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Background Information
• Article 15 of the Arizona Constitution establishes the Arizona Corporation Commission

(“ACC”).

• The Arizona Corporation Commission (“ACC”) has jurisdiction over the quality of service and
rates charged by public service utilities.

• By state law, the ACC regulates public service corporations.  The ACC also oversees the sale 
of securities, pipeline and railroad safety, and the articles of incorporation for Arizona 
businesses. 

• The ACC does not regulate Salt River Project (“SRP”) and towns/municipalities.

• All rate/program changes require approval by a majority of the five elected Commissioners.

• Five Commissioners are elected Statewide for 4 year terms.
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Background Information (cont.)
• The ACC has seven Divisions:

• Corporations

• Hearing

• Information Technology (IT)

• Utilities

• Safety (Pipeline & Railroad)

• Securities

• Utilities
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Utilities Division Mission
The Mission of the Utilities Division is to thoroughly research and
make sound regulatory policy and rate recommendations to the
Commissioners, which are a balanced analysis of the benefits and
impacts on all stakeholders and are consistent with the public
interest.
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Utilities Division Goal

The Utilities Division makes specific recommendations to the
Commissioners to assist them in reaching decisions regarding public
utility rates, utility financing and quality of service.
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Utilities Division Role and Responsibilities

The ACC, Utilities Division has jurisdiction over the quality of service and rates charged by public service utilities.      
By state law, the ACC Utilities Division regulates public service corporations. 

The Utilities Division is responsible for:

• Thoroughly researching and developing utility issues such as outages and consumer complaints;

• Providing information and evidence in Commission proceedings dealing with utility applications;  

• Monitoring the quality of utility service and the implementation of tariffs approved by the Commissioners; 

• Monitoring compliance with the Commissions Rules in the Arizona Administrative Code (“AAC”); and

• Recommending revisions to the AAC as necessary.

The Utilities Division’s role is to balance the interest of all parties to a proceeding considering the need for
affordable, safe and reliable utility service while providing utilities with the opportunity to earn reasonable rate 
of return. 
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Utilities We Regulate
• Water companies 248

• Wastewater companies 27                  

• Telephone companies Over 260                                                          
(14 ILECs, 80 CLECs, 30 COPTs, 13 AOSs, 30 IXCs & 100s of resellers)

• Electric companies 15

• Gas companies 5

• Irrigation 1
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Arizona’s Renewable Energy Rules

• Definition of Renewable Energy Resource:  An energy resource that is replaced rapidly by a natural, 
ongoing process and that is not nuclear or fossil fuel.

• Eligible Renewable Energy Resources:  Biogas, Biomass, Distributed Renewal Energy Resources, 
Hydropower, Fuel Cells, Geothermal, Wind, Solar Photovoltaic, Landfill Gas, and Solar Thermal.

• Current Renewable Energy Standard and Tariff Rules can be found in R14-2-1801 through R14-2-1816.

• The REST Rules went into effect in 2007. 

• The REST Rules were designed to incent the adoption of renewable energy for residential and 
commercial/industrial customers of the regulated electric utilities. 

• The REST Rules are applicable to the regulated electric utilities excluding those distribution utilities 
with more than 50% of their customers in another state.

8



azcc.gov

Arizona’s Renewable Energy Rules
• 15% by 2025, and 30% of annual requirement must come from Distributed Generation (DG): ½ 

from residential and ½ from non-residential (4.5% total).
 12% annual requirement in 2022 and goes up 1% annually each year until 2025/

• 10% of the distributed requirement can come from wholesale resources.

• Qualifying generation: solar, wind, biogas, biomass, limited hydropower, fuel cells using renewable 
fuels, geothermal, landfill gas and DG.

• REST implementation plans are filed each year by July 1.

• For 2008, Arizona Public Service (APS) had a REST budget of $33 million, and APS’s budget for 
2022 is $100.5 million. 
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Arizona’s Renewable Energy Rules
• Utilities Incentive Program

 When the rules were first passed, the Commission authorized utilities to offer up-front 
incentives (rebates) and some performance-based incentives for distributed renewable 
resources.

 For 2008, APS’s up-front incentive was $3/watt for residential grid-tied solar, not to exceed 
50% of the system cost.  Production-based incentive was $0.202/kWh for non-residential grid-
tied solar for 10 years.

 As of 2022, only a few Coops continue to offer incentives.

 Despite the reduction of incentives from utilities, Arizona continues to have a significant 
number of solar installations.
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Arizona’s Renewable Energy Rules
• Renewable Energy Credit (“REC”)

 One REC is created for each kWh from a renewable energy resource.

 Utilities are required to obtain RECs from eligible renewable energy resources such as: solar, wind, 
biogas, biomass, limited hydropower, fuel cells using renewable fuels, geothermal, landfill gas and 
Distributed Renewable Energy Resources (“DG”).

 Utilities use RECs to meet their renewable energy requirements.

 When DG customers receive incentives from the utility, the customers sign agreements to give their 
RECs to the utility.

 When customers install DG but don’t receive incentives, the utility doesn’t get the RECs.
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Incentives for Renewable Energy in the U.S.
• Federal Investment Tax Credit for Residential Systems
26% for systems installed in 2020 and 2021
30% for systems installed between 2022-2032
26% for systems installed in 2033
22% for systems installed in 2034 and the tax credit expires in 2035

• Federal Investment Tax Credit for Commercial Systems
26% for systems commencing construction in 2020-2022
22% for systems commencing construction in 2023
10% for systems commencing construction in 2024 or after

• Residential Clean Energy Credit
30% deduction of the cost of the battery storage system from federal taxes

• Arizona Residential Solar Tax Credit
25% of the total system cost with a cap of $1,000
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Net Metering
• A billing mechanism
• Solar owner generates power for own consumption
• If the customer’s generation exceeds the electricity supplied by the utility in the billing period, the 

excess kWh are used to offset kWh supplied in following billing periods.  
• Once each year, the utility pays for any excess kWh at its avoided cost. 
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Net Metering – A Graphic Illustration

Source: http://floridasolarone.com/solar-home-net-metering/
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Resource Comparison Proxy (RCP)

• Two Components:
1) A rolling historical five-year weighted average cost of grid-scale solar PV facilities that 

the utility owns or has contractual rights through a Purchased Power Agreement (PPA)
2) Applicable avoided transmission capacity cost, avoided distribution capacity cost and line 

losses

• Currently at a level slightly lower than the retail rate

• Capped at 10% annual de-escalation for gradualism

• Each customer’s initial export rate will be applicable for 10 years from the time of their 
interconnection.

Export Rate: The rate compensated by a utility for the excess energy produced by a residential solar PV 
system distributed to the grid.
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Renewable Energy Today

• In 2021, 99% of Arizona’s total electricity net generation was provided from 6 sources:  natural 
gas (43%); nuclear power (28%); coal (13%); solar energy (9%); hydroelectric power (5%); and 
wind (1%).  Hydroelectric pumped storage, petroleum, and biomass supplied the rest.

• According to EIA data, in 2008, 98% of Arizona’s total electricity net generation was 
provided from 4 sources:  natural gas (35%); nuclear power (20%); coal (29%); and 
hydroelectric power (14%).  Hydroelectric pumped storage, other renewables, and petroleum 
supplied the rest.
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Renewable Energy Going Forward
• Utilities are making commitments to reduce dependence on coal making clean energy commitments going 

forward (i.e. APS commits to 100% carbon free by 2050 and 65% clean/45% of the resource portfolio from 
renewable energy by 2030)

• Utilities are adding more renewable energy to their portfolios through the use of PPAs.

• Utilities are adding storage contracts for use during peak times when solar is not producing.

• Costs of solar and storage is trending downward for retail customers.

• Utilities are looking into new programs that offer battery incentives and incorporate the benefits of residential 
batteries into the resource mix.

• Open generic docket exploring the benefits/costs of offering community solar programs. 

• Utilities are exploring the need for early closure of fossil-based generation plants and possible modular nuclear 
uses.
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Renewable Energy Tax Incentives
The ACC does not have jurisdiction over taxes.  However, we have compiled some information on 
renewable energy and taxes in Arizona.

Sales Tax/Transaction Privilege Tax 
• Arizona provides a sales tax exemption for the retail sale of solar energy devices and for the 

installation of solar energy devices by contractors.  Solar energy retailers must register with ADOR.

• There is also an exemption from state and municipal tax for machinery and equipment used directly 
for energy storage for later electrical use.

Property Tax
• There are tax exemptions for property owners who install renewable energy technologies, combined 

heat and power systems, and energy-efficient building components.  For property tax assessment 
purposes, these devices are considered to add no value to the property.
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Cont.-Renewable Energy Tax Incentives

Income Tax
• Arizona’s Solar Energy Credit is available to individual taxpayers who install a solar or wind energy 

device at the taxpayer’s Arizona residence.  The credit is allowed against the taxpayer’s personal 
income tax in the amount of 25% of the cost of a solar or wind energy device, with a $1,000 maximum 
allowable limit.
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Elijah Abinah
Utilities Division Director

(602) 542-6935 
eabinah@azcc.gov

@corpcommaz

@corpcommaz

Arizona Corporation Commission

THANK YOU

Ranelle Paladino
Utilities Division Assistant Director

(602) 364-0347 
rpaladino@azcc.gov
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