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INTRODUCTION 

This case concerns the simple statutory formula for valuing property used in 

transmitting and distributing electricity in Arizona.  Section 42-14154(B) and 

(G)(2) obligate the Department of Revenue (“Department”) to value plant in 

service1 at its original cost less related accumulated straight-line depreciation over 

the property’s useful life.  Straight-line depreciation is the gradual annual 

expensing of a property’s cost in equal increments over time until the end of the 

property’s life.2  If a $1,000,000 property has a ten-year estimated life, it will be 

depreciated (expensed) at $100,000 per year until the end of its life.  At the end of 

year six, the property will have $600,000 in accumulated depreciation.  Thus, in 

year seven, the property’s Arizona statutory full cash value would be $400,000—

the original $1,000,000 cost less the $600,000 in related accumulated depreciation.   

For the 2020 tax year, San Diego Gas and Electric Company (“San Diego”) 

reported to the Department depreciation that exceeded its Arizona plant cost, 

resulting in a claimed full cash value for plant in service of -$2,629,001.  That is 

                                           
1 “Plant” is all property that is used or useful for transmitting or distributing 
electric power.  A.R.S. § 42-14154(G)(8).   
2 The American Society of Appraisers defines straight-line depreciation as “[a]n 
accounting method that assumes that depreciation is dependent on the passage of 
time and that allocates an equal amount of depreciation to each period of time.”  
American Society of Appraisers, Valuing Machinery and Equipment: The 
Fundamentals of Appraising Machinery and Technical Assets, at 405-06 (2d ed. 
2005).   

https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Search)&userEnteredCitation=A.R.S.+s+42-14154
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impossible under any known depreciation regimen or authority.  San Diego’s 

reported accumulated depreciation exceeded the plant’s cost because in addition to 

the property’s actual accumulated straight-line depreciation, the company included 

$21,092,257.55 set aside in a separate reserve account to pay for the plant’s 

removal at the end of its economic life (“COR Reserve”).   

The Opinion essentially holds that COR Reserve monies are lawful 

accumulated straight-line depreciation of plant costs, even though they inarguably 

are not.  San Diego Gas & Elec. Co. v. Ariz. Dep’t of Revenue, 1 CA-TX 21-0008, 

2023 WL 6978591 (App. Oct. 24, 2023). 

This is a matter of statewide importance insofar as several (though a 

minority) of the approximately eighteen other transmission companies in Arizona 

likewise report COR Reserve monies as “accumulated depreciation” to the 

Department, to the ultimate detriment of other taxpayers in the many taxing 

jurisdictions in which transmission properties are located.  The Opinion implicates 

hundreds of millions of dollars of property values.  Review and reversal are 

warranted because it is simply wrong.  

ISSUE PRESENTED FOR REVIEW 

Are accrued COR Reserve monies lawful straight-line depreciation of plant 

costs under A.R.S. § 42-14154? 

https://1.next.westlaw.com/Document/I9efceae0728b11ee922bed6f7704f51c/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.UserEnteredCitation)&userEnteredCitation=2023+WL+6978591
https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.UserEnteredCitation)&userEnteredCitation=A.R.S.+s+42-14154
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MATERIAL FACTS 

San Diego owns transmission lines and related equipment in Arizona that 

run from the Palo Verde Nuclear Plant to the California border.  Transmission 

property owners must file annual reports with the Department to assist it with 

valuing their properties.  A.R.S. § 42-14152(A).  The Department valued two 

components of San Diego’s transmission properties under A.R.S. § 42-14154—

plant in service (“Plant”) and construction work in progress (“CWIP”).    

San Diego reported in its 2020 tax year annual report the following amounts 

concerning the Arizona portion in its “Balance Sheet Data”: 

Total Plant in Service (less land rights)      $48,817,396 
Plant in Service Accumulated Depreciation (less  
   amortization for land rights)               $51,446,185 
Plant in Service Land Rights                  $4,218,191 
Amortization for Land Rights                        $545,788 
Construction Work in Progress                   $7,296,049 
 

(IR 57, at 12, ¶ 6; emphases added.)  Based upon this report, the Department 

valued San Diego’s CWIP (“Arizona CWIP”) at fifty percent of the reported cost 

of $7,296,049, or $3,648,000 (rounded down), pursuant to A.R.S. § 42-14154(C). 

With respect to the company’s plant in service (“Arizona Plant”), the 

Department rejected the company’s claim that it had $51,446,185 in accumulated 

straight-line depreciation relating to its $48,817,396 in plant costs and that the 

resulting full cash value of its Arizona Plant was -$2,629,001.  It then presented 

https://1.next.westlaw.com/Document/NF7068641797311E89647C4AFD6CA2BB3/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.UserEnteredCitation)&userEnteredCitation=A.R.S.+s+42-14152
https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.UserEnteredCitation)&userEnteredCitation=A.R.S.+s+42-14154
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additional information to the Department, which the Department used in part to set 

the Arizona Plant’s final 2020 full cash value at $8,654,000.   

San Diego appealed the Department’s CWIP and Arizona Plant values to the 

tax court.  It alleged that the value of its Arizona Plant and Arizona CWIP 

(collectively, the “Arizona Property”) should be $1,019,474, determined as 

follows:   

Arizona Plant Cost $48,817,396 

(less) Accumulated Depreciation $51,446,185 
 -$ 2,628,789 
 

(plus) CWIP Value $  3,648,024 
 
(equals) Arizona Property’s 2020 full cash value $  1,019,474 
 

(IR 8 [Affidavit, Ex. A].) 
 
During discovery, the Department learned that in reaching its claimed 

$51,446,185 in accumulated depreciation, San Diego had included two types of 

“depreciation.”  The first was accumulated depreciation relating to the $48,817,396 

in reported plant cost (hereafter “Life Depreciation”).  (Appendix [“App.”] 1; IR 

57 at 24, ¶ 68.)  The amount of Life Depreciation was $30,899,927.19, which the 

Department considered lawful depreciation because it was accumulated 

depreciation relating to the Arizona Plant’s cost.   

The second type of “depreciation” in the amount of $21,092,257.55, 

denominated “COR (Cost of Removal) Reserve,” was not accumulated 
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depreciation of plant cost; rather, it was a reserve account of monies to be used to 

pay for removing the Arizona Plant at the end of its life.3  (App. 1; IR 57 at 24, 

¶ 69.)   

Had San Diego separately reported the Life Depreciation and COR Reserve 

numbers to the Department in its annual report, the Department would have 

removed the COR Reserve number of $21,092,257.55 from the company’s 

reported depreciation total and valued the Arizona Plant at $18,463,000 

(rounded)—original reported plant cost less Life Depreciation.4  (Id. at 19, ¶¶ 41-

42.)  The Department sought that value for the Arizona Plant at both the tax court 

and the court of appeals, in addition to the statutory CWIP value of $3,648,000.  

The sole alleged statutory basis for San Diego’s negative value is A.R.S. 

§ 42-14154(F), which provides that all terms and applications of terms are to “be 

interpreted according to the federal energy regulatory commission uniform system 

of accounts for electric and gas utilities in effect on January 1, 1989.”  That 

                                           
3 Reserves are monies that have been set aside for a particular purpose, such as 
the purchase of fixed assets, payment for repairs and maintenance, and so forth.  
See https://www.accountingtools.com/articles/what-is-reserve-accounting.html. 
4 San Diego has reported COR Reserve amounts to the Department for decades, but 
because the combined Life Depreciation and COR Reserve numbers had never 
exceeded the reported plant’s cost, the Department never identified the COR 
Reserve issue until the 2020 tax year.   

https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
https://www.accountingtools.com/articles/what-is-reserve-accounting.html


7 

uniform system of accounts allows for the recording of accumulated COR Reserve 

monies as “accumulated depreciation.”5   

The Opinion held that (1) the COR Reserve monies are lawful depreciation 

of San Diego’s Arizona Plant, (2) the Arizona Plant’s resulting 2020 statutory full 

cash value is -$2,628,789, though the 2020 full cash value would be set at $0 

because the court did not believe the Legislature intended to set values below $0, 

and (3) the excess -$2,628,789 in Arizona Plant depreciation could not be applied 

to lower the statutory CWIP value of $3,648,000.  (Op. ¶¶ 18-23.) 

The Opinion’s COR Reserve finding is contrary to the statute’s plain 

mandate that the plant’s original cost be reduced only by “related accumulated . . . 

[straight line] depreciation.”  COR Reserve monies are not accumulated straight-

line depreciation relating to plant costs.  Nothing in the 1989 FERC Uniform 

System of Accounts (“USofA”), the only “authority” that the Opinion cited to 

support its holding, says otherwise.   

The notion that San Diego’s plant in service as of January 1, 2019, had a 

statutory value of -$2,629,001—and will have a growing negative taxable value for 

the remainder of its useful life—is absurd on its face and violates every applicable 

provision of A.R.S. § 42-14154.  The “negative value” and $0 value rulings also 

                                           
5 The Federal Energy Regulatory Commission (“FERC”) allows but does not 
require utilities to incrementally collect future removal costs from their existing 
customers.   

https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
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violate the Arizona Constitution’s Exemptions Clause, which provides that all 

property in the state not exempt from taxation under the Federal and Arizona 

Constitutions is subject to taxation.  Ariz. Const. art. IX, § 2.  

REASONS TO GRANT REVIEW 

I. COR Reserve Monies Are Not Lawful Depreciation of Plant Costs 
Under A.R.S. § 42-14154. 

A. The Only Lawful Depreciation Is Accumulated Straight-Line 
Depreciation that Relates to the Plant’s Cost.  

Section 42-14154(B) prescribes the method for valuing electric transmission 

plant in service, with the starting point being its original cost.  “Original plant in 

service cost” is defined as the actual cost of acquiring or constructing property, 

including additions, retirements, adjustments, and transfers.  A.R.S. § 42-

14154(G)(7).   

In determining the plant’s full cash value, the Department must reduce the 

plant-in-service cost “by related accumulated . . . depreciation.”  A.R.S. § 42-

14154(B)(2)(a).  Consistent with the requirement that depreciation must be 

“related” to the plant’s costs, A.R.S. § 42-14154(G)(2) defines “depreciation” as 

“straight line depreciation over the useful life of the item of property.”  A.R.S. 

§ 42-14154(G)(2). 

https://www.azleg.gov/viewDocument/?docName=http://www.azleg.gov/const/9/2.htm
https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
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Straight-line depreciation is a simple concept, with a simple formula 

determining the annual depreciation amount:  cost ÷ economic life.6  This Court 

acknowledged this formula in Arizona Department of Revenue v. Trico Electric 

Cooperative, Inc., 151 Ariz. 544 (1986), wherein the Court explained the straight-

line depreciation regimen for two types of electric utility properties as follows: 

For example, if property purchased for $1,000,000 is 
depreciated over a 10-year life by an investor-owned 
utility and over a 33 1/3 year life by a cooperative utility, 
the full cash value after five years will be $500,000 [fifty 
percent in accumulated depreciation] on investor-owned 
property and $850,000 [fifteen percent in accumulated 
depreciation] on cooperative-owned property.     

Id. at 547.  Neither San Diego nor the Opinion dispute Petitioners’ explanation of 

how straight-line depreciation works.  San Diego’s sole affiant7 supporting its 

summary-judgment motion testified that no straight-line depreciation regimen 

would ever result in depreciation that exceeded an item’s cost.  (IR 57, ¶ 71.) 

The question under A.R.S. § 42-14154(B)(2)(a) is whether accumulated 

COR Reserve monies, recorded in an accumulated depreciation account per FERC 

guidelines, is related accumulated straight-line depreciation of plant cost.  To ask 

the question is to answer it.  Accumulated COR Reserve monies are not 

                                           
6 https://www.investopedia.com/terms/s/straightlinebasis.asp.   
7 James Asay, Director of Corporate Tax at Sempra Energy, San Diego’s parent 
company. 

https://1.next.westlaw.com/Document/Ie4ad221cf52f11d9b386b232635db992/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.UserEnteredCitation)&userEnteredCitation=151+Ariz.+544
https://1.next.westlaw.com/Document/Ie4ad221cf52f11d9b386b232635db992/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.UserEnteredCitation)&userEnteredCitation=151+Ariz.+547#co_pp_sp_156_547
https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
https://www.investopedia.com/terms/s/straightlinebasis.asp
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accumulated straight-line depreciation of plant costs, and COR Reserve monies are 

therefore not lawful depreciation under A.R.S. § 42-14154. 

B. The FERC Uniform System of Accounts Does Not Provide that 
COR Reserve Monies Are Accumulated Depreciation of Plant 
Costs. 

The effects of San Diego’s claim and the Opinion’s holding are best 

demonstrated hypothetically.  Assuming a plant’s original cost is $50 million and 

the future removal costs for that plant are $30 million, the total possible 

accumulated “depreciation” related to those two costs under the Opinion would be 

$80 million.  When a company reports only the $50 million plant cost to the 

Department but then reports accumulated depreciation relating to the $80 million 

in plant and future removal costs, the accumulated depreciation will at some point 

equal and then begin to exceed the $50 million plant cost.  For a hypothetical plant 

with a ten-year life and with ten years of COR reserve accumulation, the Opinion’s 

consequences are as follows: 

                                      Plant Costs             Future Removal Costs 
                                     $50,000,000                   $30,000,000         

                                          LIFE                              COR 
          YEAR     DEPRECIATION RESERVES 
 
      1                   $5,000,000 $3,000,000 

 2 $10,000,000 $6,000,000 
 3 $15,000,000 $9,000,000 
 4 $20,000,000  $12,000,000 
 5 $25,000,000 $15,000,000 
 6 $30,000,000 $18,000,000 

https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.UserEnteredCitation)&userEnteredCitation=A.R.S.+s+42-14154
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 7 $35,000,000 $21,000,000 
 8 $40,000,000 $24,000,000 
 9 $45,000,000 $27,000,000 
 10 $50,000,000 $30,000,000 
 

In year 7 (as with this case’s 2020 tax year), accumulated Life Depreciation 

and accumulated COR Reserve monies begin to exceed plant cost.  In year 9, per 

the Opinion, the statutory formula yields a full cash value of -$22,000,000 

($50,000,000 in plant cost less $72,000,000 in combined Life and COR 

Depreciation). 

The sole purported statutory basis for this is A.R.S. § 42-14154(F), which 

provides that all terms and applications of terms are to “be interpreted according to 

the federal energy regulatory commission uniform system of accounts for electric 

and gas utilities in effect on January 1, 1989.”  (Op. ¶¶ 16-18.)  Three FERC 

provisions that the Opinion cited provide as follows:   

• FERC Account No. 101(a)(10) defines “cost of 
removal” as “the cost of demolishing, dismantling, 
tearing down or otherwise removing service 
property, including the cost of transportation and 
handling incidental thereto.”  (Op. ¶ 17.) 

 
• FERC Account No. 108, Accumulated Provision 

for Depreciation of Service Company Property, 
expressly includes the “cost of removal.”  (Id.) 

 
• FERC Order No. 631 provides: “removal costs  . . . 

are included as a component of the depreciation 
expense and recorded in accumulated 
depreciation.”  (Id.) 

 

https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
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From these, the Opinion concludes that because San Diego reports its accrued 

COR Reserve monies to FERC under “accumulated depreciation,” COR Reserve is 

lawful accumulated straight-line depreciation of plant costs under A.R.S. § 42-

14154(B)(2)(a).  (Op. ¶ 18.) 

The holding flips A.R.S. § 42-14154’s valuation method as well as the 

general statutory construction rules on their heads, giving all import to the general 

phrase “accumulated provision for depreciation” in A.R.S. § 42-14154(B)(2)(a), 

but none to the Legislature’s definition of “depreciation” as related accumulated 

straight line depreciation over the property’s useful life.  City of Phoenix v. 

Superior Ct., 139 Ariz. 175, 178 (1984) (stating that special or specific statutory 

provisions will usually control over general ones).   

As Petitioners’ Reply Brief discussed (at 42-49), the USofA simply sets 

forth an accounting, reporting, and recordkeeping regimen for utilities to follow.8  

FERC allows utilities to build up a reserve account to fund future plant removal 

and to account for those monies under “accumulated depreciation,” but that has no 

relevance to Arizona’s statutory valuation formula for transmission property—cost 

less the accumulated straight-line depreciation that relates to that cost.  

Accumulated COR Reserve monies are no more “related accumulated straight-line 

                                           
8 Applicable portions of the 1989 FERC USofA are attached as App. 2. 

https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
https://1.next.westlaw.com/Document/I0631d8ddf46311d983e7e9deff98dc6f/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.UserEnteredCitation)&userEnteredCitation=139+Ariz.+178#co_pp_sp_156_178
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depreciation” of Arizona Plant costs than the accumulated Life Depreciation 

relating to San Diego’s transmission plant in California, which is in the billions.9   

In that regard, the Opinion fails to identify any FERC provision bearing on 

the Legislature’s use of the phrase “related accumulated provision for 

depreciation” in A.R.S. § 14154(B)(2)(a) (emphasis added), and that is because 

none exists.  The USofA is thus irrelevant to the issue before the Court.  See 

generally, SFPP, L.P. v. Ariz. Dep’t of Revenue, 210 Ariz. 151, 155 n.4, ¶ 18 (App. 

2005) (“We do not interpret the legislature’s guidance in A.R.S. § 42-14204(G) as 

requiring that we base our final conclusion on the FERC USOA definitions if those 

definitions do not, as here, provide a definitive resolution.”) 

Not even Life Depreciation would be lawful (related) depreciation if San 

Diego did not report the applicable plant cost to the Department.  If San Diego 

reported $50,000,000 in Arizona plant costs and $40,000,000 in accumulated Life 

Depreciation to FERC, but reported only $25,000,000 in plant costs to the 

Department for valuation purposes, it could not claim and receive $40,000,000 in 

accumulated depreciation under A.R.S. § 42-14154.  The only lawful Life 

                                           
9 San Diego’s Comparative Balance Sheet for its entire system for the end of 2018, 
as set forth in its annual Form 1 filed with FERC, reports $20,491,384,467 in 
“Utility Plant” costs and $6,787,171,251 in “Accumulated Provision for Depr., 
Amort. Depl.”  (IR 60 [Ex. 5, at 110].)  Per the Opinion, San Diego should 
presumably be entitled to $6.787 billion in accumulated depreciation because it 
reported $6.787 billion in “accumulated depreciation” on its FERC Form 1. 

https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
https://1.next.westlaw.com/Document/I5886ae09f78611d9bf60c1d57ebc853e/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.UserEnteredCitation)&userEnteredCitation=210+Ariz.+155#co_pp_sp_156_155
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Depreciation under A.R.S. § 42-14154 would be that that relates to the 

$25,000,000 in plant cost reported to the Department.  

San Diego’s sole witness supporting its claim, Mr. Asay, underscored this 

simple and obvious principle when he testified as follows: 

Q:What import, if any, do you give to the word “related” 
[in the ‘applicable valuation statute in Arizona’]”? 

A:The statute says the department shall determine the 
original plant in service cost.  The original plant in 
service cost shall be reduced by the related accumulated 
provision [f]or depreciation. 

So in that context, I would say the word “related” refers 
back to the original plant in service cost that is 
determined by the Department. 

. . . . 

So you’re matching apples with apples.  You have a plant 
in service cost, and there is a [sic] accumulated 
provision for depreciation that is specifically tied to that 
original plant in service cost.  So that’s what related 
means in this context, I believe. 

(IR 60 [Ex. F, at 18:5-23]; emphasis added.)  The explanation could not be any 

clearer.  COR Reserve monies are not accumulated straight-line depreciation of 

plant cost and are therefore not lawful depreciation.10 

                                           
10 If A.R.S. § 42-14154 required the Department to value future removal costs and 
if San Diego reported those costs, COR Reserve monies relating to those costs 
would be lawful accumulated depreciation of those costs. 
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C. Section 42-14154(B)(2)(b) Supports Petitioners. 

The Opinion’s $0 Arizona Plant value is not only contrary to A.R.S. § 42-

14154(B)(2)(a)’s valuation formula, it is also contrary to subsection (B)(2)(b).  

That subsection specifies one instance in which the full cash value of plant in 

service can go to $0.  Specifically, A.R.S. § 42-14154(B)(2)(a)-(b) provide that the 

Department shall value transmission property by first determining the “original 

plant in service cost” and then reducing that amount by the following: 

(a) The related accumulated provision for depreciation. 
 
(b) The reduction in value caused by a state or federal 
governmental order prohibiting total or partial physical 
use of electric transmission . . . property for periods of 
more than six months.  Any reductions in value caused by 
a total or partial prohibition of the physical use of the 
property shall not exceed the cost of the restricted 
property less accumulated depreciation. 

(Emphasis added.) 

The Legislature prescribed a simple valuation formula for plant in service 

that starts with its initial cost and then incrementally lowers that cost on a straight-

line basis.  The only event that can interrupt that valuation regimen—and the only 

event that can lead to a $0 value before the end of the plant’s “useful life”—is a 

federal or state order that totally or partially prohibits using the property for more 

than six months.  A.R.S. § 42-14154(B)(2)(b).  If $50,000,000 in plant cost has 

been depreciated by eighty percent ($40 million) under the straight-line method, a 

https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
https://1.next.westlaw.com/Document/NBD4BD3F0F28D11E2A5318ECAAB48EE91/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Default)&userEnteredCitation=A.R.S.+s+42-14154
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governmental shut-down order can reduce the plant’s value by no more than $10 

million.11  Section 42-14154(B)(2)(b) thus further establishes that the Legislature 

adopted the straight-line depreciation regimen that Petitioners articulated and that 

Trico, 151 Ariz. at 547, described, and not the “negative value” scenario that the 

Opinion created.     

D. The Opinion Is Materially Inconsistent. 

The Opinion states that a court’s job is to determine legislative intent.  (Op. 

¶ 12.)  It then holds that the Legislature intended to include accumulated COR 

Reserve monies as statutory depreciation of plant cost, causing the statutory full 

cash value of a transmission plant to go increasingly negative over the final years 

of its life.  (Id. ¶¶ 16-18.)  In its next breath, the Opinion states that the court is 

“not persuaded that the legislature intended to permit a negative full cash value 

valuation for a plant in service.”  (Id. ¶ 21.) 

An opinion this schizophrenic cannot possibly be correct.  The Legislature 

either intended negative values or it did not.  The Legislature did not legislate $0 or 

negative values for much of the plant in service life, and it constitutionally could 

not do so. 

                                           
11 Congress or the Legislature may someday allow someone to buy a $2,000,000 
piece of equipment or a $2,000,000 Bugatti Veyron and expense $3.4 million, but 
we are not there yet. 

https://1.next.westlaw.com/Document/Ie4ad221cf52f11d9b386b232635db992/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.UserEnteredCitation)&userEnteredCitation=151+Ariz.+547#co_pp_sp_156_547
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II. The Opinion’s $0 Value for Plant in Service Violates the Exemptions 
Clause.12 

Article IX, section 2 of Arizona’s Constitution provides that “[a]ll property 

in this state that is not exempt under the laws of the United States or under this 

section is subject to taxation as provided by law.”  A $0 value is therefore an 

unconstitutional exemption. 

Constitutional avoidance is a fundamental canon of statutory 

interpretation.  Under avoidance doctrine, “[n]o court ought, unless the terms of an 

act rendered it unavoidable, to give a construction to it which should involve a 

violation, however unintentional, of the constitution.”  Nat’l Fed’n of Indep. Bus. 

v. Sebelius, 567 U.S. 519, 562 (2012) (internal quotation marks 

omitted).  Therefore, “It is . . . incumbent upon [courts] to read the statute to 

eliminate those [constitutional] doubts so long as such a reading is not plainly 

contrary to the intent of [the enacting legislature].”  United States v. X-Citement 

Video, Inc., 513 U.S. 64, 78 (1994); accord Larsen v. Nissan Motor Corp. in 

U.S.A., 194 Ariz. 142, 147, ¶ 13 (App. 1998). 

The statutory valuation formula and the Exemptions Clause unequivocally 

establish that the Opinion’s $0 value conclusion is wrong. 

                                           
12 The Opinion deemed this argument waived.  (Op. ¶ 23.)  But courts are not 
limited to the parties’ arguments when considering statutory construction issues if 
that would cause an incorrect result.  Yarbrough v. Montoya-Paez, 214 Ariz. 1, 8 
n.3, ¶ 23 (App. 2006). 

https://www.azleg.gov/viewDocument/?docName=https://www.azleg.gov/const/9/2.htm
https://1.next.westlaw.com/Document/If0b291d0c12911e1b60ab297d3d07bc5/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.UserEnteredCitation)&userEnteredCitation=567+U.S.+562#co_pp_sp_780_562
https://1.next.westlaw.com/Document/Ic310fc4b9c4f11d9bdd1cfdd544ca3a4/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.UserEnteredCitation)&userEnteredCitation=513+U.S.+78#co_pp_sp_780_78
https://1.next.westlaw.com/Document/I382d50e5f56b11d9bf60c1d57ebc853e/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.UserEnteredCitation)&userEnteredCitation=194+Ariz.+147#co_pp_sp_156_147
https://1.next.westlaw.com/Document/I4d4882596e7811dbab489133ffb377e0/View/FullText.html?transitionType=UniqueDocItem&contextData=(sc.Search)&userEnteredCitation=214+Ariz.+8#co_pp_sp_156_8
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CONCLUSION 

Petitioners request that the Court grant review, set the 2020 full cash value 

of San Diego’s Arizona Plant at $18,463,000, and affirm the 2020 full cash value 

of the Arizona CWIP at $3,648,000. 

Respectfully submitted this 29th day of November, 2023. 

Kristin K. Mayes 
Attorney General 
 
 
/s/ Jerry A. Fries  
Jerry A. Fries 
Lisa Neuville 
Assistant Attorneys General 
Attorneys for Defendants/Appellants 
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