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ARTICLE 16. RETAIL ELECTRIC COMPETITION
R14-2-1601. Definitions
In this Article, unless the context otherwise requires:
1. "Affected Utilities' means the following public service corporations providing dectric service:
Tucson Electric Power Company, Arizona Public Service Company, Citizens Utilities Company,
Arizona Electric Power Cooperative, Trico Electric Cooperative, Duncan Valley Electric Cooperative,
Graham County Electric Cooperative, Mohave Electric Cooperative, Sulphur Springs Valley Electric
Cooperative, Navopache Electric Cooperative, Ajo Improvement Company, and Morenci Water and
Electric Company.
In the event that modifications are made to existing law that would alow the application of this Articleto
the Sdlt River Project Agriculturd Improvement and Power District ("SRP"), then Affected Utilities shall
asoinclude SRP.
2."Bundled Service' means eectric service provided as a package to the consumer including all
generdion, transmission, digtribution, ancillary and other services necessary to ddliver and measure
useful eectric energy and power to consumers.
3. "Buy-through' refers to a purchase of dectricity by an Affected Utility at wholesde for a particular
retail consumer or aggregate of consumers or a the direction of a particular retail consumer or
aggregate of consumers.
4. "Didribution Service' meansthe delivery of eectricity to aretall consumer through wires,
transformers, and other devices that are not classified as transmission services subject to the jurisdiction
of the Federal Energy Regulatory Commission; Didtribution Service excludes meters and meter reading.
5. "Electric Service Provider" means a company supplying, marketing, or brokering & retail any of the
services described in R14-2-1605 or R14-2-1606.
6. "Eligible Demand”" means the total consumer kilowatts of demand which an Affected Utility must
make available to competitive generation under the terms of this Article or the consumer kilowatts of
demand provided competitively in an Affected Utility's digtribution territory r.
7. " Standard Offer" means Bundled Service offered to dl consumersin a designated area at regulated
rates.
8. "Stranded Cogt" means the verifiable net difference between:
a The vaue of dl the prudent jurisdictiona assets and obligations necessary to furnish dectricity (such
as generatina plants, purchased power contracts, fuel contracts, and regul atory assets), acauired or



entered into prior to the adoption of this Article, under traditiond regulation of Affected Utilities, and

b. The market vaue of those assats and obligations directly attributable to the introduction of
competition under this Article.

9. "Sygem Bendfits' means Commisson-approved utility low income, demand sde management,
environmenta, renewables, and nuclear power plant decommissioning programs.

10. "Unbundled Service' means electric service dements provided and priced separatdy, including, but
not limited to, such service dements as generation, transmission, ditribution, and ancillary services.
Unbundled Service may be sold to consumers or to other Electric Service Providers.

R14-2-1602. Filing of Tariffs by Affected Utilities

Each Affected Utility shdll file tariffs consstent with this Article by December 31, 1997.

R14-2-1603. Certificates of Convenience and Necessity

A. Any Electric Service Provider intending to supply services described in R14-2-1605 or
R-14-2-1606, other than services subject to federd jurisdiction, shdl obtain a Certificate of
Convenience and Necessty from the Commission pursuant to this Article; however, a Certificate is not
required to offer information services or billing and collection services. An Affected Utility does not
need to apply for a Certificate of Convenience and Necessity for any service provided as of the date of
adoption of this Article within its distribution service territory.

B. Any company desiring such a Certificate of Convenience and Necessity shdll file with the Docket
Control Center the required number of copies of an application. Such Certificates shal be restricted to
geographical areas served by the Affected Utilities as of the date this Article is adopted and to service
aress added under the provisions of R14-2-1611(B). In support of the request for a Certificate of
Convenience and Necessity, the following information must be provided:

1. A description of the dectric services which the gpplicant intends to offer;

2. The proper name and correct address of the applicant, and

a Thefull name of the owner if asole proprietorship,

b. The full name of each partner if a partnership,

c. A full ligt of officers and directors if a corporation, or

d. A full ligt of the membersif alimited liability corporation;

3. A taiff for each service to be provided that states the maximum rate and terms and conditions that
will gpply to the provision of the service;

4. A description of the gpplicant's technical ability to obtain and deliver ectricity and provide any other
proposed services,

5. Documentation of the financia capability of the applicant to provide the proposed services, including
the most recent income statement and balance shest, the most recent projected income statement, and
other pertinent financid information. Audited i if available;

6. A description of the form of ownership (e.g., partnership, corporation);

7. Such other information as the Commission or the Staff may request.

C. At thetime of filing for a Certificate of Convenience and Necessity, each gpplicant shall natify the
Affected Utilitiesin whose service territories it wishes to offer service of the gpplication by serving a
complete copy of the gpplication on the Affected Utilities.

D. The Commisson may deny certification to any gpplicant who:

1. Does not provide the information required by this Article;

2. Does not possess adequate technica or financia capabilities to provide the proposed services,

3. Failsto provide a performance bond, if required.

E. Every Electric Service Provider obtaining a Certificate of Convenience and Necessty under this
Article shdl obtain certification subject to the following conditions:

1. The Electric Service Provider shal comply with al Commission rules, orders, and other requirements
relevant to the provison of eectric service and reevant to resource planning;

2. The Electric Service Provider shal maintain accounts and records as required by the Commission;
3. The Electric Service Provider shdl file with the Director of the Utilities Divison dl financid and other
reports that the Commission may require and in aform and at such times as the Commission may
designate;

4. The Electric Service Provider shdl maintain on file with the Commission al current tariffsand any
service standards that the Commission shal require;

5. The Electric Service Provider shdl cooperate with any Commission investigation of customer
complants,



6. The Electric Service Provider shdl obtain al necessary permits and licenses,

7. Fallure to comply with any of the above conditions may result in recison of the Electric Service
Provider's Certificate of Convenience and Necessity.

F. In gppropriate circumstances, the Commisson may require, as a precondition to certification, the
procurement of a performance 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.
R14-2-1604. Competitive Phases

A. Each Affected Utility shdl make available at least 20% of its 1995 system retail peak demand for
competitive generation supply to al customer classes (including resdential and small commercia
consumers) not later than January 1, 1999. If data permit, coincident annual peak demand shall be used;
otherwise noncoincident peak data may be used.

1. No more than one hdf of the Eligible Demand may be procured by consumers, each of whose tota
competitive contract demand is grester than 3 MW.

2. At least 15% of the Eligible Demand shall be reserved for residentia consumers.

3. Aggregation of loads of multiple consumers shal be permitted.

B. Each Affected Utility shdl make available at least 50% of its 1995 system retail peak demand for
competitive generation supply to al customer dasses (induding residentid and smal commerciad
consumers) not later than January 1, 2001. If data permit, coincident pesk annual demand shall be used;
otherwise noncoincident peak data may be used.

1. No more than one hdf of the Eligible Demand may be procured by consumers, each of whose total
competitive contract demand is grester than 3 MW.

2. At least 30% of the Eligible Demand shal be reserved for resdential consumers.

3. Aggregation of loads of multiple consumers shal be permitted.

C. Prior to 2001, no single consumer shdl receive more than 20% of the Eligible Demand in agiven
year in an Affected Utility's service territory.

D. Each Affected Utility shal make available dl of itsretall demand for competitive generation supply
not later than January 1, 2003.

E. By the date indicated in R14-2-1602, Affected Utilities shdl propose for Commission review and
approva how customers will be selected for participation in the competitive market prior to 2003.

1. Possible sdlection methods are fird-come, first-served; random selection via alottery among
volunteering consumers; or designation of geographic aress.

2. The method for sdecting customers to participate in the competitive market must fairly alow
participation by awide variety of customers of al sizes of loads,

3. All customers who produce or purchase at least 10% of their annual eectricity consumption from
photovoltaic or solar thermd resources ingtdled in Arizona after January 1, 1997 shal be sdlected for
participation in the competitive market if those customers apply for participation in the competitive
market. Such participants count toward the minimum requirements in R14-2-1604(A) and
R14-2-1604(B).

4. The Commisson Staff shall commence a series of workshops on selection issues within 45 days of
the adoption of this Article and Staff shall submit areport to the Commission discussng the activities
and recommendations of participants in the workshops. The report shal be due not later than 90 days
prior to the date indicated in R14-2-1602.

F. Retall consumers served under existing contracts are digible to participate in the competitive market
prior to expiration of the existing contract only if the Affected Utility and the consumer agree that the
retall consumer may participate in the competitive market.

G. An Affected Utility may engage in Buy-throughs with individua or



