- sion Staff upon request.
cellation of the Customer account freeze or discontinuance of B. If the Commission finds that a Telecommunications Company
service provided to that account. is in violation of this Article, the Commission shall order the
s company to take corrective action as necessary, and the Com-
Historical Note . . . .
New Section made by final rulemaking at 10 A.A.R. MISSION May mpose such pe?naltles as are authgnz; d by law.
2409, effective July 23, 2004 (Supp. 04-2). The C_om.mlss_lon may sanction a Telec.or_n.munlcatlons Cqm—
pany in violation of this Article by prohibiting further solicita-
R14-2-1910. Informal Complaint Process tion of new customers for a specified period, or by revocation
A. A Subscriber may file an informal complaint within 90 days of of its Certificate of Convenience and Necessity. The Commis-
receiving notice of an Unauthorized Charge, or, thereafter, sion may take any other enforcement actions authorized by
upon a showing of good cause. The complaint shall be submit- law.
ted to the Commission Staff in writing, telephonically, or via C. The Commission Staff shall coordinate its enforcement efforts
electronic transmission, and shall include: regarding the prosecution of fraudulent, misleading, deceptive,
1. Complainant’s name, address, telephone number; and anti-competitive business practices with the Arizona
2. The names of the Telecommunications Companies Attorney General.
involved,; s
P . Historical Note
3. The approximate date of the alleged Unauthorized New Section made by final rulemaking at 10 A.A.R.
Change; o : 2409, effective July 23, 2004 (Supp. 04-2).
4. A statement of facts, including documentation, to support
the complainant’s allegation; R14-2-1912. Severability
5. The amount of any disputed charges, including any If any provision of this Article is found to be invalid, it shall be
amount already paid; and deemed severable from the remainder of this Article and the
6. The specific relief sought. remaining provisions of this Article shall remain in full force and
B. Commission Staff shall: effect.
1. Assist the parties in resolving the informal complaint; s
2. Notify the Executing Telecommunications Company, . Historical Note .
.- . New Section made by final rulemaking at 10 A.A.R.
original Telecommunications Company, and alleged 2409, effective July 23, 2004 (S 04-2)
Unauthorized Carrier of the alleged Unauthorized - cliective July =3, upp- ’
Change; R14-2-1913. Script Submission
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A. Each Telecommunications Company shall file under seal in a
docket designated by the Director of the Utilities Division
(“Director”) a copy of all sales or marketing scripts used by its
(or its agent’s) sales or customer service workers. For the pur-
pose of this rule, “sales or marketing scripts” means all scripts
that involve proposing a change in Telecommunications Com-
pany or responding to an inquiry regarding a possible change
in Telecommunications Company.

B. A Telecommunications Company shall make the filing
described in R14-2-1913(A) at the following times:

1. 90 days from the day these rules are first published in a
Notice of Final Rulemaking in the Arizona Administra-
tive Register;

2. On April 15 of each year;

Whenever directed to do so by the Director; and
4.  Whenever a material change to a script occurs or a new

script is used that is materially difference from a script on
file with the Director.

C. The Director may request further information or clarification
on any script, and the Telecommunications Company shall
respond to the Director’s request within 10 days.

D. The Director may initiate a formal complaint under R14-3-101
through R14-3-113 to review any script. The failure to file
such a complaint or request further information or clarification
does not constitute approval of the script, and the fact that the
script is on file with the Commission may not be used as evi-
dence that the script is just, reasonable, or not fraudulent.

hed

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

ARTICLE 20. CONSUMER PROTECTIONS FOR
UNAUTHORIZED CARRIER CHARGES

Article 20, consisting of R14-2-2001 through RI14-2-2011,
made by final rulemaking at 10 A.A.R. 2409, effective July 23, 2004
(Supp. 04-2).

R14-2-2001. Definitions

A. “Commission” means the Arizona Corporation Commission.

B. “Customer” means the person or entity in whose name service
is rendered, as evidenced by the signature on the application or
contract for service, or by the receipt or payment of bills regu-
larly issued in their name regardless of the identity of the
actual user of service.

C. “Subscriber” means the Customer identified in the account
records of a Telecommunications Company; any person autho-
rized by such Customer to change telecommunications ser-
vices or to charge services to the account; or any person
contractually or otherwise lawfully authorized to represent
such Customer.

D. “Telecommunications Company” means a public service cor-
poration, as defined in the Arizona Constitution, Article 15, §
2, that provides telecommunications services within the state
of Arizona and over which the Commission has jurisdiction.
The phrase “Telecommunications Company” does not include
providers of wireless, cellular, personal communications ser-
vices, or commercial mobile radio services.

E. “Unauthorized Charge” (“cramming”) means any recurring
charge on a Customer’s telephone bill that was not authorized
or verified in compliance with R14-2-2005. This does not
include one-time pay-per-use charges or taxes and other sur-

charges that have been authorized by law to be passed through
to the Customer.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-2002. Purpose and Scope

The provisions of this Article shall be interpreted to ensure all Cus-
tomers in this state are protected from Unauthorized Charges on
their bill from a Telecommunications Company.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-2003. Application
This Article applies to each Telecommunications Company.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-2004. Requirements for

Charges

A. A Telecommunications Company shall provide its billing
agent with its name, telephone number, and a list with detailed
descriptions of the products and services it intends to charge
on a Customer’s bill so that the billing agent may accurately
identify the product or service on the Customer’s bill.

B. A Telecommunications Company or its billing agent shall
specify the product or service being billed and all associated
charges.

C. A Telecommunications Company or its billing agent shall pro-
vide the Subscriber with a toll-free telephone number the Sub-
scriber may call for billing inquiries.

Submitting  Authorized

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-2005. Authorization Requirements

A. A Telecommunications Company shall record the date of a
service request and shall obtain from the Subscriber requesting
a product or service the following:

1. The name and telephone number of the Customer,

2. Verification that Subscriber is authorized to order the
product or service, and

3. Explicit Subscriber acknowledgement that the charges
will be assessed on the Customer’s bill.

B. A Telecommunications Company shall communicate the fol-
lowing information to a Subscriber requesting a product or ser-
vice:

1. An explanation of each product or service offered,

2. An explanation of all applicable charges,

3. A description of how the charge will appear on the Cus-
tomer’s bill,

4.  An explanation of how a product or service can be can-
celled, and

5. A toll-free telephone number for Subscriber inquiries.

C. The authorization required by R14-2-2005(A) and the commu-
nications required by R14-2-2005(B) shall be given in all lan-
guages used at any point in the sales transaction. At the
beginning of any sales transaction, the Telecommunications
Company must offer to conduct the transaction in English or
Spanish and must comply with the Customer’s choice or shall
not complete the transaction.

D. During each contact in which the Telecommunications Com-
pany offers to establish residential service or in which a person
requests the establishment of residential service, the Telecom-
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munications Company shall inform the subscriber of the cost
of “basic local exchange telephone service” as defined in R14-
2-1201(6), if provided. A Telecommunications Company shall
not use the term “basic” or any other misleading language in
describing any product or service. The term “basic” can only
be used for a plan that includes only basic local exchange tele-
phone service.

The individual Subscriber authorization record shall be main-
tained by the Telecommunications Company for 24 months.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-2006. Unauthorized Charges

A.

Upon discovery of an Unauthorized Charge or upon notifica-
tion by a Subscriber of an Unauthorized Charge, the billing
Telecommunications Company shall:

1. Immediately cease charging the Customer for the unau-
thorized product or service;

2. Remove the Unauthorized Charge from the Customer’s
bill within 45 days;

3. Refund or credit to the Customer all money paid by the
Customer at the Customer’s option for any Unauthorized
Charge. If any Unauthorized Charge is not refunded or
credited within two billing cycles, the Telecommunica-
tions Company shall pay interest on the amount of any
Unauthorized Charges at an annual rate established by the
Commission until the Unauthorized Charge is refunded
or credited;

4. Provide the Subscriber all billing records under the con-
trol of the Telecommunications Company related to any
Unauthorized Charge. The billing records shall be pro-
vided within 15 business days of the Subscriber’s notifi-
cation; and

5. Maintain a record of each Unauthorized Charge of every
Customer who has experienced any Unauthorized Charge
for 24 months. The record shall include:

a.  The name of the Telecommunications Company,

b. Each affected telephone number,

c. The date the Subscriber requested the Unauthorized
Charge be removed from the Customer’s bill, and

d.  The date the Customer was refunded or credited the
amount that the Customer paid for any Unauthorized
Charge.

After a charge is removed from the Customer’s bill, the Tele-

communications Company shall not rebill the charge unless

one of the following occurs:

1. The Subscriber and the Telecommunications Company
agree the customer was accurately billed.

2. The Telecommunications Company certifies with sup-
porting documentation to the Subscriber that the charge
was authorized pursuant to R14-2-2005.

3. A determination is made pursuant to R14-2-2008 that the
charge was authorized.

Until a charge is reinstated pursuant to subsection (B), a Tele-

communications Company shall not:

1. Suspend, disconnect, or terminate telecommunications
service to a Subscriber who disputes any billing charge
pursuant to this Article or for nonpayment of an alleged
Unauthorized Charge unless requested by the Subscriber;
or

2. File an unfavorable credit report against a Customer who
has not paid charges that the Subscriber has alleged were
unauthorized.

The Customer shall remain obligated to pay any charges that

are not disputed.

E.

Each occurrence of cramming an individual account shall con-
stitute a separate violation of this Article, subject to individual
enforcement actions and penalties as prescribed herein.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-2007. Notice of Subscriber Rights

A.

D.

A Telecommunications Company shall provide to each of its
Subscribers a notice of the Subscriber’s rights regarding Unau-
thorized Charges.

The notice may be combined with the notice required by R14-

2-1908.

The notice shall include the following:

1. The name, address and telephone number where a Sub-
scriber can contact the Telecommunications Company;

2. A statement that a Telecommunications Company is pro-
hibited from adding products and services to a Cus-
tomer’s account without the Subscriber’s authorization;

3. A statement that the Telecommunications Company is
required to return the service to its original service provi-
sions if an Unauthorized Charge is added to a Customer’s
account;

4. A statement that the Telecommunications Company shall
not charge for returning the Customer to their original
service provisions;

5. A statement that the Telecommunications Company must
refund or credit, at the Customer’s option, to the Cus-
tomer any amount paid for any Unauthorized Charge. If
any Unauthorized Charge is not refunded or credited
within two billing cycles, the Telecommunications Com-
pany shall pay interest on the amount of any Unautho-
rized Charges at an annual rate established by the
Commission until the Unauthorized Charge is refunded
or credited;

6. A statement that a Customer who has been crammed can
report the Unauthorized Charge to the Arizona Corpora-
tion Commission; and

7. The name, address, web site, and toll-free consumer ser-
vices telephone number of the Arizona Corporation Com-
mission.

Distribution, language, and timing of notice.

1. A Telecommunications Company shall provide the notice
described in this Section to new Customers at the time
service is initiated, and upon Subscriber’s request.

2. A Telecommunications Company that publishes a tele-
phone directory or contracts for publication of a tele-
phone directory, shall arrange for the notice to appear in
the white pages of its annual telephone directory.

3. A Telecommunications Company with a web site shall
display the notice described in this Section on the com-
pany’s web site.

4. The notice of subscriber rights described in this Section
shall be written in both English and Spanish.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-2008. Informal Complaint Process

A.

A Subscriber may file an informal complaint within 90 days of
receiving notice of an Unauthorized Charge, or, thereafter,
upon a showing of good cause. The complaint shall be submit-
ted to the Commission Staff in writing, telephonically or via
electronic transmission, and shall include:

1. Complainant’s name, address, telephone number;
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2. The name of the Telecommunications Company that sub-
mitted the alleged Unauthorized Charge;

3. The approximate date of the alleged Unauthorized
Charge;

4. A statement of facts, and documentation, to support the
complainant’s allegation;

5. The amount of any disputed charges including the
amount already paid; and

6. The specific relief sought.

B. The Commission Staff shall:

1. Assist the parties in resolving the complaint;

Notify the Telecommunications Company of the alleged
Unauthorized Charge;

3. Require the Telecommunications Company to provide an
initial response within five business days of receipt of
notice from the Commission;

4. Require the Telecommunications Company to provide
documentation of the Subscriber’s new service or product
request. If such information is not provided to the Staff
within 10 business days of the initial Staff notification,
Staff shall presume than an Unauthorized Charge
occurred;

5. Advise the Telecommunications Company that it shall
provide Staff any additional information requested within
10 business days of Staft’s request; and

6. Inform the Telecommunications Company that failure to
provide the requested information or a good faith
response to Commission Staff within 15 business days
shall be deemed an admission to the allegations contained
within the request and the Telecommunications Company
shall be deemed in violation of the applicable provisions
of this Article.

C. [Ifthe parties do not resolve the matter, the Staff will conduct a
review of the informal complaint and related materials to
determine if an Unauthorized Charge has occurred, which
review shall be completed within 30 days of the Staff’s receipt
of the informal complaint.

D. Upon conclusion of its review, Staff shall render a written
summary of its findings and recommendation to all parties.
Staff’s written summary is not binding on any party. Any party
shall have the right to file a formal complaint with the Com-
mission under A.R.S. § 40-246. Staff’s written summary shall
not be admissible in the formal complaint proceeding.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-2009. Compliance and Enforcement

A. A Telecommunications Company shall provide a copy of
records related to a Subscriber’s request for services or prod-
ucts to Commission Staff upon request.

B. If the Commission finds that a Telecommunications Company
is in violation of this Article, the Commission shall order the
company to take corrective action as necessary, and the com-
pany may be subject to such penalties as are authorized by law.
The Commission may sanction a Telecommunications Com-
pany in violation of this Article by prohibiting further solicita-
tion of new customers for a specified period, or by revocation
of'its Certificate of Convenience and Necessity. The Commis-
sion may take any other enforcement actions authorized by
law.

C. The Commission Staff shall coordinate its enforcement efforts
regarding the prosecution of fraudulent, misleading, deceptive,

and anti-competitive business practices with the Arizona
Attorney General.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-2010. Severability

If any provision of this Article is found to be invalid, it shall be
deemed severable from the remainder of this Article and the
remaining provisions of this Article shall remain in full force and
effect.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

R14-2-2011. Script Submission

A. Each Telecommunications Company shall file under seal in a
docket designated by the Director of the Utilities Division
(“Director”) a copy of all sales or marketing scripts used by its
(or its agent’s) sales or customer service workers. For the Pur-
poses of this rule, “sales or marketing scripts” means all
scripts that involve an offer to sell a product or service or a
response to a request for a product or service, including all
scripts for unrelated matters that include a prompt for the sales
or customer service workers to offer to sell a product or ser-
vice.

B. A Telecommunications Company shall make the filing
described in R14-2-2011(A) at the following times:

1. 90 days from the day these rules are first published in a
Notice of Final Rulemaking in the Arizona Administra-
tive Register;

2. On April 15 of each year;

Whenever directed to do so by the Director; and
4.  Whenever a material change to a script occurs or a new

script is used that is materially different from a script on
file with the Director.

C. The Director may request further information or clarification
on any script, and the Telecommunications Company shall
respond to the Director’s request within 10 days.

D. The Director may initiate a formal complaint under R14-3-101
through R14-3-113 to review any script. The failure to file
such a complaint or request further information or clarification
does not constitute approval of the script, and the fact that the
script is on file with the Commission may not be used as evi-
dence that the script is just, reasonable, or not fraudulent.

Historical Note
New Section made by final rulemaking at 10 A.A.R.
2409, effective July 23, 2004 (Supp. 04-2).

ARTICLE 21. CUSTOMER PROPRIETARY NETWORK
INFORMATION

R14-2-2101. Application

These rules govern the treatment of Customer Proprietary Network
Information (CPNI) for all telecommunications carriers that pro-
vide telecommunications service in Arizona. In addition, the Com-
mission adopts, incorporates, and approves as its own 47 CFR
64.2001 through 2009, revised as of September 20, 2002 (and no
future amendments), incorporated by reference and copies available
from the Commission Office, Legal Division, 1200 West Washing-
ton, Phoenix, Arizona 85007 and the United States Government
Printing Office, P.O. Box 371975M, Pittsburgh, Pennsylvania

W
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15250-7975. These rules are in addition to the FCC rules and
together with the FCC rules govern the release of CPNI in Arizona.

Historical Note

New Section made by final rulemaking at 12 A.A.R.

1547, effective June 19, 2006 (06-2).

R14-2-2102. Definitions
For purposes of this Article, the following definitions apply unless
the context otherwise requires:

1.

“Affiliate” means a person that (directly or indirectly)
owns or controls, is owned or controlled by, or is under
common ownership or control with, another person. For
purposes of this paragraph, the term “own” means to own
an equity interest (or the equivalent thereof) of more than
10 percent.

“Communications-related services” means telecommuni-
cations services, information services typically provided
by telecommunications carriers, and services related to
the provision or maintenance of customer premises
equipment.

A “Customer” of a telecommunications carrier is a person
or entity to which the telecommunications carrier is cur-
rently providing service.

“Customer premise equipment” means equipment
employed on the premises of a person (other than a tele-
communications carrier) to originate, route, or terminate
telecommunications.

“Customer proprietary network information (CPNI)”
means information that relates to the quantity, technical
configuration, type, destination, location, and amount of
use of a telecommunications service subscribed to by any
customer of a telecommunications carrier, and that is
made available to the carrier by the customer solely by
virtue of the carrier-customer relationship; and informa-
tion contained in the bills pertaining to telephone
exchange service or telephone toll service received by a
customer of a carrier; except that such term does not
include subscriber list information. See 47 U.S.C.
222(h)(1) revised 1999 (and no future amendments),
incorporated by reference and copies available from the
Commission Office, Legal Division, 1200 West Washing-
ton, Phoenix, Arizona 85007 and the United States Gov-
ernment Printing Office, P.O. Box 371975M, Pittsburgh,
Pennsylvania 15250-7975.

“Non-listed Service” means a service that ensures that
customers’ telephone numbers are not published in the
telephone directory but are available through directory
assistance.

“Non-published Service” means a service that ensures
that customers’ telephone numbers are not published in
the telephone directory and are not otherwise available
through directory assistance.

“Opt-In approval” means a method for obtaining cus-
tomer consent to use, disclose, or permit access to the
customer’s CPNI that requires that the telecommunica-
tions carrier obtain from the customer affirmative,
express consent allowing the requested CPNI usage, dis-
closure, or access after the customer is provided notifica-
tion of the carrier’s request in conformance with Section
R14-2-2105.

“Opt-Out approval” means a method for obtaining cus-
tomer consent to use, disclose, or permit access to the
customer’s CPNI where a customer is deemed to have
consented to the use, disclosure, or access to the cus-
tomer’s CPNI if the customer has failed to affirmatively
object to approval within the 30-day waiting period pro-

vided in R14-2-2103(C) after the customer is provided
the notice as required in R14-2-2106, subject to the
requirements of Section R14-2-2108.

10. “Published” means authorized for voluntary disclosure by
the individual identified in the listing.

11. “Subscriber list information” means any information
identifying the listed names of subscribers of a telecom-
munications carrier and such subscribers’ telephone num-
bers, addresses, or primary advertising classifications (as
such classifications are assigned at the time of the estab-
lishment of such service), or any combination of such
listed names, numbers, addresses, or classifications; and
that the carrier or an affiliate has published, caused to be
published, or accepted for publication in any directory
format. See 47 U.S.C. 222(e)(1) revised 1999 (and no
future amendments), incorporated by reference and cop-
ies available from the Commission Office, Legal Divi-
sion, 1200 West Washington, Phoenix, Arizona 85007
and the United States Government Printing Office, P.O.
Box 371975M, Pittsburgh, Pennsylvania 15250-7975.

12. “Telecommunications carrier” means a public service
corporation, as defined in the Arizona Constitution, Arti-
cle 15, § 2, which provides telecommunications services
within the state of Arizona and over which the Commis-
sion has jurisdiction.

13. “Third Party” means a person who is not the customer,
the customer’s telecommunications service provider, an
affiliate, joint venture partner, or independent contractor
of the customer’s telecommunications service provider.

Historical Note
New Section made by final rulemaking at 12 A.A.R.
1547, effective June 19, 2006 (06-2).

R14-2-2103. Obtaining Customer Approval to Use, Disclose,
or Permit Access to CPNI to Affiliates, Joint Venture Partners
and Independent Contractors Providing Communications-
Related Services

A. A telecommunications carrier may, subject to obtaining opt-
out approval or opt-in approval:

1. Disclose its customer’s individually identifiable CPNI,
for the purpose of marketing to that customer communi-
cations-related services of a category to which the cus-
tomer does not already subscribe, to its agents; its
affiliates that provide communications-related services;
and its joint venture partners and independent contrac-
tors;

2. Permit such persons or entities to obtain access to such
CPNI for such purposes.

B. Any solicitation for customer approval must be accompanied
by a notice to the customer of the customer’s right to restrict
use of, disclosure of, and access to that customer’s CPNI. For
the purpose of obtaining opt-in approval, the notice must com-
ply with the requirements of Section R14-2-2105 of these
rules. For the purpose of obtaining opt-out approval, the notice
must comply with the requirements of Section R14-2-2106 of
these rules.

C. Telecommunications carriers must wait a 30-day minimum
period of time after giving customers notice and an opportu-
nity to opt-out before assuming customer approval to use, dis-
close or permit access to CPNI. A telecommunications carrier
may, in its discretion, provide for a longer period.

D. The telecommunications carrier shall be required to execute a
proprietary agreement with all affiliates, joint venture partners,
independent contractors that provide communications-related
services, third parties, and affiliates that do not provide com-
munications-related services to maintain the confidentiality of
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the customers’ CPNI. The proprietary agreement must meet
the minimum requirements set forth in 47 CFR 64.2007(b)(2),
revised as of September 20, 2002 (and no future amendments),
incorporated by reference and copies available from the Com-
mission Office, Legal Division, 1200 West Washington, Phoe-
nix, Arizona 85007 and the United States Government Printing
Office, P.O. Box 371975M, Pittsburgh, Pennsylvania 15250-
7975.

Historical Note
New Section made by final rulemaking at 12 A.A.R.
1547, effective June 19, 2006 (06-2).

R14-2-2104. Obtaining Customer Approval to Use, Disclose,
or Permit Access to CPNI to Third Parties and Affiliates That
Do Not Provide Communications-Related Services

1. Include language the same as or substantially similar to
the definition of customer proprietary network informa-
tion contained in 47 U.S.C. 222(h)(1); 1999 amendment
(and no future amendments), incorporated by reference
and copies available from the Commission Office, Legal
Division, 1200 West Washington, Phoenix, Arizona
85007 and the United States Government Printing Office,
P.O. Box 371975M, Pittsburgh, Pennsylvania 15250-
7975;

2.  State that the customer has a right to direct the company
not to use the customer’s CPNI or limit the use, disclo-
sure, and access to the customer’s CPNI;

3. State that the telecommunications company has a duty to
comply with the customer’s limitations on use, disclosure
of, and access to the information;

A. A telecommunications carrier may, subject to opt-in approval, 4.  State that CPNI includes all information related to spe-
use, disclose, or permit access to its customer’s individually cific calls initiated or received by a customer;
identifiable CPNI to affiliates that do not provide telecommu- 5. Inform the customer that CPNI does not include pub-
nications-related services. lished information, whether listed or non-listed, such as

B. A telecommunications carrier may use, disclose, or permit their name, telephone number, and address, and this
access to its customer’s individually identifiable CPNI to a information is not subject to the same limitations of use;
third party only upon written, electronic, or oral request by the 6. Inform the customer that deciding not to approve the
customer that specifically identifies the third party to whom release of CPNI will not affect the provision of any ser-
the CPNI may be disseminated. vices to which the customer subscribes;

C. Any solicitation for customer approval must be accompanied 7.  State that any customer approval for use, disclosure of, or
by a notice to the customer of the customer’s right to restrict access to CPNI may be revoked or limited at any time;
use of, disclosure of, and access to that customer’s CPNI. For and
the purpose of obtaining opt-in approval, the notice must com- 8. Be posted on the company’s web site.
ply with the requirements of Section R14-2-2105 of these Written notice must:
rules. 1. Be mailed separately or be included as an insert in a regu-

D. The telecommunications carrier shall be required to execute a lar monthly bill within an envelope that clearly and
proprietary agreement with all affiliates, joint venture partners, boldly states that important privacy information is con-
independent contractors that provide communications-related tained therein;
services, third parties, and affiliates that do not provide com- 2. Beclearly legible, in twelve-point or larger print;
munications-related services to maintain the confidentiality of 3. Be printed in both English and Spanish unless the cus-
the customers’ CPNI. The proprietary agreement must meet tomer has previously expressed a preferred language in
the minimum requirements set forth in 47 CFR 64.2007(b)(2), which case the notice may be written in that language
revised as of September 20, 2002 (and no future amendments), alone.
incorporated by reference and copies available from the Com- Electronic notice must:
mission Office, Legal Division, 1200 West Washington, Phoe- 1. Be e-mailed separately from any billing information,
nix, Arizona 85007 and the United States Government Printing inducements, advertising, or promotional information;
Office, P.O. Box 371975M, Pittsburgh, Pennsylvania 15250- 2. Beclearly legible, in twelve-point or larger print;

7975. 3. Be printed in both English and Spanish unless the cus-

E. A telecommunications company relying on “Opt-In” approval tomer has previously expressed a preferred language in
must bear the burden of demonstrating that such approval has which case the notice may be written in that language
been given in compliance with sections R14-2-2104 and R14- alone.

2-2105 of these rules. P
F. This Article does not prohibit the use and disclosure of CPNI Historical Note

for the purpose of sharing customer records necessary for the
provisioning of service by a competitive carrier as provided in

New Section made by final rulemaking at 12 A.A.R.
1547, effective June 19, 2006 (06-2).

section 222(c)(1) of the Communications Act of 1934, as
amended (and no future amendments), incorporated by refer-
ence and copies available from the Commission Office, Legal

R14-2-2106. Additional Information Requirements for Cus-

tomer Opt-Out Notice

A. A telecommunications carrier may provide notification to

Division, 1200 West Washington, Phoenix, Arizona 85007 and obtain opt-out approval through, written, or electronic meth-

the United States Government Printing Office, P.O. Box ods, but not orally (except as provided in Section R14-2-

371975M, Pittsburgh, Pennsylvania 15250-7975. 2107).

B. The contents of any such notification must comply with Sec-
tion R14-2-2105 and with the following requirements.

C. Telecommunications carriers must notify customers as to the
applicable waiting period (minimum 30-days as provided in

Historical Note
New Section made by final rulemaking at 12 A.A.R.
1547, effective June 19, 2006 (06-2).

R14-2-2105. Information Requirements for Customer CPNI

Opt-In Notice

A. A telecommunications carrier may provide notification to
obtain opt-in approval through oral, written, or electronic
methods. The contents of any such notification must:
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R14-2-2103(C)) for a response before opt-out approval is
assumed.

Historical Note
New Section made by final rulemaking at 12 A.A.R.
1547, effective June 19, 2006 (06-2).

R14-2-2107. Notification Requirements for Obtaining Cus-
tomer Approval for Limited One-Time Use of CPNI for
Inbound and Outbound Customer Telephone Contact

A telecommunications carrier may use oral notice to obtain limited,
one-time use of CPNI for inbound and outbound customer tele-
phone contacts for the duration of the call, regardless of whether
telecommunications carriers use opt-out or opt-in approval based
on the nature of the contact.

Historical Note
New Section made by final rulemaking at 12 A.A.R.
1547, effective June 19, 2006 (06-2).

R14-2-2108. Verification of Customer Opt-Out Approval to
Use CPNI

A.

Verification of a customer’s opt-out approval must be obtained
within one year. Verification of the customer’s approval shall
be obtained in accordance with the procedures set forth below.
Carriers may request an extension of the verification time
period subject to Commission approval.

G. Asaresult of failure to obtain verification within one year, the

company and any other entities (affiliates, joint-venture part-

ners, or independent contractors) may not use, disclose, or per-

mit access to that customer’s CPNI until verification is
obtained.

Carriers may request an extension of the verification time

period subject to Commission approval.

The Commission may grant an extension(s) of time to com-

plete the verification process if the applicant demonstrates

items 1 through 4 below:

1. The applicant has used its best efforts to obtain customer
verification of their CPNI sharing preference. One means
of demonstrating this would be for the applicant to show
that it has achieved verification with respect to a mini-
mum of one-third of its customers during the initial or
extension period for which the company used the opt-out
approval mechanism; and

2. The applicant has contacted each of its customers (for
whom it has used an opt-out approval mechanism) at least
once in the first half of the verification period and at least
once during the second half of the verification period (if it
was unsuccessful in obtaining the customer’s verification
during its initial contact) to verify the customer’s CPNI
sharing preference; and

3. To the extent practicable, one of the applicant’s contacts

B. \Verification of the customer’s approval may be obtained to the customer should be by phone to the customer’s pri-
through written, oral, or electronic methods. All verification mary residence or telephone number by a person speak-
methods shall be conducted in the same languages that were ing the customer’s language preference (English or
used in the initial notification and shall elicit at a minimum: Spanish). If the customer is not there, it should allow, if
1. The identity of the customer; technically feasible, the customer the option of respond-
2. Confirmation that the person responding to the verifica- ing via message return; and

tion request is authorized to make CPNI available to the 4. The applicant presents a plan for achieving verification
telecommunications company; for its remaining customers. In its plan, the applicant
3. Confirmation that the customer wants to make the CPNI must demonstrate that the additional time it is requesting
release verification; is no longer than in reasonably necessary to complete
4. The telephone numbers for which CPNI information items 1 and 3 again for any customers it was unsuccessful
release is authorized; and in contacting during the initial verification period, and to
5. The types of service involved. complete any additional measures designed to ensure cus-

C. Written verification obtained by a telecommunications carrier tomer contact during the extension period.
shall: . Historical Note
1. B_e_a separate documer_lt h_aVlng the sole purpose of autho- New Section made by final rulemaking at 12 A.A.R.

rizing a telecqmmumcatlons company to use the cus- 1547, effective June 19, 2006 (06-2).

tomer’s CPNI in accordance with this Article;
2.  Be signed and dated by the customer authorizing the use ~ R14-2-2109. Confirming a Customer’s Opt-In Approval

of the customer’s CPNI; and A. Each time a telecommunications company receives a cus-
3. Not be combined with any inducement. tomer’s “Opt-In” approval to allow the telecommunications

D. Electronic verification obtained by a telecommunications car- company to make CPNI available to itself, its affiliates, inde-
rier shall: pendent contractors or joint venture partners, the telecommu-
1. Include electronically signed letters of authority; nications company must confirm in writing the change in
2. Be aseparate document having the sole purpose of autho- approval status to the customer within ten days.

rizing a telecommunications company to use the cus- B. The written confirmation must be mailed or e-mailed to the
tomer’s CPNI in accordance with this Article; and customer.
3. Not be combined with any inducement. C. The confirmation must be separate from any other mail from

E. Oral verification obtained by a telecommunications carrier the telecommunications company.
shall: D. The confirmation must clearly advise the customer of the
1. Berecorded; and effect of the customer’s opt-in choice and must provide a rea-
2. Not be combined with any inducement. sonable method to notify the telecommunications company,

F. If a telecommunications company fails to obtain verification including a toll free telephone number if the telecommunica-
within one year of obtaining a customer’s opt-out approval, the tions company made an error in changing the customer’s
authorization to use, disclose, or permit access to that cus- approval status.
tomer’s CPNI is.no loqger valid. If veriﬁcatjon from the cus- Historical Note
tomer 1s not recelveq Wlthm one year as required, the company New Section made by final rulemaking at 12 A.A.R.
§hall direct any entities (afﬁhates., joint-venture partners, or 1547, effective June 19, 2006 (06-2).
independent contractors) to whom it has released CPNI to stop
using the CPNI. R14-2-2110. Reminders to Customers of Their Current CPNI

Release Election
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A. Telecommunications companies that have obtained opt-out or
opt-in approval must notify customers of their current election
regarding the treatment of their CPNI every twelve months.

1. In the case of opt-out approval, the notification must
remind customers of their election to allow the company
to:

a.  Provide their information to its affiliates that provide
communications-related services to which services
that customer does not already subscribe; and

b.  Provide their information to its joint venture partners
and independent contractors that provide communi-
cations-related services.

2. In the case of opt-in approval, the notification must
remind customers of their election to allow the company
to:

a.  Provide their information to its affiliates that provide
communications-related services to which services
that customer does not already subscribe;

b.  Provide their information to its joint venture partners
and independent contractors that provide communi-
cations-related services; and

c.  Provide their information to its affiliates that provide
non-communications-related services.

3. In the case of customer specified third party approval by
written, oral, or electronic request, the notification must
remind customers of their election to allow the company
to:

a.  Provide their information to its affiliates that provide
communications-related services to which services
that customer does not already subscribe;

b.  Provide their information to its joint venture partners
and independent contractors that provide communi-
cations-related services;

c. Provide their information to its affiliates that provide
non-communications-related services; and

d. Provide their information to specifically identified
third parties as requested in writing by the customer.

B. The notice must not be mailed with any advertising or promo-
tional information.

C. The notice shall not be included with the customer’s bill.

Historical Note
New Section made by final rulemaking at 12 A.A.R.
1547, effective June 19, 2006 (06-2).

R14-2-2111. Duration of Customer Approval or Disapproval
to Disseminate the Customer’s CPNI

Any approval of the use of CPNI received by a telecommunications
carrier will remain in effect until the customer revokes, modifies, or
limits such approval.

Historical Note
New Section made by final rulemaking at 12 A.A.R.
1547, effective June 19, 2006 (06-2).

R14-2-2112. Severability

If any provision of this Article is found to be invalid, it shall be
deemed severable from the remainder of this Article and the
remaining provisions of this Article shall remain in full force and
effect.

Historical Note
New Section made by final rulemaking at 12 A.A.R.
1547, effective June 19, 2006 (06-2).

ARTICLE 22. RESERVED
ARTICLE 23. NET METERING

R14-2-2301. Applicability

These rules govern the treatment of Electric Utility Customers in
Arizona who wish to interconnect with the Electric Utility which
serves them and engage in Net Metering operation as defined
below. These rules apply to all Electric Utilities, as defined in these
rules.

Historical Note
New Section made by final rulemaking at 15 A.A.R.
638, effective May 23, 2009 (Supp. 09-1).

R14-2-2302. Definitions

For purposes of this Article, the following definitions apply unless

the context requires otherwise:

1. “Avoided Costs” means the incremental costs to an Elec-
tric Utility for electric energy or capacity or both which,
but for the purchase from the Net Metering Facility, such
utility would generate itself or purchase from another
source.

2. “Biomass” means any raw or processed plant-derived
organic matter available on a renewable basis, including:

Dedicated energy crops and trees,

Agricultural food and feed crops,

Agricultural crop wastes and residues,

Wood wastes and residues, including:

i.  Landscape waste.

ii. Right-of-way tree trimmings.

iii. Small diameter forest thinnings that are 12
inches in diameter or less.

Dead and downed forest products,

Aquatic plants,

Animal wastes,

Other vegetative waste materials,

Non-hazardous plant matter waste material that is

segregated from other waste,

Forest-related resources such as:

i.  Harvesting and mill residue.

ii. Pre-commercial thinnings.

iii. Slash.

iv. Brush.

k. Miscellaneous waste such as:

i.  Waste pallets,
ii.  Crates,
iii. Dunnage, or

1. Recycled paper fibers that are no longer suitable for
recycled paper production, but not including:

i.  Painted, treated, or pressurized wood;

ii. Wood contaminated with plastics or metals;
iii.  Tires; or

iv. Recyclable post-consumer waste paper.

3. “Biogas” means gases that are derived from:

Plant-derived organic matter,

Agricultural food and feed matter,

Wood wastes,

Aquatic plants,

Animal wastes,

Vegetative wastes,

Wastewater treatment facilities using anaerobic

digestion, or

Municipal solid waste through:

i. A digester process,

ii.  An oxidation process, or

iii. Other gasification process.

4. “Combined Heat and Power” or “CHP” (also known as
cogeneration) means a system that generates electricity
and useful thermal energy in a single, integrated system
such that the useful power output of the facility plus one-
half the useful thermal energy output during any 12-
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month period must be no less than 42.5 percent of the

total energy input of fuel to the facility.

“Commission” means the Arizona Corporation Commis-

sion.

“Electric Utility” or “Utility” means an electric distribu-

tion company that constructs, operates, and maintains the

electrical distribution system for the receipt and delivery
of power.

“Electric Utility Customer” or “Customer” means an end-

use retail Customer served under a Utility’s rate schedule.

“Fuel Cell” means a device that converts the chemical

energy of a fuel directly into electricity without interme-

diate combustion or thermal cycles. For purposes of these

Net Metering rules, the source of the chemical reaction

must be derived from Renewable Resources.

“Geothermal” means heat from within the earth’s surface.

“Hydroelectric” means the kinetic energy derived from

moving water.

“Net Metering” means service to an Electric Utility Cus-

tomer under which electric energy generated by or on

behalf of that Electric Utility Customer from a Net Meter-
ing Facility and delivered to the Utility’s local distribu-
tion facilities may be used to offset electric energy
provided by the Electric Utility to the Electric Utility

Customer during the applicable billing period.

“Net Metering Customer” means any Arizona Customer

who chooses to take electric service in the manner

described in the definition of Net Metering in subsection

(11) and under the Net Metering tariff, as described in

R14-2-2307.

“Net Metering Facility” means a facility for the produc-

tion of electricity that:

a. Is operated by or on behalf of a Net Metering Cus-
tomer and is located on the Net Metering Cus-
tomer’s premises;

b. Isintended primarily to provide part or all of the Net
Metering Customer’s requirements for electricity;

c. Uses Renewable Resources, a Fuel Cell, or CHP to
generate electricity;

d. Has a generating capacity less than or equal to 125%
of the Net Metering Customer’s total connected
load, or in the absence of customer load data, capac-
ity less than or equal to the Customer’s electric ser-
vice drop capacity; and

e. Is interconnected with and can operate in parallel
and in phase with an Electric Utility’s existing distri-
bution system.

“Renewable Resources” means natural resources that can

be replenished by natural processes, including:

Biogas,

Biomass,

Geothermal,

Hydroelectric,

Solar, or

Wind.

Solar” means radiation or heat from the Earth’s sun that

produces electricity from a device or system designed for

that purpose.

“Wind” means energy derived from wind movement

across the earth’s surface that produces electricity from a

device or system designed for that purpose.

Mmoo os
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Historical Note
New Section made by final rulemaking at 15 A.A.R.
638, effective May 23, 2009 (Supp. 09-1).

R14-2-2303. Requirements and Eligibility

An Electric Utility shall interconnect with any retail customer with
a Net Metering Facility in the Electric Utility’s service territory.

Historical Note
New Section made by final rulemaking at 15 A.A.R.
638, effective May 23, 2009 (Supp. 09-1).

R14-2-2304. Metering

The meter that is installed on Net Metering Facilities after the effec-
tive date of these rules shall be capable of registering and accumu-
lating the kilowatt-hours (“kWh”) of electricity flowing in both
directions in each billing period.

Historical Note
New Section made by final rulemaking at 15 A.A.R.
638, effective May 23, 2009 (Supp. 09-1).

R14-2-2305. New or Additional Charges

Net Metering charges shall be assessed on a nondiscriminatory
basis. Any proposed charge that would increase a Net Metering
Customer’s costs beyond those of other customers with similar load
characteristics or customers in the same rate class that the Net
Metering Customer would qualify for if not participating in Net
Metering shall be filed by the Electric Utility with the Commission
for consideration and approval. The charges shall be fully supported
with cost of service studies and benefit/cost analyses. The Electric
Utility shall have the burden of proof on any proposed charge.

Historical Note
New Section made by final rulemaking at 15 A.A.R.
638, effective May 23, 2009 (Supp. 09-1).

R14-2-2306. Billing for Net Metering

A. On a monthly basis, the Net Metering Customer shall be billed
or credited based upon the rates applicable under the Cus-
tomer’s currently effective standard rate schedule and any
appropriate rider schedules.

B. The billing period for Net Metering will be the same as the
billing period under the Customer’s applicable standard rate
schedule.

C. If the kWh supplied by the Electric Utility exceed the kWh
that are generated by the Net Metering Facility and delivered
back to the Electric Utility during the billing period, the Cus-
tomer shall be billed for the net kWh supplied by the Electric
Utility in accordance with the rates and charges under the Cus-
tomer’s standard rate schedule.

D. If the electricity generated by the Net Metering Customer
exceeds the electricity supplied by the Electric Utility in the
billing period, the Customer shall be credited during the next
billing period for the excess kWh generated. That is, the
excess kWh during the billing period will be used to reduce the
kWh supplied (not kW or kVA demand or customer charges)
and billed by the Electric Utility during the following billing
period.

E. Customers taking service under time-of-use rates who are to
receive credit in a subsequent billing period for excess kWh
generated shall receive such credit during the next billing
period during the on- or off-peak periods corresponding to the
on- or off-peak periods in which the kWh were generated by
the Customer.

F. Once each calendar year the Electric Utility shall issue a check
or billing credit to the Net Metering Customer for the balance
of any credit due in excess of amounts owed by the Customer
to the Electric Utility. The payment for any remaining credits
shall be at the Electric Utility’s Avoided Cost. That Avoided
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Cost shall be clearly identified in the Electric Utility’s Net
Metering tariff.

Historical Note
New Section made by final rulemaking at 15 A.A.R.
638, effective May 23, 2009 (Supp. 09-1).

R14-2-2307. Net Metering Tariff

A. Each Electric Utility shall file, for approval by the Commis-
sion, a Net Metering tariff within 120 days from the effective
date of these rules, including financial information and sup-
porting data sufficient to allow the Commission to determine
the Electric Utility’s fair value for the purposes of evaluating
any specific proposed charges. The Commission shall issue a
decision on these filings within 120 days.

B. The Net Metering tariff shall specify standard rates for annual
purchases of remaining credits from Net Metering Facilities
and may specify total utility capacity limits. If total utility
capacity limits are included in the tariff, such limits must be
fully justified.

C. Electric utilities may include seasonally and time of day differ-
entiated Avoided Cost rates for purchases from Net Metering
Customers, to the extent that Avoided Costs vary by season
and time of day.

Historical Note
New Section made by final rulemaking at 15 A.A.R.
638, effective May 23, 2009 (Supp. 09-1).

R14-2-2308. Filing and Reporting Requirements

A. Prior to May 1 of each year, each Electric Utility shall file a
report listing all existing Net Metering Facilities and the
inverter power rating or generator rating as of the end of the
previous calendar year.

B. Also included in this report shall be, for each existing Net
Metering Facility, the monthly amount of energy delivered to
and from the Electric Utility and, if available, the monthly
peak demand delivered to and from the Electric Utility.

Historical Note
New Section made by final rulemaking at 15 A.A.R.
638, effective May 23, 2009 (Supp. 09-1).

ARTICLE 24. ELECTRIC ENERGY EFFICIENCY
STANDARDS

R14-2-2401. Definitions
In this Article, unless otherwise specified:

1. “Adjustment mechanism” means a Commission-
approved provision in an affected utility’s rate schedule
allowing the affected utility to increase and decrease a
certain rate or rates, in an established manner, when
increases and decreases in specific costs are incurred by
the affected utility.

2. “Affected utility” means a public service corporation that
provides electric service to retail customers in Arizona.

3. “Baseline” means the level of electricity demand, elec-
tricity consumption, and associated expenses estimated to
occur in the absence of a specific DSM program, deter-
mined as provided in R14-2-2413.

4. “CHP” means combined heat and power, which is using a
primary energy source to simultaneously produce electri-
cal energy and useful process heat.

5. “Commission” means the Arizona Corporation Commis-
sion.

6. “Cost-effective” means that total incremental benefits
from a DSM measure or DSM program exceed total
incremental costs over the life of the DSM measure, as
determined under R14-2-2412.

7.

10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

“Customer” means the person or entity in whose name
service is rendered to a single contiguous field, location,
or facility, regardless of the number of meters at the field,
location, or facility.
“Delivery system” means the infrastructure through
which an affected utility transmits and then distributes
electrical energy to its customers.
“Demand savings” means the load reduction, measured in
kW, occurring during a relevant peak period or periods as
a direct result of energy efficiency and demand response
programs.
“Demand response” means modification of customers’
electricity consumption patterns, affecting the timing or
quantity of customer demand and usage, achieved
through intentional actions taken by an affected utility or
customer because of changes in prices, market condi-
tions, or threats to system reliability.
“Distributed generation” means the production of elec-
tricity on the customer’s side of the meter, for use by the
customer, through a process such as CHP.
“DSM” means demand-side management, the implemen-
tation and maintenance of one or more DSM programs.
“DSM measure” means any material, device, technology,
educational program, pricing option, practice, or facility
alteration designed to result in reduced peak demand,
increased energy efficiency, or shifting of electricity con-
sumption to off-peak periods and includes CHP used to
displace space heating, water heating, or another load.
“DSM program” means one or more DSM measures pro-
vided as part of a single offering to customers.
“DSM tarift” means a Commission-approved schedule of
rates designed to recover an affected utility’s reasonable
and prudent costs of complying with this Article.
“Electric utility” means a public service corporation pro-
viding electric service to the public.
“Energy efficiency” means the production or delivery of
an equivalent level and quality of end-use electric service
using less energy, or the conservation of energy by end-
use customers.
“Energy efficiency standard” means the reduction in
retail energy sales, in percentage of kWh, required to be
achieved through an affected utility’s approved DSM pro-
grams as prescribed in R14-2-2404.
“Energy savings” means the reduction in a customer’s
energy consumption directly resulting from a DSM pro-
gram, expressed in kWh.
“Energy service company” means a company that pro-
vides a broad range of services related to energy effi-
ciency, including energy audits, the design and
implementation of energy efficiency projects, and the
installation and maintenance of energy efficiency mea-
sures.
“Environmental benefits” means avoidance of costs for
compliance, or reduction in environmental impacts, for
things such as, but not limited to:
a.  Water use and water contamination,
b. Monitoring storage and disposal of solid waste such
as coal ash (bottom and fly),
c.  Health effects from burning fossil fuels, and
d. Emissions from transportation and production of
fuels and electricity.
“Fuel-neutral” means without promoting or otherwise
expressing bias regarding a customer’s choice of one fuel
over another.
“Incremental benefits” means amounts saved through
avoiding costs for fuel, purchased power, new capacity,
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transmission, distribution, and other cost items necessary
to provide electric utility service, along with other
improvements in societal welfare, such as through
avoided environmental impacts, including, but not lim-
ited to, water consumption savings, air emission reduc-
tion, reduction in coal ash, and reduction of nuclear
waste.

tives paid by affected utilities and non-market benefits to
society.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

R14-2-2402. Applicability

24. “Incremental costs” means the additional expenses of  This Article applies to each affected utility classified as Class A
DSM measures, relative to baseline. according to R14-2-103(A)(3)(q), unless the affected utility is an

25. “Independent program administrator” means an impartial electric distribution cooperative that has fewer than 25% of its cus-
third party employed to provide objective oversight of tomers in Arizona.
energy efficiency programs. s

26. “kW%’ymeans kilZ\gatt}.g . Historical Note .

27 “kWh” means kilowatt-hour. New Section m'flde by final rulemaking at 16 A.A.R.

28. “Leveraging” means combining resources to more effec- 2254, effective January 1, 2011 (Supp. 10-4).
tively achieve an energy efficiency goal, or to achieve R14-2-2403. Goals and Objectives
greater energy efficiency savings, than would be achieved A. An affected utility shall design each DSM program:
without combining resources. 1. To be cost-effective, and

29. “Load management” means actions taken or sponsored 2. To accomplish at least one of the following:
by an affected utility to reduce peak demands or improve a. Energy efficiency,
system operating efficiency, such as direct control of cus- b. Load management, or
tomer demands through affected-utility-initiated interrup- ¢.  Demand response.
tion or cycling, thermal storage, or educational B. An affected utility shall consider the following when planning
campaigns to encourage customers to shift loads. and implementing a DSM program:

30. “Low-income customer” means a customer with a below 1.  Whether the DSM program will achieve cost-effective
average level of household income, as defined in an energy savings and peak demand reductions;
affected utility’s Commission-approved DSM program 2. Whether the DSM program will advance market transfor-
description. mation and achieve sustainable savings, reducing the

31. “Market transformation” means strategic efforts to induce need for future market interventions; and
lasting structural or behavioral changes in the market that 3. Whether the affected utility can ensure a level of funding
result in increased energy efficiency. adequate to sustain the DSM program and allow the DSM

32. “Net benefits” means the incremental benefits resulting program to achieve its targeted goal.
from DSM minus the incremental costs of DSM. C. An affected utility shall:

33. “Non-market benefits” means improvements in societal 1. Offer DSM programs that will provide an opportunity for
welfare that are not bought or sold. all affected utility customer segments to participate, and

34. “Program costs” means the expenses incurred by an 2. Allocate a portion of DSM resources specifically to low-
affected utility as a result of developing, marketing, income customers.
implementing, administering, and evaluating Commis- L.
sion-approved DSM programs. ) Historical Note

35. “Self-direction” means an option made available to quali- New Section made by final rulemaking at 16 A.A.R.
fying customers of sufficient size, in which the amount of 2254, effective January 1, 2011 (Supp. 10-4).
money paid by each qualifying customer towqrd DSM R14-2-2404. Energy Efficiency Standards
costs is tracked for the customer and made available for A. Except as provided in R14-2-2418, in order to ensure reliable
use by the customer for approved DSM investments upon electric service at reasonable ratepayer rates and costs, by
application by the customer. ) December 31, 2020, an affected utility shall, through cost-

36. “Societal Test” means a cost-effectiveness test of the net effective DSM energy efficiency programs, achieve cumula-
benefits of DSM programs that starts with the Total tive annual energy savings, measured in kWh, equivalent to at
Resource Cf)St Test, but includes non-market benefits and least 22% of the affected utility’s retail electric energy sales
costs to society. . o for calendar year 2019.

37. “Staff” means individuals working for the Commission’s B. An affected utility shall, by the end of each calendar year, meet
Utilities Division, whether as employees or through con- at least the cumulative annual energy efficiency standard listed
tract. . o in Table 1 for that calendar year. An illustrative example of

38. “Thermal envelope” means the collection of building sur- how the required energy savings would be calculated is shown
faces, such as walls, w1pd0\ys, doors, 'ﬂ.oors, ceilings, and in Table 2. An illustrative example of how the standard could
roofs, that separate interior conditioned (heated or be met in 2020 is shown in Table 4.
cooled) spaces from the exterior environment.

39. “Total Resource Cost Test” means a cost-effectiveness .
test that measures the net benefits of a DSM program as a Table 1. Energy Efficiency Standard
resource option, including incremental measure costs, CALENDAR YEAR |ENERGY EFFICIENCY STANDARD
incremental affected utility costs, and carrying costs as a (Cumulative Annual Energy Savings by
component of avoided capacity cost, but excluding incen- the End of Each Calendar Year as a Per-

centage of the Retail Energy Sales in the
Prior Calendar Year)
2011 1.25%
2012 3.00%
Page 188 Supp. 18-3 September 30, 2018
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2013 5.00% 2017 100,293,499 |14.50% 14,575,068
2014 7.25% 2018 100,116,043 |17.00% 17,049,895
2015 9.50% 2019 99,986,628 [19.50% 19,522,628
2016 12.00% 2020 99,902,384 (22.00% 21,997,058
2017 14.50% C. An affected utility’s measured reductions in peak demand
2018 17.00% resulting from cost-effective demand response and load man-
2019 19.50% agement programs may comprise up to two percentage points
v of the 22% energy efficiency standard, with peak demand
2020 22.00% reduction capability from demand response converted to an
annual energy savings equivalent based on an assumed 50%
. . . annual load factor. The credit for demand response and load
Eable 2. Savi Ilustrative Example of Calculating Required management peak demand reductions shall not exceed 10% of
nergy Savings the energy efficiency standard set forth in subsection (B) for
CALENDAR |A B C any year. The measured reductions in peak demand occurring
YEAR RETAIL ENERGY REQUIRED during a calendar year after the effective date of this Article
SALES EFFICIENCY |CUMULATIVE may be counted for that calendar year even if the demand
(kWh) STANDARD |ENERGY response or load management program resulting in the reduc-
SAVINGS tions was implemented prior to the effective date of this Arti-
(B of current year cle.
x A of prior year) D. An affected utility’s energy savings resulting from DSM
2010 100,000,000 0 energy efficiency programs implemented before the effective
2011 100,750,000 |1.25% 1,250,000 date pf this Article, but.after 2004, may be crqdlted towgrd
meeting the energy efficiency standard set forth in subsection
2012 101,017,500 {3.00% 3,022,500 (B). The total energy savings credit for these pre-rules energy
2013 101,069,925 |5.00% 5,050,875 efficiency programs shall not exceed 4% of the affected util-
2014 100,915,646 |7.25% 7.327.570 ity’s retail energy sales ir_l calendar year 2005. A portion Qf the
- total energy savings credit for these pre-rules energy efficiency
2015 100,821,094 19.50% 9,586,986 programs may be applied each year, from 2016 through 2020,
2016 100,517,711 |12.00% 12,098,531 as listed in Table 3, Column A.
Table 3. Credit for Pre-Rules Energy Savings
CALENDAR YEAR A B
CREDIT FOR THE PRE-RULES ENERGY |CUMULATIVE APPLICATION
SAVINGS APPLIED IN EACH YEAR OF THE CREDIT FOR THE
(Percentage of the Total Eligible Pre-Rules|PRE-RULES ENERGY SAVINGS IN 2016-2020
Cumulative Annual Energy Savings That Shall Be | (Percentage of the Total Eligible Pre-Rules Cumula-
Applied in the Year) tive Annual Energy Savings That Are Credited by
the End of Each Year)
2016 7.5% 7.5%
2017 15.0% 22.5%
2018 20.0% 42.5%
2019 25.0% 67.5%
2020 32.5% 100.0%
E. An affected utility may count toward meeting the standard up An affected utility may count a customer’s energy savings

to one third of the energy savings, resulting from energy effi-
ciency building codes, that are quantified and reported through
a measurement and evaluation study undertaken by the
affected utility.

resulting from self-direction toward meeting the standard.

An affected utility’s energy savings resulting from efficiency
improvements to its delivery system may not be counted
toward meeting the standard.

F. An affected utility may count the energy savings from com- I.  An affected utility’s energy savings used to meet the energy
bined heat and power (CHP) installations that do not qualify efficiency standard will be assumed to continue through the
under the Renewable Energy Standard toward meeting the year 2020 or, if expiring before the year 2020, to be replaced
energy efficiency standard. with a DSM energy efficiency program having at least the

same level of efficiency.
Table 4. Ilustrative Example of How the Energy Standard Could Be Met in 2020
2020 Energy 2019 Retail Sales Required Cumulative Annual
Efficiency Standard (kWh) Energy Savings (kWh)

Total 22.00% 99,986,628 21,997,058
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Breakdown of Savings and Credits Used To Meet 2020 Standard:
Cumulative Annual Energy
Savings or Credit (kWh)

Demand Response Credit Up to 2.00% 1,999,733

R14-2-2404(C)

Pre-rules Savings Credit 1,100,000*

R14-2-2404(D)

Building Code 1,000,000

R14-2-2404(E)

CHP 500,000

R14-2-2404(F)

Self-direction 100,000

R14-2-2404(G)

Energy Efficiency 17,297,325

R14-2-2404(A)

Total 21,997,058

*The total pre-rules savings credit is capped at 4% of 2005 retail energy sales, and the total credit is allocated over five years from 2016 to

2020. The credit shown above represents an estimate of the portion of the total credit that can be taken in 2020, or 32.5% of the total credit

allowed.

R14-2-2405.
A.

Historical Note
New Section, including Tables 1 through 4, made by final rulemaking at 16 A.A.R. 2254, effective January 1, 2011 (Supp. 10-4).

Implementation Plans

Except as provided in R14-2-2418, on June 1 of each odd year,

or annually at the election of each affected utility, each

affected utility shall file with Docket Control, for Commission
review and approval, an implementation plan describing how
the affected utility intends to meet the energy efficiency stan-
dard for the next one or two calendar years, as applicable,
except that the initial implementation plan shall be filed within

30 days of the effective date of this Article.

The implementation plan shall include the following informa-

tion:

1. Except for the initial implementation plan, a description
of the affected utility’s compliance with the requirements
of this Article for the previous calendar year;

2. Except for the initial implementation plan, which shall
describe only the next calendar year, a description of how
the affected utility intends to comply with this Article for
the next two calendar years, including an explanation of
any modification to the rates of an existing DSM adjust-
ment mechanism or tariff that the affected utility believes
is necessary;

3. Except for the initial implementation plan, which shall
describe only the next calendar year, a description of each
DSM program to be newly implemented or continued in
the next two calendar years and an estimate of the annual
kWh and kW savings projected to be obtained through
each DSM program;

4. The estimated total cost and cost per kWh reduction of
each DSM measure and DSM program described in sub-
section (B)(3);

5. A DSM tariff filing complying with R14-2-2406(A) or a
request to modify and reset an adjustment mechanism
complying with R14-2-2406(C), as applicable; and

6. For each new DSM program or DSM measure that the
affected utility desires to implement, a program proposal
complying with R14-2-2407.

An affected utility shall notify its customers of its annual

implementation plan filing through a notice in its next regu-

larly scheduled customer bills.

D.

The Commission may hold a hearing to determine whether an
affected utility’s implementation plan satisfies the require-
ments of this Article.

An affected utility’s Commission-approved implementation
plan, and the DSM programs authorized thereunder, shall con-
tinue in effect until the Commission takes action on a new
implementation plan for the affected utility.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

R14-2-2406. DSM Tariffs

A.

An affected utility’s DSM tariff filing shall include the follow-

ing:

1. A detailed description of each method proposed by the
affected utility to recover the reasonable and prudent
costs associated with implementing the affected utility’s
intended DSM programs;

2. Financial information and supporting data sufficient to
allow the Commission to determine the affected utility’s
fair value, including, at a minimum, the information
required to be submitted in a utility annual report filed
under R14-2-212(G)(4);

3. Data supporting the level of costs that the affected utility
believes will be incurred in order to comply with this
Atrticle; and

4. Any other information that the Commission believes is
relevant to the Commission’s consideration of the tariff
filing.

The Commission shall approve, modify, or deny a tariff filed

pursuant to subsection (A) within 180 days after the tariff has

been filed. The Commission may suspend this deadline or
adopt an alternative procedural schedule for good cause.

If an affected utility has an existing adjustment mechanism to

recover the reasonable and prudent costs associated with

implementing DSM programs, the affected utility may, in lieu
of making a tariff filing under subsection (A), file a request to
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modify and reset its adjustment mechanism by submitting the
information required under subsections (A)(1) and (3).

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

R14-2-2407. Commission Review and Approval of DSM Pro-

grams and DSM Measures

A. An affected utility shall obtain Commission approval before
implementing a new DSM program or DSM measure.

B. An affected utility may apply for Commission approval of a
DSM program or DSM measure by submitting a program pro-

a customer or customer class is specifically exempted by Com-
mission order.

DSM funds collected by an affected utility shall be used, to the
extent practicable, to benefit that affected utility’s customers.
All customer classes of an affected utility shall bear the costs
of DSM programs by payment through a non-bypassable
mechanism, unless a customer or customer class is specifically
exempted by Commission order.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

posal either as part of its implementation plan submitted under R14-2-2409. Reporting Requirements

R14-2-2405 or through a separate application. A.

C. A program proposal shall include the following:

1. A description of the DSM program or DSM measure that
the affected utility desires to implement,

2. The affected utility’s objectives and rationale for the
DSM program or DSM measure,

3. A description of the market segment at which the DSM
program or DSM measure is aimed,

4.  An estimated level of customer participation in the DSM
program or DSM measure,

5. An estimate of the baseline,

6. The estimated societal benefits and savings from the
DSM program or DSM measure,

7. The estimated societal costs of the DSM program or
DSM measure,

8. The estimated environmental benefits to be derived from
the DSM program or DSM measure,

9. The estimated benefit-cost ratio of the DSM program or
DSM measure,

10. The affected utility’s marketing and delivery strategy,

11. The affected utility’s estimated annual costs and budget
for the DSM program or DSM measure,

12. The implementation schedule for the DSM program or
DSM measure,

13. A description of the affected utility’s plan for monitoring
and evaluating the DSM program or DSM measure, and

14. Any other information that the Commission believes is
relevant to the Commission’s consideration of the tariff
filing.

D. In determining whether to approve a program proposal, the
Commission shall consider:

1. The extent to which the Commission believes the DSM
program or DSM measure will meet the goals set forth in
R14-2-2403(A), and

2. All of the considerations set forth in R14-2-2403(B).

E. Staff may request modifications of on-going DSM programs to
ensure consistency with this Article. The Commission shall
allow affected utilities adequate time to notify customers of B.
DSM program modifications.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

R14-2-2408. Parity and Equity

A. An affected utility shall develop and propose DSM programs C.
for residential, non-residential, and low-income customers.

B. An affected utility shall allocate DSM funds collected from
residential customers and from non-residential customers pro-
portionately to those customer classes to the extent practica-
ble.

C. The affected utility costs of DSM programs for low-income
customers shall be borne by all customer classes, except where

By March 1 of each year, an affected utility shall submit to the

Commission, in a Commission-established docket for that

year, a DSM progress report providing information for each of

the affected utility’s Commission-approved DSM programs
and including at least the following:

1. Ananalysis of the affected utility’s progress toward meet-
ing the annual energy efficiency standard,

2. A list of the affected utility’s current Commission-
approved DSM programs and DSM measures, organized
by customer segment;

3. A description of the findings from any research projects
completed during the previous year; and

4. The following information for each Commission-
approved DSM program or DSM measure:

a. A brief description;

b.  Goals, objectives, and savings targets;

c.  The level of customer participation during the previ-
ous year;

d. The costs incurred during the previous year, disag-
gregated by type of cost, such as administrative
costs, rebates, and monitoring costs;

e. A description and the results of evaluation and mon-
itoring activities during the previous year;

f.  Savings realized in kW, kWh, therms, and BTUs, as
appropriate;

g. The environmental benefits realized, including
reduced emissions and water savings;

h. Incremental benefits and net benefits, in dollars;

i.  Performance-incentive calculations for the previous
year;

j. Problems encountered during the previous year and
proposed solutions;

k. A description of any modifications proposed for the
following year; and

1. Whether the affected utility proposes to terminate
the DSM program or DSM measure and the pro-
posed date of termination.

By September 1 of each year, an affected utility shall file a sta-

tus report including a tabular summary showing the following

for each current Commission-approved DSM program and

DSM measure of the affected utility:

1.  Semi-annual expenditures compared to annual budget,
and

2. Participation rates.

An affected utility shall file each report required by this Sec-

tion with Docket Control, where it will be available to the pub-

lic, and shall make each such report available to the public
upon request.
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D. An affected utility may request within its implementation plan
that these reporting requirements supersede specific existing
DSM reporting requirements.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

R14-2-2410. Cost Recovery

A. An affected utility may recover the costs that it incurs in plan-
ning, designing, implementing, and evaluating a DSM pro-
gram or DSM measure if the DSM program or DSM measure
is all of the following:

1. Approved by the Commission before it is implemented,

2. Implemented in accordance with a Commission-approved
program proposal or implementation plan, and

3.  Monitored and evaluated for cost-effectiveness pursuant
to R14-2-2415.

B. An affected utility shall monitor and evaluate each DSM pro-
gram and DSM measure, as provided in R14-2-2415, to deter-
mine whether the DSM program or DSM measure is cost-
effective and otherwise meets expectations.

C. If an affected utility determines that a DSM program or DSM
measure is not cost-effective or otherwise does not meet
expectations, the affected utility shall include in its annual
DSM progress report filed under R14-2-2409 a proposal to
modify or terminate the DSM program or DSM measure.

D. An affected utility shall recover its DSM costs concurrently,
on an annual basis, with the spending for a DSM program or
DSM measure, unless the Commission orders otherwise.

E. An affected utility may recover costs from DSM funds for any
of the following items, if the expenditures will enhance DSM:
1. Incremental labor attributable to DSM development,

2. A market study,

3. Aresearch and development project such as applied tech-
nology assessment,

4.  Consortium membership, or

5. Another item that is difficult to allocate to an individual
DSM program.

F. The Commission may impose a limit on the amount of DSM
funds that may be used for the items in subsection (E).

G. If goods and services used by an affected utility for DSM have
value for other affected utility functions, programs, or ser-
vices, the affected utility shall divide the costs for the goods
and services and allocate funding proportionately.

H. An affected utility shall allocate DSM costs in accordance
with generally accepted accounting principles.

I.  The Commission shall review and address financial disincen-
tives, recovery of fixed costs, and recovery of net lost income/
revenue, due to Commission-approved DSM programs, if an
affected utility requests such review in its rate case and pro-
vides documentation/records supporting its request in its rate
application.

J.  An affected utility, at its own initiative, may submit to the
Commission twice-annual reports on the financial impacts of
its Commission-approved DSM programs, including any unre-
covered fixed costs and net lost income/revenue resulting from
its Commission-approved DSM programs.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

R14-2-2411. Performance Incentives

In the implementation plans required by R14-2-2405, an affected
utility may propose for Commission review a performance incen-
tive to assist in achieving the energy efficiency standard set forth in

R14-2-2404. The Commission may also consider performance
incentives in a general rate case.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

R14-2-2412. Cost-effectiveness

A. An affected utility shall ensure that the incremental benefits to
society of the affected utility’s overall DSM portfolio exceed
the incremental costs to society of the DSM portfolio.

B. The Societal Test shall be used to determine cost-effective-
ness.

C. The analysis of a DSM program’s or DSM measure’s cost-
effectiveness may include:

1. Costs and benefits associated with reliability, improved
system operations, environmental impacts, and customer
service;

2. Savings of both natural gas and electricity; and

3. Any uncertainty about future streams of costs or benefits.

D. An affected utility shall make a good faith effort to quantify
water consumption savings and air emission reductions, while
other environmental costs or the value of environmental
improvements shall be estimated in physical terms when prac-
tical but may be expressed qualitatively. An affected utility,
Staff, or any party may propose monetized benefits and costs if
supported by appropriate documentation or analyses.

E. Market transformation programs shall be analyzed for cost-
effectiveness by measuring market effects compared to pro-
gram costs.

F. Educational programs shall be analyzed for cost-effectiveness
based on estimated energy and peak demand savings resulting
from increased awareness about energy use and opportunities
for saving energy.

Research and development and pilot programs are not required

to demonstrate cost-effectiveness.

H. An affected utility’s low-income customer program portfolio
shall be cost-effective, but costs attributable to necessary
health and safety measures shall not be used in the calculation.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

R14-2-2413. Baseline Estimation

A. To determine the baseline, an affected utility shall estimate the
level of electric demand and consumption and the associated
costs that would have occurred in the absence of a DSM pro-
gram or DSM measure.

B. For demand response programs, an affected utility shall use
customer load profile information to verify baseline consump-
tion patterns and the peak demand savings resulting from
demand response actions.

C. For installations or applications that have multiple fuel
choices, an affected utility shall determine the baseline using
the same fuel source actually used for the installation or appli-
cation.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

R14-2-2414. Fuel Neutrality

A. Ratepayer-funded DSM shall be developed and implemented
in a fuel-neutral manner.

B. An affected utility shall use DSM funds collected from electric
customers for electric DSM programs, unless otherwise
ordered by the Commission.

Page 192

Supp. 18-3

September 30, 2018



Title 14

Arizona Administrative Code

14AAC.2

CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

C. An affected utility may use DSM funds collected from electric
customers for thermal envelope improvements.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

R14-2-2415. Monitoring, Evaluation, and Research

A. An affected utility shall monitor and evaluate each DSM pro-
gram and DSM measure to:

1.  Ensure compliance with the cost-effectiveness require-
ments of R14-2-2412;

2. Determine participation rates, energy savings, and
demand reductions;

3. Assess the implementation process for the DSM program
or DSM measure;

4. Obtain information on whether to continue, modify, or
terminate a DSM program or DSM measure; and

5. Determine the persistence and reliability of the affected
utility’s DSM.

B. An affected utility may conduct evaluation and research, such
as market studies, market research, and other technical
research, for DSM program planning, product development,
and DSM program improvement.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

R14-2-2416. Program Administration and Implementation

A. An affected utility may use an energy service company or
other external resource to implement a DSM program or DSM
measure.

B. The Commission may, at its discretion, establish independent
program administrators who would be subject to the relevant
requirements of this Article.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

R14-2-2417. Leveraging and Cooperation

A. An affected utility shall, to the extent practicable, participate
in cost sharing, leveraging, or other lawful arrangements with
customers, vendors, manufacturers, government agencies,
other electric utilities, or other entities if doing so will increase
the effectiveness or cost-effectiveness of a DSM program or
DSM measure.

B. An affected utility shall participate in a DSM program or DSM
measure with a natural gas utility when doing so is practicable
and if doing so will increase the effectiveness or cost-effec-
tiveness of a DSM program or DSM measure.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

R14-2-2418. Compliance by Electric Distribution Coopera-

tives

A. An electric distribution cooperative that is an affected utility
shall comply with the requirements of this Section instead of
meeting the requirements of R14-2-2404(A) and (B) and R14-

2-2405(A).

B. An electric distribution cooperative shall, on June 1 of each
odd year, or annually at its election:

1. File with Docket Control, for Commission review and
approval, an implementation plan for each DSM program
to be implemented or maintained during the next one or
two calendar years, as applicable; and

2. Submit to the Director of the Commission’s Utilities
Division an electronic copy of its implementation plan in
a format suitable for posting on the Commission’s web
site.

C. An implementation plan submitted under subsection (B) shall
set forth an energy efficiency goal for each year of at least
75% of the savings requirement specified in R14-2-2404 and
shall include the information required under R14-2-2405(B).

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

R14-2-2419. Waiver from the Provisions of this Article

A. The Commission may waive compliance with any provision of
this Article for good cause.

B. An affected utility may petition the Commission to waive its
compliance with any provision of this Article for good cause.

C. A petition filed pursuant to this Section shall have priority
over other matters filed under this Article.

Historical Note
New Section made by final rulemaking at 16 A.A.R.
2254, effective January 1, 2011 (Supp. 10-4).

ARTICLE 25. GAS UTILITY ENERGY EFFICIENCY
STANDARDS

R14-2-2501. Definitions
In this Article, unless otherwise specified:

1. “Adjustment mechanism” means a Commission-
approved provision in an affected utility’s rate schedule
allowing the affected utility to increase and decrease a
certain rate or rates, in an established manner, when
increases and decreases in specific costs are incurred by
the affected utility.

2. “Affected utility” means a public service corporation that
provides gas utility service to retail customers in Arizona.

3. “Baseline” means the level of gas demand, gas consump-
tion, and associated expenses estimated to occur in the
absence of a specific DSM program, determined as pro-
vided in R14-2-2513.

4. “CHP” means combined heat and power, which is using a
primary energy source to simultaneously produce electri-
cal energy and useful process heat.

5. “Commission” means the Arizona Corporation Commis-
sion.

6. “Cost-effective” means that total incremental benefits
from a DSM measure or DSM program exceed total
incremental costs over the life of the DSM measure, as
determined under R14-2-2512.

7.  “Customer” means the person or entity in whose name
service is rendered to a single contiguous field, location,
or facility, regardless of the number of meters at the field,
location, or facility.

8. “Delivery system” means the infrastructure through
which an affected utility transmits and then distributes
gas energy to its customers.

9. “DSM” means demand-side management, the implemen-
tation and maintenance of one or more DSM programs.

10. “DSM measure” means any material, device, technology,
educational program, practice, or facility alteration
designed to result in increased energy efficiency and
includes CHP used to displace space heating, water heat-
ing, or another load.

11. “DSM program” means one or more DSM measures pro-
vided as part of a single offering to customers.
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“DSM tariff” means a Commission-approved schedule of
rates designed to recover an affected utility’s reasonable
and prudent costs of complying with this Article.
“Energy efficiency” means the production or delivery of
an equivalent level and quality of end-use gas service
using less energy, or the conservation of energy by end-
use customers.
“Energy efficiency standard” means the reduction in
retail energy sales, in percentage of therms or therm
equivalents, required to be achieved through an affected
utility’s approved DSM and RET programs as prescribed
in R14-2-2504.
“Energy savings” means the reduction in a customer’s
energy consumption, expressed in therms or therm equiv-
alents.
“Energy service company” means a company that pro-
vides a broad range of services related to energy effi-
ciency, including energy audits, the design and
implementation of energy efficiency projects, and the
installation and maintenance of energy efficiency mea-
sures.
“Environmental benefits” means avoidance of costs for
compliance, or reduction in environmental impacts, for
things such as, but not limited to:
a.  Water use and water contamination;
b. Monitoring storage and disposal of solid waste, such
as coal ash (bottom and fly);
c.  Health effects from burning fossil fuels; and
d. Emissions from transportation and production of
fuels.
“Fuel-neutral” means without promoting or otherwise
expressing bias regarding a customer’s choice of one fuel
over another.
“Gas” means either natural gas or propane.
“Gas utility” means a public service corporation provid-
ing natural gas service or propane service to the public.
“Incremental benefits” means amounts saved through
avoiding costs for gas purchases, delivery system, and
other cost items necessary to provide gas utility service,
along with other improvements in societal welfare, such
as through avoided environmental impacts, including, but
not limited to, water consumption savings, water contam-
ination reduction, air emission reduction, reduction in
coal ash, and reduction of nuclear waste.
“Incremental costs” means the additional expenses of
DSM measures, relative to baseline.
“Independent program administrator” means an impartial
third party employed to provide objective oversight of
DSM and RET programs.
“kWh” means kilowatt-hour.
“Leveraging” means combining resources to more effec-
tively achieve an energy efficiency goal, or to achieve
greater energy efficiency savings, than would be achieved
without combining resources.
“Low-income customer” means a customer with a below
average level of household income, as defined in an
affected utility’s Commission-approved DSM program
description.
“Market transformation” means strategic efforts to induce
lasting structural or behavioral changes in the market that
result in increased energy efficiency.
“Net benefits” means the incremental benefits resulting
from DSM minus the incremental costs of DSM.
“Non-market benefits” means improvements in societal
welfare that are not bought or sold.

30.

31.

32.

33.

34.

35.

36.

37.

38.

39.

40.

“Program costs” means the expenses incurred by an
affected utility as a result of developing, marketing,
implementing, administering, and evaluating Commis-
sion-approved DSM programs.

“RET” means a renewable energy resource technology
application utilizing an energy resource that is replaced
rapidly by a natural, ongoing process and that displaces
conventional energy resources otherwise used to provide
energy to an affected utility’s Arizona customers.

“RET program” means one or more RETs provided as
part of a single offering to customers.

“Revenue decoupling” means a mechanism that reduces
or eliminates the connection between sales volume and
the recovery of an affected utility’s Commission-
approved cost of service.

“Self-direction” means an option made available to quali-
fying customers of sufficient size, in which the amount of
money paid by each qualifying customer toward DSM
costs is tracked for the customer and made available for
use by the customer for approved DSM investments upon
application by the customer.

“Societal Test” means a cost-effectiveness test of the net
benefits of DSM programs that starts with the Total
Resource Cost Test, but includes non-market benefits and
costs to society.

“Staft” means individuals working for the Commission’s
Utilities Division, whether as employees or through con-
tract.

“Therm” means a unit of heat energy equal to 100,000
British Thermal Units.

“Thermal envelope” means the collection of building sur-
faces, such as walls, windows, doors, floors, ceilings, and
roofs, that separate interior conditioned (heated or
cooled) spaces from the exterior environment.

“Therm equivalent” means a unit of energy, such as kWh,
converted and stated in terms of therms.

“Total Resource Cost Test” means a cost-effectiveness
test that measures the net benefits of a DSM program as a
resource option, including incremental measure costs,
incremental affected utility costs, and carrying costs as a
component of avoided capacity cost, but excluding incen-
tives paid by affected utilities and non-market benefits to
society.

Historical Note

New Section made by final rulemaking at 17 A.A.R.

72, effective March 4, 2011 (Supp. 11-1).

R14-2-2502. Applicability
This Article applies to each affected utility classified as Class A
according to R14-2-103(A)(3)(q).

Historical Note

New Section made by final rulemaking at 17 A.A.R.

R14-2-2503.

72, effective March 4, 2011 (Supp. 11-1).
Goals and Objectives

A. An affected utility shall design each DSM program to be cost-
effective.

B. An affected utility shall consider the following when planning
and implementing a DSM or RET program:

1.

Whether the DSM or RET program will advance market
transformation and achieve sustainable savings, reducing
the need for future market interventions;

Whether the affected utility can ensure a level of funding
adequate to sustain the DSM or RET program and allow
the program to achieve its targeted goals; and
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in Table 2. An illustrative example of how the standard can be
met in 2020 is shown in Table 4.

3. If a DSM program, whether the DSM program will
achieve cost-effective energy savings.

C. An affected utility shall: .
1. Offer DSM programs that will provide an opportunity for Table 1. Energy Efficiency Standard
all affected utility customer segments to participate, and CALENDAR ENERGY EFFICIENCY STANDARD
2. Allocate a portion of DSM resources specifically to low- YEAR (Cumulative Annual Energy Savings by the
income customers. End of Each Calendar Year as a
Historical Note g;:irgrexg:lgei (ci)irtl%;;;{stall Energy Sales in the
New Section made by final rulemaking at 17 A.A.R.
72, effective March 4, 2011 (Supp. 11-1). 2011 0.50%
0,
R14-2-2504. Energy Efficiency Standards 2012 1.20%
A. Except as provided in R14-2-2518 and R14-2-2519, in order to 2013 1.80%
ensure reliable gas service at reasonable ratepayer rates and 2014 2.40%
costs, by December 31, 2020, an affected utility shall, through 3
. . 2015 3.00%
DSM and RET programs, achieve cumulative annual energy 0
savings, expressed as therms or therm equivalents, equal to at 2016 3.60%
least 6% of the affected utility’s retail gas energy sales for cal- 2017 4.20%
endar year 2019. 2018 4.80%
B. An affected utility shall, by the end of each calendar year, meet 019 5209
at least the cumulative annual energy efficiency standard listed e
in Table 1 for that calendar year. An illustrative example of 2020 6.00%
how the required energy savings would be calculated is shown
Table 2. Ilustrative Example of Calculating Required Energy Savings
CALENDAR A B C
YEAR RETAIL SALES | ENERGY EFFI- | REQUIRED CUMULATIVE
(therms) CIENCY ENERGY SAVINGS
STANDARD (therms or therm equivalents)
(B of current year X A of prior year)
2010 100,000,000 0
2011 97,500,000 0.50% 500,000
2012 94,870,000 1.20% 1,170,000
2013 92,411,540 1.80% 1,707,660
2014 90,018,939 2.40% 2,217,877
2015 87,691,512 3.00% 2,700,568
2016 85,427,344 3.60% 3,156,894
2017 83,224,605 4.20% 3,587,948
2018 81,081,521 4.80% 3,994,781
2019 78,996,374 5.40% 4,378,402
2020 76,967,498 6.00% 4,739,782
C. An affected utility may count energy savings resulting from meeting the energy efficiency standard set forth in subsection
DSM and RET programs to meet the energy efficiency stan- (B). The total energy savings credit for these pre-rules DSM
dard. At least 75% of the energy efficiency standard for each programs shall not exceed 1% of the affected utility’s retail
year listed in Table 1 shall be achieved through DSM energy energy sales in calendar year 2005. A portion of the total
efficiency programs. energy savings credit for these pre-rules programs may be
D. An affected utility’s energy savings resulting from DSM applied each year, from 2016 through 2020, as listed in Table
energy efficiency programs implemented before the effective 3, Column A.
date of this Article, but after 2004, may be credited toward
Table 3. Credit for Pre-rules Energy Savings
CALENDAR A B
YEAR CREDIT FOR THE PRE-RULES ENERGY CUMULATIVE APPLICATION OF THE CREDIT
SAVINGS APPLIED IN EACH YEAR FOR THE PRE-RULES ENERGY SAVINGS IN 2016-
(Percentage of the Total Eligible Pre-rules 2020
Cumulative Annual Energy Savings That Shall Be | (Percentage of the Total Eligible
Applied in the Year) Pre-rules Cumulative Annual Energy Savings That Are
Credited by the End of Each Year)
2016 7.5% 7.5%
2017 15.0% 22.5%
2018 20.0% 42.5%
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2019 25.0% 67.5%
2020 32.5% 100.0%
E. An affected utility may count toward meeting the energy effi- utility’s sponsorship of RET projects that displace gas. An

ciency standard up to one-third of the energy savings resulting
from energy efficiency building codes and up to one-third of
the energy savings resulting from energy efficiency appliance
standards, if the energy savings are quantified and reported
through a measurement and evaluation study undertaken by
the affected utility, and the affected utility demonstrates and
documents its efforts in support of the adoption or implemen-
tation of the energy efficiency building codes and appliance
standards.

affected utility may also count toward meeting the energy effi-
ciency standard all energy savings resulting from other RET
projects that are not sponsored by the affected utility, if the
affected utility can demonstrate that its efforts facilitated the
placement and completion of the RET project.

An affected utility’s energy savings resulting from efficiency
improvements to its delivery system may not be counted
toward meeting the energy efficiency standard.

An affected utility’s energy savings used to meet the energy

F. An affected utility may count a customer’s energy savings efficiency standard will be assumed to continue through the
resulting from self-direction toward meeting the energy effi- year 2020 or, if expiring before the year 2020, to be replaced
ciency standard. with a DSM measure or RET having at least the same level of

G. An affected utility may count toward meeting the energy effi- efficiency.
ciency standard all energy savings resulting from the affected

Table 4. Illustrative Example of How the Energy Standard Could be Met in 2020

2020 2019 Required  Cumulative = Annual
Energy Efficiency Retail Sales (therms) Energy Savings (therms or therm
Standard equivalents)
Total 6.00% 78,996,374 4,739,782
Breakdown of Savings and Credits Used To Meet 2020 Standard:
Cumulative Annual Energy
Savings Or Credit (therms)
Pre-rules Savings Credit 359,545%*
R14-2-2504(D)
Building Codes and 425,000
Appliance Standards
R14-2-2504(E)
Self-direction 27,000
R14-2-2504(F)
RET 25,000
R14-2-2504(G)
CHP 135,000
R14-2-2501(10) and
R14-2-2504(C)
Energy Efficiency At least 75% 3,768,237
R14-2-2504(C)
Total 4,739,782

*The total pre-rules savings credit shall be capped at 1% of 2005 retail energy sales, and the total credit is allocated over five years from
2016 to 2020. The credit shown above represents an estimate of the portion of the total credit that can be taken in 2020, or 32.5% of the
total credit allowed.

A.

Historical Note
New Section R14-2-2504 and Tables 1 through 4 made by final rulemaking at 17 A.A.R. 72, effective March 4, 2011 (Supp. 11-1).

R14-2-2505. Implementation Plans

Except as provided in R14-2-2518 and R14-2-2519, on June 1
of each odd year, or annually at the election of each affected
utility, each affected utility shall file with Docket Control, for
Commission review and approval, an implementation plan
describing how the affected utility intends to meet the energy
efficiency standard for the next one or two calendar years, as
applicable, except that the initial implementation plan shall be
filed within 30 days of the effective date of this Article.
The implementation plan shall include the following informa-
tion:
1. Except for the initial implementation plan, a description
of the affected utility’s compliance with the requirements
of this Article for the previous calendar year;

2. Except for the initial implementation plan, which shall
describe only the next calendar year, a description of how
the affected utility intends to comply with this Article for
the next two calendar years, including an explanation of
any modification to the rates of an existing DSM adjust-
ment mechanism or tariff that the affected utility believes
is necessary;

3. Except for the initial implementation plan, which shall
describe only the next calendar year, a description of each
DSM and RET program to be newly implemented or con-
tinued in the next two calendar years and an estimate of
the annual therm or therm equivalent savings projected to
be obtained through each DSM and RET program;
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4. The estimated total cost and cost per therm reduction of
each DSM measure and program and each RET and RET
program described in subsection (B)(3);

5. A DSM tariff filing complying with R14-2-2506(A) or a
request to modify and reset an adjustment mechanism
complying with R14-2-2506(C), as applicable; and

6. For each new DSM measure and program and each RET
and RET program that the affected utility desires to
implement, a program proposal complying with R14-2-
2507.

An affected utility shall notify its customers of its implementa-

tion plan filing through a notice in its next regularly scheduled

customer bills following the filing of the implementation plan.

The Commission may hold a hearing to determine whether an

affected utility’s implementation plan satisfies the require-

ments of this Article.

An affected utility’s Commission-approved implementation

plan, and the DSM and RET programs authorized thereunder,

shall continue in effect until the Commission takes action on a

new implementation plan for the affected utility.

Historical Note
New Section made by final rulemaking at 17 A.A.R.
72, effective March 4, 2011 (Supp. 11-1).

R14-2-2506. DSM Tariffs

A.

An affected utility’s DSM tariff filing shall include the follow-

ing:

1. A detailed description of each method proposed by the
affected utility to recover the reasonable and prudent
costs associated with implementing the affected utility’s
intended DSM and RET programs;

2. Financial information and supporting data sufficient to
allow the Commission to determine the affected utility’s
fair value, including, at a minimum, the information
required to be submitted in a utility annual report filed
under R14-2-312(G)(4);

3. Data supporting the level of costs that the affected utility
believes will be incurred in order to comply with this
Atrticle; and

4. Any other information that the Commission believes is
relevant to the Commission’s consideration of the tariff
filing.

The Commission shall approve, modify, or deny a tariff filed

pursuant to subsection (A) within 180 days after the tariff has

been filed. The Commission may suspend this deadline or
adopt an alternative procedural schedule for good cause.

If an affected utility has an existing adjustment mechanism to

recover the reasonable and prudent costs associated with

implementing DSM and RET programs, the affected utility
may, in lieu of making a tariff filing under subsection (A), file

a request to modify and reset its adjustment mechanism by

submitting the information required under subsections (A)(1)

and (3).

Historical Note
New Section made by final rulemaking at 17 A.A.R.
72, effective March 4, 2011 (Supp. 11-1).

R14-2-2507. Commission Review and Approval of DSM and
RET Programs

A.

An affected utility shall obtain Commission approval before
implementing a new DSM program or measure or a new RET
program or RET.

An affected utility may apply for Commission approval of a
DSM program or measure or an RET program or RET by sub-
mitting a program proposal either as part of its implementation

plan submitted under R14-2-2505 or through a separate appli-

cation.

A program proposal shall include the following:

1. A description of the DSM program or measure or RET
program or RET that the affected utility desires to imple-
ment;

2. The affected utility’s objectives and rationale for the
DSM program or measure or RET program or RET;

3. A description of the market segment at which the DSM
program or measure or RET program or RET is aimed,

4.  An estimated level of customer participation in the DSM
program or measure or RET program or RET;

5. An estimate of the baseline;

6. For a DSM program or measure:

a. The estimated societal benefits and savings from the
DSM program or measure,

b.  The estimated societal costs of the DSM program or
measure, and

c. The estimated benefit-cost ratio of the DSM pro-
gram or measure;

7.  The estimated environmental benefits to be derived from
the DSM program or measure or RET program or RET;

8. The affected utility’s marketing and delivery strategy;

9. The affected utility’s estimated annual costs and budget
for the DSM program or measure or RET program or
RET;

10. The implementation schedule for the DSM program or
measure or RET program or RET;

11. A description of the affected utility’s plan for monitoring
and evaluating the DSM program or measure or RET pro-
gram or RET; and

12. Any other information that the Commission believes is
relevant to the Commission’s consideration of the filing.

In determining whether to approve a program proposal, the

Commission shall consider:

1. The extent to which the Commission believes the DSM
program or measure will meet the goal set forth in R14-2-
2503(A), and

2. All of the considerations set forth in R14-2-2503(B).

Staff may request modifications of on-going DSM and RET

programs to ensure consistency with this Article. The Com-

mission shall allow affected utilities adequate time to notify
customers of DSM and RET program modifications.

Historical Note
New Section made by final rulemaking at 17 A.A.R.
72, effective March 4, 2011 (Supp. 11-1).

R14-2-2508. Parity and Equity

A.

B.

An affected utility shall develop and propose DSM programs
for residential, non-residential, and low-income customers.
An affected utility shall allocate DSM funds collected from
residential customers and from non-residential customers pro-
portionately to those customer classes to the extent practica-
ble.

The affected utility costs of DSM and RET programs for low-
income customers shall be borne by all customer classes,
except where a customer or customer class is specifically
exempted by Commission order.

DSM funds collected by an affected utility shall be used, to the
extent practicable, to benefit that affected utility’s customers.
All customer classes of an affected utility shall bear the costs
of DSM and RET programs by payment through a non-bypass-
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able mechanism, unless a customer or customer class is specif-
ically exempted by Commission order.

Historical Note
New Section made by final rulemaking at 17 A.A.R.
72, effective March 4, 2011 (Supp. 11-1).

R14-2-2509. Reporting Requirements

A. By April 1 of each year, an affected utility shall submit to the
Commission, in a Commission-established docket for that
year, a DSM progress report providing information for each of
the affected utility’s Commission-approved DSM and RET
programs including at least the following:

1. An analysis of the affected utility’s progress toward meet-
ing the annual energy efficiency standard;

2. A list of the affected utility’s current Commission-
approved DSM and RET programs, organized by cus-
tomer segment;

3. A description of the findings from any research projects
completed during the previous year; and

4. The following information for each Commission-
approved DSM program and measure and RET program
and RET:

a. A brief description;

b.  Goals, objectives, and savings targets;

c.  The level of customer participation during the previ-
ous year;

d. The costs incurred during the previous year, disag-
gregated by type of cost, such as administrative
costs, rebates, and monitoring costs;

e. A description and the results of evaluation and mon-
itoring activities during the previous year;

f.  Savings realized in kW, kWh, therms, and therm
equivalents, as appropriate;

g.  The environmental benefits realized,

h. Incremental benefits and net benefits, in dollars;

i.  Performance-incentive calculations for the previous
year;

j-  Problems encountered during the previous year and
proposed solutions;

k. A description of any modifications proposed for the
following year; and

I.  Whether the affected utility proposes to terminate
the DSM program or measure or RET program or
RET and the proposed date of termination.

B. By October 1 of each year, an affected utility shall file a status
report including a tabular summary showing the following for
each current Commission-approved DSM program and mea-
sure and RET program and RET of the affected utility:

1. Semi-annual expenditures compared to annual budget,
and

2. Participation rates.

C. An affected utility shall file each report required by this Sec-
tion with Docket Control, where it will be available to the pub-
lic, and shall make each such report available to the public
upon request.

D. An affected utility may request within its implementation plan
that these reporting requirements supersede specific existing
DSM reporting requirements.

Historical Note
New Section made by final rulemaking at 17 A.A.R.
72, effective March 4, 2011 (Supp. 11-1).

R14-2-2510. Cost Recovery
A. An affected utility may recover the costs that it incurs in plan-
ning, designing, implementing, and evaluating a DSM pro-

gram or measure or RET program or RET if the DSM program

or measure or RET program or RET is all of the following:

1. Approved by the Commission before it is implemented;

2. Implemented in accordance with a Commission-approved
program proposal or implementation plan; and

3. Monitored and evaluated, pursuant to R14-2-2515.

B. An affected utility shall monitor and evaluate each DSM pro-
gram or measure and each RET program or RET, as provided
in R14-2-2515.

C. If an affected utility determines that a DSM program or mea-
sure is not cost-effective or that a DSM program or measure or
RET program or RET does not meet expectations, the affected
utility shall include in its annual DSM progress report filed
under R14-2-2509 a proposal to modify or terminate the DSM
program or measure or RET program or RET.

D. An affected utility shall recover its DSM and RET costs con-
currently, on an annual basis, with the spending for DSM and
RET programs, unless the Commission orders otherwise.

E. An affected utility may recover costs from DSM funds for any
of the following items, if the expenditures will enhance DSM

or RET programs:
1. Incremental labor attributable to DSM and RET develop-
ment,

2. A market study,

3. Aresearch and development project such as applied tech-
nology assessment,

4.  Consortium membership, or

5. Other items that are difficult to allocate to an individual
DSM or RET program.

F. The Commission may impose a limit on the amount of DSM
funds that may be used for the items in subsection (E).

G. If goods and services used by an affected utility for DSM or
RET have value for other affected utility functions, programs,
or services, the affected utility shall divide the costs for the
goods and services and allocate funding proportionately.

H. An affected utility shall allocate DSM and RET costs in accor-
dance with generally accepted accounting principles.

I.  An affected utility, at its own initiative, may submit to the
Commission twice-annual reports on the financial impacts of
its Commission-approved DSM and RET programs, including
any unrecovered fixed costs and net lost income/revenue
resulting from its Commission-approved DSM and RET pro-
grams.

Historical Note
New Section made by final rulemaking at 17 A.A.R.
72, effective March 4, 2011 (Supp. 11-1).

R14-2-2511. Revenue Decoupling

The Commission shall review and address financial or other disin-
centives, recovery of fixed costs, and recovery of net lost income/
revenue, including, but not limited to, implementation of a revenue
decoupling mechanism, due to Commission-approved DSM and
RET programs, if an affected utility requests such review in its rate
case and provides adequate documentation/records supporting its
request in its rate application.

Historical Note
New Section made by final rulemaking at 17 A.A.R.
72, effective March 4, 2011 (Supp. 11-1).

R14-2-2512. Cost-effectiveness

A. An affected utility shall ensure that the incremental benefits to
society of the affected utility’s overall group of DSM pro-
grams exceed the incremental costs to society of the overall
group of DSM programs.

B. The Societal Test shall be used to determine cost-effective-
ness.
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C. The analysis of a DSM program’s or DSM measure’s cost-
effectiveness may include:

1. Costs and benefits associated with reliability, improved
system operations, environmental impacts, and customer
service;

2. Savings of both gas and electricity; and

3. Any uncertainty about future streams of costs or benefits.

D. An affected utility shall make a good faith effort to quantify
water consumption savings and air emission reductions result-
ing from implementation of DSM programs, while other envi-
ronmental costs or the value of environmental improvements
shall be estimated in physical terms when practical but may be
expressed qualitatively. An affected utility, Staff, or any party
may propose monetized benefits and costs if supported by
appropriate documentation or analyses.

E. Market transformation programs shall be analyzed for cost-
effectiveness by measuring market effects compared to pro-
gram costs.

F. Educational programs shall be analyzed for cost-effectiveness
based on estimated energy and peak demand savings resulting
from increased awareness about energy use and opportunities
for saving energy.

Research and development and pilot programs are not required

to demonstrate cost-effectiveness.

H. An affected utility’s low-income customer program portfolio
shall be cost-effective, but costs attributable to necessary
health and safety measures shall not be used in the calculation.

Historical Note
New Section made by final rulemaking at 17 A.A.R.
72, effective March 4, 2011 (Supp. 11-1).

R14-2-2513. Baseline Estimation

A. To determine the baseline, an affected utility shall estimate the
level of gas demand and consumption and the associated costs
that would have occurred in the absence of a DSM program.

B. For installations or applications that have multiple fuel
choices, an affected utility shall determine the baseline using
the same fuel source that would have actually been used for
the installation or application in the absence of a DSM pro-
gram.

Historical Note
New Section made by final rulemaking at 17 A.A.R.
72, effective March 4, 2011 (Supp. 11-1).

R14-2-2514. Fuel Neutrality

A. Ratepayer-funded DSM shall be developed and implemented
in a fuel-neutral manner.

B. An affected utility shall use DSM funds collected from gas
customers for gas DSM programs, unless otherwise ordered by
the Commission.

C. An affected utility may use DSM funds collected from gas
customers for thermal envelope improvements.

Historical Note
New Section made by final rulemaking at 17 A.A.R.
72, effective March 4, 2011 (Supp. 11-1).

R14-2-2515. Monitoring, Evaluation, and Research
A. An affected utility shall monitor and evaluate each DSM pro-
gram and measure and each RET program and RET to:
1. Ensure compliance with the cost-effectiveness require-
ments for DSM programs in R14-2-2512;
2. Determine participation rates, energy savings, and
demand reductions;
3. Assess the implementation process for the DSM program
or measure or RET program or RET;

4. Obtain information on whether to continue, modify, or
terminate a DSM program or measure or RET program or
RET; and

5. Determine the persistence and reliability of the affected
utility’s DSM programs and measures and RET programs
and RETs.

B. An affected utility may conduct evaluation and research, such
as market studies, market research, and other technical
research, for DSM and RET program planning, product devel-
opment, and DSM and RET program improvement.

Historical Note
New Section made by final rulemaking at 17 A.A.R.
72, effective March 4, 2011 (Supp. 11-1).

R14-2-2516. Program Administration and Implementation

A. An affected utility may use an energy service company or
other external resource to implement a DSM program or mea-
sure or RET program or RET.

B. The Commission may, at its discretion, establish independent
program administrators who would be subject to the relevant
requirements of this Article.

Historical Note
New Section made by final rulemaking at 17 A.A.R.
72, effective March 4, 2011 (Supp. 11-1).

R14-2-2517. Leveraging and Cooperation

A. An affected utility shall, to the extent practicable, participate
in cost sharing, leveraging, or other lawful arrangements with
customers, vendors, manufacturers, government agencies,
other gas utilities, or other entities if doing so will increase the
effectiveness of a DSM program or measure or RET program
or RET.

B. An affected utility shall participate in a DSM program or mea-
sure or RET program or RET with an electric utility when
doing so is practicable and if doing so will increase the effec-
tiveness of the DSM program or measure or RET program or
RET.

Historical Note
New Section made by final rulemaking at 17 A.A.R.
72, effective March 4, 2011 (Supp. 11-1).

R14-2-2518. Compliance by Gas Distribution Cooperatives

A. A gas distribution cooperative that is an affected utility shall
comply with the requirements of this Section instead of meet-
ing the requirements of R14-2-2504(A) and (B) and R14-2-
2505(A).

B. A gas distribution cooperative shall, on June 1 of each odd
year, or annually at its election:

1. File with Docket Control, for Commission review and
approval, an implementation plan providing information
for each DSM and RET program to be implemented or
maintained during the next one or two calendar years, as
applicable; and

2. Submit to the Director of the Commission’s Ultilities
Division an electronic copy of its implementation plan in
a format suitable for posting on the Commission’s web
site.

C. A gas distribution cooperative’s initial implementation plan
shall be filed with Docket Control within 30 days of the effec-
tive date of this Article.

D. Animplementation plan submitted under subsection (B) or (C)
shall set forth an energy efficiency goal for each year of at
least 75% of the savings requirement specified in R14-2-2504
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and shall include the information required under R14-2- C. A propane company’s initial implementation plan shall be
2505(B). filed with Docket Control within 30 days of the effective date
Historical Note Ofﬂ.]is /lkrticle. . | . .
New Section made by final rulemaking at 17 A.A.R. D. Ahn 11 mp eIfnenﬁatlon plan subfrfr‘nt.ted under s1;bsect1(;ln (B) or §C)
72, effective March 4, 2011 (Supp. 11-1). shall set forth an energy efficiency goal for each year o at
least 50% of the savings requirement specified in R14-2-2504
R14-2-2519. Compliance by Propane Companies and shall include the information required under R14-2-
A. A propane company that is an affected utility shall comply 2505(B).
with the requirements of this Section instead of meeting the Historical Note
requirements of R14-2-2504(A) and (B) and R14-2-2505(A). New Section made by final rulemaking at 17 A.A.R.
B. A propane company shall, on June 1 of each odd year, or annu- 72, effective March 4, 2011 (Supp. 11-1).

ally at its election:

1. File with Docket Control, for Commission review and R14-2-2520. Waiver from the Provisions of this Article
approval, an implementation plan providing information A. The Commission may waive compliance with any provision of
for each DSM and RET program to be implemented or this Article for good cause.
maintained during the next one or two calendar years, as B. An affected utility may petition the Commission to waive its
applicable; and compliance with any provision of this Article for good cause.

2. Submit to the Director of the Commission’s Ultilities -

Division an electronic copy of its implementation plan in . Historical Note .
a format suitable for posting on the Commission’s web New Section made by final rulemaking at 17 A.A.R.
site. 72, effective March 4, 2011 (Supp. 11-1).
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