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Be it enacted by the Legislature of the State of Arizona: 1 
Section 1.  Title 42, chapter 14, Arizona Revised Statutes, is amended 2 

by adding article 11, to read: 3 
ARTICLE 11.  ELECTRIC COOPERATIVE NONPROFIT MEMBERSHIP CORPORATIONS 4 

42-14551.  Definitions 5 
A.  IN THIS ARTICLE, UNLESS THE CONTEXT OTHERWISE REQUIRES: 6 
1.  "CONSTRUCTION WORK IN PROGRESS" MEANS THE TOTAL OF THE BALANCES OF 7 

WORK ORDERS FOR A DISTRIBUTION COOPERATIVE PLANT IN THE PROCESS OF 8 
CONSTRUCTION ON DECEMBER 31 OF THE PRECEDING CALENDAR YEAR, EXCLUSIVE OF LAND 9 
RIGHTS AND LICENSED VEHICLES. 10 

2.  "DISTRIBUTION COOPERATIVE" MEANS AN ELECTRIC COOPERATIVE NONPROFIT 11 
MEMBERSHIP CORPORATION THAT IS ORGANIZED UNDER OR BECOMES SUBJECT TO TITLE 12 
10, CHAPTER 19, ARTICLE 2. 13 

3.  "ELECTRIC DISTRIBUTION AND TRANSMISSION PROPERTY" MEANS 14 
CONSTRUCTION WORK IN PROGRESS, ENVIRONMENTAL PROTECTION FACILITIES, MATERIALS 15 
AND SUPPLIES AND ORIGINAL PLANT IN SERVICE COST. 16 

4.  "INVESTOR-OWNED ELECTRIC UTILITY" MEANS A BUSINESS ORGANIZATION 17 
THAT PROVIDES ELECTRIC POWER PRODUCTION AND DISTRIBUTION, IS REGARDED AS A 18 
UTILITY AND IS MANAGED AS A PRIVATE ENTERPRISE RATHER THAN A FUNCTION OF 19 
GOVERNMENT OR AS A UTILITY COOPERATIVE. 20 

5.  "MATERIALS AND SUPPLIES" MEANS THE COST, INCLUDING SALES, USE AND 21 
OTHER EXCISE TAXES, AND TRANSPORTATION COSTS TO A POINT OF DELIVERY IN THIS 22 
STATE, LESS PURCHASES AND TRADE DISCOUNTS, OF ALL UNAPPLIED MATERIAL AND 23 
SUPPLIES ON HAND IN THIS STATE AS OF DECEMBER 31 OF THE PRECEDING CALENDAR 24 
YEAR. 25 

6.  "ORIGINAL PLANT IN SERVICE COST" MEANS THE TOTAL ACTUAL COST OF 26 
ACQUIRING OR CONSTRUCTING PROPERTY INCLUDING ADDITIONS, RETIREMENTS, 27 
ADJUSTMENTS AND TRANSFERS, BUT WITHOUT DEDUCTING RELATED ACCUMULATED 28 
PROVISION FOR DEPRECIATION, AMORTIZATION OR OTHER PURPOSES, ON DECEMBER 31 OF 29 
THE PRECEDING CALENDAR YEAR. 30 

7.  "PLANT" MEANS ALL PROPERTY THAT IS SITUATED IN THIS STATE AND THAT 31 
IS USED OR USEFUL FOR THE DISTRIBUTION AND TRANSMISSION OF ELECTRIC POWER, 32 
BUT DOES NOT INCLUDE LAND RIGHTS, MATERIALS AND SUPPLIES AND LICENSED 33 
VEHICLES.  34 

42-14552.  Annual determination of value 35 
THE DEPARTMENT SHALL ANNUALLY DETERMINE THE VALUATION OF THE ELECTRIC 36 

DISTRIBUTION AND TRANSMISSION PROPERTY OF DISTRIBUTION COOPERATIVES THAT 37 
OPERATE IN THIS STATE IN THE MANNER PRESCRIBED BY THIS ARTICLE. 38 

42-14553.  Annual report for determining valuation; extension; 39 
failure to file; penalty; forfeiture of appeal 40 
rights 41 

A.  ON OR BEFORE APRIL 1 OF EACH YEAR, EACH DISTRIBUTION COOPERATIVE 42 
OPERATING IN THIS STATE SHALL FILE A REPORT UNDER OATH WITH THE DEPARTMENT TO 43 
ALLOW THE DEPARTMENT TO DETERMINE THE VALUATION OF ELECTRIC DISTRIBUTION AND 44 
TRANSMISSION PROPERTY AS REQUIRED BY THIS ARTICLE. 45 
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B.  ON WRITTEN REQUEST AND FOR GOOD CAUSE SHOWN, THE DIRECTOR MAY 1 
EXTEND THE TIME FOR FILING THE REPORT REQUIRED BY THIS SECTION. 2 

C.  IF A DISTRIBUTION COOPERATIVE FAILS TO FILE THE REPORT ON OR BEFORE 3 
APRIL 1 OF THE VALUATION YEAR OR THE EXTENDED DUE DATE, IF AN EXTENSION IS 4 
GRANTED, THE DEPARTMENT SHALL DO BOTH OF THE FOLLOWING: 5 

1.  ESTIMATE THE VALUE OF THE ELECTRIC DISTRIBUTION AND TRANSMISSION 6 
PROPERTY BASED ON ONE HUNDRED FIVE PER CENT OF THE PRECEDING YEAR'S FULL CASH 7 
VALUE OR ON ANY INFORMATION THAT IS AVAILABLE TO THE DEPARTMENT. 8 

2.  ASSESS A PENALTY IN THE AMOUNT OF THE LESSER OF: 9 
(a)  ONE-HALF OF ONE PER CENT OF THE VALUE THAT IS ESTIMATED BY THE 10 

DEPARTMENT. 11 
(b)  ONE HUNDRED DOLLARS PER DAY FOR EACH DAY THE DISTRIBUTION 12 

COOPERATIVE FAILS TO FILE THE REPORT BEYOND THE DUE DATE. 13 
D.  IF THE REPORT IS NOT FILED ON OR BEFORE MAY 20 OF THE VALUATION 14 

YEAR, THE DISTRIBUTION COOPERATIVE FORFEITS ITS RIGHT TO APPEAL THE VALUATION 15 
AND CLASSIFICATION PURSUANT TO SECTION 42-14005.   16 

42-14554.  Determining valuation of distribution cooperatives; 17 
standard market value factor 18 

A.  THE DEPARTMENT SHALL DETERMINE THE VALUATION OF ELECTRIC 19 
DISTRIBUTION AND TRANSMISSION PROPERTY OF DISTRIBUTION COOPERATIVES OPERATING 20 
IN THIS STATE AS FOLLOWS: 21 

1.  DETERMINE THE ORIGINAL PLANT IN SERVICE COST AND THE CONSTRUCTION 22 
WORK IN PROGRESS. 23 

2.  REDUCE THE SUM OF THE ORIGINAL PLANT IN SERVICE COST AND 24 
CONSTRUCTION WORK IN PROGRESS BY THE PRODUCT OF THE RELATED ACCUMULATED 25 
PROVISION FOR DEPRECIATION, DETERMINED FROM DATA AVAILABLE IN THE MOST RECENT 26 
PUBLIC RECORD REPORTS PRODUCED ANNUALLY BY THE RURAL UTILITIES SERVICE, 27 
MULTIPLIED BY THE STANDARD MARKET VALUE FACTOR. 28 

B.  THE DEPARTMENT SHALL DETERMINE THE STANDARD MARKET VALUE FACTOR AS 29 
FOLLOWS: 30 

1.  USING INFORMATION OBTAINED FROM DATA AVAILABLE IN THE MOST RECENT 31 
PUBLIC RECORD REPORTS PRODUCED ANNUALLY BY THE FEDERAL ENERGY REGULATORY 32 
COMMISSION FOR EACH INVESTOR-OWNED ELECTRIC UTILITY OPERATING IN THIS STATE, 33 
CALCULATE THE FOLLOWING STANDARD FACTORS FOR EACH INVESTOR-OWNED ELECTRIC 34 
UTILITY: 35 

(a)  MEGA-WATT HOURS SOLD TO ULTIMATE CUSTOMERS PER ULTIMATE CUSTOMER. 36 
(b)  MEGA-WATT HOURS SOLD TO ULTIMATE CUSTOMERS PER NET DOLLAR INVESTED 37 

IN DISTRIBUTION PLANT. 38 
(c)  MEGA-WATT HOURS SOLD TO ULTIMATE CUSTOMERS PER DOLLAR OF OPERATING 39 

AND MAINTENANCE EXPENSE. 40 
(d)  MEGA-WATT HOURS SOLD TO ULTIMATE CUSTOMERS PER DOLLAR OF 41 

DISTRIBUTION OPERATING AND MAINTENANCE EXPENSE. 42 
(e)  NUMBER OF ULTIMATE CUSTOMERS PER NET DOLLAR INVESTED IN 43 

DISTRIBUTION PLANT. 44 
(f)  NUMBER OF ULTIMATE CUSTOMERS PER MILE OF DISTRIBUTION LINE. 45 
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2.  DETERMINE THE AVERAGE OF EACH OF THE SIX STANDARD FACTORS 1 
PRESCRIBED IN PARAGRAPH 1 OF THIS SUBSECTION FOR THE INVESTOR-OWNED ELECTRIC 2 
UTILITIES OPERATING IN THIS STATE BY ADDING THE VALUES FOR EACH OF THE 3 
STANDARD FACTORS FOR EACH OF THE INVESTOR-OWNED ELECTRIC UTILITIES AND 4 
DIVIDING EACH OF THE SIX SUMS BY THE NUMBER OF THE INVESTOR-OWNED ELECTRIC 5 
UTILITIES OPERATING IN THIS STATE. 6 

3.  USING INFORMATION OBTAINED FROM THE REPORT FILED WITH THE 7 
DEPARTMENT PURSUANT TO SECTION 42-14553, CALCULATE THE STANDARD FACTORS 8 
PRESCRIBED IN PARAGRAPH 1 OF THIS SUBSECTION FOR THE DISTRIBUTION 9 
COOPERATIVE. 10 

4.  DIVIDE EACH OF THE SIX STANDARD FACTORS FOR THE DISTRIBUTION 11 
COOPERATIVE BY THE CORRESPONDING AVERAGE STANDARD FACTORS FOR THE 12 
INVESTOR-OWNED ELECTRIC UTILITIES. 13 

5.  DIVIDE THE SUM OF THE SIX RATIOS DETERMINED PURSUANT TO PARAGRAPH 4 14 
OF THIS SUBSECTION BY SIX.  THIS QUOTIENT IS THE STANDARD MARKET VALUE 15 
FACTOR. 16 

C.  THE DEPARTMENT SHALL NOT VALUE CONTRIBUTIONS IN AID OF 17 
CONSTRUCTION. 18 

D.  THE VALUE OF MATERIALS AND SUPPLIES IS THE TOTAL COST OF MATERIALS 19 
AND SUPPLIES AS OF DECEMBER 31 OF THE PRECEDING CALENDAR YEAR. 20 

E.  THE TERMS USED IN THIS SECTION SHALL BE INTERPRETED AND APPLIED 21 
ACCORDING TO THE FEDERAL ENERGY REGULATORY COMMISSION UNIFORM SYSTEM OF 22 
ACCOUNTS FOR ELECTRIC UTILITIES IN EFFECT ON JANUARY 1, 1989.  23 
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