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M E M O R A N D U M 
 
 

 
MEETING DATE: November 7, 2017     AGENDA ITEM: E-1 
 
TO:  Members of the Governor’s Regulatory Review Council (Council) 
  
FROM:    Council Staff 
    
DATE:       October 24, 2017 
 
SUBJECT:  BOARD OF PHARMACY (R-17-0902) 
  Title 4, Chapter 23, Article 4, Professional Practices; Article 11, Pharmacy 

Technicians 
 
  Amend: R4-23-402; R4-23-1104 
  New Section: R4-23-1104.01 
_____________________________________________________________________________ 
 
SUMMARY OF THE RULEMAKING    
 
 The purpose of the Board of Pharmacy (Board) is “to promote the safe and professional 
practice of pharmacy in this state.” Laws 2014, Ch. 247, § 5. This rulemaking amends two rules 
and creates one new rule in A.A.C. Title 4, Chapter 23 related to pharmacy technicians and 
technology-assisted verification (TAV) of product. The rulemaking will enable a licensed 
pharmacy technician, who has completed training specified under the proposed Section 
1104.01(D) and who is working under the supervision of a pharmacist, to use technology to 
verify the accuracy of medications prepared for dispensing. Currently, product verification is 
required to be performed by a pharmacist, graduate, or pharmacy intern. The Board received 
approval for this rulemaking from the Governor’s Office on July 14, 2016. 
 
 Proposed Action 
  

• Section 402 – Pharmacist, Graduate Intern, and Pharmacy Intern: 
o Clarifying changes are made. 
o Subsection (A)(11) is rewritten to note that a final accuracy check of a completed 

prescription medication label includes, except as provided in subsection (A)(12): 
 Verification of medication,  
 Accuracy of patient’s name,  
 Consistency with prescription order, and  
 Drug utilization review. 
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o Subsection (A)(12) is added to note that, when a TAV program is used, 
verification of product is not required and a final accuracy check of a completed 
prescription medication label includes: 
 Accuracy of patient’s name,  
 Consistency with prescription order, and  
 Drug utilization review. 

• Section 1104 – Pharmacy Technicians and Pharmacy Technician Trainees: In addition to 
amendments necessitated with the establishment of Section 1104.01, clarifying changes 
are made. 

• Section 1104.01 – Technology-assisted Verification of Product:  
o Subsection (A) allows the permittee of a retail, institutional, or limited-service 

pharmacy to implement a TAV program that allows a licensed pharmacy 
technician, who is qualified under subsection (D), to perform final product 
verification. 

o Subsection (B) requires the permittee of a retail, institutional, or limited-service 
pharmacy to prepare a written program description before implementing a TAV 
program. 

o Subsection (C) provides requirements related to the written program description. 
o Subsection (D) sets forth minimum qualifications for a pharmacy technician to be 

able to perform the duties of a verification technician.  
o Subsection (E) requires a TAV pharmacy practice site to have a computer data 

storage and retrieval system that meets the Board’s standards set forth in Section 
408(B). 

o Subsection (F) provides that a verification technician may only verify a product 
with scanning technology that identifies product, or a robotically prepared unit-
dose product. 

o Subsection (G) provides that a verification technician may not verify a product 
that involves a combination of drugs resulting from compounding or mixing two 
or more ingredients or products, a product that involves or results from an 
alteration of a drug, or a Drug Enforcement Administration (DEA) schedule II 
controlled substance. 

o Subsection (H) requires a permittee implementing a TAV program to perform an 
unannounced evaluation of the competency of a verification technician at least 
twice a year and take steps to remediate any deficiencies identified including 
removing verification duties from the technician. 

o Subsection (I) requires a permittee implementing a TAV program to maintain 
certain categories of records. 

o Subsection (J) requires verification technicians to wear identification that includes 
the title “Verification Technician” while on duty. 

o Subsection (K) defines the term “verification technician” for purposes of this rule. 
 
1. Are the rules legal, consistent with legislative intent, and within the agency’s 

statutory authority? 
 
 Yes. As general authority for the rules, the Board cites to A.R.S. § 32-1904(A)(1), which 
requires the Board to “adopt rules that are necessary for the protection of the public and that 
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pertain to the practice of pharmacy, the manufacturing, wholesaling or supplying of drugs, 
devices, poisons or hazardous substances, the use of pharmacy technicians and support personnel 
and the lawful performance of its duties.” As specific authority for the rules, the Board cites to 
A.R.S. § 32-1961(A), under which a pharmacy technician may assist in the dispensing of drugs 
under the direct supervision of a licensed pharmacist pursuant to rules adopted by the Board. 
  
2. Do the rules establish a new fee or contain a fee increase? 
 
 No. The rules do not establish a new fee or contain a fee increase. 
 
3. Summary of the agency’s economic impact analysis: 
 
 The Board has put forth this rulemaking to enable licensed pharmacy technicians, who 
have completed the necessary training and work under supervision of a pharmacist, to verify the 
accuracy of medications prepared for dispensing. The Board expects there will be cost savings 
for pharmacy permittees who are able to have pharmacy technicians perform technology-assisted 
verification of products. There may be a voluntary cost for pharmacy permittees to obtain 
equipment necessary to perform technology-assisted verification.  
 
4. Has the agency analyzed the costs and benefits of the rulemaking and determined 

that the rules impose the least burden and costs to those who are regulated? 
 
 Based on the information provided, the Board indicates that the benefits from the 
proposed amendments outweigh the costs. The proposed rules will have minimal economic 
impact insofar as it permits pharmacy technicians who are already licensed to expand their 
existing role and perform product verification after having completed necessary training. 
 
5. What are the economic impacts on stakeholders? 
 
 There are currently 1,307 pharmacy permittees in Arizona. Of these, 952 are retail 
permittees, 125 are institutional permittees, and 58 are limited-service permittees. There are 
currently 11,260 licensed (certified) pharmacy technicians in Arizona. Implementing a 
technology-assisted verification program is voluntary on the part of a pharmacy permittee. The 
Board estimates 20 percent of pharmacy permittees will opt to implement the program. 
The Board incurred the minimal cost of completing this rulemaking and will incur the cost of 
implementing and enforcing it.  
 
 Pharmacy permittees are businesses directly affected by the rulemaking. If they 
voluntarily choose to implement a technology-assisted verification program there will be cost 
savings for pharmacy permittees able to have pharmacy technicians perform technology-assisted 
verification of product. There may be a voluntary cost for pharmacy permittees to obtain 
equipment necessary to perform technology-assisted verification. The cost to obtain equipment is 
estimated to cost up to $2,000. Some pharmacy permittees are small businesses. If they 
voluntarily choose to implement a technology-assisted verification program, there will be cost 
savings for pharmacy permittees able to have pharmacy technicians perform technology-assisted 
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verification of product. There may be a voluntary cost for pharmacy permittees to obtain 
equipment necessary to perform technology-assisted verification. 
 
6. Does the agency adequately address the comments on the proposed rules and any  

supplemental proposals? 
  
 The Board indicates that it received five public comments on the rulemaking.1 Council 
staff believes that the Board has adequately addressed these comments. 
 
 Three public comments were received in opposition to the rulemaking. Concerns raised 
by these commenters include the qualifications of pharmacy technicians to perform the duties 
proposed, potential risks for pharmacists and the public, and the availability of TAV programs to 
certain types of pharmacies. In response, the Board notes that the rulemaking does not require a 
pharmacy permittee to allow pharmacy technicians to perform technology-assisted verification of 
product, as this is a voluntary program. In addition, the Board notes that Section 402(A)(12) will 
require a pharmacist or graduate or pharmacy intern to perform a final accuracy check of the 
product label when the TAV process is used. 
 
 Two public comments were received in support of the rulemaking. One of these 
comments, from Banner Pharmacy Services (Banner), raised two issues. First, Banner requested 
that Section 1104.01(B)(2) should require a pharmacy permittee to ensure the process designed 
results in accuracy and safety, rather than requiring a permittee to ensure the accuracy and safety 
of products dispensed. The Board agreed with the request and changed the language accordingly. 
Second, Banner requested that Section 1104.01(F)(2), related to robotically prepared unit-dose 
products, include unit doses packaged by a repackaging facility or pharmacy department. The 
Board indicates that it cannot make such a change because only unit doses robotically prepared 
by the product manufacturer can be verified with technology assistance. 
 
7. Are the final rules a substantial change, considered as a whole, from the proposed 

rules and any supplemental proposals? 
  
 No. Only clarifying and technical changes have been made between the proposed rules 
and the final rules. 
 
8. Are the rules more stringent than corresponding federal law and, if so, is there 

statutory authority to exceed the requirements of federal law? 
 
 No. The Board indicates that the rules are not more stringent than federal law, as none of 
the federal laws relating to selling and dispensing of drugs is specifically applicable. 
   
9. Do the rules require a permit or license and, if so, does the agency comply with 

A.R.S. § 41-1037? 
 
 No. The rules require no permit or license. 
 
                                                           
1 Copies of each of these comments have been included as an attachment to the Notice of Final Rulemaking. 
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10. Does the preamble disclose a reference to any study relevant to the rules that the 
agency reviewed and either did or did not rely upon? 

 
 No. The Board indicates that it did not review or rely upon any study for the rulemaking. 
 
11. Conclusion 
 
 The Board accepts the usual 60-day delayed effective date for the rules. Council staff 
recommends that the rules be approved. 
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NOTICE OF FINAL RULEMAKING 

TITLE 4. PROFESSIONS AND OCCUPATIONS 

CHAPTER 23. BOARD OF PHARMACY 

PREAMBLE 

 

1. Articles, Parts, and Sections Affected   Rulemaking Action 

 R4-23-402       Amend 

 R4-23-1104       Amend 

 R4-23-1104.01       New Section 

2. Citations to the agency's statutory rulemaking authority to include both the authorizing statute 

(general) and the implementing statute (specific): 

 Authorizing statute: A.R.S. § 32-1904(A)(1) 

 Implementing statute: A.R.S. § 32-1961(A) 

3. The effective date for the rules: 

 As specified under A.R.S. § 41-1032(A), the rule will be effective 60 days after the rule package is 

filed with the Office of the Secretary of State. 

 a. If the agency selected a date earlier than the 60-day effective date as specified in A.R.S. § 

41-1032(A), include the earlier date and state the reason or reasons the agency selected the 

earlier effective date as provided in A.R.S. § 41-1032(A)(1) through (5): 

  Not applicable 

 b. If the agency selected a date later than the 60-day effective date as specified in A.R.S. § 41-

1032(A), include the later date and state the reason or reasons the agency selected the later 

effective date as provided in A.R.S. § 41-1032(B): 

  Not applicable 

4. Citation to all related notices published in the Register to include the Register as specified in R1-

1-409(A) that pertain to the record of the final rulemaking package: 

Notice of Rulemaking Docket Opening: 22 A.A.R. 3196, November 11, 2016 

 Notice of Proposed Rulemaking: 23 A.A.R. 1009, May 5, 2017 

5. The agency's contact person who can answer questions about the rulemaking: 

Name: Kamlesh Gandhi 

Address: 1616 W Adams Street, Suite 120 

  Phoenix, AZ 85007 

Telephone: (602) 771-2740 
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Fax: (602) 771-2749 

E-mail: kgandhi@azpharmacy.gov 

Web site: www.azpharmacy.gov 

6. An agency's justification and reason why a rule should be made, amended, repealed , or 

renumbered, to include an explanation about the rulemaking: 

This rulemaking will create efficiencies in a pharmacy by enabling a licensed pharmacy technician, 

who has completed the training specified under R4-23-1104.01(D) and works under the supervision 

of a pharmacist, to use technology to verify the accuracy of medications prepared for dispensing. 

Current law requires a pharmacist or graduate or pharmacy intern to perform product verification. The 

technology required to verify the accuracy of medications prepared for dispensing exists and is simple 

to use. It involves scanning a bar code and visually comparing the prepared medication with the result 

on a computer screen. Under R4-23-402(A)(12), even if technology is used by a licensed pharmacy 

technician to perform product verification, a pharmacist or graduate or pharmacy intern is required to 

perform a final accuracy check of a prescription label. 

 

 By enabling a licensed pharmacy technician to perform routine technology-assisted verification of 

product, this rulemaking will remove a regulatory burden and  will benefit patients by providing 

additional time in which the pharmacist is able to perform tasks such as patient counseling, providing 

immunizations, managing medication therapy, and providing other clinical services that require the 

pharmacist’s skills. 

 

An exemption from Executive Order 2016-03 was provided for this rulemaking by Christina Corieri, 

Policy Advisor for Health and Human Services in the Governor’s office, in an e-mail dated July 14, 

2016. 

7. A reference to any study relevant to the rule that the agency reviewed and either relied on or 

did not rely on in its evaluation of or justification for the rule, where the public may obtain or 

review each study, all data underlying each study, and any analysis of each study and other 

supporting material: 

 The Board did not review or rely on a study in its evaluation of or justification of any rule in this 

rulemaking. 

8. A showing of good cause why the rulemaking is necessary to promote a statewide interest if the 

rulemaking will diminish a previous grant of authority of a political subdivision of this state:  

 Not applicable 

9. A summary of the economic, small business, and consumer impact: 
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 The Board expects the economic impact will be positive for pharmacy permittees and pharmacy 

technicians. There will be cost savings for pharmacy permittees able to have pharmacy technicians 

perform technology-assisted verification of product. There may be a voluntary cost for pharmacy 

permittees to obtain equipment necessary to perform technology-assisted verification. Pharmacy 

technicians will benefit from the opportunity to expand their role. The rulemaking will have little or 

no economic impact on consumers. 

10. A description of any changes between the proposed rulemaking, including supplemental 

notices, and the final rulemaking: 

 R4-23-1104.01(B)(2) was changed as suggested by Banner Pharmacy Services and discussed in the 

next item. 

11. An agency's summary of the public or stakeholder comments made about the rulemaking and 

the agency response to comments: 

 Five comments were received.  Comments from Stephanie Bisesti, Pamella Martin, and Stephany 

Lam, all of whom are licensed pharmacists, opposed the rulemaking and opposed allowing pharmacy 

technicians to perform technology-assisted verification of product. They argued: 

• Only a pharmacist is qualified to perform the final verification of medication;  

• There is increased risk to pharmacists who are legally responsible for the final product even if a 

pharmacy technician performs a technology-assisted verification of product; 

• Licensed pharmacy technicians differ in knowledge, capability, judgment, and motivation so six 

months of experience and some training may be insufficient; 

• It is the public that will be harmed by errors in medications dispensed; and 

• The rule will benefit only pharmacies able to afford the necessary equipment.  

 

 The Board appreciates the commenters’ concerns and calls to their attention that the rule does not 

require a pharmacy permittee who shares their concerns to allow pharmacy technicians to perform 

technology-assisted verification of product. This is a voluntary program. Additionally, the Board calls 

their attention to R4-23-402(A)(12) which requires a pharmacist or graduate or pharmacy intern to 

perform a final accuracy check even if a technology-assisted verification of product has been 

performed. 

 

 Banner Pharmacy Services supported the rulemaking but made two comments: 

R4-23-1104-01(B)(1) (sic): It is not possible for a pharmacist in charge (sic) to ensure the accuracy 

and safety of products dispensed. Rather, the subsection should require the PIC ensure the process 

designed results in accuracy and safety. The Board concurred with this suggestion and amended R4-
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23-1104.01(B)(2) to reflect that a pharmacy permittee is required to ensure the process designed 

results in accuracy and safety. 

R4-23-1104.01(F)(2): Requested clarification that “robotically prepared …” includes unit doses 

packaged by a repackaging facility or pharmacy department. The Board cannot make the requested 

clarification because only unit doses robotically prepared by the product manufacturer can be verified 

with technology assistance. It is only the product manufacturer’s bar code that can be scanned using 

technology-assisted verification. A repackaging facility or pharmacy department places a bar code 

different from that of the manufacturer on a repackaged unit dose. 

 

 The Arizona Community Pharmacy Committee supported the rulemaking. 

 

 No one attended the oral proceeding on June 12, 2017. 

12. All agencies shall list any other matters prescribed by statute applicable to the specific agency 

or to any specific rule or class of rules. Additionally, an agency subject to Council review under 

A.R.S. §§ 41-1052 and 41-1055 shall respond to the following questions: 

 None 

 a. Whether the rule requires a permit, whether a general permit is used and if not, the reasons 

why a general permit is not used: 

  The rules in this rulemaking do not require a permit. 

 b. Whether a federal law is applicable to the subject of the rule, whether the rule is more 

stringent than federal law and if so, citation to the statutory authority to exceed the 

requirements of federal law: 

  There are federal laws relating to selling and dispensing of drugs. However, none is specifically 

applicable to this rulemaking. No rule in the rulemaking is more stringent than federal law. 

 c. Whether a person submitted an analysis to the agency that compares the rule's impact of 

the competitiveness of business in this state to the impact on business in other states: 

  No analysis was submitted. 

13. A list of any incorporated by reference material as specified in A.R.S. § 41-1028 and its 

location in the rule: 

 None 

14. Whether the rule was previously made, amended, or repealed as an emergency rule. If so, 

cite the notice published in the Register as specified in R1-1-409(A). Also, the agency shall 

state where the text was changed between the emergency and the final rulemaking 

packages: 
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 None of the rules was previously made, amended, or repealed as an emergency rule. 

15. The full text of the rules follows: 
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TITLE 4. PROFESSIONS AND OCCUPATIONS 

CHAPTER 23. BOARD OF PHARMACY 

ARTICLE 4. PROFESSIONAL PRACTICES 

Section 

R4-23-402.  Pharmacist, Graduate Intern, and Pharmacy Intern 

 

ARTICLE 11. PHARMACY TECHNICIANS 

Section 

R4-23-1104.  Pharmacy Technicians and Pharmacy Technician Trainees 

R4-23-1104.01. Technology-assisted Verification of Product 
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ARTICLE 4.  PROFESSIONAL PRACTICES 

R4-23-402.   Pharmacist, Graduate Intern, and Pharmacy Intern 

A. No change 

1. No change 

2. Obtain and record the name of an the individual who communicates an oral prescription order; 

3. No change 

a. No change 

b. No change 

4. No change 

5. No change  

a. A patients’ The patient’s allergies, 

b. Incompatibilities with medications a patient’s the patient currently taken medications takes, 

c. A The patient’s use of unusual quantities of dangerous drugs or narcotics, 

d. No change 

e. No change 

6. No change 

7. No change 

8. No change 

9. No change 

a. No change 

b. No change 

c. No change 

d. No change 

e. No change 

10. No change 

a. No change 

b. No change 

c. No change 

d. No change 

11. Make Except as provided in subsection (A)(12), make a final accuracy check on of  the 

completed prescription medication label including verification of medication, accuracy of 

patient’s name, consistency with prescription order, and drug utilization review and initial in 

handwriting or by another method approved by the Board or its designee the finished label. 
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Manual initialing of a finished label is not required if the pharmacy’s computer system complies 

with the computer documentation requirements of R4-23-408(B)(4); 

12. If a technology-assisted verification of product program is used, make a final accuracy check of 

the completed prescription label including accuracy of patient’s name, consistency with 

prescription order, and drug utilization review and initial in handwriting or by another method 

approved by the Board or its designee the finished label. If a technology-assisted verification of 

product program is used, verification of product is not required. 

12.13. No change 

13.14. No change 

a. No change 

b. No change 

c. No change 

14.15. No change 

a. Facsimile, Fax 

b. Computer modem E-mail, or 

c. No change 

15.16. No change 

16.17. No change 

17.18. No change 

B. No change 

1. No change 

2. No change 

3. No change 

C. No change 

1. No change 

2. No change 

3. No change 

4. No change 

D. When, in the professional judgement judgment of the pharmacist or graduate intern or pharmacy 

intern under the supervision of a pharmacist, or when circumstance precludes it, oral consultation 

may be omitted if the pharmacist, graduate intern, or pharmacy intern: 

1. No change 

2. No change 

3. No change 
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E. No change 

1. No change 

2. No change 

3. No change 

4. No change 

F. No change  

G. No change 

H. No change 

1. No change 

2. No change 

3. No change 

4. No change 

I. No change 

1. No change 

2. No change 

3. No change 

4. No change 

5. No change 

J. No change 

K. No change 

 L. No change 

 

ARTICLE 11. PHARMACY TECHNICIANS 

 
R4-23-1104. Pharmacy Technicians and Pharmacy Technician Trainees 

A. Permissible activities tasks of a pharmacy technician trainee. Acting in compliance with all applicable 

statutes and rules and under the supervision of a pharmacist, a pharmacy technician trainee licensed 

under R4-23-1103 may assist a graduate intern, pharmacy intern, or pharmacist with the following 

when applicable to the pharmacy practice site: 

1. Record on the original prescription order the prescription serial number of the prescription 

medication and date dispensed; 

2. No change 

3. No change 
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4. Type and affix a label for a prescription medication or enter Enter information for a new or refill 

prescription medication into a computer, as required under A.R.S. § 32-1964; 

5. Type and affix a label for the prescription medication. if a A pharmacist or graduate or pharmacy 

intern working under the supervision of a pharmacist verifies shall verify the accuracy of the label 

as described under R4-23-402(A)(11) and initials in handwriting or by another method approved 

by the Board or its designee the finished label prepared by the technician before the prescription 

medication is dispensed to the patient; 

5.6. No change 

6.7. No change 

7.8. No change 

8.9. No change 

B. Permissible activities tasks of a pharmacy technician. Acting in compliance with all applicable 

statutes and rules and under the supervision of a pharmacist, a pharmacy technician licensed under 

R4-23-1102 may: 

1.  Perform the activities tasks listed in subsection (A); and 

2.  After completing a pharmacy technician drug compounding training program developed by the 

pharmacy permittee or pharmacist-in-charge under R4-23-1105(C), assist a pharmacist, graduate 

intern, or pharmacy intern in compounding prescription medications and sterile or non-sterile 

pharmaceuticals in accordance with written policies and procedures, if the preparation, accuracy, 

and safety of the final product is verified by a pharmacist before dispensing.; 

3. Perform a final technology-assisted verification of product if the pharmacy technician is qualified 

under R 4-23-1104.01(D); and 

4. If technology-assisted verification is performed, type and affix a label for the prescription 

medication. A pharmacist or graduate or pharmacy intern shall verify the accuracy of the label as 

described under R4-23-402(A)(12). 

C. When performing  the activities listed in A trained and licensed pharmacy technician or pharmacy 

technician trainee who performs a task as authorized under subsections (A) and (B) for which the 

pharmacy technician or pharmacy technician trainee has been trained, the pharmacy technician or 

pharmacy technician trainee shall perform those functions shall ensure the task is performed 

accurately. 

D. Prohibited activities. A pharmacy technician or pharmacy technician trainee shall not perform a 

function professional practice reserved for a pharmacist, graduate intern, or pharmacy intern in 

accordance with R4-23-402 or R4-23-653. 

E. No change 
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F. Before employing a pharmacy technician or pharmacy technician trainee, a pharmacy permittee or 

pharmacist-in-charge shall develop, implement, review, and revise in the same manner described in 

R4-23-653(A) and comply with policies and procedures outlined in subsection (G) for pharmacy 

technician and pharmacy technician trainee activities as tasks specified in subsection (G). 

G. The A pharmacy permittee or pharmacist-in-change shall ensure policies and procedures shall 

required under subsection (F) include the following: 

1. No change 

a. No change 

b. No change 

c. The activities tasks a pharmacy technician or pharmacy technician trainee may perform as 

specified in R4-23-1104 under subsections (A) and (B); 

d. No change 

e. No change 

f. No change 

i. No change 

ii. No change 

g. No change 

h. No change 

i. No change 

2. No change 

a. No change 

i. Accepting a new written prescription order, 

ii. No change 

iii. No change 

iv. No change 

v. No change 

vi. Obtaining refill authorization; and 

b.  Computer data entry data-entry procedures for: 

i. No change 

ii. No change 

iii. No change 

iv. No change 

v. No change 

vi. No change 
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vii. No change 

viii. No change 

ix. No change 

3. No change 

a. No change 

b. No change 

c. No change 

d. No change 

 

R4-23-1104.01  Technology-assisted Verification of Product 

A. By complying with this Section, the permittee of a retail, institutional, or limited-service pharmacy 

may implement a technology-assisted verification of product program that allows a pharmacy 

technician licensed under R4-23-1102 and qualified under subsection (D) to perform final product 

verification. 

B. Written program description required. Before implementing a technology-assisted verification of 

product program the permittee of a retail, institutional, or limited-service pharmacy shall prepare a 

written program description that includes the following: 

 1. Responsibility of both the pharmacist in charge and permittee to ensure compliance with this 

Section; 

 2. Responsibility of the permittee to design, implement, and monitor a process that ensures the 

accuracy and safety of the product dispensed; 

 3. Duties of a verification technician; 

 4. The training necessary to qualify and remain qualified as a verification technician;  

 5. The monitoring and evaluation procedures to be used to ensure competency of the verification 

technician; and 

 6. Prohibition of a verification technician performing a final accuracy check of a completed 

prescription label. 

C. The permittee of a retail, institutional, or limited-service pharmacy implementing a technology-

assisted verification of product program shall: 

 1. Post the written program description required under subsection (B) in the pharmacy area; 

 2. Provide a copy of the written program description to the pharmacist in charge and verification 

technician;  
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 3. Obtain the signature of the pharmacist in charge and verification technician on a copy of the 

written program description and place the signed copy in the personnel file of the pharmacist in 

charge  and verification technician; 

 4. Ensure scanning technology used in the technology-assisted verification program captures both 

product and patient information; and 

 5. Update the written program description as needed and repeat subsections (C)(1) through (4) after 

each update. 

D. Verification technician training: The permittee of a retail, institutional, or limited-service pharmacy 

implementing a technology-assisted verification of product program shall ensure a pharmacy 

technician does not perform the duties of a verification technician unless the pharmacy technician has 

the following qualifications: 

 1. Is licensed under R4-23-1102; 

 2. Has at least 1,000 hours of pharmacy technician work experience in the same kind of pharmacy 

practice site in which the technology-assisted verification of product will be performed; 

 3. Completes a training program that includes at least the following: 

  a. Role of a verification technician in the dispensing process, 

  b. Legal requirements of a verification technician, 

  c. How to use the technology-assisted verification system, 

  d. Primary causes of medication errors, and 

  e. Identifying and resolving dispensing errors; and 

 4. Completes at least four hours of the continuing education required under R4-23-1106 on patient 

safety. 

E. The permittee of a retail, institutional, or limited-service pharmacy implementing a technology-

assisted verification of product program shall ensure the pharmacy practice site has a computer data 

storage and retrieval system that meets the standards in R4-23-408(B). 

F. The permittee of a retail, institutional, or limited-service pharmacy implementing a technology-

assisted verification of product program shall ensure a verification technician verifies only the 

following: 

 1. A product with scanning technology that identifies product, or 

 2. A robotically prepared unit-dose product. 

G.  The permittee of a retail, institutional, or limited-service pharmacy implementing a technology-

assisted verification of product program shall ensure a verification technician does not verify the 

following: 
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 1. A product that involves a combination of drugs resulting from compounding or mixing two or 

more ingredients or products, 

 2. A product that involves or results from an alteration of a drug, or 

 3. A DEA schedule II controlled substance. 

H. The permittee of a retail, institutional, or limited-service pharmacy implementing a technology-

assisted verification of product program shall perform an unannounced evaluation of the competency 

of a verification technician at least twice a year and take steps to remediate any deficiencies identified 

including removing verification duties from the technician. 

I. The permittee of a retail, institutional, or limited-service pharmacy implementing a technology-

assisted verification of product program shall maintain the following records: 

 1. Date the pharmacy technician was designated as a verification technician, 

 2. Date the pharmacy technician completed the training required under subsection (D)(3), 

 3. Dates and results of the evaluations conducted under subsection (H), and 

 4. Date and reason for any disciplinary action against the verification technician arising from 

performing the duties of a verification technician. 

J. A verification technician shall wear identification that includes the title “Verification Technician” 

while on duty. 

K. As used in this Section, the term “verification technician” means an individual who: 

 1. Is qualified under subsection (D), 

 2. Uses a combination of scanning technology and visual confirmation to verify a product prepared 

to be dispensed is the product prescribed and indicated on the prescription label, and 

 3. Performs verification of work performed by other pharmacy technicians before a pharmacist or 

graduate or pharmacy intern working under the supervision of a pharmacist performs the final 

accuracy check required under R4-23-402(A). 

 

 

 

 





 
 
Comments on Proposed Rulemaking 
Banner Pharmacy Services 
March 2, 2017 

Title 4. Professions and Occupations 
Chapter 23. Board of Pharmacy 

 

Banner Pharmacy Services is appreciative of the Board of Pharmacy’s efforts in this matter, and is 
supportive of the use of “Technology-assisted Verification”. 

If there are objections to this change in rules from retail pharmacies or others, we hope that the Board 
will still acknowledge the value this offers to institutional/hospital pharmacies without negatively 
impacting patient safety.  Our hope with this rule change is to allow pharmacy technicians using 
verification technology to restock automated dispensing cabinets – a safe and proven process that has 
been replicated across the country. 

Section:   R4-23-1104.01 B.1 states, “The Pharmacist in Charge shall ensure… the accuracy and the safety 
of the product dispensed.”   

Recommendation:  It is our professional opinion that the PIC cannot ensure the accuracy and safety of 
each product dispensed.  Rather, the PIC must ensure that the process designed results in accuracy and 
safety, and that staff are monitored to ensure that they are following the process in accordance to its 
design. 

Section:   R4-23-1104.01 F. states “…a verification technician verifies only the following: 1. A product 
with scanning technology that identifies the product and patient or 2. A robotically prepared unit dose 
product.”   

Recommendation:  We would like to ensure that “robotically prepared” includes unit dose products 
packaged by the drug manufacturer, a licensed repackaging facility or products unit dosed in the 
pharmacy department and have been checked by a pharmacist. 

 

Thank you for the opportunity to comment on this change.   



From: "stephanie.bisesti@gmail.com" <stephanie.bisesti@gmail.com> 
To: Kamlesh Gandhi <KGandhi@azpharmacy.gov> 
Cc:  
Bcc:  
Date: Mon, 22 May 2017 16:07:37 +0000 
Subject: Tech checking Tech - final verification 
Good Morning Kam, 
 
      I am writing to express my concerns for the ‘tech checking tech’ proposal for final 
verification.  From firsthand experience I have caught countless errors during the final verification 
process over my years of practice - both of my own and of other pharmacists’ that I have practiced 
with.  (As well as witnessed this between others that I work(ed) with)  I am ever so grateful for the help 
and education of my technicians and they have caught mistakes as well.  However, by the time the final 
verification process takes place the technician has already finished filling/compounding/mixing the 
order, to which they deemed appropriate within their scope of practice.  Any errors that could be 
caught in the final verification process may be missed by a second technician as they are checking 
strictly that the prepared product matches the ordered medication.  When a pharmacist is involved I 
believe there is more to it - verifying the appropriateness of care (dosage within normal limits/weight-
based dosing IBW vs ABW vs AdjBW/concentration of medication is correct/route of administration is 
correct… the list continues).  Much of this is beyond the six month (or more/less) training of a 
technician, which is expected, not a complaint.  Of course work experience plays a factor here and it is 
difficult to generalize to all abilities of technicians as well as pharmacists.  I do believe that having a 
second set of eyes or a second check of our own work (by a pharmacist with more extensive training) 
is imperative to upholding patient safety by reducing medication errors prior to reaching the patient. 
 
      The other qualm that I have with this process is that the responsibility of medication errors fall on 
the pharmacist.  Here lies the legal issue with tech checking tech.  Would you want to practice without 
seeing the final product going out the door from an order that you verified?  It is human nature to make 
mistakes, especially with so much reliability on technology this day and age.  If the pharmacist is 
eliminated from the final verification process we are only seeing the ‘digital’ version of an order.  Would 
we then be responsible for a final product that is compounded below standard or particulate matter in 
an intravenous medication?  I'm sure I speak for my colleagues as well when I say I would not like to 
find out in a court room. 
 
Thank you for taking time to consider my hesitations about the tech checking tech proposal. 
 
All the Best, 
Stephanie Bisesti, Pharm. D. 

 

From: Pamella Martin <PAMartin@nshinc.com> 
To: Kamlesh Gandhi <KGandhi@azpharmacy.gov> 
Cc:  
Bcc:  
Date: Sat, 3 Jun 2017 00:04:58 +0000 
Subject: NOTICE OF PROPOSED RULEMAKING - June 12 hearing 
Dr. Gandhi, 
  
I have reviewed the changes proposed with respect to using technology to assist in 
verification of medications and I cannot support them. 
  



I believe the rule, as written, is too broad in its language and does nothing to protect 
the health and safety of the citizens of Arizona.  The intent of the rule is clearly to 
create economic benefit for certain classes of pharmacies (since not all pharmacies will 
be able to afford the equipment necessary to implement this “technology”) by reducing 
their need for pharmacists.  Sadly, there is not even an effort made in the preamble to 
rationalize the proposed changes by showing how they may benefit our patients -- the 
best they can do is indicate that there will be little or no economic impact on 
consumers.  Actually, one would expect that by reducing the need for pharmacists, 
costs should go down and be passed along to patients.  However, that seems quite 
unlikely to happen.   
  
I realize that pharmacists want and need to move beyond the physical counting and 
handling of pills and on to applying their knowledge to improve patient 
care.  However, unless and until technicians (or robotics companies, or software 
engineers) become accountable for the accuracy of the contents of a vial they have 
certified and not the pharmacist on duty I don’t see any way to take the pharmacist 
out of the verification process, nor should we encourage that. 
  
I am not completely against the use of this type of technology in the hands of certain 
well-qualified technicians who have established a trusted working relationship with 
their supervising pharmacist.  However, writing a rule to specify which individuals 
have reached this level of competence is no simple task.  We all know that pharmacy 
technicians are not a homogenous group in terms of knowledge, capability, judgement, 
or motivation.  Frankly, proposing that any technician with 6 months’ experience and 
some training classes under their belt would be up to this task does not seem realistic 
to me.  Even an “unannounced evaluation” completed twice a year will likely only 
catch problems after they have already reached our patients.   
  
Because of the broad language in the rule, increased risk to supervising pharmacists, 
and failure to provide any evidence that such a change would improve the health or 
safety of our patients, I oppose this proposed change in the rules. 
  
Sincerely, 
  
Pam Martin, PharmD, RPh 
Director of Pharmacy 
Arizona Spine & Joint Hospital 
Mesa, Arizona 
  
Office: 480-824-1260 
Cell:     480-250-3030 
Fax:     480-824-1271 

 



From: Sierra Griffin [mailto:sierra.griffin@azgeneral.com]  
Sent: Monday, June 26, 2017 11:29 AM 
To: Kamlesh Gandhi 
Subject: tech-check-tech 
  
  
  
Dr Gandhi, 
  
Good morning. My name is Sierra Griffin and I have been practicing 
hospital pharmacy in Arizona for 10 years.   I would like to give some 
feedback about the proposal for tech-check-tech. This proposal is likely 
related to the movement for the professionalization of pharmacy 
technicians.  
  
I do not agree with the implementation of tech-check-tech for the 
following reasons: 
  

1.     I am against the movement for the professionalization of 
pharmacy technicians because they lack the proper training to be 
held accountable for patient’s drug therapy. 

a.     Most technicians do not have more than a high school 
diploma or equivalent.   Advanced training, such as a 
college degree, provides one with the opportunity to 
develop critical thinking, which is something I find lacking 
in the vast majority of technicians.  It is this same critical 
thinking that is key to catching errors and ultimately 
keeping the public safe. 

                                                              i.      However, forcing them to go back 
to school for further certifications is not appropriate.  

1.     This would be similar to the creation of NP, 
PA or CRNA for physicians. These mid-level 
providers have extensive training compared to 
what a pharmacy technician currently 
has.  This is the sort of intensive training 
needed for a medical professional but it would 
change the entire career path for pharmacy 



technicians by requiring this advanced 
education.  

2.     In the end, we would be seeing a different 
type of person become a pharmacy technician: 
one that demands a higher salary to pay for the 
years of additional training and additional 
liability that goes along with the final 
verification. I’m not sure the pharmacies would 
be saving any money afterall, which I surmise 
is the goal behind this movement. 

2.     Patient Safety 

a.     As I stated above, I feel that technicians lack the 
expertise necessary to perform final verification of 
dispensed medications. They are not required to have 
more than a high school degree or equivalent. I cannot 
conscionably agree that a high school graduate has 
comparable drug expertise to pharmacists, who have 
gone to school for 4+ years for medication therapy 
alone.  The  Drug Expert should be the one performing the 
final verification and keeping the public safe from drug 
interactions and mistakes. There are countless instances 
in which pharmacists catch errors during the final 
verification. I do not believe technicians would catch 
these mistakes because they are not intimately familiar 
with proper dosing and indications of medications. 

3.     Elimination of Pharmacist Positions   

a.     I know if this rule passes, several large hospitals plan 
on eliminating at least one pharmacist position, namely 
the pharmacist position that verifies the ADM 
restocks.  With pharmacy schools popping up like weeds, 
jobs are hard to come by, and it’s difficult to sit back and 
watch positions be eliminated. It is a scary thought that 
we may see mainly high school graduates with minimal 
drug training performing important pharmacy duties.  

  



Thank you, 
  
Sierra Griffin, PharmD 
Staff Pharmacist 
Arizona General Hospital 
7171 S 51st Ave, Laveen, AZ 85339 
P: 602-239-4926,  F: 602-249-4097 
 

 



Stephany Lam, Pharm D 

18160 W. Wind Song Ave 

Goodyear, AZ 85338 

 

 

 

Dear Executive Board of Pharmacy, 

 

My name is Stephany Lam, Pharm D with license number S014468.  I have been a registered 
pharmacist for thirteen years now; twelve of those years in the state of Arizona, since 2005.  I 
have been actively practiced as a registered pharmacist in Arizona since then.  I started my 
work in Arizona in 2005 in an ambulatory setting and continued throughout the years in large 
retail chain and now currently in a hospital outpatient pharmacy setting. I have experienced 
and seen many sides of the pharmacy world.  My past experience as pharmacist in charge made 
me take a deep look and break down the various requirements and process of running a 
pharmacy.  I also had to evaluate the pharmacy workflow to ensure there was the highest of 
quality the verification and dispensing of prescription medications to all patients while 
maintaining the standard of customer services expected by company.   

 

The Arizona Board of Pharmacy (AZBOP) has been a great resource for us pharmacist to make 
sure we can carry out our daily task efficiently and correctly.  I have personally called on the 
Arizona Board of Pharmacy when I could not find the specific answer on the website with 
regards to rules on prescription dispensing in a situation.  I have called and emailed for help 
when I did my best to verify legitimacy of a providers practice but still did not know for sure if I 
was doing the right thing.  I have reached out to the AZBOP when I could not successfully get 
transferred from competitor pharmacy that were not being professional in doing their job.  I 
have always found the answer I needed.  

 

Today, I am calling on the AZBOP to Vote “NO” on the Tech Check Tech proposal allowing 
registered technician to do final Verification of medications, which is now only authorized by 
registered pharmacist.  Passing this bill will introduce more problems and potential error in 
medication dispensing that can lead to patient harm or death.  It takes the experienced of a 
trained pharmacist eyes to clearly dissect each prescription to make sure the correct 
medication, dosage, directions and quantity is being dispense.  The final check gives the 
pharmacist a second chance to revisit the hardcopy of the prescription to make sure everything 
is accurately processed.  In many situations, it allows for a second pair of experienced 
pharmacist eyes to review and check the prescription as well.  In the last stage when the 



pharmacist actually have the product in hand is when we can catch an error or identify an issue 
that needs to be looked into further.  There are thousands and thousands of medications on the 
market and printed drugs names on the screen viewed on the screen of your computers does 
not always reflect the specific drug we have in mind.  It is critical that pharmacist has that last 
opportunity in the verification stage to examine the product and make sure it is the correct 
item and properly labeled before released to the patients. 

 

According to The Institute for Safe Medication Practice (ISMP) it is critical in the pharmacy 
world to have various failed safe steps put in place to identify errors and prevent them going on 
further to reach the patient. Replacing a pharmacist with a technician will eliminate a step that 
is potential for pharmacist to catch an error.  In the end, it will be the patients who are harmed 
or killed by the errors that pay the ultimate price.  Financially if might save big corporation on 
cost to have a technician doing final check of medication but it is not worth the cost of innocent 
patients and consumers to pay the price.     

 

Again, I urge the AZBOP, to put patients first and ensure all patient are shield from harm in the 
medication dispensing process.  It has been a well known motto of the AZBOP to never 
compromise patient safety. 

 

Sincerely, 

 

Stephany Lam, Pharm D. 

623-293-7975 



 1 

ECONOMIC, SMALL BUSINESS, AND CONSUMER IMPACT STATEMENT1 

TITLE 4. PROFESSIONS AND OCCUPATIONS 

CHAPTER 23. BOARD OF PHARMACY 

 

1.  Identification of the rulemaking: 

 This rulemaking will create efficiencies in a pharmacy by enabling a licensed pharmacy 

technician, who has completed the training specified under R4-23-1104.01(D) and works 

under the supervision of a pharmacist, to use technology to verify the accuracy of 

medications prepared for dispensing. Current law requires a pharmacist or graduate or 

pharmacy intern to perform product verification. The technology required to verify the 

accuracy of medications prepared for dispensing exists and is simple to use. It involves 

scanning a bar code and visually comparing the prepared medication with the result on a 

computer screen. Under R4-23-402(A)(12), even if technology is used by a licensed 

pharmacy technician to perform product verification, a pharmacist or graduate or pharmacy 

intern is required to perform a final accuracy check of a prescription label. 

 

 By enabling a licensed pharmacy technician to perform routine technology-assisted 

verification of product, this rulemaking will remove a regulatory burden and  will benefit 

patients by providing additional time in which the pharmacist is able to perform tasks such as 

patient counseling that require the pharmacist’s skills. 

 a. The conduct and its frequency of occurrence that the rule is designed to change: 

  A licensed pharmacist of graduate or pharmacy intern is required to verify that a 

medication prepared for dispensing is the medication prescribed. There is technology 

that, when combined with a visual comparison, can perform the verification. 

Allowing a licensed pharmacy technician who has completed special training in 

performing technology-assisted verification and is working under the supervision of a 

pharmacist to perform this verification reduces a regulatory burden on pharmacy 

permittees and increases efficiencies in a pharmacy. 

 b. The harm resulting from the conduct the rule is designed to change and the likelihood 

it will continue to occur if the rule is not changed:  

  Failure to allow pharmacy permittees to use existing technology to increase 

efficiencies is unduly burdensome. This rulemaking will remove that burden. 

                                                           
1 If adequate data are not reasonably available, the agency shall explain the limitations of the data, the 
methods used in an attempt to obtain the data, and characterize the probable impacts in qualitative terms. 
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 c. The estimated change in frequency of the targeted conduct expected from the rule 

change: 

  The rulemaking will remove an unnecessary burden for pharmacy permittees.  

2. A brief summary of the information included in the economic, small business, and consumer 

impact statement: 

 The Board expects the economic impact will be positive for pharmacy permittees and 

pharmacy technicians. There will be cost savings for pharmacy permittees able to have 

pharmacy technicians perform technology-assisted verification of product. There may be a 

voluntary cost for pharmacy permittees to obtain equipment necessary to perform technology-

assisted verification. Pharmacy technicians will benefit from the opportunity to expand their 

role. The rulemaking will have little or no economic impact on consumers. 

3. The person to contact to submit or request additional data on the information included in the 

economic, small business, and consumer impact statement: 

Name: Kamlesh Gandhi 

Address: 1616 W Adams Street, Suite 120 

  Phoenix, AZ 85007 

Telephone: (602) 771-2740 

Fax: (602) 771-2749 

E-mail: kgandhi@azpharmacy.gov 

Web site: www.azpharmacy.gov 

4.   Persons who will be directly affected by, bear the costs of, or directly benefit from the 

rulemaking: 

 Permittees of retail, institutional, or limited-service pharmacies, pharmacy technicians, and 

the Board will be directly affected by, bear the costs of, and directly benefit from the 

rulemaking. 

 

 There are currently 1,307 pharmacy permittees in Arizona. Of these, 952 are retail permittees, 

125 are institutional permittees, and 58 are limited-service permittees. There are currently 

11,260 licensed (certified) pharmacy technicians in Arizona. Implementing a technology-

assisted verification program is voluntary on the part of a pharmacy permittee. The Board 

estimates 20 percent of pharmacy permittees will opt to implement the program. Pharmacy 

permittees that implement a technology-assisted verification program may need to upgrade 

existing computer equipment and install scanning equipment near the point at which 
                                                                                                                                                                             
(A.R.S. § 41-1055(C)). 
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medications are prepared. The cost of this may reach $2,000. This cost will be offset by 

increased efficiencies and freeing the pharmacist to engage in activities requiring the skills of 

a pharmacist such as patient counseling, providing immunizations, managing medication 

therapy, and providing other clinical services. Becoming trained to perform technology-

assisted verification will result in greater skills for a licensed pharmacy technician and may 

result in increased pay. 

 

 The Board incurred the cost of completing this rulemaking and will incur the cost of 

implementing and enforcing it. It will benefit from removing an unduly burdensome rule 

provision.  Five other states currently allow technology-assisted verification of medication. 

5.   Cost-benefit analysis: 

 a.  Costs and benefits to state agencies directly affected by the rulemaking including the 

number of new full-time employees at the implementing agency required to 

implement and enforce the proposed rule: 

The Board is the only state agency directly affected by the rulemaking. Its cost and 

benefits are described above. 

 b.  Costs and benefits to political subdivisions directly affected by the rulemaking: 

  Political subdivisions are not directly affected by the rulemaking. 

 c.  Costs and benefits to businesses directly affected by the rulemaking: 

Pharmacy permittees are businesses directly affected by the rulemaking. Their costs 

and benefits, if they voluntarily choose to implement a technology-assisted 

verification program, are described above. 

6.  Impact on private and public employment: 

 The Board believes the rulemaking will have no impact on private or public employment. 

7.   Impact on small businesses2: 

 a. Identification of the small business subject to the rulemaking: 

Some pharmacy permittees are small businesses. No business is subject to this 

rulemaking. Implementing a technology-assisted verification program is an option a 

pharmacy permittee voluntarily chooses after assessing costs and benefits. 

 b. Administrative and other costs required for compliance with the rulemaking: 

A pharmacy permittee that chooses to implement a technology-assisted verification 

program will incur the cost of preparing a written description of the program, 

obtaining training for the licensed pharmacy technician who will operate the 
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technology-assisted verification program, ensuring supervision of the licensed 

pharmacy technician and performing biannual evaluations of competency, and 

maintaining certain records regarding the licensed pharmacy technician. 

 c. Description of methods that may be used to reduce the impact on small businesses: 

The minimal compliance costs described above are necessary to protect public health 

and safety and are voluntarily assumed by a business that calculates the costs and 

benefits for itself. No other methods can be used to reduce the impact on small 

businesses while maintaining protection for public health and safety. 

8.  Cost and benefit to private persons and consumers who are directly affected by the 

rulemaking: 

 No private persons or consumers are directly affected by the rulemaking. 

9.  Probable effects on state revenues: 

 There will be no direct effect on state revenues. 

10.  Less intrusive or less costly alternative methods considered: 

 The Board was unable to identify a less intrusive or less costly method. This is a voluntary 

program. Each pharmacy permittee will assess costs and benefits for itself. 

 

 

                                                                                                                                                                             
2 Small business has the meaning specified in A.R.S. § 41-1001(21). 



R4-23-402. Pharmacist, Graduate Intern, and Pharmacy Intern 
A. A pharmacist or a graduate intern or pharmacy intern under the supervision of a pharmacist shall perform the following 

professional practices in dispensing a prescription medication from a prescription order: 
1. Receive, reduce to written form, and manually initial oral prescription orders; 
2. Obtain and record the name of an individual who communicates an oral prescription order; 
3. Obtain, or assume responsibility to obtain, from the patient, patient’s agent, or medical practitioner and record, or 

assume responsibility to record, in the patient’s profile, the following information: 
a. Name, address, telephone number, date of birth (or age), and gender; 
b. Individual history including known diseases and medical conditions, known drug allergies or drug reactions, and if 

available a comprehensive list of medications currently taken and medical devices currently used; 
4. Record, or assume responsibility to record, in the patient’s profile, a pharmacist’s, graduate intern’s, or pharmacy 

intern’s comments relevant to the patient’s drug therapy, including other information specific to the patient or drug; 
5. Verify the legality and pharmaceutical feasibility of dispensing a drug based upon:  

a. A patients’ allergies, 
b. Incompatibilities with a patient’s currently-taken medications, 
c. A patient’s use of unusual quantities of dangerous drugs or narcotics, 
d. A medical practitioner’s signature, and 
e. The frequency of refills; 

6. Verify that a dosage is within proper limits; 
7. Interpret the prescription order, which includes exercising professional judgment in determining whether to dispense a 

particular prescription; 
8. Compound, mix, combine, or otherwise prepare and package the prescription medication needed to dispense individual 

prescription orders; 
9. Prepackage or supervise the prepackaging of drugs by a pharmacy technician or pharmacy technician trainee under R4-

23-1104. For drugs prepackaged by a pharmacy technician or pharmacy technician trainee, a pharmacist shall: 
a. Verify the drug to be prepackaged; 
b. Verify that the label meets the official compendium’s standards; 
c. Check the completed prepackaging procedure and product; and 
d. Manually initial the completed label; or 
e. For automated packaging systems, manually initial the completed label or a written log or initial a computer-

stored log; 
10. Check prescription order data entry to ensure that the data input: 

a. Is for the correct patient by verifying the patient’s name, address, telephone number, gender, and date of birth or 
age; 

b. Is for the correct drug by verifying the drug name, strength, and dosage form; 
c. Communicates the prescriber’s directions precisely by verifying dose, dosage form, route of administration, 

dosing frequency, and quantity; and 
d. Is for the correct medical practitioner by verifying the medical practitioner’s name, address, and telephone 

number; 
11. Make a final accuracy check on the completed prescription medication and manually initial the finished label. Manual 

initialing of a finished label is not required if the pharmacy’s computer system complies with the computer 
documentation requirements of R4-23-408(B)(4); 

12. Record, or assume responsibility to record, a prescription serial number and date dispensed on the original prescription 
order; 

13. Obtain, or assume responsibility to obtain, permission to refill a prescription order and record, or assume responsibility 
to record on the original prescription order: 
a. Date dispensed, 
b. Quantity dispensed, and 
c. Name of medical practitioner or medical practitioner’s agent who communicates permission to refill the 

prescription order; 
14. Reduce to written or printed form, or assume responsibility to reduce to written or printed form, a new prescription 

order received by: 
a. Facsimile, 
b. Computer modem, or 
c. Other means of communication; 

15. Verify, or assume responsibility to verify, that a completed prescription medication is sold only to the correct patient, 
patient’s care-giver, or authorized agent; 

16. Record on the original prescription order the name or initials of the pharmacist, graduate intern, or pharmacy intern 
who originally dispenses the prescription order; and 

17. Record on the original prescription order the name or initials of the pharmacist, graduate intern, or pharmacy intern 
who dispenses each refill. 



B. Only a pharmacist, graduate intern, or pharmacy intern shall provide oral consultation about a prescription medication to a 
patient or patient’s care-giver in an outpatient setting, including a patient discharged from a hospital. The oral consultation is 
required whenever the following occurs: 
1. The prescription medication has not been previously dispensed to the patient in the same strength or dosage form or 

with the same directions; 
2. The pharmacist, through the exercise of professional judgment, determines that oral consultation is warranted; or 
3. The patient or patient’s care-giver requests oral consultation. 

C. Oral consultation shall include: 
1. Reviewing the name and strength of a prescription medication or name of a prescription-only device and the labeled 

indication of use for the prescription medication or prescription-only device; 
2. Reviewing the prescription’s directions for use; 
3. Reviewing the route of administration; and 
4. Providing oral information regarding special instructions and written information regarding side effects, procedure for 

missed doses, or storage requirements. 
D. When, in the professional judgement of the pharmacist or graduate intern or pharmacy intern under the supervision of a 

pharmacist, or when circumstance precludes it, oral consultation may be omitted if the pharmacist, graduate intern, or 
pharmacy intern: 
1. Personally provides written information to the patient or patient’s care-giver that summarizes the information that 

would normally be orally communicated; 
2. Documents, or assumes responsibility to document, both the circumstance and reason for not providing oral 

consultation by a method approved by the Board or its designee; and 
3. Offers the patient or patient’s care-giver the opportunity to communicate with a pharmacist, graduate intern, or 

pharmacy intern at a later time and provides a method for the patient or patient’s care-giver to contact a pharmacist, 
graduate intern, or pharmacy intern at the pharmacy. 

E. The pharmacist or graduate intern or pharmacy intern under the supervision of a pharmacist, through the exercise of 
professional judgment, may provide oral consultation that includes: 
1. Common severe adverse effects, interactions, or therapeutic contraindications, and the action required if they occur; 
2. Techniques of self-monitoring drug therapy; 
3. The duration of the drug therapy; and 
4. Prescription refill information. 

F. Nothing in subsection (B) requires a pharmacist, graduate intern, or pharmacy intern to provide oral consultation if a patient 
or patient’s care-giver refuses the consultation.  

G. Using a method approved by the Board or its designee, a pharmacist, graduate intern, or pharmacy intern shall document, or 
assume responsibility to document, that oral consultation is or is not provided. 

H. Oral consultation documentation. When oral consultation is required as specified in subsection (B), a pharmacist, graduate 
intern, or pharmacy intern shall: 
1. Document, or assume responsibility to document, that oral consultation is provided; or 
2. When a patient refuses oral consultation or a person other than the patient or patient’s care-giver picks up a prescription 

and oral consultation is not provided, document, or assume responsibility to document, that oral consultation is not 
provided; or 

3. When a pharmacist, graduate intern, or pharmacy intern determines to omit oral consultation under subsection (D) and 
oral consultation is not provided, document, or assume responsibility to document, both the circumstance and reason 
that oral consultation is not provided; and 

4. Document, or assume responsibility to document, the name, initials, or identification code of the pharmacist, graduate 
intern, or pharmacy intern who did or did not provide oral consultation. 

I. When a prescription is delivered to the patient or patient’s care-giver outside the immediate area of a pharmacy and a 
pharmacist is not present, the prescription shall be accompanied by written or printed patient medication information that, in 
addition to the requirements in subsection (C), includes: 
1. Approved use for the prescription medication; 
2. Possible adverse reactions; 
3. Drug-drug, food-drug, or disease-drug interactions; 
4. Missed dose information; and 
5. Telephone number of the dispensing pharmacy or another method approved by the Board or its designee that allows a 

patient or patient’s care-giver to consult with a pharmacist. 
J. A prescription medication or prescription-only device, delivered to a patient at a location where a licensed health care 

professional is responsible for administering the prescription medication to the patient, is exempt from the requirement of 
subsection (C). 

K. A pharmacist, graduate intern, or pharmacy intern shall wear a badge indicating name and title while on duty. 
L. Nothing in this Section prevents a hospital pharmacist from accepting a prescription order according to rules pertaining 

specifically to hospital pharmacies. 
 



R4-23-1104. Pharmacy Technicians and Pharmacy Technician Trainees 
A. Permissible activities of a pharmacy technician trainee. Acting in compliance with all applicable statutes and rules and under 

the supervision of a pharmacist, a pharmacy technician trainee may assist a graduate intern, pharmacy intern, or pharmacist 
with the following when applicable to the pharmacy practice site: 
1. Record on the original prescription order the prescription serial number and date dispensed; 
2. Initiate or accept verbal or electronic refill authorization from a medical practitioner or medical practitioner’s agent and 

record, on the original prescription order or by an alternative method approved by the Board or its designee, the 
medical practitioner’s name, patient name, name and quantity of prescription medication, specific refill information, 
and name of medical practitioner’s agent, if any; 

3. Record information in the refill record or patient profile; 
4. Type and affix a label for a prescription medication or enter information for a new or refill prescription medication into 

a computer, if a pharmacist verifies the accuracy and initials in handwriting or by another method approved by the 
Board or its designee the finished label prepared by the technician before the prescription medication is dispensed to 
the patient; 

5. Reconstitute a prescription medication, if a pharmacist checks the ingredients and procedure before reconstitution and 
verifies the final product after reconstitution; 

6. Retrieve, count, or pour a prescription medication, if a pharmacist verifies the contents of the prescription medication 
against the original prescription medication container or by an alternative drug identification method approved by the 
Board or its designee; 

7. Prepackage drugs in accordance with R4-23-402(A); and 
8. Measure, count, pour, or otherwise prepare and package a drug needed for hospital inpatient dispensing, if a pharmacist 

verifies the accuracy, measuring, counting, pouring, preparing, packaging, and safety of the drug before the drug is 
delivered to a patient care area. 

B. Permissible activities of a pharmacy technician. Acting in compliance with all applicable statutes and rules and under the 
supervision of a pharmacist, a pharmacy technician may: 
1.  Perform the activities listed in subsection (A); and 
2.  After completing a pharmacy technician drug compounding training program developed by the pharmacy permittee or 

pharmacist-in-charge under R4-23-1105(C), assist a pharmacist, graduate intern, or pharmacy intern in compounding 
prescription medications and sterile or non-sterile pharmaceuticals in accordance with written policies and procedures, 
if the preparation, accuracy, and safety of the final product is verified by a pharmacist before dispensing. 

C. When performing the activities listed in subsections (A) and (B) for which the pharmacy technician or pharmacy technician 
trainee has been trained, the pharmacy technician or pharmacy technician trainee shall perform those functions accurately. 

D. Prohibited activities. A pharmacy technician or pharmacy technician trainee shall not perform a function reserved for a 
pharmacist, graduate intern, or pharmacy intern in accordance with R4-23-402 or R4-23-653. 

E. A pharmacy technician or pharmacy technician trainee shall wear a badge indicating name and title while on duty. 
F. Before employing a pharmacy technician or pharmacy technician trainee, a pharmacy permittee or pharmacist-in-charge 

shall develop, implement, review, and revise in the same manner described in R4-23-653(A) and comply with policies and 
procedures for pharmacy technician and pharmacy technician trainee activities as specified in subsection (G). 

G. The policies and procedures shall include the following: 
1. For all practice sites: 

a. Supervisory controls and verification procedures to ensure the quality and safety of pharmaceutical service; 
b. Employment performance expectations for a pharmacy technician and pharmacy technician trainee; 
c. The activities a pharmacy technician or pharmacy technician trainee may perform as specified in R4-23-1104(A) 

and (B); 
d. Pharmacist and patient communication; 
e. Reporting, correcting, and avoiding medication and dispensing errors; 
f. Security procedures for: 

i. Confidentiality of patient prescription records, and 
ii. The pharmacy area; 

g. Automated medication distribution system; 
h. Compounding procedures for pharmacy technicians; and 
i. Brief overview of state and federal pharmacy statutes and rules; 

2. For community and limited-service pharmacy practice sites: 
a. Prescription dispensing procedures for: 

i. Accepting a new written prescription, 
ii. Accepting a refill request, 
iii. Selecting a drug product, 
iv. Counting and pouring, 
v. Labeling, and 
vi. Obtaining refill authorization; 

b.  Computer data entry procedures for: 
i. New and refill prescriptions, 



ii. Patient’s drug allergies, 
iii. Drug-drug interactions, 
iv. Drug-food interactions, 
v. Drug-disease state contraindications, 
vi. Refill frequency, 
vii. Patient’s disease and medical condition, 
viii. Patient’s age or date of birth and gender, and 
ix. Patient profile maintenance; and 

3. For hospital pharmacy practice sites: 
a. Medication order procurement and data entry, 
b. Drug preparation and packaging, 
c. Outpatient and inpatient drug delivery, and 
d. Inspection of drug storage and preparation areas and patient care areas. 

 



32-1901. Definitions 
In this chapter, unless the context otherwise requires: 
1. "Administer" means the direct application of a controlled substance, prescription-
only drug, dangerous drug or narcotic drug, whether by injection, inhalation, 
ingestion or any other means, to the body of a patient or research subject by a 
practitioner or by the practitioner's authorized agent or the patient or research 
subject at the direction of the practitioner. 
2. "Advertisement" means all representations disseminated in any manner or by 
any means, other than by labeling, for the purpose of inducing, or that are likely to 
induce, directly or indirectly, the purchase of drugs, devices, poisons or hazardous 
substances. 
3. "Advisory letter" means a nondisciplinary letter to notify a licensee or permittee 
that either: 
(a) While there is insufficient evidence to support disciplinary action, the board 
believes that continuation of the activities that led to the investigation may result in 
further board action against the licensee or permittee. 
(b) The violation is a minor or technical violation that is not of sufficient merit to 
warrant disciplinary action. 
(c) While the licensee or permittee has demonstrated substantial compliance 
through rehabilitation, remediation or reeducation that has mitigated the need for 
disciplinary action, the board believes that repetition of the activities that led to the 
investigation may result in further board action against the licensee or permittee. 
4. "Antiseptic", if a drug is represented as such on its label, means a representation 
that it is a germicide, except in the case of a drug purporting to be, or represented 
as, an antiseptic for inhibitory use as a wet dressing, ointment or dusting powder or 
other use that involves prolonged contact with the body. 
5. "Authorized officers of the law" means legally empowered peace officers, 
compliance officers of the state board of pharmacy and agents of the division of 
narcotics enforcement and criminal intelligence of the department of public safety. 
6. "Board" or "board of pharmacy" means the Arizona state board of pharmacy. 
7. "Color additive" means a material that either: 
(a) Is any dye, pigment or other substance made by a process of synthesis or 
similar artifice, or extracted, isolated or otherwise derived, with or without 
intermediate or final change of identity, from any vegetable, animal, mineral or 
other source. 
(b) If added or applied to a drug, or to the human body or any part of the human 
body, is capable of imparting color, except that color additive does not include any 
material that has been or may be exempted under the federal act. Color includes 
black, white and intermediate grays. 
8. "Compounding" means the preparation, mixing, assembling, packaging or 
labeling of a drug by a pharmacist or an intern or pharmacy technician under the 
pharmacist's supervision, for the purpose of dispensing to a patient based on a 
valid prescription order. Compounding includes the preparation of drugs in 
anticipation of prescription orders prepared on routine, regularly observed 
prescribing patterns and the preparation of drugs as an incident to research, 
teaching or chemical analysis or for administration by a medical practitioner to the 
medical practitioner's patient and not for sale or dispensing. Compounding does not 
include the preparation of commercially available products from bulk compounds or 



the preparation of drugs for sale to pharmacies, practitioners or entities for the 
purpose of dispensing or distribution. 
9. "Compressed medical gas distributor" means a person who holds a current 
permit issued by the board to distribute compressed medical gases pursuant to a 
compressed medical gas order to compressed medical gas suppliers and other 
entities that are registered, licensed or permitted to use, administer or distribute 
compressed medical gases. 
10. "Compressed medical gas order" means an order for compressed medical gases 
that is issued by a medical practitioner. 
11. "Compressed medical gas supplier" means a person who holds a current permit 
issued by the board to supply compressed medical gases pursuant to a compressed 
medical gas order and only to the consumer or the patient. 
12. "Compressed medical gases" means gases and liquid oxygen that a compressed 
medical gas distributor or manufacturer has labeled in compliance with federal law. 
13. "Controlled substance" means a drug, substance or immediate precursor 
identified, defined or listed in title 36, chapter 27, article 2. 
14. "Corrosive" means any substance that when it comes in contact with living 
tissue will cause destruction of tissue by chemical action. 
15. "Counterfeit drug" means a drug that, or the container or labeling of which, 
without authorization, bears the trademark, trade name or other identifying mark, 
imprint, number or device, or any likeness of these, of a manufacturer, distributor 
or dispenser other than the person who in fact manufactured, distributed or 
dispensed that drug. 
16. "Dangerous drug" has the same meaning prescribed in section 13-3401. 
17. "Decree of censure" means an official action that is taken by the board and that 
may include a requirement for restitution of fees to a patient or consumer. 
18. "Deliver" or "delivery" means the actual, constructive or attempted transfer 
from one person to another whether or not there is an agency relationship. 
19. "Deputy director" means a pharmacist who is employed by the board and 
selected by the executive director to perform duties as prescribed by the executive 
director. 
20. "Device", except as used in paragraph 15 of this section, section 32-1965, 
paragraph 4 and section 32-1967, subsection A, paragraph 15 and subsection C, 
means instruments, apparatus and contrivances, including their components, parts 
and accessories, including all such items under the federal act, intended either: 
(a) For use in the diagnosis, cure, mitigation, treatment or prevention of disease in 
the human body or other animals. 
(b) To affect the structure or any function of the human body or other animals. 
21. "Direct supervision of a pharmacist" means the pharmacist is present. If 
relating to the sale of certain items, direct supervision of a pharmacist means that a 
pharmacist determines the legitimacy or advisability of a proposed purchase of 
those items. 
22. "Director" means the director of the division of narcotics enforcement and 
criminal investigation of the department of public safety. 
23. "Dispense" means to deliver to an ultimate user or research subject by or 
pursuant to the lawful order of a practitioner, including the prescribing, 
administering, packaging, labeling or compounding necessary to prepare for that 
delivery. 



24. "Dispenser" means a practitioner who dispenses. 
25. "Distribute" means to deliver, other than by administering or dispensing. 
26. "Distributor" means a person who distributes. 
27. "Drug" means: 
(a) Articles recognized, or for which standards or specifications are prescribed, in 
the official compendium. 
(b) Articles intended for use in the diagnosis, cure, mitigation, treatment or 
prevention of disease in the human body or other animals. 
(c) Articles other than food intended to affect the structure or any function of the 
human body or other animals. 
(d) Articles intended for use as a component of any articles specified in subdivision 
(a), (b) or (c) of this paragraph but does not include devices or their components, 
parts or accessories. 
28. "Drug enforcement administration" means the drug enforcement administration 
of the United States department of justice or its successor agency. 
29. "Drug or device manufacturing" means the production, preparation, propagation 
or processing of a drug or device, either directly or indirectly, by extraction from 
substances of natural origin or independently by means of chemical synthesis and 
includes any packaging or repackaging of substances or labeling or relabeling of its 
container and the promotion and marketing of the same. Drug or device 
manufacturing does not include compounding. 
30. "Economic poison" means any substance that alone, in chemical combination or 
in formulation with one or more other substances is a pesticide within the meaning 
of the laws of this state or the federal insecticide, fungicide and rodenticide act and 
that is used in the production, storage or transportation of raw agricultural 
commodities. 
31. "Established name", with respect to a drug or ingredient of a drug, means any 
of the following: 
(a) The applicable official name. 
(b) If there is no such name and the drug or ingredient is an article recognized in 
an official compendium, the official title in an official compendium. 
(c) If neither subdivision (a) nor (b) of this paragraph applies, the common or usual 
name of such drug. 
32. "Executive director" means the executive director of the board of pharmacy. 
33. "Federal act" means the federal laws and regulations that pertain to drugs, 
devices, poisons and hazardous substances and that are official at the time any 
drug, device, poison or hazardous substance is affected by this chapter. 
34. "Full service wholesale permittee" means a permittee who may distribute 
prescription-only drugs and devices, controlled substances and over-the-counter 
drugs and devices to pharmacies or other legal outlets from a place devoted in 
whole or in part to wholesaling these items. 
35. "Graduate intern" means a person who has graduated from a college, school or 
program of pharmacy approved by the board and who meets the qualifications and 
experience for a pharmacy intern as provided in section 32-1923. 
36. "Highly toxic" means any substance that falls within any of the following 
categories: 
(a) Produces death within fourteen days in half or more than half of a group of ten 
or more laboratory white rats each weighing between two hundred and three 



hundred grams, at a single dose of fifty milligrams or less per kilogram of body 
weight, when orally administered. 
(b) Produces death within fourteen days in half or more than half of a group of ten 
or more laboratory white rats each weighing between two hundred and three 
hundred grams, if inhaled continuously for a period of one hour or less at an 
atmospheric concentration of two hundred parts per million by volume or less of 
gas or vapor or two milligrams per liter by volume or less of mist or dust, provided 
the concentration is likely to be encountered by humans if the substance is used in 
any reasonably foreseeable manner. 
(c) Produces death within fourteen days in half or more than half of a group of ten 
or more rabbits tested in a dosage of two hundred milligrams or less per kilogram 
of body weight, if administered by continuous contact with the bare skin for twenty-
four hours or less. 
If the board finds that available data on human experience with any substance 
indicate results different from those obtained on animals in the dosages or 
concentrations prescribed in this paragraph, the human data shall take precedence. 
37. "Hospital" means any institution for the care and treatment of the sick and 
injured that is approved and licensed as a hospital by the department of health 
services. 
38. "Intern" means a pharmacy intern and a graduate intern. 
39. "Internship" means the practical, experiential, hands-on training of a pharmacy 
intern under the supervision of a preceptor. 
40. "Irritant" means any substance, other than a corrosive, that on immediate, 
prolonged or repeated contact with normal living tissue will induce a local 
inflammatory reaction. 
41. "Jurisprudence examination" means a board approved pharmacy law 
examination that is written and administered in cooperation with the national 
association of boards of pharmacy or another board approved pharmacy law 
examination. 
42. "Label" means a display of written, printed or graphic matter on the immediate 
container of any article that, unless easily legible through the outside wrapper or 
container, also appears on the outside wrapper or container of the article's retail 
package. For the purposes of this paragraph, the immediate container does not 
include package liners. 
43. "Labeling" means all labels and other written, printed or graphic matter either: 
(a) On any article or any of its containers or wrappers. 
(b) Accompanying that article. 
44. "Letter of reprimand" means a disciplinary letter that is a public document 
issued by the board and that informs a licensee or permittee that the licensee's or 
permittee's conduct violates state or federal law and may require the board to 
monitor the licensee or permittee. 
45. "Limited service pharmacy" means a pharmacy that is approved by the board to 
practice a limited segment of pharmacy as indicated by the permit issued by the 
board. 
46. "Manufacture" or "manufacturer" means every person who prepares, derives, 
produces, compounds, processes, packages or repackages or labels any drug in a 
place, other than a pharmacy, devoted to manufacturing the drug. 
47. "Marijuana" has the same meaning prescribed in section 13-3401. 



48. "Medical practitioner" means any medical doctor, doctor of osteopathy, dentist, 
podiatrist, veterinarian or other person licensed and authorized by law to use and 
prescribe drugs and devices for the treatment of sick and injured human beings or 
animals or for the diagnosis or prevention of sickness in human beings or animals in 
this state or any state, territory or district of the United States. 
49. "Medication order" means a written or verbal order from a medical practitioner 
or that person's authorized agent to administer a drug or device. 
50. "Narcotic drug" has the same meaning prescribed in section 13-3401. 
51. "New drug" means either: 
(a) Any drug the composition of which is such that the drug is not generally 
recognized among experts qualified by scientific training and experience to evaluate 
the safety and effectiveness of drugs as safe and effective for use under the 
conditions prescribed, recommended or suggested in the labeling. 
(b) Any drug the composition of which is such that the drug, as a result of 
investigations to determine its safety and effectiveness for use under such 
conditions, has become so recognized, but that has not, other than in the 
investigations, been used to a material extent or for a material time under those 
conditions. 
52. "Nonprescription drug" or "over-the-counter drug" means any nonnarcotic 
medicine or drug that may be sold without a prescription and is prepackaged and 
labeled for use by the consumer in accordance with the requirements of the laws of 
this state and federal law. Nonprescription drug does not include: 
(a) A drug that is primarily advertised and promoted professionally to medical 
practitioners and pharmacists by manufacturers or primary distributors. 
(b) A controlled substance. 
(c) A drug that is required to bear a label that states "Rx only." 
(d) A drug intended for human use by hypodermic injection. 
53. "Nonprescription drug wholesale permittee" means a permittee who may 
distribute only over-the-counter drugs and devices to pharmacies or other lawful 
outlets from a place devoted in whole or in part to wholesaling these items. 
54. "Notice" means personal service or the mailing of a copy of the notice by 
certified mail addressed either to the person at the person's latest address of record 
in the board office or to the person's attorney. 
55. "Official compendium" means the latest revision of the United States 
pharmacopeia and the national formulary or any current supplement. 
56. "Other jurisdiction" means one of the other forty-nine states, the District of 
Columbia, the Commonwealth of Puerto Rico or a territory of the United States of 
America. 
57. "Package" means a receptacle defined or described in the United States 
pharmacopeia and the national formulary as adopted by the board. 
58. "Packaging" means the act or process of placing a drug item or device in a 
container for the purpose or intent of dispensing or distributing the item or device 
to another. 
59. "Person" means an individual, partnership, corporation and association, and 
their duly authorized agents. 
60. "Pharmaceutical care" means the provision of drug therapy and other 
pharmaceutical patient care services. 



61. "Pharmacist" means an individual currently licensed by the board to practice the 
profession of pharmacy in this state. 
62. "Pharmacist in charge" means the pharmacist who is responsible to the board 
for a licensed establishment's compliance with the laws and administrative rules of 
this state and of the federal government pertaining to the practice of pharmacy, the 
manufacturing of drugs and the distribution of drugs and devices. 
63. "Pharmacist licensure examination" means a board approved examination that 
is written and administered in cooperation with the national association of boards of 
pharmacy or any other board approved pharmacist licensure examination. 
64. "Pharmacy" means any place: 
(a) Where drugs, devices, poisons or related hazardous substances are offered for 
sale at retail. 
(b) In which the profession of pharmacy is practiced or where prescription orders 
are compounded and dispensed. 
(c) That has displayed on it or in it the words "pharmacist," "pharmaceutical 
chemist," "apothecary," "druggist," "pharmacy," "drugstore," "drugs" or "drug 
sundries" or any of these words or combinations of these words, or words of similar 
import either in English or any other language, or that is advertised by any sign 
containing any of these words. 
(d) Where the characteristic symbols of pharmacy or the characteristic prescription 
sign "Rx" is exhibited. 
(e) Or a portion of any building or structure that is leased, used or controlled by the 
permittee to conduct the business authorized by the board at the address for which 
the permit was issued and that is enclosed and secured when a pharmacist is not in 
attendance. 
65. "Pharmacy intern" means a person who has all of the qualifications and 
experience prescribed in section 32-1923. 
66. "Pharmacy technician" means a person who is licensed pursuant to this chapter. 
67. "Pharmacy technician trainee" means a person who is licensed pursuant to this 
chapter. 
68. "Poison" or "hazardous substance" includes, but is not limited to, any of the 
following if intended and suitable for household use or use by children: 
(a) Any substance that, according to standard works on medicine, pharmacology, 
pharmacognosy or toxicology, if applied to, introduced into or developed within the 
body in relatively small quantities by its inherent action uniformly produces serious 
bodily injury, disease or death. 
(b) A toxic substance. 
(c) A highly toxic substance. 
(d) A corrosive substance. 
(e) An irritant. 
(f) A strong sensitizer. 
(g) A mixture of any of the substances described in this paragraph, if the substance 
or mixture of substances may cause substantial personal injury or substantial 
illness during or as a proximate result of any customary or reasonably foreseeable 
handling or use, including reasonably foreseeable ingestion by children. 
(h) A substance designated by the board to be a poison or hazardous substance. 
This subdivision does not apply to radioactive substances, economic poisons subject 
to the federal insecticide, fungicide and rodenticide act or the state pesticide act, 



foods, drugs and cosmetics subject to state laws or the federal act or substances 
intended for use as fuels when stored in containers and used in the heating, 
cooking or refrigeration system of a house. This subdivision applies to any 
substance or article that is not itself an economic poison within the meaning of the 
federal insecticide, fungicide and rodenticide act or the state pesticide act, but that 
is a poison or hazardous substance within the meaning of this paragraph by reason 
of bearing or containing an economic poison or hazardous substance. 
69. "Practice of pharmacy" means furnishing the following health care services as a 
medical professional: 
(a) Interpreting, evaluating and dispensing prescription orders in the patient's best 
interests. 
(b) Compounding drugs pursuant to or in anticipation of a prescription order. 
(c) Labeling of drugs and devices in compliance with state and federal 
requirements. 
(d) Participating in drug selection and drug utilization reviews, drug administration, 
drug or drug-related research and drug therapy monitoring or management. 
(e) Providing patient counseling necessary to provide pharmaceutical care. 
(f) Properly and safely storing drugs and devices in anticipation of dispensing. 
(g) Maintaining required records of drugs and devices. 
(h) Offering or performing of acts, services, operations or transactions necessary in 
the conduct, operation, management and control of a pharmacy. 
(i) Implementing, monitoring and modifying drug therapy pursuant to a protocol-
based drug therapy agreement with a provider as outlined in section 32-1970. 
(j) Initiating and administering immunizations or vaccines pursuant to section 32-
1974. 
70. "Practitioner" means any physician, dentist, veterinarian, scientific investigator 
or other person who is licensed, registered or otherwise permitted to distribute, 
dispense, conduct research with respect to or administer a controlled substance in 
the course of professional practice or research in this state, or any pharmacy, 
hospital or other institution that is licensed, registered or otherwise permitted to 
distribute, dispense, conduct research with respect to or administer a controlled 
substance in the course of professional practice or research in this state. 
71. "Preceptor" means a pharmacist who is serving as the practical instructor of an 
intern and complies with section 32-1923. 
72. "Precursor chemical" means a substance that is: 
(a) The principal compound that is commonly used or that is produced primarily for 
use and that is an immediate chemical intermediary used or likely to be used in the 
manufacture of a controlled substance, the control of which is necessary to prevent, 
curtail or limit manufacture. 
(b) Listed in section 13-3401, paragraph 26 or 27. 
73. "Prescription" means either a prescription order or a prescription medication. 
74. "Prescription medication" means any drug, including label and container 
according to context, that is dispensed pursuant to a prescription order. 
75. "Prescription-only device" includes: 
(a) Any device that is limited by the federal act to use under the supervision of a 
medical practitioner. 
(b) Any device required by the federal act to bear on its label essentially the legend 
"Rx only". 



76. "Prescription-only drug" does not include a controlled substance but does 
include: 
(a) Any drug that because of its toxicity or other potentiality for harmful effect, the 
method of its use, or the collateral measures necessary to its use is not generally 
recognized among experts, qualified by scientific training and experience to 
evaluate its safety and efficacy, as safe for use except by or under the supervision 
of a medical practitioner. 
(b) Any drug that is limited by an approved new drug application under the federal 
act or section 32-1962 to use under the supervision of a medical practitioner. 
(c) Every potentially harmful drug, the labeling of which does not bear or contain 
full and adequate directions for use by the consumer. 
(d) Any drug, other than a controlled substance, required by the federal act to bear 
on its label the legend "Rx only". 
77. "Prescription order" means any of the following: 
(a) An order to a pharmacist for drugs or devices issued and signed by a duly 
licensed medical practitioner in the authorized course of the practitioner's 
professional practice. 
(b) An order transmitted to a pharmacist through word of mouth, telephone or 
other means of communication directed by that medical practitioner. Prescription 
orders received by word of mouth, telephone or other means of communication 
shall be maintained by the pharmacist pursuant to section 32-1964, and the record 
so made by the pharmacist constitutes the original prescription order to be 
dispensed by the pharmacist. This paragraph does not alter or affect laws of this 
state or any federal act requiring a written prescription order. 
(c) An order initiated by a pharmacist pursuant to a protocol-based drug therapy 
agreement with a provider as outlined in section 32-1970, or immunizations or 
vaccines administered by a pharmacist pursuant to section 32-1974. 
78. "Professionally incompetent" means: 
(a) Incompetence based on a variety of factors including a lack of sufficient 
pharmaceutical knowledge or skills or experience to a degree likely to endanger the 
health of patients. 
(b) When considered with other indications of professional incompetence, a 
pharmacist, pharmacy intern or graduate intern who fails to obtain a passing score 
on a board approved pharmacist licensure examination or a pharmacy technician or 
pharmacy technician trainee who fails to obtain a passing score on a board 
approved pharmacy technician licensure examination. 
79. "Radioactive substance" means a substance that emits ionizing radiation. 
80. "Safely engage in employment duties" means that a permittee or the 
permittee's employee is able to safely engage in employment duties related to the 
manufacture, sale, distribution or dispensing of drugs, devices, poisons, hazardous 
substances, controlled substances or precursor chemicals. 
81. "Symbol" means the characteristic symbols that have historically identified 
pharmacy, including "show globes", "mortar and pestle" and the sign "Rx". 
82. "Toxic substance" means a substance, other than a radioactive substance, that 
has the capacity to produce injury or illness in humans through ingestion, inhalation 
or absorption through any body surface. 
83. "Ultimate user" means a person who lawfully possesses a drug or controlled 
substance for that person's own use, for the use of a member of that person's 



household or for administering to an animal owned by that person or by a member 
of that person's household.  
 
32-1904. Powers and duties of board; immunity 
A. The board shall: 
1. Make bylaws and adopt rules that are necessary for the protection of the public 
and that pertain to the practice of pharmacy, the manufacturing, wholesaling or 
supplying of drugs, devices, poisons or hazardous substances, the use of pharmacy 
technicians and support personnel and the lawful performance of its duties. 
2. Fix standards and requirements for the registration and reregistration of 
pharmacies, except as otherwise specified. 
3. Investigate compliance as to the quality, label and labeling of all drugs, devices, 
poisons or hazardous substances and take action necessary to prevent the sale of 
these if they do not conform to the standards prescribed in this chapter, the official 
compendium or the federal act. 
4. Enforce its rules. In so doing, the board or its agents have free access at all 
reasonable hours to any pharmacy, manufacturer, wholesaler, nonprescription drug 
permittee or other establishment in which drugs, devices, poisons or hazardous 
substances are manufactured, processed, packed or held, or to enter any vehicle 
being used to transport or hold such drugs, devices, poisons or hazardous 
substances for the purpose of: 
(a) Inspecting the establishment or vehicle to determine if any provisions of this 
chapter or the federal act are being violated. 
(b) Securing samples or specimens of any drug, device, poison or hazardous 
substance after paying or offering to pay for such sample. 
(c) Detaining or embargoing a drug, device, poison or hazardous substance in 
accordance with section 32-1994. 
5. Examine and license as pharmacists and pharmacy interns all qualified applicants 
as provided by this chapter. 
6. Require each applicant for an initial license to submit to the board a full set of 
fingerprints for the purpose of obtaining a state and federal criminal records check 
pursuant to section 41-1750 and Public Law 92-544. The department of public 
safety may exchange this fingerprint data with the federal bureau of investigation. 
7. Issue duplicates of lost or destroyed permits on the payment of a fee as 
prescribed by the board. 
8. Adopt rules for the rehabilitation of pharmacists and pharmacy interns as 
provided by this chapter. 
9. At least once every three months, notify pharmacies regulated pursuant to this 
chapter of any modifications on prescription writing privileges of podiatrists, 
dentists, doctors of medicine, registered nurse practitioners, osteopathic physicians, 
veterinarians, physician assistants, optometrists and homeopathic physicians of 
which it receives notification from the board of podiatry examiners, board of dental 
examiners, Arizona medical board, board of nursing, board of osteopathic 
examiners in medicine and surgery, veterinary medical examining board, Arizona 
regulatory board of physician assistants, board of optometry or board of 
homeopathic and integrated medicine examiners. 
B. The board may: 



1. Employ chemists, compliance officers, clerical help and other employees subject 
to title 41, chapter 4, article 4 and provide laboratory facilities for the proper 
conduct of its business. 
2. Provide, by education of and information to the licensees and to the public, 
assistance in the curtailment of abuse in the use of drugs, devices, poisons and 
hazardous substances. 
3. Approve or reject the manner of storage and security of drugs, devices, poisons 
and hazardous substances. 
4. Accept monies and services to assist in the enforcement of this chapter from 
other than licensees: 
(a) For performing inspections and other board functions. 
(b) For the cost of copies of the pharmacy and controlled substances laws, the 
annual report of the board and other information from the board. 
5. Adopt rules for professional conduct appropriate to the establishment and 
maintenance of a high standard of integrity and dignity in the profession of 
pharmacy. 
6. Grant permission to deviate from a state requirement for experimentation and 
technological advances. 
7. Adopt rules for the training and practice of pharmacy interns, pharmacy 
technicians and support personnel. 
8. Investigate alleged violations of this chapter, conduct hearings in respect to 
violations, subpoena witnesses and take such action as it deems necessary to 
revoke or suspend a license or a permit, place a licensee or permittee on probation 
or warn a licensee or permittee under this chapter or to bring notice of violations to 
the county attorney of the county in which a violation took place or to the attorney 
general. 
9. By rule, approve colleges or schools of pharmacy. 
10. By rule, approve programs of practical experience, clinical programs, internship 
training programs, programs of remedial academic work and preliminary 
equivalency examinations as provided by this chapter. 
11. Assist in the continuing education of pharmacists and pharmacy interns. 
12. Issue inactive status licenses as provided by this chapter. 
13. Accept monies and services from the federal government or others for 
educational, research or other purposes pertaining to the enforcement of this 
chapter. 
14. By rule, except from the application of all or any part of this chapter any 
material, compound, mixture or preparation containing any stimulant or depressant 
substance included in section 13-3401, paragraph 6, subdivision (c) or (d) from the 
definition of dangerous drug if the material, compound, mixture or preparation 
contains one or more active medicinal ingredients not having a stimulant or 
depressant effect on the central nervous system, provided that such admixtures are 
included in such combinations, quantity, proportion or concentration as to vitiate 
the potential for abuse of the substances that do have a stimulant or depressant 
effect on the central nervous system. 
15. Adopt rules for the revocation, suspension or reinstatement of licenses or 
permits or the probation of licensees or permittees as provided by this chapter. 



C. The executive director and other personnel or agents of the board are not 
subject to civil liability for any act done or proceeding undertaken or performed in 
good faith and in furtherance of the purposes of this chapter.  
 
 
32-1961. Limitation on dispensing, compounding and sale of drugs 
A. It is unlawful for any person to compound, sell or dispense any drugs or to 
dispense or compound the prescription orders of a medical practitioner, unless that 
person is a pharmacist or a pharmacy intern acting under the direct supervision of a 
pharmacist, except as provided in section 32-1921. This subsection does not 
prevent a pharmacy technician or support personnel from assisting in the 
dispensing of drugs if this is done pursuant to rules adopted by the board and 
under the direct supervision of a licensed pharmacist. 
B. It is unlawful for any person, without placing a pharmacist in active personal 
charge at each place of business, to: 
1. Open, advertise or conduct a pharmacy. 
2. Stock, expose or offer drugs for sale at retail, except as otherwise specifically 
provided. 
3. Use or exhibit the title "drugs", "drugstore", "drug shop", "pharmacy", 
"apothecary" or any combination of these words or titles or any title, symbol or 
description of like import or any other term designed to take its place.  
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GOVERNOR’S REGULATORY REVIEW COUNCIL 
M E M O R A N D U M 
 
 

 
MEETING DATE: November 7, 2017     AGENDA ITEM: E-2 
 
TO:  Members of the Governor’s Regulatory Review Council (Council)  
  
FROM:    GRRC Staff 
    
DATE:       October 24, 2017 
 
SUBJECT:  DEPARTMENT OF ADMINISTRATION (R-17-1101) 

Title 2, Chapter 10, Article 1, Coverage and Claims Procedure; Article 2, Loss 
Prevention 

 
 Amend:  R2-10-101; R2-10-106; R2-10-107; R2-10-108; R2-10-201; 
   R2-10-202; R2-10-207 

_______________________________________________________________________ 
 
SUMMARY OF THE RULEMAKING  
 
 The Department of Administration (Department) provides administrative services to the 
branches and agencies of state government. The Department’s Risk Management Division 
(Division) is required to obtain insurance for the state, including insurance for state agencies, 
boards, and commissions. See A.R.S. § 41-621. This rulemaking updates the Department’s rules 
in A.A.C. Title 2, Chapter 10 to incorporate changes to definitions, ensure clarity, use more 
concise and understandable language, and renumber appropriate subsections that are being 
amended. The Department indicated in its most recent five-year review report for these rules, 
approved in June 2017, that it was going to make these amendments. 
 
 Proposed Action 
  

· Section 101 – Definitions: The term “occurrence” is defined to include an accident, 
incident, or a series of accidents or incidents arising out of a single event or originating 
cause and includes all resultant or concomitant insured losses.  

· Section 106 – State-owned Property Coverage and Limitations 
o Subsection (A) is amended to require agencies with a total budget of less than $1 

million to pay a $100 per occurrence deductible. Other agencies must pay a 
$2,500 per occurrence property deductible.  

o Subrogation collections shall reimburse the fund from which a deductible was 
paid up to the amount of the deductible and on a primary basis. 
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o No deductible shall apply to property loss coverage afforded in accordance with 
A.R.S § 41-621(B). 

· Section 107 – Liability Coverage and Limitations: The requirement that agencies check 
individuals’ driver’s licenses before operating a vehicle on state business has been 
removed. 

· Section 108 – Deductibles and Waivers: Subsection (A) is amended to clarify that 
agencies shall be charged a deductible of not more than $10,000 on each claim 
settlement, or judgment, of more than $150,000. 

· Section 201 – Submission of Building Plans: The rule is amended to increase the 
minimum anticipated building construction cost to $100,000 before requiring submission 
of building plans to the Division. 

· Section 202 – Purchase of Specialized Hazard Control Equipment: The rule is amended 
to increase the minimum cost of any specialized safety or security equipment to $50,000 
before the agency must notify the Division before procurement. 

· Section 207 – Agency Loss Prevention Program Elements: The requirements that each 
agency develops a loss prevention policy statement, defensive driver training, and vehicle 
maintenance and inspection plan have been eliminated. 

 
 Exemption or Request and Approval for Exception from the Moratorium  
 
 The Governor’s Office approved an exception from the moratorium on March 14, 2017. 
 
 Substantive or Procedural Concerns 
 
 None. 
 
1. Are the rules legal, consistent with legislative intent, and within the agency’s 

statutory authority? 
 
 Yes. A.R.S. § 41-703(3) authorizes the director of the Department to “[a]dopt rules the 
director deems necessary or desirable to further the objectives and programs of the department.” 
Further, the Department cites A.R.S. § 41-621 as specific implementing authority, which 
instructs the Department to “obtain insurance against loss, to the extent it is determined 
necessary and in the best interests of the state.” 
  
2. Do the rules establish a new fee or contain a fee increase? 
 
 No. The rules do not establish a new fee or contain a fee increase. 
 
3. Summary of the agency’s economic impact: 
 

The rulemaking increases the deductible from a $100 disappearing deductible to a $2,500 
per occurrence deductible. The Department anticipates the largest impacts will come from: 

 
o Changes to R2-10-207 which eliminate a driver’s exam affecting approximately 

40,000 state employees, saving approximately 12,000 man-hours per year.  
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o Changes to R2-10-106 which eliminate state agencies’ reporting and tracking of 
approximately 3,500 property claims per year.  

 
4. Has the agency analyzed the costs and benefits of the rulemaking and determined 

that the rules impose the least burden and costs to those who are regulated? 
 

The Department concludes that the benefits of the proposed rulemaking outweigh any 
costs, and impose the least burden and costs on stakeholders. The rulemaking clarifies 
unnecessary and outdated rules.   
 
5. What are the economic impacts on stakeholders? 
 
 All state agencies, boards, commissions and universities will be directly affected, bear the 
cost and directly benefit from the rulemaking.  
 
6. Does the agency adequately address the comments on the proposed rules and any  

supplemental proposals? 
  
 Yes. The Department indicates that no written comments were received on this 
rulemaking. 
 
7. Are the final rules a substantial change, considered as a whole, from the proposed 

rules and any supplemental proposals? 
  
 No. The Department made no changes between the proposed and final rulemaking. 
 
8. Are the rules more stringent than corresponding federal law and, if so, is there 

statutory authority to exceed the requirements of federal law? 
 
 No. The Department indicates there are no applicable federal laws. 
   
9. Do the rules require a permit or license and, if so, does the agency comply with 

A.R.S. § 41-1037? 
 
 No. The rules do not require issuance of a regulatory permit, license or authorization. 
 
10. Does the preamble disclose a reference to any study relevant to the rules that the 

agency reviewed and either did or did not rely upon? 
 
 No. No studies were reviewed for the rulemaking. 
 
11. Conclusion 
 
 As specified under A.R.S. § 41-1032(A), the rules will be effective 60 days after the 
Notice of Final Rulemaking is filed with the Secretary of State’s Office. This analyst 
recommends approval of the rules.  



 
 
 
 

Douglas A. Ducey 
Governor  

 
 
 
 

Craig C. Brown 
Director 

 ARIZONA DEPARTMENT OF ADMINISTRATION 
RISK MANAGEMENT DIVISION 

100 NORTH FIFTEENTH AVENUE  • SUITE 301 
PHOENIX, ARIZONA 85007 

(602) 542-2182 

 

 
September 28, 2017 
 
Ms. Nicole A. Ong Colyer, Chair 
Governor’s Regulatory Review Council 
100 North 15th Avenue, Suite 402 
Phoenix, AZ 85007 
 
Re: A.A.C. Title 2. Administration 
 Chapter 10. Department of Administration – Risk Management Division 
 
Dear Ms. Ong Colyer: 
 
The Arizona Department of Administration, Risk Management Division, submits the 
accompanying final rule package that includes Chapter 10, Articles 1, 2 and 5 for review and 
approval by Council. 
 

A. Pertinent dates in the rulemaking process: 
• Close of Record – August 18, 2017 
• Notice of Docket Opening – April 2, 2017 
• Notice of Proposed Rulemaking – May 26, 2017 

 
B. Relation of the rulemaking to a five-year review report: On June 6, 2017, the 

agency had projected promulgating a rulemaking for Chapter 10. This rulemaking 
complies with the governor’s initiative to remove burdensome rules. This 
rulemaking will incorporate changes to definitions, ensure clarity, concise and 
understandable language on other rules and renumber sections that are being 
amended. 
 

C. This rulemaking does not establish a new fee. 
 

D. This rulemaking does not increase an existing fee. 
 

E. Effective date: We are not requesting an immediate effective date. 
 

F. Certification regarding studies: I certify that the preamble accurately discloses 
that the ADOA did not review or rely on a study in its evaluation of or justification 
for any rule in this rulemaking. 



Nicole Ong Colyer 
September 28, 2017 
Page 2 
 
 
 

G. Certification that the preparer of the EIS notified the JLBC of the number of new 
full-time employees necessary to implement and enforce the rule:  I certify that 
none of the rules in this rulemaking will require a state agency to employ a new 
full-time employee. No notification was provided to JLBC. 
 

H. List of documents enclosed:  
• Notice of Final Rulemaking, including the preamble, table of contents for 

the rules, text of the rules, economic, small business and consumer 
impact statement; and 

• A copy of the statutes authorizing the rules. 
 
If you have any questions regarding this filing, please contact Julie Cruse, Risk 
Management Administrative Manager, by telephone at (602) 542-1492. 
 
Sincerely, 
 
 
 
Ray DiCiccio 
State Risk Manager 
 
JC/ 
 
Attachments 
 
cc: Christopher Kleminich, Rules Analyst, ADOA 



NOTICE OF FINAL RULEMAKING 

TITLE 2. ADMINISTRATION 

CHAPTER 10. DEPARTMENT OF ADMINISTRATION 

RISK MANAGEMENT DIVISION 

 
PREAMBLE 

1. Article, Part, or Section Affected (as applicable) Rulemaking Action 
R2-10-101     Amend 
R2-10-106     Amend 
R2-10-107     Amend 
R2-10-108     Amend 
R2-10-201     Amend 
R2-10-202     Amend 
R2-10-207     Amend 

 
2. Citations to the agency’s statutory rulemaking authority to include both the authorizing statute (general) and the 

implementing statute (specific): 

Authorizing statute: A.R.S. §41-703(3) 

Implementing statute: A.R.S. §41-621 

3. The effective date of the rule: 

a. If the agency selected a date earlier than the 60 day effective date as specified in A.R.S. § 41-1032(A), include 
the earlier date and state the reason or reasons the agency selected the earlier effective date as provided in 
A.R.S. § 41-1032(A)(1) through (5): 

 

b. If the agency selected a date later than the 60 day effective date as specified in A.R.S. § 41-1032(A), include 
the later date and state the reason or reasons the agency selected the later effective date as provided in A.R.S. 
§ 41-1032(B): 

 
4. Citations to all related notices published in the Register as specified in R1-1-409(A) that pertain to the record of 

the final rulemaking package: 

Notice of Rulemaking Docket Opening: 23 A.A.R. 873, April 21, 2017 

Notice of Proposed Rulemaking: 23 A.A.R. 1407, May 26, 2017 

5. The agency’s contact person who can answer questions about the rulemaking: 

Name: Ray DiCiccio, Risk Manager 

 Risk Management Division 

Address:  Arizona Department of Administration 



 100 N. 15th Avenue, 3rd Floor, Suite 301 

 Phoenix, AZ 85007 

Telephone: (602) 542-1791 

Fax: (602) 382-2300  

E-mail: ray.diciccio@azdoa.gov 

Web site: www.staterisk.az.gov 

Or 

Name: Julie Cruse, Administrative Manager 

 Risk Management Division 

Address:  Arizona Department of Administration 

 100 N. 15th Avenue, 3rd Floor, Suite 301 

 Phoenix, AZ 85007 

Telephone: (602) 542-1492 

Fax: (602) 382-2300  

E-mail: Julie.cruse@azdoa.gov. 

Web site: www.staterisk.az.gov 

6. An agency’s justification and reason why a rule should be made, amended, repealed or renumbered, to include an 
explanation about the rulemaking: 

 Staff is proposing amendments to Articles 1 – Coverage and Claims Procedure and 2 – Loss Prevention. The 
amendments will incorporate changes to definitions, ensure clarity, concise and understandable language on 
other rules that are being amended and will renumber appropriate section(s) that are being amended. 

 
7. A reference to any study relevant to the rule that the agency reviewed and either relied on or did not rely on in its 

evaluation of or justification for the rule, where the public may obtain or review each study, all data underlying 
each study, and any analysis of each study and other supporting material: 

 The agency did not utilize a study for evaluating or justifying the rulemaking. 
 
8. A showing of good cause why the rulemaking is necessary to promote a statewide interest if the rulemaking will 

diminish a previous grant of authority of a political subdivision of this state: 
 Not applicable. 
 
9. A summary of the economic, small business, and consumer impact: 

 This proposed rulemaking is an update to Title 2, Chapter 10, Article 1, “Coverage and Claims 
Procedure” and Article 2, “Loss Prevention”. The subject matter of R2-10-101 is to define specific terms 



relating to Risk Management. The proposed rulemaking will update the definitions to add “Occurrence” and 
renumber in the sequence and will meet the requirements of the Executive’s budget. The subject matter of R2-
10-106 establishes the valuation basis for property coverage and a deductible for reported property claims. 
The proposed rulemaking is to increase the deductible from $100 disappearing deductible to a $2,500 per 
occurrence deductible. The subject matter of R2-10-107 removes an unnecessary action for state agencies and 
renumbers the sequence. The subject matter of R2-10-108 makes a clarification to the deductible language 
relating to settlements. The subject matter of R2-10-201 updates the language to reflect when agencies must 
submit building plans for review. The subject matter for R2-10-202 updates language to reflect when an 
agency must contact Risk Management when purchasing specialized safety or security equipment. The 
subject matter of R2-10-207 updates, clarifies and repeals agency tracking requirements.  

 
10. A description of any changes between the proposed rulemaking, to include supplemental notices, and the final 

rulemaking: 
 None. 
 
11. An agency’s summary of the public or stakeholder comments made about the rulemaking and the agency 

response to the comments: 
 The agency held an oral proceeding on July 18, 2017. Two entities attended the meeting, ASU and UofA. There were no 

questions relating to proposed amendments nor comments.  
 
12. All agencies shall list other matters prescribed by statute applicable to the specific agency or to any specific rule 

or class of rules. Additionally, an agency subject to Council review under A.R.S. §§ 41-1052 and 41-1055 shall 

respond to the following questions: 

 

a. Whether the rule requires a permit, whether a general permit is used and if not, the reasons why a general 
permit is not used: 

 Not applicable. 
 
b. Whether a federal law is applicable to the subject of the rule, whether the rule is more stringent than federal 

law and if so, citation to the statutory authority to exceed the requirements of federal law: 
 Not applicable. 
 
c. Whether a person submitted an analysis to the agency that compares the rule’s impact of the competitiveness 

of business in this state to the impact on business in other states: 
 Not applicable. 

13. A list of any incorporated by reference material as specified in A.R.S. § 41-1028 and its location in the rule: 
 None. 
 
14. Whether the rule was previously made, amended or repealed as an emergency rule. If so, cite the notice published 

in the Register as specified in R1-1-409(A). Also, the agency shall state where the text was changed between the 
emergency and the final rulemaking packages: 

Not applicable. 

 
15. The full text of the rules follows: 



ARTICLE 1. COVERAGE AND CLAIMS PROCEDURE 

R2-10-101. Definitions 

The following definitions apply in this Chapter unless the context otherwise requires: 

1. “Agency” means a state department, board, or commission. 

2. “Agency loss prevention committee” means a panel of individuals established by the head of an agency to 

develop and oversee the agency’s loss prevention program. 

3. “Agency loss prevention coordinator” means an individual chosen by the head of an agency to implement the 

agency’s loss prevention program and who is the agency’s liaison with Risk Management. 

4. “Attorney General’s Office” means the Liability Management Section of the Attorney General’s Office 

assigned to defend claims covered by A.R.S. § 41-621. 

5. “Client” means an individual in custodial care of a provider through contract or court order with a state 

agency through programs listed in A.R.S. § 41-621(B). 

6. “Confined space” has the meaning of 29 CFR 1910.146(b) Occupational Safety and Health Standards for 

General Industry, The Industrial Commission of Arizona, Division of Occupational Safety and Health, 

February 1, 1998, which is incorporated by reference in this rule. This incorporation by reference does not 

include any later amendments or editions. Copies of the incorporation by reference are available for 

inspection at the Industrial Commission of Arizona, 800 West Washington, Phoenix, Arizona and in the 

Office of the Secretary of State, Public Service Department, 1700 West Washington, Phoenix, Arizona. 

7. “Contaminant” means a substance that is radioactive, infectious, carcinogenic, toxic, irritant, corrosive, 

sensitizer or an agent that damages the lungs, skin, eyes, mucous membranes, and other body organs.  

8. “Deductible” means the amount of a loss that the agency will pay before Risk Management is obligated to pay 

anything. 

9. “Department” means the Department of Administration, an agency of the State of Arizona. 

10. “Emergency” means an immediate health threat. 

11. “Environment” means navigable waters, surface waters, groundwater, drinking water supply, land surface or 



subsurface strata, and ambient air, within or bordering on this state. 

12. “Environmental Contractor” means a company hired by the state to conduct environmental site investigations 

and remediation work. 

13. “Environmental property claim” means a demand or payment resulting from chemical or biological damage to 

the environment. 

14. “Ergonomics” means a science of the relationship between human capability and the work environment, 

which the Department uses to design a job, task, equipment, or tool to conform comfortably within the limits 

of human capability. 

15. “Feasibility study” means a remediation plan based upon a site investigation to clean up a contaminated site 

by an environmental contractor. 

16. “Geophysical survey” means a radar, magnetic, electric, gravity, thermal, or seismic survey. 

17. “Groundwater” means water beneath the ground in sediments or permeable bedrock. 

18. “Hazardous substance or waste” means hazardous waste as defined in A.R.S. § 49-921(5). 

19. “Health threat” means evidence that exposure to a specific type and concentration of contaminant is harmful 

to human health. This evidence shall be based on at least 1 study conducted by the National Institute of 

Occupational Safety and Health or the Environmental Protection Agency in accordance with established 

scientific principles. 

20. “Incident” means an event involving an agency employee, facility, or equipment that results in an 

occupational injury or illness, personal injury, or loss of or damage to state property, or an event involving the 

public that exposes the state to a liability loss. 

21. “Loss prevention” means any action or plan intended to reduce the frequency and severity of property, 

liability, or workers’ compensation losses. 

22. “Occurrence” means an accident, incident or a series of accidents or incidents arising out of a single event or 

originating cause and includes all resultant or concomitant insured losses. 

22.23. “Passenger van” means any motor vehicle designed, modified, or otherwise capable of being configured 

to carry not less than 8 passengers and no more than 15 passengers. 



23.24. “Personal protective equipment” means any clothing, material, device, or equipment worn to protect a 

person from exposure to, or contact with, any harmful material or force. 

24.25. “Provider” means an individual or entity licensed to provide services to state clients as outlined in A.R.S. 

§ 41-621(B) that is not contractually required to indemnify and hold the state harmless. 

25.26. “Remedial action” or “remediation” means the process of cleaning up a hazardous substance or waste site 

by an environmental contractor. 

26.27. “Risk Manager” means the Administrator for the State Risk Management Program. 

27.28. “Risk Management” or “RM” means the State Risk Management Program. 

28.29. “Self-insurance” means state provided loss protection for an agency or employee funded through RM’s 

revolving fund. 

29.30. “Site assessment” means the process of completing and assessing a site investigation and a feasibility 

study. 

30.31. “Site investigation” means a detailed examination by an environmental contractor of an area of a building 

or ground suspected of being contaminated with a hazardous substance or waste. 

Historical Note 

Adopted effective July 27, 1983 (Supp. 83-4). Former Section R2-10-101 repealed, new Section R2-10-101 

adopted effective June 12, 1989 (Supp. 89-2). Amended effective December 18, 1992 (Supp. 92-4). Amended 

effective January 12, 1995 (Supp. 95-1). Amended effective September 15, 1997 (Supp. 97-3). Amended by final 

rulemaking at 6 A.A.R. 1717, effective April 20, 2000 (Supp. 00-2). 

 

R2-10-106. State-owned Property Coverage and Limitations 

A. The Department provides property loss coverage for state-owned buildings on a replacement-cost basis 

for items actually replaced or repaired. Property loss coverage for state-owned personal property is 

replacement cost less depreciation. For agencies with a total appropriated and non-appropriated budget of 

less than $1 million, Personal Property claims less than $100 are not covered will be subject to a $100 per 

occurrence deductible. A property deductible of $2,500 per occurrence shall apply to all other agencies. 



 a. Subrogation collections shall reimburse the fund from which a deductible was paid up to the 

amount of the deductible and on a primary basis. 

b. No deductible shall apply to property loss coverage afforded in accordance with A.R.S § 41-

621(B) 

B. RM shall not include the cost of labor in property loss reimbursement if state employee labor cost for 

repair or replacement is allocated from appropriated funds. RM shall determine whether to use state 

employees or contractors for repair work based upon availability. 

C. Property loss coverage includes all state-owned property except: roads, bridges, tunnels, dams, dikes, and 

retaining walls. 

Historical Note 

Adopted effective June 12, 1989 (Supp. 89-2). Former Section R2-10-106 renumbered to R2-10-105, new Section 

R2-10-106 renumbered from R2-10-105(A) and (B) and amended effective December 18, 1992 (Supp. 92-4). 

Amended effective January 12, 1995 (Supp. 95-1). Amended by final rulemaking at 6 A.A.R. 1717, effective 

April 20, 2000 (Supp. 00-2). 

R2-10-107. Liability Coverage and Limitations 

A. The following coverage and limitations apply in this Chapter: 

1. The Department provides liability coverage within the limitations of A.R.S. § 41-621 for an officer, agent, or 

employee while driving a state-owned or other vehicle in the course and scope of employment.  

a. Each agency shall ensure that an individual operating a vehicle on state business has a valid driver’s license.  

ba. Coverage shall be on a primary basis for a state-owned, leased, or rented vehicle and on an excess basis for 

any other vehicle.  

c.b. The state shall not provide coverage for damage or loss of a personal vehicle. 

2. An officer, agent, or employee operates a state-owned vehicle within the course and scope of employment if 

driving: 

a. On authorized state business, 

b. To and from work, 



c. To and from lunch on a working day, 

d. To and from meals while on out-of-town travel. 

3. An officer, agent, or employee does not operate a personal vehicle within the course and scope of 

employment when driving: 

a. To and from work, 

b. To and from lunch in the area of employment and not on authorized state business, 

c. On other than state-authorized business. 

B. A volunteer acting at the direction of a state official, within the course and scope of state-authorized 

activities, is covered under A.R.S. § 41-621. 

C. A claim alleging a civil rights violation is covered through RM, except there is no coverage for payment 

of that portion of a settlement or judgment for position status adjustments. 

D. The state shall cover an agent, officer, or employee for liability on an excess basis while using the agent, 

officer, or employee’s personal aircraft within the course and scope of employment with the state under 

the following guidelines: 

1. An agent, officer, or employee shall carry a minimum of $1,000,000 in aircraft liability coverage. 

2. RM shall approve an agent, officer, or employee pilot prior to flying on state business. To obtain this 

approval, an agent, officer, or employee shall complete an RM pilot application form that requests the pilot’s 

name, airman’s certificate number, driver’s license number, aircraft description, rating, and flying hours, and 

submit it to RM for review with a certificate of insurance evidencing the required limits of coverage on a 

personal aircraft. To maintain RM approval, an agent, officer, or employee pilot shall submit an updated pilot 

application form and certificate of insurance annually. 

3. RM shall send a letter to an agent, officer, or employee approving or rejecting an application to fly a personal 

aircraft on state business. The approval letter shall be presented to the appropriate department head and a copy 

sent to the agency’s loss prevention coordinator. 

4. An agent, officer, or employee shall maintain a current FAA pilot certification. 

5. An agent, officer, or employee shall meet the pilot warranties in the aircraft insurance policy owned by the 



state. 

6. An agent, officer, or employee shall hold all licenses, certificates, endorsements, and other qualifications, 

including proficiency checks and recent experience, required by the FAA or other federal, state, or local 

statutes and rules to act as pilot-in-command or as a required crew member for the aircraft being flown. The 

pilot-in-command shall meet current requirements for carrying passengers. 

7. Course and scope of employment with the state does not include: 

a. Personal use of an aircraft; 

b. An aircraft for hire, reward or commercial use; 

c. Agricultural operations; 

d. Carrying external loads; 

e. Performing aerial acrobatics. 

8. An agent, officer, or employee shall carry no more passengers on an aircraft than the number defined in the 

aircraft insurance policy purchased by RM.  

9. The Department shall not cover damage or loss of the agent, officer, or employee-owned aircraft. 

10. The guidelines in this Section apply to a non-state employee pilot flying on behalf of an agent, officer, or 

employee on authorized state business. 

11. All aircraft used for state business shall comply with all statutes and rules of the FAA and other federal, state, 

and local jurisdictions for flight. 

 

Historical Note 

Renumbered from R2-10-105(C) through (J) and amended effective December 18, 1992 (Supp. 92-4). Amended 

effective January 12, 1995 (Supp. 95-1).  

Section corrected to reflect amendment on file with the Office of the Secretary of State effective January 12, 1995 

(Supp. 97-1). Amended by final rulemaking at 6 A.A.R. 1717, effective April 20, 2000 (Supp. 00-2). 

 

R2-10-108. Deductibles and Waivers 



A. Agency Claim Settlement or Judgment More Than $150,000. 

1. The Department shall charge each agency a deductible of not more than $10,000 on each claim settlement or 

judgment approved for payment of $150,000.00.more than $150,000. 

2. RM shall waive the deductible if the agency provides a response to RM containing an agency action plan to 

be taken to eliminate or limit similar future risk to the state, and: 

a. The agency action plan is submitted to RM within 60 days of the agency’s notification of claim approval or 

payment. The agency action plan shall include the following; 

i. Findings outlining the cause or causes of the claim; 

ii. Actions that will be implemented to prevent recurrence of similar losses or claims; 

iii. Development of action items and time lines for completion; and  

iv. Appointment of an agency contact to act as a liaison for all matters relating to the plan. 

b. RM approves the agency action plan as reasonable and effective; and 

c. The agency implements the plan within 30 days of RM approval, and provides periodic status reports as 

outlined in the approved Agency Action Plan. 

3. If the agency fails to comply with all the conditions outlined in subsection (A)(2), RM shall charge a 

deductible of $10,000 on the subject judgment or claim payment as well as each subsequent claim resulting 

from that cause or exposure until the agency fully complies with subsection (A)(2). 

B. RM may waive any deductible to any agency for just cause. Just cause may exist when the application of 

a deductible is not warranted due to the circumstances of the claim, or is in the best interest of the state. 

C. If a dispute arises between RM and the agency pertaining to this Section, one or more meetings shall be 

held at progressively upward, incremental Department of Administration management levels until the 

agency and RM reach a solution. 

Historical Note 

Adopted effective September 15, 1997 (Supp. 97-3). Amended by final rulemaking at 6 A.A.R. 1717, effective 

April 20, 2000 (Supp. 00-2). Amended by final rulemaking at 12 A.A.R. 4384, effective January 6, 2007 (Supp. 

06-4). 



 

ARTICLE 2. LOSS PREVENTION 

R2-10-201. Submission of Building Plans 

If an agency anticipates the cost to construct, alter, or repair a state-owned or leased building to exceed 

$25,000$100,000, the agency shall submit building plans to RM prior to a pre-planning conference with an 

architect to allow RM to offer recommendations for loss prevention measures. 

Historical Note 

Adopted effective July 27, 1983 (Supp. 83-4). Amended effective June 12, 1989 (Supp. 89-1). Amended effective 

December 18, 1992 (Supp. 92-4). Amended effective January 12, 1995 (Supp. 95-1). Amended by final 

rulemaking at 6 A.A.R. 1717, effective April 20, 2000 (Supp. 00-2). 

R2-10-202. Purchase of Specialized Hazard Control Equipment 

A. An agency shall notify the RM Loss Prevention Manager prior to starting the procurement process for any 

specialized safety or security equipment or system exceeding $10,000$50,000. RM shall assist each 

agency to determine whether the equipment or system will adequately perform its specialized function 

and is in compliance with applicable codes. 

Historical Note 

Adopted effective July 27, 1983 (Supp. 83-4). Amended effective June 12, 1989 (Supp. 89-2). Amended effective 

December 18, 1992 (Supp. 92-4). Amended effective January 12, 1995 (Supp. 95-1). Amended by final 

rulemaking at 6 A.A.R. 1717, effective April 20, 2000 (Supp. 00-2). 

R2-10-207. Agency Loss Prevention Program Elements 

Each agency loss prevention committee or individuals designated by the agency head shall develop, implement, 

and monitor the following loss prevention program elements of an occupational health and safety program (as 

applicable to their agency): 

1. The agency loss prevention policy statement; 

2.1. New employee and continuous in-service training programs that include: 



a. Safety and loss prevention education regarding property protection, liability exposure, and workplace safety; 

b. Agency-specific safety training regarding emergency plans, actions, and first-aid; and 

c. Job-specific safety training to employees performing tasks where: 

i. Frequent or severe accidents have occurred; or 

ii. There is a potential for frequent or severe accidents. 

3.2. Documentation and recordkeeping of employee training; 

4.3. An emergency plan for each agency location that establishes procedures to follow in the event of serious 

injury, fire, or other emergency that can be reasonably foreseen at the specific agency location. The 

emergency plan shall: 

a. Designate an employee responsible for formulating, implementing, testing, and maintaining the emergency 

plan; 

b. Contain procedures for notification of emergency response personnel and safe evacuation of personnel from 

the location, including an evacuation diagram that shall be visibly posted throughout each location; 

c. Contain procedures for obtaining first-aid, medical treatment, and emergency transportation in the event of 

serious injury; and 

d. Require that the plan be periodically tested and evaluated and identified deficiencies corrected; 

5.4. Procedures for scheduled safety inspections of buildings, grounds, equipment, and machinery. An agency 

shall document the results of each inspection and forward notice of any deficiencies to the loss prevention 

coordinator for corrective action. The agency loss prevention committee or coordinator shall follow-up on 

inspection recommendations to ensure action is taken to remedy a noted deficiency. The agency loss 

prevention committee or coordinator shall bring an uncorrected deficiency to the attention of the agency head; 

6.5. Procedures for accident and incident investigations: 

a. An agency shall develop procedures for reporting an accident or incident involving personnel, property, 

automobile, liability, industrial injury, environmental damage, and a mishap or near miss to the agency’s loss 

prevention coordinator or loss prevention committee. The loss prevention coordinator and loss prevention 

committee shall review the accident and incident reports and identify the corrective action necessary to prevent 



recurrence; 

b. Procedures for reporting, investigating, and recording maintenance of a work-related accident or incident shall 

include: 

i. Timely and accurate reporting of each work-related accident or incident; 

ii. Investigation of each accident or incident to gather pertinent information, determine cause, and 

recommend a solution to prevent recurrence of a similar accident or incident; 

iii. Compiling, analyzing, and evaluating all data derived from the investigation to determine the frequency, 

severity, and location of an accident or incident and communicating the information to appropriate agency 

personnel; and 

iv. Maintaining records of employee injury under A.A.C. R20-5-629; 

7.6. A maintenance program for state-owned vehicles, equipment, and grounds under the control of that agency 

that includes: 

a. A preventive maintenance program with a written schedule of routine inspection, adjustment, cleaning, 

lubrication, and testing of equipment including boilers and machinery, fire protection, security and emergency 

equipment, and motor vehicles; 

b. Safety procedures such as “lock-out-tagout” and “buddy procedures” for jobs subject to a serious accident 

such as those involving working in a confined space, operating dangerous equipment and machinery, and working 

on electrical equipment; and 

c. Personal protective equipment for a specific job or area including training on proper fit, use, care, 

maintenance, inspection, cleaning, and storage; 

8.7. A fire protection program that complies with the Arizona State Fire Code, located in A.A.C. Title 4, Chapter 

36. This program shall incorporate best practices and standards that protect state of Arizona employees, the 

general public, and resources entrusted to the agency. 

9.8. Systems and procedures to protect the personal security of each employee and prevent loss of or damage to 

state property, including: 

a. Security escorts, exterior lighting, identification badges, and electronic access systems; 



b. Labeling systems, inventory control procedures, property removal procedures, and key control systems; and 

c. Building and ground security systems, alarms systems, electronic surveillance, perimeter fencing, and security 

patrol services. 

10.9. A land, facility, equipment, or process environmental protection program that includes: 

a. Procedures to ensure compliance with all applicable local, state, and federal environmental laws; 

b. Identification of equipment, processes, and practices that may cause water pollution, air pollution, or land and 

property contamination; 

c. Procedures to prevent or control emissions and discharges in excess of local, state, and federal laws and rules; 

and 

d. Procedures to investigate, report, and remediate any discharge or contamination in excess of local, state, or 

federal laws and rules; 

11.10. An industrial hygiene program that encompasses an existing or potential health hazard within an agency, 

or that agency personnel may be exposed to during the course of work. The program shall include a 

documented survey of agency facilities and work practices to identify areas of concern such as noise, air 

contamination, ergonomic factors, lighting and confined spaces. The program shall include procedures to 

notify employees of health hazards, medical monitoring when applicable, and personal protective equipment 

requirements including training, fit testing, and care. The industrial hygiene program shall include the 

following program elements as applicable: 

a. Hazard communication; 

b. Laboratory safety (Chemical Hygiene Plan); 

c. Hearing conservation; 

d. Confined space entry; 

e. Handling and disposing of hazardous waste; 

f. Back protection; 

g. Ergonomics; 

h. Asbestos management; 



i. Building air quality; 

j. Chemical exposure assessment; 

k. Personal protective equipment; 

l. Respiratory protection; 

m. Bloodborne pathogen protection; and 

n. Tuberculosis protection; 

12.11. Motor vehicle safety program. For the purpose of this Section, an authorized driver is an employee whose 

job position description questionnaire or similar document requires the use of a vehicle; an employee who 

operates a state vehicle; or an employee who operates a leased, rented or personal vehicle where the state 

provides 100% of that vehicle lease, rental or operational costs. 

a. Standards: Each agency shall develop standards to ensure that an authorized driver who drives on state 

business is capable of operating a motor vehicle in a safe manner. At a minimum, the program shall include the 

following standards: 

i. An authorized driver shall use and ensure use of seat belts by all occupants, as required by law. 

ii. An authorized driver shall possess a valid driver’s license of the appropriate class with any required 

endorsements. 

iii. An authorized driver who operates a personally owned vehicle on state business shall maintain the 

statutorily required liability insurance. 

b. Defensive driver training: The agency shall develop and implement programs and procedures to ensure that 

authorized drivers attend defensive driver training no later than three months from initial hire date or appointment 

to a position requiring the operation of a motor vehicle. All other authorized drivers who have not attended 

defensive driver training within the 36 months prior to August 5, 2007 shall attend defensive driver training 

within 12 months of this date. Defensive driver training and defensive driver refresher training shall cover, at a 

minimum, the following topics: 

i. Defensive driving techniques, 

ii. Traffic and vehicle regulations, 



iii. Driver and passenger restraints, 

iv. Inclement weather and night-vision driving hazards, 

v. Dealing with emergencies, 

vi. Alcohol and drug use hazards and laws, 

vii. Vehicle insurance and financial responsibility, and  

viii. Motor Vehicle Record (MVR) Check. 

 RM may provide Defensive Driver/Van Safety training assistance or coordination upon request of the agency 

or the agency may elect to develop and implement agency-specific training. 

c. Defensive driver refresher training: The agency shall have a designated responsible party to ensure that 

authorized drivers attend defensive driver refresher training at a minimum every four years.  

d.c. Records: The agency shall ensure records are maintained regarding training under subsections (b), (c) and (e) 

that reflect topics, date of training, instructor name and qualifications of instructor, length of training, location of 

training, participant’s name, and job title. 

e.d. Passenger van and specialty vehicle training: In addition to subsection (b), the agency shall include a training 

element for drivers of passenger or cargo vans that are designed, modified, or could otherwise be configured for 

an occupancy of nine to 15 persons (including the driver). The training component for vans shall include: 

classroom instruction, behind-the-wheel instruction (on the road, on a closed course or using a driving simulator) 

and a certificate or card of completion. For a motorized specialty vehicle or specialty mobile equipment, the 

agency shall ensure that instruction is conducted before initial operation of the vehicle or equipment. The 

instruction shall be based on nationally recognized industry standards and training time lines or manufacturer’s 

operator instructions. For the purpose of this subsection, a motorized “specialty vehicle” or “specialty mobile 

equipment” means a conveyance designed for the transport of people or cargo that is not licensed or intended for 

use on public roadways. 

f. Vehicle maintenance and inspections: The agency shall develop and implement a preventive maintenance and 

inspection element for vehicles. At a minimum, the agency shall ensure that maintenance and inspection staff use 

preventive maintenance schedules and repair records. Vehicle inspections shall comply with all state and federal 



inspection standards for the vehicles being inspected. The agency shall ensure that all state-owned motor vehicles 

utilized for state business are inspected and maintained in a safe operating condition. 

g.e. Vehicle incident review: An agency shall ensure that the motor fleet safety program includes a vehicle 

incident review element. A Vehicle Incident Review Committee shall conduct a review of each incident that 

involves collision or damage to determine the cause and preventability of the incident, and recommend any 

corrective action to prevent recurrence. If the committee determines the incident was preventable, the driver shall 

attend defensive driver refresher training within three months of committee determination. Based on the 

circumstances, the agency head may direct additional corrective action. An authorized driver involved in any 

motor vehicle collision on state business shall promptly notify the authorized driver’s immediate supervisor. 

h.f. Driving record review: An agency shall develop and implement procedures for the review of an authorized 

driver’s record maintained by the Motor Vehicle Division (MVD) of the Arizona Department of Transportation 

(ADOT). The agency shall establish a schedule for reviewing driving records based on agency-specific exposures 

and RM claims history data. The agency shall ensure that the driving record of each authorized driver is reviewed 

at least annually. The review shall cover the most recent 39-month period. For driving record reviews, each 

authorized driver shall, upon request, provide name, driver license number, expiration date and date of birth.   A 

copy of a driving record release form is available upon request from RM. An authorized driver shall promptly 

notify the authorized driver’s immediate supervisor of any license suspension, revocation, or restriction placed on 

the driver’s license or privilege to drive a motor vehicle. If the license of an authorized driver is suspended or 

revoked, authorization to drive on state business is suspended on the date of driver’s license suspension or 

revocation and remains suspended until the date of driver’s license reinstatement. If a review of a driving record 

reveals one or more convictions totaling six or more points for the 39-month period, the appropriate agency 

management shall be notified. The driver shall attend defensive driver training or similar action designed to 

improve the person’s driving skills. For the purpose of this Section, RM considers similar action to be successful 

completion of the MVD Traffic Survival School within 12 months of the record review. 

i.g. Driving record review guidelines and criteria: Agencies may develop criteria that meet or exceed the 

requirements of this Section relating to accumulated MVD points or driving behavior. At a minimum, the 



following criteria are to be followed when evaluating a 39-month driving record and recommending agency 

action: 

i. 5 or fewer points = Acceptable record: Continue annual driving record and driver insurance status checks. 

ii. 6 to 7 points = Conditional record: Conduct driving record and driver insurance status checks at least 

twice a year. Driver attends defensive driver training or similar action designed to improve driving skill. 

iii. 8 or more points = High-risk record: Request that the agency head limit driving on state business. If an 

agency head allows the authorized driver to drive on state business, the agency head shall provide to the 

driver, in writing, the limitations and the duration of the authorization to drive. An agency head shall not 

circumvent an order or action of the Motor Vehicle Division or any court. 

13.12. A safety and security standard for a construction site where state employees work, that includes: 

a. Site-specific safety rules and procedures for the type of risks expected to be encountered on the site; 

b. Routine inspection of construction sites to ensure compliance with local, state, and federal safety laws and 

rules; 

c. Training of each employee in safe practices and procedures; 

d. Availability of first-aid, medical, and emergency equipment and services at the construction site, including 

arrangements for emergency transportation; 

e. Procedures to prevent theft, vandalism, and other losses at the construction site; and 

f. Periodic testing and evaluation of the plan and correction of identified deficiencies. 

Historical Note 

Adopted effective December 18, 1992 (Supp. 92-4). Amended effective January 12, 1995 (Supp. 95-1). Amended 

by final rulemaking at 6 A.A.R. 1717, effective April 20, 2000 (Supp. 00-2). Amended by final rulemaking at 13 

A.A.R. 2043, effective August 4, 2007 (Supp. 07-2). 
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ARTICLE 1. COVERAGE AND CLAIMS PROCEDURE
R2-10-101. Definitions
The following definitions apply in this Chapter unless the context
otherwise requires:

1. “Agency” means a state department, board, or commis-
sion.

2. “Agency loss prevention committee” means a panel of
individuals established by the head of an agency to
develop and oversee the agency’s loss prevention pro-
gram.

3. “Agency loss prevention coordinator” means an individ-
ual chosen by the head of an agency to implement the
agency’s loss prevention program and who is the
agency’s liaison with Risk Management.

4. “Attorney General’s Office” means the Liability Manage-
ment Section of the Attorney General’s Office assigned to
defend claims covered by A.R.S. § 41-621.

5. “Client” means an individual in custodial care of a pro-
vider through contract or court order with a state agency
through programs listed in A.R.S. § 41-621(B).

6. “Confined space” has the meaning of 29 CFR
1910.146(b) Occupational Safety and Health Standards
for General Industry, The Industrial Commission of Ari-
zona, Division of Occupational Safety and Health, Febru-
ary 1, 1998, which is incorporated by reference in this
rule. This incorporation by reference does not include any
later amendments or editions. Copies of the incorporation
by reference are available for inspection at the Industrial
Commission of Arizona, 800 West Washington, Phoenix,
Arizona and in the Office of the Secretary of State, Public
Service Department, 1700 West Washington, Phoenix,
Arizona.

7. “Contaminant” means a substance that is radioactive,
infectious, carcinogenic, toxic, irritant, corrosive, sensi-
tizer or an agent that damages the lungs, skin, eyes,
mucous membranes, and other body organs. 

8. “Deductible” means the amount of a loss that the agency
will pay before Risk Management is obligated to pay any-
thing.

9. “Department” means the Department of Administration,
an agency of the State of Arizona.

10. “Emergency” means an immediate health threat.
11. “Environment” means navigable waters, surface waters,

groundwater, drinking water supply, land surface or sub-
surface strata, and ambient air, within or bordering on this
state.

12. “Environmental Contractor” means a company hired by
the state to conduct environmental site investigations and
remediation work.

13. “Environmental property claim” means a demand or pay-
ment resulting from chemical or biological damage to the
environment.

14. “Ergonomics” means a science of the relationship
between human capability and the work environment,
which the Department uses to design a job, task, equip-
ment, or tool to conform comfortably within the limits of
human capability.

15. “Feasibility study” means a remediation plan based upon
a site investigation to clean up a contaminated site by an
environmental contractor.

16. “Geophysical survey” means a radar, magnetic, electric,
gravity, thermal, or seismic survey.

17. “Groundwater” means water beneath the ground in sedi-
ments or permeable bedrock.

18. “Hazardous substance or waste” means hazardous waste
as defined in A.R.S. § 49-921(5).

19. “Health threat” means evidence that exposure to a spe-
cific type and concentration of contaminant is harmful to
human health. This evidence shall be based on at least 1
study conducted by the National Institute of Occupational
Safety and Health or the Environmental Protection
Agency in accordance with established scientific princi-
ples.

20. “Incident” means an event involving an agency
employee, facility, or equipment that results in an occupa-
tional injury or illness, personal injury, or loss of or dam-
age to state property, or an event involving the public that
exposes the state to a liability loss.

21. “Loss prevention” means any action or plan intended to
reduce the frequency and severity of property, liability, or
workers’ compensation losses.

22. “Passenger van” means any motor vehicle designed,
modified, or otherwise capable of being configured to
carry not less than 8 passengers and no more than 15 pas-
sengers.

23. “Personal protective equipment” means any clothing,
material, device, or equipment worn to protect a person
from exposure to, or contact with, any harmful material
or force.

24. “Provider” means an individual or entity licensed to pro-
vide services to state clients as outlined in A.R.S. § 41-
621(B) that is not contractually required to indemnify and
hold the state harmless.

25. “Remedial action” or “remediation” means the process of
cleaning up a hazardous substance or waste site by an
environmental contractor.

26. “Risk Manager” means the Administrator for the State
Risk Management Program.

27. “Risk Management” or “RM” means the State Risk Man-
agement Program.

28. “Self-insurance” means state provided loss protection for
an agency or employee funded through RM’s revolving
fund.

29. “Site assessment” means the process of completing and
assessing a site investigation and a feasibility study.

30. “Site investigation” means a detailed examination by an
environmental contractor of an area of a building or
ground suspected of being contaminated with a hazardous
substance or waste.

Historical Note
Adopted effective July 27, 1983 (Supp. 83-4). Former 
Section R2-10-101 repealed, new Section R2-10-101 

adopted effective June 12, 1989 (Supp. 89-2). Amended 
effective December 18, 1992 (Supp. 92-4). Amended 

effective January 12, 1995 (Supp. 95-1). Amended effec-
tive September 15, 1997 (Supp. 97-3). Amended by final 

rulemaking at 6 A.A.R. 1717, effective April 20, 2000 
(Supp. 00-2).

R2-10-102. Reporting Procedures
A. An agency or provider shall report a property loss, liability

claim, or incident that may give rise to a claim under A.R.S. §
41-621 to RM as follows:
1. A physical injury within 1 day of the incident orally, in

writing, or by electronic means.
2. Property damage expected to exceed $10,000 within 1

day of the incident orally, in writing, or by electronic
means.

3. Property loss expected to exceed $10,000 within 1 day of
the incident orally, in writing, or by electronic means.

4. All other claims or incidents within 10 days of the inci-
dent in writing or by electronic means.
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B. An agency, officer, agent, or employee of the state receiving a
claim, notice, summons, complaint or other process by any
claimant or representative shall immediately forward the claim
to RM. This applies to all claims for injuries or damages
whether the reporting party believes there to be a factual basis
for the claim, but excludes contract lawsuits or other matters
not covered under A.R.S. § 41-621.

C. An agency officer, agent, or employee shall cooperate under
A.R.S. § 41-621(M) with RM, the Attorney General’s office
and their representatives and shall provide all information and
materials RM requests to investigate and resolve a claim.

D. An agency shall submit a report of a loss on the following RM
forms:
1. A loss involving a state-owned vehicle or a state driver on

the “Automobile Loss Report”. Information required
includes: the agency involved, facts of the incident, the
vehicles involved, description of injuries to individuals,
names of witnesses, and the police agency that investi-
gated the incident.

2. A loss involving private property damage, or injury to a
member of the public as a result of alleged negligence of
a state officer, agent or employee other than a loss arising
out of use of a motor vehicle, on a “General Liability
Report”. Information including the agency and employ-
ees involved, facts of the incident, name of the claimant,
and description of the claimant’s injuries, witnesses to the
incident, and the name of the police agency that investi-
gated the incident.

3. A loss to state property, whether personal property (other
than motor vehicles) or real property, on the “Property
Loss Report”. Information includes the agency and
employees involved, facts of the incident, description of
the damaged property, the party responsible for the loss,
names of witnesses, and the police agency investigating
the loss.

4. A loss to employee-owned property covered under
A.R.S. § 41-621(A)(4) on the “Property Loss Report”.
Information necessary to document the loss and calculate
the actual dollar value of the claim is required. In addi-
tion, the employee shall submit a copy of any written
agreement between the employee and the employing state
agency authorizing the use of the employee-owned prop-
erty on the job, and a copy of the Personal Property
Inventory form (PROPINV) maintained by the employ-
ing state agency.

Historical Note
Adopted effective July 27, 1983 (Supp. 83-4). Amended 
effective June 12, 1989 (Supp. 89-2). Amended effective 
December 18, 1992 (Supp. 92-4). Amended effective Jan-
uary 12, 1995 (Supp. 95-1). Amended by final rulemak-

ing at 6 A.A.R. 1717, effective April 20, 2000 (Supp. 00-
2).

R2-10-103. Liability Claim Procedures
A. RM shall investigate all reported liability claims to determine

coverage. RM shall notify the appropriate insurance carrier, if
applicable, and evaluate the merits of self-insured claims and
coordinate defense and settlements under A.R.S. § 41-621.

B. State employees shall direct all contacts concerning any liabil-
ity claim against the state, its agencies, officers, agents, or
employees by a third party to RM, the Attorney General’s
office, or an independent contractor representing either of
those offices.

C. Unless authorized by law, an agency, officer, or employee shall
obtain prior approval from the Risk Manager, Attorney Gen-
eral’s office before disclosure of oral discussions, written

reports of claims, or lawsuits to anyone other than state-autho-
rized personnel. Prior permission for each discussion or report
is necessary to comply with this subsection.

Historical Note
Adopted effective July 27, 1983 (Supp. 83-4). Amended 
effective June 12, 1989 (Supp. 89-2). Amended effective 
December 18, 1992 (Supp. 92-4). Amended effective Jan-
uary 12, 1995 (Supp. 95-1). Amended by final rulemak-

ing at 6 A.A.R. 1717, effective April 20, 2000 (Supp. 00-
2).

R2-10-104. Self-insured Property Claim Procedures
A. RM shall not cover a property loss covered under the terms of

the state’s self-insurance program for state agencies if the loss
is not reported to RM as required by R2-10-102(A), or is
reported later than 90 days following discovery of the incident.
RM shall cover a property loss only if there is proper docu-
mentation as to the cause and dollar amount of the loss. RM
shall only cover those claims with documentation submitted to
RM within 1 year of the date of discovery. If a loss to a build-
ing or structure requires more than one year to repair or
replace, the Risk Manager may grant an extension of time to
document the amount of the loss. An agency shall submit a
request for an extension in writing to the Risk Manager no
later than 11 months from the date of loss. The request shall
contain clear justification for the delay, and a projected date of
completion.

B. RM shall investigate all reported property claims to determine
coverage (and notify the appropriate excess insurance carrier if
applicable) and coordinate settlements under A.R.S. § 41-621.

C. RM or, upon request, the agency involved, shall obtain com-
petitive bids for the necessary repairs or replacement. RM
shall authorize and approve all repair or replacement.

D. RM shall review and approve consulting services, when
required of a architect or engineer who are advising the state
on the repair, replacement, or construction of state buildings
that have been partially or totally damaged and that are to be
paid for by RM funds.

Historical Note
Adopted effective July 27, 1983 (Supp. 83-4). Amended 
effective June 12 1989 (Supp.89-1). Amended effective 

December 18, 1992 (Supp. 92-4). Amended effective Jan-
uary 12, 1995 (Supp. 95-1). Amended by final rulemak-

ing at 6 A.A.R. 1717, effective April 20, 2000 (Supp. 00-
2).

R2-10-105. Employment Discrimination Claim Procedures
A. Upon receipt of a notice of discrimination charge, the agency

or employee shall:
1. Within 7 days, send a copy of the charge to RM and the

Attorney General’s office.
2. Contact the Attorney General’s office for any required

legal assistance during the administrative process.
3. Provide to RM a completed copy of any response, prior to

filing. RM shall review the information contained in the
response and assist in resolution during administrative
process.

B. The agency shall provide a copy of a decision or Right to Sue
Letter to RM within 7 days.

Historical Note
Adopted effective July 27, 1983 (Supp. 83-4). Amended 
effective June 12, 1989 (Supp. 89-2). Former Section R2-

10-105 renumbered to Sections R2-10-106 and R2-10-
107, new Section R2-10-105 renumbered from R2-10-
106 and amended effective December 18, 1992 (Supp. 
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92-4). Amended effective January 12, 1995 (Supp. 95-1). 
Amended by final rulemaking at 6 A.A.R. 1717, effective 

April 20, 2000 (Supp. 00-2).

R2-10-106. State-owned Property Coverage and Limitations
A. The Department provides property loss coverage for state-

owned buildings on a replacement-cost basis for items actually
replaced or repaired. Property loss coverage for state-owned
personal property is replacement cost less depreciation. Per-
sonal property claims less than $100 are not covered.

B. RM shall not include the cost of labor in property loss reim-
bursement if state employee labor cost for repair or replace-
ment is allocated from appropriated funds. RM shall determine
whether to use state employees or contractors for repair work
based upon availability.

C. Property loss coverage includes all state-owned property
except: roads, bridges, tunnels, dams, dikes, and retaining
walls.

Historical Note
Adopted effective June 12, 1989 (Supp. 89-2). Former 

Section R2-10-106 renumbered to R2-10-105, new Sec-
tion R2-10-106 renumbered from R2-10-105(A) and (B) 
and amended effective December 18, 1992 (Supp. 92-4). 

Amended effective January 12, 1995 (Supp. 95-1). 
Amended by final rulemaking at 6 A.A.R. 1717, effective 

April 20, 2000 (Supp. 00-2).

R2-10-107. Liability Coverage and Limitations
A. The following coverage and limitations apply in this Chapter:

1. The Department provides liability coverage within the
limitations of A.R.S. § 41-621 for an officer, agent, or
employee while driving a state-owned or other vehicle in
the course and scope of employment. 
a. Each agency shall ensure that an individual operat-

ing a vehicle on state business has a valid driver’s
license. 

b. Coverage shall be on a primary basis for a state-
owned, leased, or rented vehicle and on an excess
basis for any other vehicle. 

c. The state shall not provide coverage for damage or
loss of a personal vehicle.

2. An officer, agent, or employee operates a state-owned
vehicle within the course and scope of employment if
driving:
a. On authorized state business,
b. To and from work,
c. To and from lunch on a working day,
d. To and from meals while on out-of-town travel.

3. An officer, agent, or employee does not operate a per-
sonal vehicle within the course and scope of employment
when driving:
a. To and from work,
b. To and from lunch in the area of employment and

not on authorized state business,
c. On other than state-authorized business.

B. A volunteer acting at the direction of a state official, within the
course and scope of state-authorized activities, is covered
under A.R.S. § 41-621.

C. A claim alleging a civil rights violation is covered through
RM, except there is no coverage for payment of that portion of
a settlement or judgment for position status adjustments.

D. The state shall cover an agent, officer, or employee for liability
on an excess basis while using the agent, officer, or
employee’s personal aircraft within the course and scope of
employment with the state under the following guidelines:

1. An agent, officer, or employee shall carry a minimum of
$1,000,000 in aircraft liability coverage.

2. RM shall approve an agent, officer, or employee pilot
prior to flying on state business. To obtain this approval,
an agent, officer, or employee shall complete an RM pilot
application form that requests the pilot’s name, airman’s
certificate number, driver’s license number, aircraft
description, rating, and flying hours, and submit it to RM
for review with a certificate of insurance evidencing the
required limits of coverage on a personal aircraft. To
maintain RM approval, an agent, officer, or employee
pilot shall submit an updated pilot application form and
certificate of insurance annually.

3. RM shall send a letter to an agent, officer, or employee
approving or rejecting an application to fly a personal air-
craft on state business. The approval letter shall be pre-
sented to the appropriate department head and a copy sent
to the agency’s loss prevention coordinator.

4. An agent, officer, or employee shall maintain a current
FAA pilot certification.

5. An agent, officer, or employee shall meet the pilot war-
ranties in the aircraft insurance policy owned by the state.

6. An agent, officer, or employee shall hold all licenses, cer-
tificates, endorsements, and other qualifications, includ-
ing proficiency checks and recent experience, required by
the FAA or other federal, state, or local statutes and rules
to act as pilot-in-command or as a required crew member
for the aircraft being flown. The pilot-in-command shall
meet current requirements for carrying passengers.

7. Course and scope of employment with the state does not
include:
a. Personal use of an aircraft;
b. An aircraft for hire, reward or commercial use;
c. Agricultural operations;
d. Carrying external loads;
e. Performing aerial acrobatics.

8. An agent, officer, or employee shall carry no more pas-
sengers on an aircraft than the number defined in the air-
craft insurance policy purchased by RM. 

9. The Department shall not cover damage or loss of the
agent, officer, or employee-owned aircraft.

10. The guidelines in this Section apply to a non-state
employee pilot flying on behalf of an agent, officer, or
employee on authorized state business.

11. All aircraft used for state business shall comply with all
statutes and rules of the FAA and other federal, state, and
local jurisdictions for flight.

Historical Note
Renumbered from R2-10-105(C) through (J) and 

amended effective December 18, 1992 (Supp. 92-4). 
Amended effective January 12, 1995 (Supp. 95-1). 

Section corrected to reflect amendment on file with the 
Office of the Secretary of State effective January 12, 

1995 (Supp. 97-1). Amended by final rulemaking at 6 
A.A.R. 1717, effective April 20, 2000 (Supp. 00-2).

R2-10-108. Deductibles and Waivers
A. Agency Claim Settlement or Judgment More Than $150,000.

1. The Department shall charge each agency a deductible of
not more than $10,000 on each claim settlement or judg-
ment approved for payment of $150,000.00.

2. RM shall waive the deductible if the agency provides a
response to RM containing an agency action plan to be
taken to eliminate or limit similar future risk to the state,
and:
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a. The agency action plan is submitted to RM within
60 days of the agency’s notification of claim
approval or payment. The agency action plan shall
include the following;
i. Findings outlining the cause or causes of the

claim;
ii. Actions that will be implemented to prevent

recurrence of similar losses or claims;
iii. Development of action items and time lines for

completion; and 
iv. Appointment of an agency contact to act as a

liaison for all matters relating to the plan.
b. RM approves the agency action plan as reasonable

and effective; and
c. The agency implements the plan within 30 days of

RM approval, and provides periodic status reports as
outlined in the approved Agency Action Plan.

3. If the agency fails to comply with all the conditions out-
lined in subsection (A)(2), RM shall charge a deductible
of $10,000 on the subject judgment or claim as well as
each subsequent claim resulting from that cause or expo-
sure until the agency fully complies with subsection
(A)(2).

B. RM may waive any deductible to any agency for just cause.
Just cause may exist when the application of a deductible is
not warranted due to the circumstances of the claim, or is in
the best interest of the state.

C. If a dispute arises between RM and the agency pertaining to
this Section, one or more meetings shall be held at progres-
sively upward, incremental Department of Administration
management levels until the agency and RM reach a solution.

Historical Note
Adopted effective September 15, 1997 (Supp. 97-3). 

Amended by final rulemaking at 6 A.A.R. 1717, effective 
April 20, 2000 (Supp. 00-2). Amended by final rulemak-
ing at 12 A.A.R. 4384, effective January 6, 2007 (Supp. 

06-4).

R2-10-109. Computation of Time
In computing any period of time prescribed or allowed in this Chap-
ter, the day from which the designated period begins to run shall not
be included. The last day of the period shall be included unless it is
a Saturday, Sunday or legal state holiday. When the period of time
is less than 7 days, intermediate Saturdays, Sundays, and legal state
holidays shall be excluded in the computation.

Historical Note
New Section adopted by final rulemaking at 6 A.A.R. 

1717, effective April 20, 2000 (Supp. 00-2).

ARTICLE 2. LOSS PREVENTION
R2-10-201. Submission of Building Plans
If an agency anticipates the cost to construct, alter, or repair a state-
owned or leased building to exceed $25,000, the agency shall sub-
mit building plans to RM prior to a pre-planning conference with an
architect to allow RM to offer recommendations for loss prevention
measures.

Historical Note
Adopted effective July 27, 1983 (Supp. 83-4). Amended 
effective June 12, 1989 (Supp. 89-1). Amended effective 
December 18, 1992 (Supp. 92-4). Amended effective Jan-
uary 12, 1995 (Supp. 95-1). Amended by final rulemak-

ing at 6 A.A.R. 1717, effective April 20, 2000 (Supp. 00-
2).

R2-10-202. Purchase of Specialized Hazard Control Equip-

ment
A. An agency shall notify the RM Loss Prevention Manager prior

to starting the procurement process for any specialized safety
or security equipment or system exceeding $10,000. RM shall
assist each agency to determine whether the equipment or sys-
tem will adequately perform its specialized function and is in
compliance with applicable codes.

B. RM shall submit any comments or recommendations regard-
ing specialized safety or security equipment or system to the
agency within 10 days from the date RM receives notification
of a planned procurement. 

Historical Note
Adopted effective July 27, 1983 (Supp. 83-4). Amended 
effective June 12, 1989 (Supp. 89-2). Amended effective 
December 18, 1992 (Supp. 92-4). Amended effective Jan-
uary 12, 1995 (Supp. 95-1). Amended by final rulemak-

ing at 6 A.A.R. 1717, effective April 20, 2000 (Supp. 00-
2).

R2-10-203. Hazard Reporting
Any agency, officer, agent, or employee shall advise a supervisor,
loss prevention coordinator, or loss prevention committee chairper-
son of any suspected or potential hazards that may require inspec-
tion, investigation, or requires action to correct. A supervisor shall
report an identified hazard that cannot be corrected to the agency
head. The agency head shall notify RM of any hazard that cannot be
corrected by the agency or that requires further evaluation and
assessment before corrective action can be taken.

Historical Note
Adopted effective July 27, 1983 (Supp. 83-4). Amended 
effective June 12, 1989 (Supp. 89-2). Amended effective 
December 18, 1992 (Supp. 92-4). Amended effective Jan-
uary 12, 1995 (Supp. 95-1). Amended by final rulemak-

ing at 6 A.A.R. 1717, effective April 20, 2000 (Supp. 00-
2).

R2-10-204. RM Loss Prevention Consultative Services
A. The Risk Manager shall schedule, evaluate, and assess each

state agency’s loss prevention programs and facilities to iden-
tify program deficiencies or hazardous conditions that might
lead to loss. Following an evaluation or assessment, RM shall
submit a written report to the agency head and loss prevention
coordinator, with recommendations to eliminate or control
physical hazards or correct unsafe practices and procedures.

B. An agency shall respond in writing to RM recommendations
detailing the agency’s corrective action plan within 60 days.
The agency shall review the recommendations to determine
cost feasibility and integration into agency plans. The agency
shall notify RM of the corrective action it intends to take. An
agency shall report in writing every 30 days until the agency
completes corrective action or Risk Management determines
the agency has taken all reasonable corrective action.

C. Subsection (B) does not apply to an RM recommendation in
response to an agency request for a hazard assessment.

Historical Note
Adopted effective July 27, 1983 (Supp. 83-4). Amended 
effective June 12, 1989 (Supp. 89-2). Amended effective 
December 18, 1992 (Supp. 92-4). Amended effective Jan-
uary 12, 1995 (Supp. 95-1). Amended by final rulemak-

ing at 6 A.A.R. 1717, effective April 20, 2000 (Supp. 00-
2).

R2-10-205. Development and Implementation of Agency
Loss Prevention Programs
A. An agency head shall develop and implement an agency loss

prevention program that integrates loss prevention and safety
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policy into all agency activities. The agency shall incorporate
into the loss prevention program the requirements of this Sec-
tion, applicable state and federal standards, state worker and
property protection measures, and programs, practices, and
procedures to protect the state from third-party liability claims.

B. An agency head, in coordination with RM, shall develop and
implement policies, practices, and procedures to reduce the
frequency and severity of a future incident if: 
1. The agency has or may have a loss; and
2. Federal or state rules, or National Consensus Standards

have not been developed, or do not apply to protect the
state from such losses.

C. RM shall publish criteria and program information as guidance
for an agency to use in its loss prevention program and shall
interpret and explain state, federal, and National Consensus
Standards.

Historical Note
Adopted effective Aug. 12, 1985 (Supp. 85-4). Amended 
effective June 12, 1989 (Supp. 89-2). Section repealed, 

new Section adopted effective December 18, 1992 (Supp. 
92-4). Amended effective January 12, 1995 (Supp. 95-1). 
Amended by final rulemaking at 6 A.A.R. 1717, effective 

April 20, 2000 (Supp. 00-2).

R2-10-206. Agency Loss Prevention Program Management
A. An agency shall issue a policy letter to all agency employees

that expresses the agency commitment to prevent or control
losses. The letter shall solicit the support of agency personnel
to the goals and objectives of loss prevention. The agency
shall include the letter in the agency loss prevention program
document, which shall be available for review by all agency
personnel.

B. An agency head shall appoint a qualified management level or
professional employee as loss prevention coordinator. The loss
prevention coordinator shall conduct and coordinate the
agency’s loss prevention program. The loss prevention coordi-
nator shall be an ex-officio member of the agency’s loss pre-
vention committee and report to the agency head on matters
pertaining to administration of the loss prevention program
and safety within the agency. The loss prevention coordinator
interprets and applies policies and procedures, chairs and coor-
dinates the agency safety committee, reviews agency loss
claims, and makes recommendations to prevent future losses.
The loss prevention coordinator shall provide technical infor-
mation to employees and agency management concerning Ari-
zona Department of Safety and Health (ADOSH) and Arizona
Department of Environmental Quality (ADEQ) requirements
as well as RM policies, procedures, and the rules in this Chap-
ter.

C. Each agency head shall establish an agency loss prevention
committee to develop, implement and monitor the agency’s
loss prevention program. The agency shall appoint to the com-
mittee management level personnel representing each major
division within the agency. An agency with multi-level organi-
zational structures shall ensure that committee membership is
representative of the functional and geographical divisions of
the agency.

Historical Note
Adopted effective December 18, 1992 (Supp. 92-4). 
Amended effective January 12, 1995 (Supp. 95-1). 

Amended by final rulemaking at 6 A.A.R. 1717, effective 
April 20, 2000 (Supp. 00-2).

R2-10-207. Agency Loss Prevention Program Elements
Each agency loss prevention committee or individuals designated
by the agency head shall develop, implement, and monitor the fol-

lowing loss prevention program elements of an occupational health
and safety program (as applicable to their agency):

1. The agency loss prevention policy statement;
2. New employee and continuous in-service training pro-

grams that include:
a. Safety and loss prevention education regarding

property protection, liability exposure, and work-
place safety;

b. Agency-specific safety training regarding emer-
gency plans, actions, and first-aid; and

c. Job-specific safety training to employees performing
tasks where:
i. Frequent or severe accidents have occurred; or
ii. There is a potential for frequent or severe acci-

dents.
3. Documentation and recordkeeping of employee training;
4. An emergency plan for each agency location that estab-

lishes procedures to follow in the event of serious injury,
fire, or other emergency that can be reasonably foreseen
at the specific agency location. The emergency plan shall:
a. Designate an employee responsible for formulating,

implementing, testing, and maintaining the emer-
gency plan;

b. Contain procedures for notification of emergency
response personnel and safe evacuation of personnel
from the location, including an evacuation diagram
that shall be visibly posted throughout each location;

c. Contain procedures for obtaining first-aid, medical
treatment, and emergency transportation in the event
of serious injury; and

d. Require that the plan be periodically tested and eval-
uated and identified deficiencies corrected;

5. Procedures for scheduled safety inspections of buildings,
grounds, equipment, and machinery. An agency shall
document the results of each inspection and forward
notice of any deficiencies to the loss prevention coordina-
tor for corrective action. The agency loss prevention
committee or coordinator shall follow-up on inspection
recommendations to ensure action is taken to remedy a
noted deficiency. The agency loss prevention committee
or coordinator shall bring an uncorrected deficiency to
the attention of the agency head;

6. Procedures for accident and incident investigations:
a. An agency shall develop procedures for reporting an

accident or incident involving personnel, property,
automobile, liability, industrial injury, environmen-
tal damage, and a mishap or near miss to the
agency’s loss prevention coordinator or loss preven-
tion committee. The loss prevention coordinator and
loss prevention committee shall review the accident
and incident reports and identify the corrective
action necessary to prevent recurrence;

b. Procedures for reporting, investigating, and record-
ing maintenance of a work-related accident or inci-
dent shall include:
i. Timely and accurate reporting of each work-

related accident or incident;
ii. Investigation of each accident or incident to

gather pertinent information, determine cause,
and recommend a solution to prevent recur-
rence of a similar accident or incident;

iii. Compiling, analyzing, and evaluating all data
derived from the investigation to determine the
frequency, severity, and location of an accident
or incident and communicating the information
to appropriate agency personnel; and
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41-703. Duties of director 
The director shall: 
1. Be directly responsible to the governor for the direction, control and operation of the 
department. 
2. Provide assistance to the governor and legislature as requested. 
3. Adopt rules the director deems necessary or desirable to further the objectives and 
programs of the department. 
4. Formulate policies, plans and programs to effectuate the missions and purposes of the 
department. 
5. Employ, determine the conditions of employment and prescribe the duties and powers 
of administrative, professional, technical, secretarial, clerical and other persons as may be 
necessary in the performance of the department's duties and contract for the services of 
outside advisors, consultants and aides as may be reasonably necessary. 
6. Make contracts and incur obligations within the general scope of the department's 
activities and operations subject to the availability of monies. 
7. Contract with or assist other departments, agencies and institutions of the state, local 
and federal governments in the furtherance of the department's purposes, objectives and 
programs. 
8. Accept and disburse grants, gifts, donations, matching monies and direct payments 
from public or private agencies for the conduct of programs that are consistent with the 
overall purposes and objectives of the department. 
9. Establish and maintain separate financial accounts as required by federal law or 
regulations. 
10. Advise and make recommendations to the governor and the legislature on all matters 
concerning the department's objectives. 
11. Delegate the administrative functions, duties and powers as the director deems 
necessary to carry out the efficient operation of the department.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



41-621. Purchase of insurance; coverage; limitations; exclusions; definitions 
A. The department of administration shall obtain insurance against loss, to the extent it is 
determined necessary and in the best interests of the state as provided in subsection F of 
this section, on the following: 
1. All state owned buildings, including those of the universities, excluding buildings of 
community colleges, whether financed in whole or in part by state monies or buildings in 
which the state has an insurable interest as determined by the department of 
administration. 
2. Contents in any buildings owned, leased or rented, in whole or in part, by or to the 
state, excluding buildings of community colleges, and reported to the department of 
administration. 
3. The state and its departments, agencies, boards and commissions and all officers, 
agents and employees thereof and such others as may be necessary to accomplish the 
functions or business of the state and its departments, agencies, boards and commissions 
against liability for acts or omissions of any nature while acting in authorized 
governmental or proprietary capacities and in the course and scope of employment or 
authorization except as prescribed by this chapter. 
4. All personal property reported to the department of administration, including vehicles 
and aircraft owned by the state and its departments, agencies, boards and commissions 
and all non-owned personal property which is under the clear responsibility of this state 
because of written leases or other written agreements. 
5. The state and its departments, agencies, boards and commissions against casualty, use 
and occupancy and liability losses of every nature except as prescribed by this chapter. 
6. Workers' compensation and employers' liability insurance. 
7. Design and construction of buildings, roads, environmental remediations and other 
construction projects. 
8. Other exposures to loss where insurance may be required to protect this state and its 
departments, agencies, boards and commissions and all officers, agents and employees 
acting in the course and scope of employment or authorization except as prescribed by 
this chapter. 
B. To the extent it is determined necessary and in the best interests of the state, the 
department of administration shall obtain insurance or provide for state self-insurance 
against property damage caused by clients and liability coverage resulting from, the 
direct or incidental care of clients participating in programs of the state and its 
departments, agencies, boards or commissions relating to custodial care. The insurable 
programs shall include foster care, programs for the developmentally disabled, an 
independent living program pursuant to section 8-521 and respite-sitter service programs. 
The department shall obtain insurance or provide for state self-insurance pursuant to this 
subsection to protect the clients participating in these programs and individual providers 
of these program services on behalf of the state and its departments, agencies, boards or 
commissions. The insurance provided under this subsection does not include medical or 
workers' compensation coverage for providers. The department may include in its annual 
budget request pursuant to section 41-622, subsection D a charge for the insurance or 



self-insurance provided in this subsection. To assist in carrying out the provisions of this 
subsection, the department shall establish a seven member advisory board in accordance 
with the following provisions: 
1. The board shall consist of three members appointed by the director of the department 
of administration, at least one of whom shall be a foster parent, two members appointed 
by the director of the department of economic security, one member appointed by the 
director of the state department of corrections, and one member appointed by the 
administrative director of the courts. 
2. The board shall elect a chairman from among its members. 
3. The board shall hold at least two meetings a year or shall meet at the call of the 
chairman. 
4. Board members shall serve for three year terms. 
5. Board members are not eligible to receive compensation but are eligible for 
reimbursement of expenses pursuant to title 38, chapter 4, article 2. 
6. The board shall provide advice to the department regarding coverage and 
administration of the provisions of this subsection and shall assist the department in 
coordinating its activities pursuant to this subsection with state departments, agencies, 
boards and commissions. 
C. The department of administration may obtain insurance against loss, to the extent it is 
determined necessary and in the best interests of the state as provided in subsection F of 
this section for the professional liability of individual physicians and psychiatrists who 
provide services under a contract with the state department of corrections. Coverage is 
limited to acts and omissions committed inside a state department of corrections facility 
while in the performance of the contract and to individual physicians and psychiatrists 
who demonstrate to the satisfaction of the state department of corrections that they cannot 
otherwise obtain professional liability coverage for the services required by the contract. 
The director of the department of administration may impose on the state department of 
corrections a deductible of not more than ten thousand dollars per loss that arises out of a 
professional liability claim pursuant to this subsection. Deductible amounts established 
by the director shall be subject to annual review by the joint legislative budget 
committee. 
D. The department of administration may obtain property, liability, disability or workers' 
compensation insurance, self-insure or develop risk retention pools to provide for 
payment of property loss or casualty claims or disability insurance claims against 
contractors of this state with the approval of the joint legislative budget committee. With 
respect to insurance, self-insurance or risk retention pools for contractors licensed and 
contracted to do work for this state, the coverage afforded applies with respect to the 
conduct of the business entity of that contractor. The pool is available to all contractors 
regardless of the amount that the state contracted work bears in relation to the amount of 
nonstate contracted work. The contractor shall be terminated from the pool if the 
contractor ceases to be a state contractor. 
E. The department of administration may determine, in the best interests of the state, that 
state self-insurance is necessary or desirable and, if that decision is made, shall provide 



for state self-insurance for losses arising out of state property, liability or workers' 
compensation claims prescribed by subsection A of this section. If the department of 
administration provides state self-insurance, such coverage shall be excess over any other 
valid and collectible insurance. The director of the department of administration may 
impose on state departments, agencies, boards and commissions a deductible of not more 
than ten thousand dollars per loss that arises out of a property, liability or workers' 
compensation loss pursuant to this subsection. Deductible amounts established by the 
director shall be subject to annual review by the joint legislative budget committee. 
F. In carrying out the provisions of this chapter, the department of administration shall 
establish and provide the state with some or all of the necessary risk management 
services, or shall contract for risk management services pursuant to chapter 23 of this 
title, as the director of the department of administration deems necessary in the best 
interest of the state, and may, in addition to other specifications of such coverage as 
deemed necessary, determine self-insurance to be established. The provisions of chapter 
23 of this title shall not apply to the department of administration's procurement of 
insurance to cover losses arising out of state property or liability claims prescribed in 
subsections A and D of this section or excess loss insurance for the state's workers' 
compensation liability for individual or aggregate claims, or both, in such amounts and at 
such primary retention levels as the department of administration deems in the best 
interest of the state. In purchasing insurance to cover losses arising out of state property 
or liability claims prescribed by subsection A of this section, the department of 
administration is not subject to the provisions of title 20, chapter 2, article 5. 
G. No successful bidder for risk management services pursuant to this section shall be 
entitled to receive directly or indirectly any sales commission, contingent commission, 
excess profit commission, or other commissions, or anything of value, as payment for the 
risk management services except those amounts received directly from this state as 
payment for the risk management services. 
H. The department of administration shall pay for purchased risk management services, 
premiums for insurance on state property and state liability and workers' compensation 
pursuant to the provisions of this chapter. 
I. A state officer, agent or employee acting in good faith, without wanton disregard of his 
statutory duties and under the authority of an enactment that is subsequently declared to 
be unconstitutional, invalid or inapplicable is not personally liable for an injury or 
damage caused thereby except to the extent that he would have been personally liable had 
the enactment been constitutional, valid and applicable. 
J. A state officer, agent or employee, except as otherwise provided by statute, is not 
personally liable for an injury or damage resulting from his act or omission in a public 
official capacity where the act or omission was the result of the exercise of the discretion 
vested in him if the exercise of the discretion was done in good faith without wanton 
disregard of his statutory duties. 
K. The state and its departments, agencies, boards and commissions are immune from 
liability for losses arising out of a judgment for willful and wanton conduct resulting in 
punitive or exemplary damages. 



L. The following exclusions shall apply to subsections A, B and E of this section: 
1. Losses against this state and its departments, agencies, boards and commissions that 
arise out of and are directly attributable to an act or omission determined by a court to be 
a felony by a person who is provided coverage pursuant to this article unless the state 
knew of the person's propensity for that action, except those acts arising out of the 
operation or use of a motor vehicle. 
2. Losses arising out of contractual breaches. 
M. If self-insurance coverage is determined to exist, the attorney general, with funds 
provided by the department of administration, shall provide for the defense, either 
through his office or by appointment of outside legal counsel, of the state and its 
departments, agencies, boards and commissions and all officers, agents and employees 
thereof and such others as are insured by the department of administration for or on 
account of their acts or omissions covered pursuant to this chapter. All state departments, 
agencies, boards and commissions, all officers, agents and employees thereof and such 
others as are insured by the department of administration shall cooperate fully with the 
attorney general and department of administration in the defense of claims arising 
pursuant to this chapter. 
N. A claim for liability damages made pursuant to this chapter may be settled and 
payment made up to the amount of twenty-five thousand dollars or such higher limit as 
may be established by the joint legislative budget committee with the approval of the 
director of the department of administration. A claim over the amount of twenty-five 
thousand dollars up to fifty thousand dollars or such higher limit as may be established by 
the joint legislative budget committee may be settled and payment made with the 
approval of the director of the department of administration and the attorney general. Any 
claim over the amount of fifty thousand dollars or such higher limit as may be established 
by the joint legislative budget committee may be settled and payment made with the 
approval of the director of the department of administration, the attorney general and the 
joint legislative budget committee. If it is in the best interest of this state, the joint 
legislative budget committee may establish higher settlement limits. Any settlements 
involving amounts in excess of fifty thousand dollars or such higher limit as may be 
established by the joint legislative budget committee shall be approved by the department 
of administration, the attorney general and the joint legislative budget committee 
pursuant to the authority granted. The settlement of liability claims shall be solely the 
authority of the department of administration, the attorney general and the joint 
legislative budget committee. No state department, agency, board or commission or any 
officer, agent or employee of this state may voluntarily make any payment, assume any 
obligation, incur any expense or maintain the individual right of consent for liability 
claims made pursuant to this chapter except as provided by this section. 
O. Neither the authority provided by this section to insure, nor the exercise of such 
authority, shall: 
1. Impose any liability on this state or the departments, agencies, boards and commissions 
or any officers, agents and employees of this state unless such liability otherwise exists. 



2. Impair any defense this state or the departments, agencies, boards and commissions or 
any officers, agents and employees of this state otherwise may have. 
P. The department of administration shall pay, on behalf of any state officer, agent or 
employee, any damages, excluding punitive damages, for which the officer, agent or 
employee becomes legally responsible if the acts or omissions resulting in liability were 
within the officer's, agent's or employee's course and scope of employment. The 
department of administration may pay for all damages however designated which the 
officer, agent or employee becomes legally responsible for if the acts or omissions 
resulting in liability are determined by the director of the department of administration to 
be within the person's course and scope of employment. 
Q. The department of administration shall adopt such rules as are deemed necessary to 
carry out, implement and limit the provisions of this chapter. 
R. For the purposes of determining whether a state officer, agent or employee is entitled 
to coverage under this chapter, "within the course and scope of employment or 
authorization" means: 
1. The acts or omissions that the state officer, agent or employee is employed or 
authorized to perform. 
2. The acts or omissions of the state officer, agent or employee occur substantially within 
the authorized time and space limit. 
3. The acts or omissions are activated at least in part by a purpose to serve this state or its 
departments, agencies, boards or commissions. 
S. To the extent it is determined necessary and in the best interest of this state, the 
department of administration may obtain design and construction insurance or provide for 
self-insurance against property damage caused by this state, its departments, agencies, 
boards and commissions and all officers and employees of this state in connection with 
the construction of public works projects. Workers' compensation liability insurance may 
be purchased to cover both general contractors and subcontractors doing work on a 
specific contracted work site. The department may include in its annual budget request, 
pursuant to section 41-622, subsection D, the cost of the insurance purchased or provided. 
In connection with the construction of public works projects, the department of 
administration may also use an owner-controlled or wrap-up insurance program if all of 
the following conditions are met: 
1. The total cost of the project is over fifty million dollars. 
2. The program maintains completed operations coverage for a term during which 
coverage is reasonably commercially available as determined by the director of the 
department of insurance, but in no event for less than three years. 
3. Bid specifications clearly specify for all bidders the insurance coverage provided under 
the program and the minimum safety requirements that shall be met. 
4. The program does not prohibit a contractor or subcontractor from purchasing any 
additional insurance coverage that a contractor believes is necessary for protection from 
any liability arising out of the contract. The cost of the additional insurance shall not be 
passed through to this state on a contract bid. 
5. The program does not include surety insurance. 



T. The state may purchase an owner-controlled or wrap-up policy that has a deductible or 
self-insured retention as long as the deductible or self-insured retention does not exceed 
one million dollars. 
U. For the purposes of subsections S and T of this section: 
1. "Owner-controlled or wrap-up insurance" means a series of insurance policies issued to 
cover this state and all of the contractors, subcontractors, architects and engineers on a 
specified contracted work site for purposes of general liability, property damage and 
workers' compensation. 
2. "Specific contracted work site" means construction being performed at one site or a 
series of contiguous sites separated only by a street, roadway, waterway or railroad right-
of-way, or along a continuous system for the provision of water and power.  
V. Notwithstanding any other statute the department of administration may: 
1. Limit the liability of a person who contracts to provide goods, software or other 
services to this state. 
2. Allow the person to disclaim incidental or consequential damages. 
3. Indemnify or hold harmless any party to the contract.  
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TO:  Members of the Governor’s Regulatory Review Council (Council)  
  
FROM:    Council Staff 
    
DATE:       October 24, 2017 
 
SUBJECT:  DEPARTMENT OF ECONOMIC SECURITY (R-17-1102)  

Title 6, Chapter 6, Article 18, Administrative Review  
 
 Repeal: R6-6-1801; R6-6-1802; R6-6-1803; R6-6-1804; R6-6-1805 
 
 New Section: R6-6-1801; R6-6-1802; R6-6-1803; R6-6-1804; R6-6-1805;  
  R6-6-1806; R6-6-1807; R6-6-1808; R6-6-1809; R6-6-1810; 
  R6-6-1811; R6-6-1812; R6-6-1813   
_____________________________________________________________________________ 
 
SUMMARY OF THE RULEMAKING   
 
 In this rulemaking, the Department of Economic Security (Department) is seeking to 
repeal five rules and create 13 new rules in A.A.C. Title 6, Chapter 6, related to programs and 
services for persons with developmental disabilities. The rules in Article 18 establish the 
administrative review process of Department’s decisions. The purpose of this rulemaking is to 
conform the rules to current practice and terminology, and to make the rules more clear, concise, 
and understandable.  
 
 This rulemaking relates to a five-year-review report approved by the Council on 
December 1, 2015. The rules were last amended in 1993. The Department received approval to 
proceed with the rulemaking from Governor Ducey’s office on May 16, 2016. 
 
 Proposed Action 
  
 The Department proposes to repeal the following rules: 
 

· R6-6-1801 – Right to Review: Notice: The section is not necessary.  
· R6-6-1802 – General Procedures: The section is being repealed and the Department is 

moving these provisions to other sections for clarity. 
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· R6-6-1803 – Procedures for Grievances Related to Licenses; The Department is 
repealing this rule because actions taken on a license can be appealed under A.A.C. Title 
6, Chapter 6, Article 22, which is directly referenced in the licensing articles. 

· R6-6-1804 – Procedures for Grievances by DD/ALTCS Clients and ALTCS Services 
Providers: The section is being repealed because these procedures are under the purview 
of the Arizona Health Care Cost Containment System. 

· R6-6-1805 – Appeals and Hearings: The Department is repealing this section and 
moving these provisions into other new sections for clarity. 

 
 The Department proposes to add the following rules: 
 

· R6-6-1801 – Definitions: Definitions are being added to help in understanding the terms 
used within the Article. 

· R6-6-1802 – Applicability: The new rule is added to specify the applicability of the 
Article. 

· R6-6-1803 – Notice: The new rule establishes that when taking an action, the division 
shall give written notice to the individual requesting for services. Additionally, the rule 
outlines the content that should be included in the written notice. 

· R6-6-1804 – Who May File a Request for Administrative Review: The new rule 
establishes that a requestor or a requestor’s representative may request for an 
administrative review of the Division’s actions.  

· R6-6-1805 – Filing a Request for Administrative Review: The new rule outlines the 
requirements for a oral and written request for administrative review. In addition, the rule 
requires the Department to send a written acknowledgement of receipt of the request 
within five working days of receiving the request.  

· R6-6-1806 – Contents of a Request for Administrative Review: The new rule addresses 
what a request for administrative review should entail. In addition, the rule states that the 
Division must consider any additional supporting documentation submitted by the 
requestor within 10 days of the file date of the request for administrative review.  

· R6-6-1807 – Denial of a Request for Administrative Review: The new rule outlines 
circumstances in which the Division shall deny a request for review. 

· R6-6-1808 – Time-frame for Completing Administrative Review: The new rule requires 
the Division to mail a written administrative decision to the requestor no later than 30 
days after the Division receives the request for an administrative review. The rule also 
outlines what actions a requestor can take, if the requestor does not receive a decision 
within 30 days. 

· R6-6-1809 – Content of an Administrative Decision: The new rule addresses what an 
administrative decision should entail, including the requestor’s right to request an appeal 
and right of a member to request for continuation of the member’s services.  

· R6-6-1810 – Initial Determination of Ineligibility: The new rule states that when the 
Division denies eligibility and a requestor request an administrative review the Division 
shall not authorize services until a final administrative decision establishes eligibility. 

· R6-6-1811 – Continuation of Services During the Administrative Review Process: The 
new rule outlines the process for a requestor to request for continuation of services, as 
well as circumstances in which the Division shall continue the services. 
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· R6-6-1812 – Continuation of Home and Community-based Services (HCBS) Certificates 
during the Administrative Review Process: The new rule outlines the process for the 
Division to revoke or suspend an HCBS certificate. 

· R6-6-1813 – Appeals and Hearings: The new rule establishes a requestor’s right to 
appeal an administrative decision, if the requestor is dissatisfied with the decision or the 
action is considered upheld pursuant to R6-6-1809(B)(1). 

 
1. Are the rules legal, consistent with legislative intent, and within the agency’s 

statutory authority? 
 
 Yes. As general authority for the rules, the Department cites to A.R.S. § 36-554, under 
which the director shall “[m]ake and amend rules from time to time as deemed necessary for the 
proper administration of programs and services for the treatment of persons with developmental 
disabilities….”  
 
 As specific authority, the Department cites to A.R.S. § 36-563, under which the 
Department shall “adopt rules to establish procedures for initial, information administrative 
review and redetermination by the [D]epartment of the decisions specified in subsection A of this 
section.”  
  
2. Do the rules establish a new fee or contain a fee increase? 
 
  Yes. The Department indicates that the rules do not establish a new fee or contain a fee 
increase. 
 
3. Summary of the agency’s economic impact analysis: 
 
 The Department processed 325 administrative reviews in FY 2016. During the same 
period, 37,387 members were enrolled in developmental disabilities programs and services. The 
Department anticipates that this rulemaking will increase the requests for administrative reviews 
by 5% to 8%. 
 
4. Has the agency analyzed the costs and benefits of the rulemaking and determined 

that the rules impose the least burden and costs to those who are regulated? 
 
 Yes. The Department believes that the rules do not impose costs on any stakeholders. A 
more accessible and transparent administrative review process will benefit the stakeholders. 
Therefore, the benefits outweigh the costs. 
 
5. What are the economic impacts on stakeholders? 
 
 Key stakeholders are the Department, clients enrolled in developmental disabilities 
programs and services, and advocates for the clients. 

 
 The Department will benefit from clearer rules that govern the administrative review 
process. The Department anticipates that clearer rules will increase the workload of the Office of 
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Administrative Review; however, reviewing Department determinations will ensure that proper 
decisions are made in accordance with the law. 

 
 Clients and advocates, such as attorneys and social workers, will also benefit from the 
increased clarity of the rules.  
 
6. Does the agency adequately address the comments on the proposed rules and any  

supplemental proposals? 
  
 Yes. The Department indicates that no written comments have been received on this 
rulemaking. 
 
7. Are the final rules a substantial change, considered as a whole, from the proposed 

rules and any supplemental proposals? 
  
 No. In additional to minor grammatical changes at the request of Council staff, the 
Department made the following non-substantive changes between the proposed rules and the 
final rules: 
 

· In R6-6-1801(13), the definition of “Working Day” was amended. 
· Renumbered the rules and corrected the internal citations to reflect the removal of R6-6-

1803, Computation of Time. 
· R6-6-1803 was deleted. 
· In R6-6-1805(c)(1) and (c)(2), the word “appeal” was replaced with “request.” 
· In R6-6-1811(A)(4), “at the time of the request for Administrative Review” was added to 

provide more clarity. 
 
8. Are the rules more stringent than corresponding federal law and, if so, is there 

statutory authority to exceed the requirements of federal law? 
 
 No. The Department indicates that the rules do not correspond to any federal laws. 

9. Do the rules require a permit or license and, if so, does the agency comply with 
A.R.S. § 41-1037? 

 
 No. The Department indicates that the rules do not require a permit or license. 
 
10. Does the preamble disclose a reference to any study relevant to the rules that the 

agency reviewed and either did or did not rely upon? 
 
 No. The Department indicates that it did not review or rely upon any study. 
 
11. Conclusion 

 
The Department requests the usual 60-day delayed effective date for the rules. This 

analyst recommends approval of the rules. 
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NOTICE OF FINAL RULEMAKING 

TITLE 6. ECONOMIC SECURITY 

CHAPTER 6. DEPARTMENT OF ECONOMIC SECURITY 

DEVELOPMENTAL DISABILITIES 

 

PREAMBLE 

 

1. Article, Part or Section Affected (as applicable) Rulemaking Action 

R6-6-1801 Repeal 

R6-6-1801 New Section 

R6-6-1802 Repeal 

R6-6-1802 New Section 

R6-6-1803 Repeal 

R6-6-1803 New Section 

R6-6-1804 Repeal 

R6-6-1804 New Section 

R6-6-1805 Repeal 

R6-6-1805 New Section 

R6-6-1806 New Section 

R6-6-1807 New Section 

R6-6-1808 New Section 

R6-6-1809 New Section 

R6-6-1810 New Section 
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R6-6-1811 New Section 

R6-6-1812 New Section 

R6-6-1813 New Section 

 

2. Citations to the agency’s statutory rulemaking authority to include both the 

authorizing statute (general) and the implementing statute (specific): 

Authorizing statute: A.R.S. §§ 36-554 and 41-1954(A)(3) 

Implementing statute: A.R.S. § 36-563(C) 

 

3. The effective date of the rule: 

In accordance with A.R.S. § 41-1032, the rules will become effective 60 days after filing 

with the Office of Secretary of State. 

a. If the agency selected a date earlier than the 60 day effective date as specified 

in A.R.S. § 41-1032(A), include the earlier date and state the reason or 

reasons the agency selected the earlier effective date as provided in A.R.S. § 

41-1032(A)(1) through (5): 

 Not applicable 

 

b. If the agency selected a date later than the 60 day effective date as specified 

in A.R.S. § 41-1032(A), include the later date and state the reason or reasons 

the agency selected the later effective date as provided in A.R.S. § 41-

1032(B): 

 Not applicable 
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4. Citations to all related notices published in the Register as specified in R1-1-409(A) 

that pertain to the record of the final rulemaking package: 

Notice of Rulemaking Docket Opening: 22 A.A.R. 2085, August 12, 2016 

Notice of Proposed Rulemaking: 23 A.A.R. 1519, June 9, 2017 

 

5. The agency’s contact person who can answer questions about the rulemaking: 

Name:  Anthony J. Hill  

Address: Department of Economic Security 

P.O. Box 6123, Mail Drop 1292 

Phoenix, Arizona 85005 

or 

Department of Economic Security 

1789 W. Jefferson St., Mail Drop 1292 

Phoenix, Arizona 85007 

Telephone: (602) 542-6555 

Fax:  (602) 542-6000 

E-mail: ahill3@azdes.gov 

 

6. An agency’s justification and reason why a rule should be made, amended, repealed 

or renumbered, to include an explanation about the rulemaking: 

Article 18 contains rules on Administrative Review that provide a method for review of 

Department decisions including Right to Review: Notice; General Procedures; 
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Procedures for Grievances Related to Licenses; Procedures for Grievances by the 

Division of Developmental Disabilities/Arizona Long Term Care System (DD/ALTCS) 

members and ALTCS Service Providers; and Appeals and Hearings.  The purpose of this 

rulemaking is to add, amend, and repeal rules to conform to current practice and 

terminology, and to make the rules more clear, concise, and understandable.  The 

Department last amended this Article in 1993.  A Five-year Review Report on Chapter 6 

was approved by the Governor's Regulatory Review Council on December 1, 2015. 

· The Department is adding a new Definitions Section to help in understanding the 

terms used within the Article. 

· The Department is adding a new Applicability Section to specify the applicability 

of the Article. 

· The Department is repealing the General Procedures Section because the 

Department is revising and moving these provisions to other sections within this 

Article for clarity and to conform to current practice. 

· The Department is repealing the Procedures for Grievances Related to Licenses 

Section because actions taken on a license can be appealed under A.A.C. Title 6, 

Chapter 6, Article 22, which is directly referenced in the licensing articles 

(A.A.C. Title 6, Chapter 6, Articles 10 and 11). 

· The Department is repealing Procedures for Grievances by DD/ALTCS Clients 

and ALTCS Service Providers Section because Department procedures do not 

belong in rule and grievances for DD/ALTCS clients and service providers are 

addressed in the rule for the Arizona Health Care Cost Containment System’s 

grievance system (A.A.C. Title 9, Chapter 34). 
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· The Department is repealing the existing Appeals and Hearings Section and 

adding a new Appeals and Hearings Section to make the rule more clear, concise, 

and understandable. 

· The Department is adding the following additional new Sections to provide more 

comprehensive information relevant to current requirements: Filing a Request for 

Administrative Review, Contents of a Request for Administrative Review, Denial 

of a Request for Administrative Review, Time-frame for Completing 

Administrative Review, Content of an Administrative Decision, Initial 

Determination of Ineligibility, Continuation of Services During the 

Administrative Review Process, and Continuation of Home and Community-

based Services (HCBS) Certificates during the Administrative Review Process. 

 

7. A reference to any study relevant to the rule that the agency reviewed and either relied 

on or did not rely on in its evaluation of or justification for the rule, where the public 

may obtain or review each study, all data underlying each study, and any analysis of 

each study and other supporting material: 

 The Department did not review or rely on any study relevant to the rules.  

 

8. A showing of good cause why the rulemaking is necessary to promote a statewide 

interest if the rulemaking will diminish a previous grant of authority of a political 

subdivision of this state: 

Not applicable 
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9.  A summary of the economic, small business, and consumer impact: 

The Department anticipates that this rulemaking will have a minimal (less than $1,000) 

economic impact on the implementing agency, small businesses and consumers.  The 

Department currently administers the administrative review process under Article 18.  

The purpose of this rulemaking is to add, amend, and repeal rules to conform to current 

practice and terminology and most importantly to make the rules more clear, concise, and 

understandable.  Therefore, the Department does not anticipate that the changes to the 

rule will have more than a minimal economic impact. 

 

In SFY 2016, the Department had 37,387 members enrolled in the Division services.  

During the same time period, the Office of Administrative Review processed 325 

administrative reviews.  This number is inclusive of individuals who applied for the 

Division services, and not approved but afforded appeal rights through the Article.  

Historically, the Office of Administrative Review processes on average 225 

administrative reviews annually. 

 

The Department anticipates an increase of 5% to 8% above the existing administrative 

reviews as a result of this rulemaking and clarification.  This anticipated increase is due 

to the number of individuals applying for the Division services.  Currently the Division 

member growth rate is 4.6% per year. 

 

Currently the Office of Administrative Review has six full time employees who are 

necessary to implement and enforce the administrative review process. Administrative 
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and other costs required for compliance with the rule are anticipated to increase by the 

same percentage, but will be mitigated through increased efficiencies.  There is no 

anticipation of the need for an increase in employees because of this rulemaking. 

 

The Department and the members of public will benefit from this rulemaking because it 

will make the filing procedures for an administrative review more clear, concise, and 

understandable. 

 

10. A description of any changes between the proposed rulemaking, to include 

supplemental notices, and the final rulemaking: 

· The rules were renumbered to reflect the deletion of R6-6-1803, Computation of 

Time. 

· The internal citations in R6-6-1801(3), R6-6-1807, R6-6-1809, R6-6-1812(1), and 

R6-6-1813 were renumbered.  

· The definition of “Working Day” in R6-6-1801(13) was revised.  

· R6-6-1803, Computation of Time, was deleted.  

· The word “appeal” was replaced by “request” in R6-6-1805(c)(1) and (c)(2).  

· The language, “at the time of the request for Administrative Review,” was added to 

R6-6-1811(A)(4).  

· Minor grammatical changes were also made.   

The Department does not believe these are substantive changes under A.R.S. § 41-1025.   

 

11. An agency’s summary of the public or stakeholder comments made about the 

rulemaking and the agency response to the comments: 
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The Department received no comments on this rulemaking. 

 

12. All agencies shall list other matters prescribed by statute applicable to the specific 

agency or to any specific rule or class of rules. Additionally, an agency subject to 

Council review under A.R.S. §§ 41-1052 and 41-1055 shall respond to the following 

questions: 

No other matters are prescribed. 

a. Whether the rule requires a permit, whether a general permit is used and if 

not, the reasons why a general permit is not used: 

 The rules do not require a permit. 

b. Whether a federal law is applicable to the subject of the rule, whether the 

rule is more stringent than federal law and if so, citation to the statutory 

authority to exceed the requirements of federal law: 

 Not applicable 

c. Whether a person submitted an analysis to the agency that compares the 

rule’s impact of the competitiveness of business in this state to the impact on 

business in other states: 

 No analysis was submitted. 

 

13. A list of any incorporated by reference material as specified in A.R.S. § 41-1028 and 

its location in the rule: 

None 
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14. Whether the rule was previously made, amended or repealed as an emergency rule. 

If so, cite the notice published in the Register as specified in R1-1-409(A). Also, the 

agency shall state where the text was changed between the emergency and the final 

rulemaking packages: 

Not applicable 

 

15. The full text of the rules follows: 
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TITLE 6. ECONOMIC SECURITY 

CHAPTER 6. DEPARTMENT OF ECONOMIC SECURITY 

DEVELOPMENTAL DISABILITIES 

ARTICLE 18.  ADMINISTRATIVE REVIEW 

 

Section 

R6-6-1801.  Right to Review: Notice Definitions 

R6-6-1802.  General Procedures Applicability 

R6-6-1803.  Procedures for Grievances Related to Licenses Notice 

R6-6-1804.  Procedures for Grievances by DD/ALTCS Clients and ALTCS Service Providers 

Who May File a Request for Administrative Review 

R6-6-1805.  Appeals and Hearings Filing a Request for Administrative Review 

R6-6-1806. Contents of a Request for Administrative Review 

R6-6-1807. Denial of a Request for Administrative Review 

R6-6-1808. Time-frame for Completing Administrative Review 

R6-6-1809. Content of an Administrative Decision 

R6-6-1810. Initial Determination of Ineligibility 

R6-6-1811. Continuation of Services During the Administrative Review Process 

R6-6-1812. Continuation of Home and Community-based Services (HCBS) Certificates 

during the Administrative Review Process 

R6-6-1813. Appeals and Hearings 
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ARTICLE 18.  ADMINISTRATIVE REVIEW 

 

R6-6-1801. Right to Review: Notice Definitions 

A. An Administrative Review shall be available to any person aggrieved by a decision of the 

Department. An Administrative Review is preliminary to those rights set forth in R6-6-

2201 et seq. 

B. The Department shall give written notice to persons served directly or indirectly by the 

Department informing them of the right to an Administrative Review in any decisions by 

a District Program Manager relating to: 

1. Eligibility, admission, placement evaluation, and assignment to services. 

2. Care and treatment, transfer or substantial change in service. 

3. Termination of, or discharge from, a service 

4. Fee for service. 

C. Grievances related to decisions by the program contractor for licenses or involving 

DD/ALTCS clients and ALTCS service providers are separately addressed in R6-6-1803 

and R6-6-1804 respectively. 

D. Written notice shall be in English and, when appropriate and reasonably possible to do 

so, in the primary language of the grievant. When the primary language is not a written 

language, such notice shall be provided in the language spoken or mode of 

communication used by the grievant.  

In addition to the definitions in Article 1 of this Chapter, the following definitions apply to this 

Article: 

1. “Action” means: 
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a. Denial or termination of eligibility for Division services; 

b. The imposition of or increase in financial contribution to cost of services 

determined under Article 12 of this Chapter; 

c. The denial or limited authorization of a requested service solely funded by state 

dollars including the type or level of service; 

d. The reduction or termination of a previously authorized service solely funded by 

state dollars; or 

e. The denial, suspension, or revocation of a Home and Community-based Services 

(HCBS) certificate under Article 15 of this Chapter. 

2. “Administrative Decision” means the Division’s written decision resulting from an 

Administrative Review. 

3. “Appeal” means a request for a hearing pursuant to Article 22 under this Chapter to 

adjudicate the Division’s Administrative Decision or proceeding pursuant to R6-6-

1808(B)(1). 

4. “Applicant” means an adult, guardian of an adult, or a parent or guardian of a minor, who 

has applied for eligibility for Division services. 

5. “Day” means calendar day unless otherwise specified. 

6.  “Department” means the Arizona Department of Economic Security. 

7. “Division” means the Division of Developmental Disabilities within the Department. 

8. “HCBS” and “Home and Community-based Services” mean the same as in R6-6-1501. 

9. “Member” means an individual enrolled with the Division. 

10. “Representative” means an individual authorized in writing by the Requestor to represent 

the Requestor during the Administrative Review process. 
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11. “Requestor” means an Applicant, Member, other Responsible Person, or Home and 

Community-based Services (HCBS) certificate applicant or holder affected by an Action. 

12. “Responsible Person” means the same as in A.R.S. § 36-551. 

13. “Working Day” means 8:00 am to 5:00 pm Monday through Friday, excluding state 

observed holidays.  

 

R6-6-1802. General Procedures Applicability  

These procedures are applicable to all grievances except those listed in R6-6-1801(C). 

1. A party aggrieved by the decision of a District Program Manager or any member 

of an Individual Service and Program Plan (ISPP) Team, may, within 35 calendar 

days of the decision or disagreement, file a written request for an Administrative 

Review with the Division's Compliance and Review Unit. 

2. If a District Program Manager takes no action as to the resolution of a 

disagreement, the grievant may, within 60 calendar days, forward a written 

request for an Administrative Review to the Division's Compliance and Review 

Unit. 

3.  The Division's Compliance and Review Unit shall review the request for an 

Administrative Review and render a written decision within 30 calendar days of 

receipt of the request. 

4. While an Administrative Review is pending, there shall be no change in status 

except in the event of an emergency. 

This Article establishes an Administrative Review process for a Requestor challenging a 

Division Action.  This Article applies only to: 
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1. Division eligibility; 

2. Programs and services provided through the Division that are not funded by 

Medicaid (Title XIX of the Social Security Act); and  

3. Home and Community-based Services (HCBS) certificates pursuant to Arizona 

Administrative Code, Title 6, Chapter 6, Article 15. 

 

R6-6-1803. Procedures for Grievances Related to Licenses Notice 

The party aggrieved by a decision of the Department relating to a license may directly appeal the 

decision as prescribed in R6-6-2201 et seq. 

A. When taking an Action, the Division shall give written notice to the Applicant, Member, 

other Responsible Person, Home and Community-based Services (HCBS) certificate 

applicant or holder subject to the Action, or the person’s representative, if applicable. 

B. The notice shall include the following: 

1. The Action the Division has taken or intends to take; 

2. The specific reason for the Action; 

3. The effective date of the Action, if applicable; 

4. The right to request Administrative Review; and 

5. The procedures for requesting Administrative Review. 

 

R6-6-1804. Procedures for Grievances by DD/ALTCS Clients and ALTCS Service 

Providers Who May File a Request for Administrative Review 
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A. The DD/ALTCS client or ALTCS service provider desiring an Administrative Review 

shall first attempt to resolve the complaint through informal communication with the 

appropriate Health Plan representative or the District Program Manager. 

B. If the client or service provider is dissatisfied with the informal decision of the Health 

Plan or District Program Manager, a written request for an Administrative Review shall 

be filed with the Division's Compliance and Review Unit not later than 35 calendar days 

after the adverse action. 

C. If the Health Plan or District Program Manager takes no action as to the resolution of a 

disagreement, the grievant may, within 60 calendar days of the adverse action, file a 

written request for an Administrative Review with the Division's Compliance and Review 

Unit. 

D. The Division's Compliance and Review Unit shall review the written request and render a 

written decision within the times prescribed under ALTCS (A.A.C. R9-28-802 or R9-28-

804). 

The following persons may request an Administrative Review: 

1. A Requestor; or 

2. A Representative.  If a Representative is acting on behalf of the Member or 

Applicant, the Representative shall submit a valid Health Information Portability 

and Accountability Act authorization.  The Representative may not charge a fee 

for the representation unless the Representative is the Member’s or Applicant’s 

attorney. 

 

R6-6-1805. Appeals and Hearings Filing a Request for Administrative Review  
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An appeal of any Administrative Review decision shall be governed by the procedures set forth 

in R6-6-2201 et seq. 

A. A Requestor or Representative shall file a request for Administrative Review with the 

Division no later than 30 days following the date of the notice. 

B. A Requestor or Representative may request an Administrative Review orally or in 

writing, including mail, email, fax, and hand-delivered hard copy. 

C. The Division shall consider the request for Administrative Review filed on the date that 

the Division received the request as established by a date stamp on the request or other 

record of receipt.  In the absence of a date stamp or other record of receipt: 

1. If the request is transmitted via United States Postal Service, the date received 

shall be shown by the post mark, or postage meter mark of the envelope. 

2. If the request is transmitted via facsimile and there is no record of receipt, then the 

date received shall be shown by the date on the written request. 

D. The Division shall send the Requestor or Representative who filed the request a written 

acknowledgement of receipt of the request for Administrative Review within five 

working days of receiving the request. 

 

R6-6-1806. Contents of a Request for Administrative Review 

A. A request for Administrative Review shall include: 

1. Identification of the Action; 

2. Reason for the request for administrative review, including why the Requestor 

disagrees with the Action; 

3. Desired resolution; and 



17 
 

4. Written consent of the Applicant, Member, or Responsible Person, when 

applicable. 

B. The Division shall consider additional supporting documentation submitted by the 

Requestor or Representative within 10 days of the file date of the request for an 

Administrative Review.  The Division may consider additional supporting documentation 

submitted by the Requestor or Representative more than 10 days from the file date of the 

request for an Administrative Review. 

 

R6-6-1807. Denial of a Request for Administrative Review 

The Division shall deny a request for Administrative Review upon determination that: 

1. The request is untimely;  

2. The request does not meet the requirements in R6-6-1806(A); 

3. The request is not based on an Action; or 

4. The Action is based solely on a change in federal or state law, rule, or regulation 

adversely affecting some or all Applicants or Members. 

 

R6-6-1808. Time-frame for Completing Administrative Review 

A. The Division shall mail a written Administrative Decision to the Requestor or 

Representative no later than 30 days after the Division receives the request for an 

Administrative Review, unless a longer period is mutually agreed upon in writing. 

B. If the Requestor or Representative does not receive an Administrative Decision within 30 

days of the date on the acknowledgement of the request for Administrative Review, the 

Requestor or Representative may: 
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 1. Consider the Action upheld and file an Appeal under Article 22 of this Chapter; or 

2. Wait for the Division to issue an Administrative Decision and file an Appeal 

within the time-frame provided in Article 22 of this Chapter. 

 

R6-6-1809. Content of an Administrative Decision 

A. The Division shall ensure the written Administrative Decision includes the results of the 

Administrative Review and the date it was completed. 

B. For an Administrative Review not resolved wholly in favor of the Requestor, the 

Administrative Decision shall contain: 

1. The right to request an Appeal under Article 22 of this Chapter, and how to make 

the request; 

2. The right of a Member or Representative to request continuation of the Member’s 

service under R6-6-1811 while the Appeal is pending, and how to make the 

request; and 

3. The factual and legal basis for the decision. 

 

R6-6-1810. Initial Determination of Ineligibility 

When the Division denies eligibility and a Requestor or Representative requests an 

Administrative Review, the Division shall not authorize services until a final administrative or 

judicial decision establishes eligibility. 

 

R6-6-1811. Continuation of Services During the Administrative Review Process 

A. The Division shall continue authorizing a Member’s service solely funded by the state if: 
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1. The Member or the Member’s Representative files a timely request for 

Administrative Review; 

2. The request for Administrative Review involves the termination, suspension, or 

reduction of a previously authorized service or termination of eligibility for 

Division services; 

3. The period covered by the original authorization has not expired; and 

4. The Member or the Member’s Representative requests continuation of services at 

the time of the request for Administrative Review. 

B. If a request is made under subsection (A) and the Division continues the Member’s 

service while the Administrative Review is pending, the Division shall continue services 

until: 

1. The Member or the Member’s Representative withdraws the request for 

Administrative Review, 

2. The Member or the Member’s Representative fails to file a timely Appeal for 

hearing under Article 22 of this Chapter, 

3. Final administrative or judicial resolution of the subject matter in the request for 

Administrative Review occurs and it is in the Division’s favor, or 

4. The time-period or service limits of a previously authorized service have been 

met. 

C. The Division shall take the Action as specified in the written notice if the request for 

Administrative Review is untimely. 
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R6-6-1812. Continuation of Home and Community-based Services (HCBS) Certificates 

during the Administrative Review Process 

When an HCBS certificate holder timely files a request for an Administrative Review regarding 

a decision to suspend or revoke an HCBS certificate, the revocation or suspension shall not 

become effective, unless the Division finds that the public health, safety, or welfare imperatively 

requires emergency action under A.R.S. § 41-1064, until: 

1. There is an Administrative Decision, or the Action is considered upheld under 

R6-6-1808(B)(1), and the Requestor does not file a timely Appeal under Article 

22 of this Chapter; or 

2. If there is a timely Appeal under Article 22 of this Chapter, a final administrative 

or judicial decision is rendered. 

 

R6-6-1813. Appeals and Hearings 

A Requestor shall have the right to an Appeal under Article 22 of this Chapter if: 

1. The Requestor is dissatisfied with the Administrative Decision; or 

2. The Action is considered upheld pursuant to R6-6-1808(B)(1). 
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ECONOMIC, SMALL BUSINESS AND CONSUMER IMPACT STATEMENT 

TITLE 6.  ECONOMIC SECURITY 

CHAPTER 6.  DEPARTMENT OF ECONOMIC SECURITY / 

DEVELOPMENTAL DISABILITIES 

ARTICLE 18.  ADMINISTRATIVE REVIEW 

 

1.  Identification of the rulemaking: 

Arizona Department of Economic Security (Department), Division of 

Developmental Disabilities (Division), is amending Title 6, Chapter 6, Article 18, 

Administrative Review to add, amend, and repeal rules to conform to current 

practice and terminology, and to make the rules more clear, concise, and 

understandable.  Specifically: 

· The Department is adding a new Definitions Section to help in 

understanding the terms used within the Article. 

· The Department is adding a new Applicability Section to specify the 

applicability of the Article. 

· The Department is repealing the General Procedures Section because the 

Department is revising and moving these provisions to other sections 

within this Article for clarity and to conform to current practice. 

· The Department is repealing the Procedures for Grievances Related to 

Licenses Section because actions taken on a license can be appealed under 

A.A.C. Title 6, Chapter 6, Article 22, which is directly referenced in the 

licensing articles (A.A.C. Title 6, Chapter 6, Articles 10 and 11). 
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· The Department is adding a Computation of Time section to define time-

frames for how time limits are calculated. 

· The Department is repealing Procedures for Grievances by DD/ALTCS 

Clients and ALTCS Service Providers Section because Department 

procedures do not belong in rule and grievances for DD/ALTCS clients 

and service providers are addressed in the rule for the Arizona Health Care 

Cost Containment System’s grievance system (A.A.C. Title 9, Chapter 

34). 

· The Department is repealing the existing Appeals and Hearings Section 

and adding a new Appeals and Hearings Section to make the rule more 

clear, concise, and understandable. 

· The Department is adding the following additional new Sections to 

provide more comprehensive information relevant to current requirements: 

Filing a Request for Administrative Review, Contents of a Request for 

Administrative Review, Denial of a Request for Administrative Review, 

Time-frame for Completing Administrative Review, Content of an 

Administrative Decision, Initial Determination of Ineligibility, 

Continuation of Services During the Administrative Review Process, and 

Continuation of Home and Community-based Services (HCBS) 

Certificates during the Administrative Review Process. 
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2. The person to contact to submit or request additional data on the 

information included in the economic, small business and consumer impact 

statement: 

Name:  Anthony J. Hill 

Address: Department of Economic Security 

P.O. Box 6123, Mail Drop 1292 

Phoenix, AZ 85005 

Or 

Department of Economic Security 

1789 W Jefferson St., Mail Drop 1292 

Phoenix, AZ 85007 

Telephone: (602) 542-6555 

Fax:  (602) 542-6000 

E-mail: ahill3@azdes.gov 

 

3.  Persons who will be directly affected by, bear the costs of, or directly benefit 

from the rulemaking:   

The Department anticipates that this rulemaking will have a minimal (less than 

$1,000) economic impact on the implementing agency, small businesses and 

consumers.  The Department currently administers the administrative review 

process under Article 18.  The purpose of this rulemaking is to add, amend, and 

repeal rules to conform to current practice and terminology and most importantly 

to make the rules more clear, concise, and understandable.  Therefore, the 
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Department does not anticipate that the changes to the rule will have more than a 

minimal economic impact. 

 

In SFY 2016, the Department had 37,387 members enrolled in the Division 

services.  During the same time period, the Office of Administrative Review 

processed 325 administrative reviews.  This number is inclusive of individuals 

who applied for the Division services, and not approved but afforded appeal rights 

through the Article.  Historically, the Office of Administrative Review processes 

on average 225 administrative reviews annually. 

 

The Department anticipates an increase of 5% to 8% above the existing 

administrative reviews as a result of this rulemaking and clarification.  This 

anticipated increase is due to the number of individuals applying for the Division 

services.  Currently the Division member growth rate is 4.6% per year. 

 

Currently the Office of Administrative Review has six full time employees who 

are necessary to implement and enforce the administrative review process.  

Administrative and other costs required for compliance with the rule are 

anticipated to increase by the same percentage, but will be mitigated through 

increased efficiencies.  There is no anticipation of the need for an increase in 

employees because of this rulemaking. 
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The Department and the members of the public will benefit from this rulemaking 

because it will make the filing procedures for an administrative review more 

clear, concise, and understandable. 

 

4. Cost-benefit analysis: 

a.  Costs and benefits to state agencies directly affected by the 

rulemaking: 

There is no additional cost to the Department or other state agencies 

anticipated by this rulemaking. 

b.  Costs and benefits to political subdivisions directly affected by the 

rulemaking: 

 This program has no economic impact on political subdivisions; therefore, 

there is no cost or benefits to political subdivisions by this rulemaking. 

c.  Costs and benefits to businesses directly affected by the rulemaking: 

Not applicable 

 

5.  Impact on private and public employment: 

This rulemaking is not expected to impact public and private employment. 

 

6.  Impact on small businesses: 

a. Identification of the small business subject to the rulemaking: 

 This rulemaking does not impact small businesses.   
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b. Administrative and other costs required for compliance with the 

rulemaking: 

There are no administrative or other costs required to comply with this 

rulemaking. 

c. Description of methods that may be used to reduce the impact on 

small businesses: 

i. Establish less costly or less stringent compliance or reporting 

requirements: 

Not applicable 

ii. Establish less costly schedules or less stringent deadlines for 

compliance: 

Not applicable 

iii. Consolidate or simplify compliance or reporting requirements: 

Not applicable 

iv. Establish separate performance standards: 

Not applicable 

v. Exempt small businesses from any or all requirements: 

Not applicable 

d.  The probable cost and benefit to private persons and consumers who 

are directly affected by the rulemaking: 

The Department believes that the rulemaking will have minimal (less than 

$1,000) economic impact for all persons involved in the rulemaking.  

There are no negative impacts on small businesses as a result of this 



7 
 

rulemaking.  The Department and the members of public will benefit from 

this rulemaking because it will make the filing procedures for an 

administrative review more clear, concise, and understandable. 

 

7.  Probable effects on state revenues: 

None 

  

8.  Less intrusive or less costly alternative methods considered: 

There is no less intrusive or less costly method of achieving the objectives of the 

rulemaking. 

 a. Monetizing of the costs and benefits for each option: 

  Not applicable 

 b. Rationale for not using non-selected alternatives: 

        Not applicable 

 

9. Description of any data on which the rule is based: 

  Not applicable 
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36-554. Powers and duties of director 

A. The director shall: 

1. Be responsible for developing and annually revising a statewide plan and initiating statewide 
programs and services for persons with developmental disabilities in locations where the 
programs and services are necessary, which shall include: 

(a) Child services, which may include infant stimulation, developmental training for pre-school 
children and special education at Arizona training program facilities for school-age, children 
with developmental disabilities residing at Arizona training program facilities who do not attend 
public school. 

(b) Adult services, in coordination with the vocational rehabilitation services of the department, 
which may include but not be limited to job training and training and adjustment services, job 
development and placement, sheltered employment and other nonvocational day activity services 
for adults. 

(c) Residential services, including various community residential settings, Arizona training 
program facilities and state operated service centers which provide varying levels of supervision 
in accordance with the developmental disability levels of the persons placed at such settings, 
facilities or centers. The department shall contract with private profit or nonprofit agencies to 
provide appropriate residential settings for persons with developmental disabilities which 
provide for regular assistance and supervision of such persons and which provide varied 
developmental disability programs and services on or near the community residential setting. 

(d) Resource services, which may include comprehensive evaluation services, information and 
referral services and outpatient rehabilitation and social development services. The department in 
providing developmental disability programs and services shall whenever practicable utilize 
qualified private contractors. In selecting private contractors, the department shall utilize those 
contractors which can clearly demonstrate an ability to perform such contract in accordance with 
standards and specifications adopted by the department. 

2. Establish standards, provide technical assistance, and supervise all developmental disability 
programs and services operated by or supported by the department. 

3. Coordinate the planning and implementation of developmental disability programs and 
activities, institutional and community, of all state agencies, provided this shall not be construed 
as depriving other state agencies of jurisdiction over, or the right to plan for, control, and operate 
programs that pertain to developmental disability programs but that fall within the primary 
jurisdiction of such other state agencies. 

4. Periodically assess the effectiveness of the quality assurance system as required by 42 Code of 
Federal Regulations section 434.34 as it pertains to developmental disabilities programs. 

5. License community residential settings pursuant to this chapter. 
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6. Develop rules establishing a procedure for handling complaints about community residential 
settings. 

7. Inform in writing every parent or guardian of a client with a developmental disability residing 
at or transferring to a community residential setting of the complaint handling procedure. 

8. As new community residential settings are developed over a period of time, reduce the 
clientele at Arizona training program facilities to those persons with developmental disabilities 
who are required to be in Arizona training program facilities because the community lacks an 
appropriate community residential setting that meets their individual needs or whose parents or 
legal guardians want them in an Arizona training program facility. 

9. In conjunction with the division, individuals with developmental disabilities and their families, 
advocates, community members and service providers, develop, enhance and support 
environments that enable individuals with developmental disabilities to achieve and maintain 
physical well-being, personal and professional satisfaction, participation as family and 
community members and safety from abuse and exploitation. 

10. Do all other things reasonably necessary and proper to carry out the duties and the provisions 
of this chapter. 

11. Adopt rules regarding procurement procedures similar to those found in title 41, chapter 23. 

B. Programs and services offered pursuant to subsection A, paragraph 1 of this section shall be 
provided in cooperation with public and private resources that can best meet the needs of persons 
with developmental disabilities and that are located in the community and in proximity to the 
persons being served. 

C. The director may: 

1. Establish nonresidential outpatient programs for placement, evaluation, care, treatment and 
training of persons with developmental disabilities residing in the community who are not 
eligible for public school programs, and who do not have access to other state supported 
programs providing equivalent services. 

2. Develop cooperative programs with other state departments and agencies, political 
subdivisions of the state, and private agencies concerned with and providing services for persons 
with developmental disabilities. 

3. Contract for the purchase of services with other state and local governmental or private 
agencies. Such agencies are authorized to accept and expend funds received pursuant to such 
contracts. 

4. Stimulate research by public and private agencies, institutions of higher learning, and hospitals 
in the interest of the prevention of developmental disabilities and improved methods of care and 
training for persons with developmental disabilities. 
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5. Apply for, accept, receive, hold in trust or use in accordance with the terms of the grant or 
agreement any public or private funds or properties, real or personal, granted or transferred to it 
for any purpose authorized by this chapter. 

6. Make and amend rules from time to time as deemed necessary for the proper administration of 
programs and services for the treatment of persons with developmental disabilities, for the 
admission of persons with developmental disabilities to the programs and services and to carry 
out the purposes of this chapter.  

36-563. Review and appeal; hearing 

A. This section governs the review and appeal procedure for decisions relating to the admission, 
evaluation, assignment to programs and services, care and treatment, discharge from a program 
or service provided through the department and contributions for residential programs or services 
provided through the department. 

B. Notice of the appeal rights provided pursuant to this section shall be given to all parties to 
each placement evaluation and to each interested person upon request. 

C. The director shall adopt rules to establish procedures for initial, informal administrative 
review and redetermination by the department of the decisions specified in subsection A of this 
section. These rules shall specify the manner by which requests for administrative reviews are 
filed, the person with whom requests are filed, whether and under what circumstances meetings 
of department representatives and the person filing the request are required to be held to consider 
requests for review and the time periods governing requests and which govern decisions on these 
requests. These rules may prescribe forms to be used in initiating requests for administrative 
review. 

D. Further administrative appeals from decisions of the department subject to the procedures 
specified in subsection C of this section and on other contested cases are governed by title 41, 
chapter 14, article 3.  

E. Services required pursuant to section 36-559, subsection D shall be directed by the courts. 

41-1954. Powers and duties 

A. In addition to the powers and duties of the agencies listed in section 41-1953, subsection E, 
the department shall: 

1. Administer the following services: 

(a) Employment services, including manpower programs and work training, field operations, 
technical services, unemployment compensation, community work and training and other related 
functions in furtherance of programs under the social security act, as amended, the Wagner-
Peyser act, as amended, the federal unemployment tax act, as amended, 33 United States Code, 
the family support act of 1988 (P.L. 100-485) and other related federal acts and titles. 
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(b) Individual and family services, which shall include a section on aging, services to children, 
youth and adults and other related functions in furtherance of social service programs under the 
social security act, as amended, title IV, except parts B and E, grants to states for aid and services 
to needy families with children and for child-welfare services, title XX, grants to states for 
services, the older Americans act, as amended, the family support act of 1988 (P.L. 100-485) and 
other related federal acts and titles. 

(c) Income maintenance services, including categorical assistance programs, special services 
unit, child support collection services, establishment of paternity services, maintenance and 
operation of a state case registry of child support orders, a state directory of new hires, a support 
payment clearinghouse and other related functions in furtherance of programs under the social 
security act, title IV, grants to states for aid and services to needy families with children and for 
child-welfare services, title XX, grants to states for services, as amended, and other related 
federal acts and titles. 

(d) Rehabilitation services, including vocational rehabilitation services and sections for the blind 
and visually impaired, communication disorders, correctional rehabilitation and other related 
functions in furtherance of programs under the vocational rehabilitation act, as amended, the 
Randolph-Sheppard act, as amended, and other related federal acts and titles. 

(e) Administrative services, including the coordination of program evaluation and research, 
interagency program coordination and in-service training, planning, grants, development and 
management, information, legislative liaison, budget, licensing and other related functions. 

(f) Manpower planning, including a state manpower planning council for the purposes of the 
federal-state-local cooperative manpower planning system and other related functions in 
furtherance of programs under the comprehensive employment and training act of 1973, as 
amended, and other related federal acts and titles. 

(g) Economic opportunity services, including the furtherance of programs prescribed under the 
economic opportunity act of 1967, as amended, and other related federal acts and titles. 

(h) Intellectual disability and other developmental disability programs, with emphasis on referral 
and purchase of services. The program shall include educational, rehabilitation, treatment and 
training services and other related functions in furtherance of programs under the developmental 
disabilities services and facilities construction act, Public Law 91-517, and other related federal 
acts and titles. 

(i) Nonmedical home and community based services and functions, including department 
designated case management, housekeeping services, chore services, home health aid, personal 
care, visiting nurse services, adult day care or adult day health, respite sitter care, attendant care, 
home delivered meals and other related services and functions. 

2. Provide a coordinated system of initial intake, screening, evaluation and referral of persons 
served by the department. 



5 
 

3. Adopt rules it deems necessary or desirable to further the objectives and programs of the 
department. 

4. Formulate policies, plans and programs to effectuate the missions and purposes of the 
department. 

5. Employ and determine the conditions of employment and prescribe the duties and powers of 
administrative, professional, technical, secretarial, clerical and other persons subject to chapter 4, 
article 4 and, as applicable, article 5 of this title as may be necessary in the performance of its 
duties, contract for the services of outside advisors, consultants and aides as may be reasonably 
necessary and reimburse department volunteers, designated by the director, for expenses in 
transporting clients of the department on official business. 

6. Make contracts and incur obligations within the general scope of its activities and operations 
subject to the availability of funds. 

7. Contract with or assist other departments, agencies and institutions of the state, local and 
federal governments in the furtherance of its purposes, objectives and programs. 

8. Be designated as the single state agency for the purposes of administering and in furtherance 
of each federally supported state plan. 

9. Accept and disburse grants, matching funds and direct payments from public or private 
agencies for the conduct of programs that are consistent with the overall purposes and objectives 
of the department. 

10. Provide information and advice on request by local, state and federal agencies and by private 
citizens, business enterprises and community organizations on matters within the scope of its 
duties subject to the departmental rules on the confidentiality of information. 

11. Establish and maintain separate financial accounts as required by federal law or regulations. 

12. Advise and make recommendations to the governor and the legislature on all matters 
concerning its objectives. 

13. Have an official seal that shall be judicially noticed. 

14. Annually estimate the current year's population of each county, city and town in this state, 
using the periodic census conducted by the United States department of commerce, or its 
successor agency, as the basis for such estimates and deliver such estimates to the economic 
estimates commission before December 15. 

15. Estimate the population of any newly annexed areas of a political subdivision as of July 1 of 
the fiscal year in which the annexation occurs and deliver such estimates as promptly as is 
feasible after the annexation occurs to the economic estimates commission. 
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16. Establish and maintain a statewide program of services for persons who are both hearing 
impaired and visually impaired and coordinate appropriate services with other agencies and 
organizations to avoid duplication of these services and to increase efficiency. The department of 
economic security shall enter into agreements for the utilization of the personnel and facilities of 
the department of economic security, the department of health services and other appropriate 
agencies and organizations in providing these services. 

17. Establish and charge fees for deposit in the department of economic security prelayoff 
assistance services fund to employers who voluntarily participate in the services of the 
department that provide job service and retraining for persons who have been or are about to be 
laid off from employment. The department shall charge only those fees necessary to cover the 
costs of administering the job service and retraining services. 

18. Establish a focal point for addressing the issue of hunger in Arizona and provide coordination 
and assistance to public and private nonprofit organizations that aid hungry persons and families 
throughout this state. Specifically such activities shall include: 

(a) Collecting and disseminating information regarding the location and availability of surplus 
food for distribution to needy persons, the availability of surplus food for donation to charity 
food bank organizations, and the needs of charity food bank organizations for surplus food. 

(b) Coordinating the activities of federal, state, local and private nonprofit organizations that 
provide food assistance to the hungry. 

(c) Accepting and disbursing federal monies, and any state monies appropriated by the 
legislature, to private nonprofit organizations in support of the collection, receipt, handling, 
storage and distribution of donated or surplus food items. 

(d) Providing technical assistance to private nonprofit organizations that provide or intend to 
provide services to the hungry. 

(e) Developing a state plan on hunger that, at a minimum, identifies the magnitude of the hunger 
problem in this state, the characteristics of the population in need, the availability and location of 
charity food banks and the potential sources of surplus food, assesses the effectiveness of the 
donated food collection and distribution network and other efforts to alleviate the hunger 
problem, and recommends goals and strategies to improve the status of the hungry. The state 
plan on hunger shall be incorporated into the department's state comprehensive plan prepared 
pursuant to section 41-1956. 

(f) Establishing a special purpose advisory council on hunger pursuant to section 41-1981. 

19. Establish an office to address the issue of homelessness and to provide coordination and 
assistance to public and private nonprofit organizations that prevent homelessness or aid 
homeless individuals and families throughout this state. These activities shall include: 
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(a) Promoting and participating in planning for the prevention of homelessness and the 
development of services to homeless persons. 

(b) Identifying and developing strategies for resolving barriers in state agency service delivery 
systems that inhibit the provision and coordination of appropriate services to homeless persons 
and persons in danger of being homeless. 

(c) Assisting in the coordination of the activities of federal, state and local governments and the 
private sector that prevent homelessness or provide assistance to homeless people. 

(d) Assisting in obtaining and increasing funding from all appropriate sources to prevent 
homelessness or assist in alleviating homelessness. 

(e) Serving as a clearinghouse on information regarding funding and services available to assist 
homeless persons and persons in danger of being homeless. 

(f) Developing an annual state comprehensive homeless assistance plan to prevent and alleviate 
homelessness. 

(g) Submitting an annual report to the governor, the president of the senate and the speaker of the 
house of representatives on the status of homelessness and efforts to prevent and alleviate 
homelessness. 

20. Cooperate with the Arizona-Mexico commission in the governor's office and with 
researchers at universities in this state to collect data and conduct projects in the United States 
and Mexico on issues that are within the scope of the department's duties and that relate to 
quality of life, trade and economic development in this state in a manner that will help the 
Arizona-Mexico commission to assess and enhance the economic competitiveness of this state 
and of the Arizona-Mexico region. 

21. Exchange information, including case specific information, and cooperate with the 
department of child safety for the administration of the department of child safety's programs. 

B. If the department of economic security has responsibility for the care, custody or control of a 
child or is paying the cost of care for a child, it may serve as representative payee to receive and 
administer social security and United States department of veterans affairs benefits and other 
benefits payable to such child. Notwithstanding any law to the contrary, the department of 
economic security: 

1. Shall deposit, pursuant to sections 35-146 and 35-147, such monies as it receives to be 
retained separate and apart from the state general fund on the books of the department of 
administration. 

2. May use such monies to defray the cost of care and services expended by the department of 
economic security for the benefit, welfare and best interests of the child and invest any of the 
monies that the director determines are not necessary for immediate use. 
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3. Shall maintain separate records to account for the receipt, investment and disposition of funds 
received for each child. 

4. On termination of the department of economic security's responsibility for the child, shall 
release any funds remaining to the child's credit in accordance with the requirements of the 
funding source or in the absence of such requirements shall release the remaining funds to: 

(a) The child, if the child is at least eighteen years of age or is emancipated. 

(b) The person responsible for the child if the child is a minor and not emancipated. 

C. Subsection B of this section does not pertain to benefits payable to or for the benefit of a child 
receiving services under title 36. 

D. Volunteers reimbursed for expenses pursuant to subsection A, paragraph 5 of this section are 
not eligible for workers' compensation under title 23, chapter 6. 

E. In implementing the temporary assistance for needy families program pursuant to Public Law 
104-193, the department shall provide for cash assistance to two parent families if both parents 
are able to work only on documented participation by both parents in work activities described in 
title 46, chapter 2, article 5, except that payments may be made to families who do not meet the 
participation requirements if: 

1. It is determined on an individual case basis that they have emergency needs. 

2. The family is determined to be eligible for diversion from long-term cash assistance pursuant 
to title 46, chapter 2, article 5. 

F. The department shall provide for cash assistance under temporary assistance for needy 
families pursuant to Public Law 104-193 to two parent families for no longer than six months if 
both parents are able to work, except that additional assistance may be provided on an individual 
case basis to families with extraordinary circumstances. The department shall establish by rule 
the criteria to be used to determine eligibility for additional cash assistance. 

G. The department shall adopt the following discount medical payment system for persons who 
the department determines are eligible and who are receiving rehabilitation services pursuant to 
subsection A, paragraph 1, subdivision (c) of this section: 

1. For inpatient hospital admissions and outpatient hospital services the department shall 
reimburse a hospital according to the rates established by the Arizona health care cost 
containment system administration pursuant to section 36-2903.01, subsection G. 

2. The department's liability for a hospital claim under this subsection is subject to availability of 
funds. 
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3. A hospital bill is considered received for purposes of paragraph 5 of this subsection on initial 
receipt of the legible, error-free claim form by the department if the claim includes the following 
error-free documentation in legible form: 

(a) An admission face sheet. 

(b) An itemized statement. 

(c) An admission history and physical. 

(d) A discharge summary or an interim summary if the claim is split. 

(e) An emergency record, if admission was through the emergency room. 

(f) Operative reports, if applicable. 

(g) A labor and delivery room report, if applicable. 

4. The department shall require that the hospital pursue other third-party payors before 
submitting a claim to the department. Payment received by a hospital from the department 
pursuant to this subsection is considered payment by the department of the department's liability 
for the hospital bill. A hospital may collect any unpaid portion of its bill from other third party 
payors or in situations covered by title 33, chapter 7, article 3. 

5. For inpatient hospital admissions and outpatient hospital services rendered on and after 
October 1, 1997, if the department receives the claim directly from the hospital, the department 
shall pay a hospital's rate established according to this section subject to the following: 

(a) If the hospital's bill is paid within thirty days of the date the bill was received, the department 
shall pay ninety-nine per cent of the rate. 

(b) If the hospital's bill is paid after thirty days but within sixty days of the date the bill was 
received, the department shall pay one hundred per cent of the rate. 

(c) If the hospital's bill is paid any time after sixty days of the date the bill was received, the 
department shall pay one hundred per cent of the rate plus a fee of one per cent per month for 
each month or portion of a month following the sixtieth day of receipt of the bill until the date of 
payment. 

6. For medical services other than those for which a rate has been established pursuant to section 
36-2903.01, subsection G, the department shall pay according to the Arizona health care cost 
containment system capped fee-for-service schedule adopted pursuant to section 36-2904, 
subsection K or any other established fee schedule the department determines reasonable. 

H. The department shall not pay claims for services pursuant to this section that are submitted 
more than nine months after the date of service for which the payment is claimed. 
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I. To assist in the location of persons or assets for the purpose of establishing paternity, 
establishing, modifying or enforcing child support obligations and other related functions, the 
department has access, including automated access if the records are maintained in an automated 
database, to records of state and local government agencies, including: 

1. Vital statistics, including records of marriage, birth and divorce. 

2. State and local tax and revenue records, including information on residence address, employer, 
income and assets. 

3. Records concerning real and titled personal property. 

4. Records of occupational and professional licenses. 

5. Records concerning the ownership and control of corporations, partnerships and other business 
entities. 

6. Employment security records. 

7. Records of agencies administering public assistance programs. 

8. Records of the motor vehicle division of the department of transportation. 

9. Records of the state department of corrections. 

10. Any system used by a state agency to locate a person for motor vehicle or law enforcement 
purposes, including access to information contained in the Arizona criminal justice information 
system. 

J. Notwithstanding subsection I of this section, the department or its agents shall not seek or 
obtain information on the assets of an individual unless paternity is presumed pursuant to section 
25-814 or established. 

K. Access to records of the department of revenue pursuant to subsection I of this section shall 
be provided in accordance with section 42-2003. 

L. The department also has access to certain records held by private entities with respect to child 
support obligors or obligees, or individuals against whom such an obligation is sought. The 
information shall be obtained as follows: 

1. In response to a child support subpoena issued by the department pursuant to section 25-520, 
the names and addresses of these persons and the names and addresses of the employers of these 
persons, as appearing in customer records of public utilities and cable television companies. 

2. Information on these persons held by financial institutions. 
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M. Pursuant to department rules, the department may compromise or settle any support debt 
owed to the department if the director or an authorized agent determines that it is in the best 
interest of the state and after considering each of the following factors: 

1. The obligor's financial resources. 

2. The cost of further enforcement action. 

3. The likelihood of recovering the full amount of the debt. 

N. Notwithstanding any law to the contrary, a state or local governmental agency or private 
entity is not subject to civil liability for the disclosure of information made in good faith to the 
department pursuant to this section.  
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M E M O R A N D U M 
 
 

MEETING DATE: November 7, 2017     AGENDA ITEM: E-4 
 
 
TO:  Members of the Governor’s Regulatory Review Council (Council)  
  
FROM:    Council Staff 
    
DATE:       October 24, 2017 
 
SUBJECT:  DEPARTMENT OF INSURANCE (R-17-1103) 

Title 20, Chapter 6, Article 14, Insurance Holding Company 
 
  Amend: R20-6-1409 
_____________________________________________________________________________ 
 
SUMMARY OF THE RULEMAKING    
 
 The purpose of the Arizona Department of Insurance (Department) is to administer the 
state’s insurance laws, protect the citizens of the state who purchase insurance, provide a better 
response to the needs of persons who purchase insurance, stimulate the insurance market by 
encouraging competition, protect the public from unregulated insurers and represent insurance 
consumers’ interests. See Laws 2010, Ch. 13 § 3. 
 
 This rulemaking seeks to amend one rule in A.A.C. Title 20, Chapter 6, Article 14, 
related to insurance holding companies. The Department is engaging in this rulemaking to 
implement statutory changes. In 2014, the legislature amended A.R.S. §§ 20-481 through 20-
481.32 to retain accreditation with the National Association of Insurance Commissioners 
(NAIC).  
 
 The NAIC is an organization created and governed by the chief insurance regulators from 
the 50 states, the District of Columbia and five U.S. territories. Through the NAIC, the 
Department and other state insurance regulators establish standards and best practices, conduct 
peer review, and coordinate their regulatory oversight. Moreover, the NAIC Accreditation 
Program develops and maintains standards to promote effective financial solvency regulation of 
insurance companies.  
 
 The Department received an exception from the moratorium on May 19, 2017. 
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 Proposed Action 
  
 The Department proposes to amend R20-6-1409 to ensure consistency with A.R.S. § 20-
481.19(C). The statute reads “[f]or the purposes of this section, “extraordinary dividend or 
distribution” includes any dividend or distribution of case or other property whose fair market 
value together with that of other dividends or distributions made within the preceding twelve 
months exceeds the lesser of…net income, if such insurer is not a life insurer, for the twelve 
month period ending December 31 next preceding….”  
 
 In this rulemaking, the Department proposes to remove the word “investment” from the 
rule because the current rule places a financial limitation on certain insurers seeking to make a 
dividend or distribution. Therefore, the Department proposes to amend the rule to make it 
consistent with statute and the NAIC Model Regulation, and to not burden insurers with any 
limitation. 
 
1. Are the rules legal, consistent with legislative intent, and within the agency’s 

statutory authority? 
 
 Yes. The Department cites to A.R.S. § 20-143(A) as general authority for the rule, under 
which the Director “may make reasonable rules necessary for effectuating any provision of this 
title [Insurance].” The Department also cites to A.R.S. § 20-481.22, under which the Director has 
the authority to make rules necessary to carry out the provisions of A.R.S. Title 20, Chapter 2, 
Article 8, related to insurance holding company systems. 
  
2. Do the rules establish a new fee or contain a fee increase? 
 
  No. The rule does not establish a new fee or contain a fee increase. 
 
3. Summary of the agency’s economic impact analysis: 
 
 The Department indicates that there will be minimal economic impact from this 
rulemaking.  
 
4. Has the agency analyzed the costs and benefits of the rulemaking and determined 

that the rules impose the least burden and costs to those who are regulated? 
 
 Yes. The Department does not anticipate any costs related to this rulemaking. The 
stakeholders will benefit from a clearer rule. Therefore, benefits outweigh the costs. 
 
5. What are the economic impacts on stakeholders? 
 
 The rule only applies to insurers who are members of holding company systems and must 
register with the Department pursuant to A.R.S. § 20-481.09. The Department does not anticipate 
any administrative or other costs will be incurred by insurers complying with the rulemaking. 
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6. Does the agency adequately address the comments on the proposed rules and any  

supplemental proposals? 
  
 Yes. The Department indicates that no written comments have been received on this 
rulemaking. 
 
7. Are the final rules a substantial change, considered as a whole, from the proposed 

rules and any supplemental proposals? 
  
 No. The Department indicates that no changes were made between the proposed rule and 
final rule. 
 
8. Are the rules more stringent than corresponding federal law and, if so, is there 

statutory authority to exceed the requirements of federal law? 
 
 No. The Department indicates that the rule does not correspond to any federal laws. 

9. Do the rules require a permit or license and, if so, does the agency comply with 
A.R.S. § 41-1037? 

 
 No. The Department indicates that the rule does not require a permit or license. 
 
10. Does the preamble disclose a reference to any study relevant to the rules that the 

agency reviewed and either did or did not rely upon? 
 
 No. The Department indicates that it did not review or rely upon any study. 
 
11. Conclusion 

 
The Department requests the usual 60-day delayed effective date for the rule. This analyst 

recommends approval of the rule. 
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NOTICE OF FINAL RULEMAKING 

TITLE 20. COMMERCE, FINANCIAL INSTITUTIONS AND INSURANCE 

CHAPTER 6. DEPARTMENT OF INSURANCE 

ARTICLE 14. INSURANCE HOLDING COMPANY  

PREAMBLE 

1. Sections Affected Rulemaking Action 

 R20-6-1409  Amend 

2. Citations to the agency’s statutory rulemaking authority to include the 

authorizing statute (general) and the implementing statute (specific): 

Authorizing statute: A.R.S. § 20-143  

Implementing statute:  A.R.S. § 20-481.22  

3. The effective date of the rule: 

a. If the agency selected a date earlier than the 60 day effective date as 

specified in A.R.S. § 41-1032(A), include the earlier date and state the 

reason or reasons the agency selected the earlier effective date as 

provided in A.R.S. § 41-1032(A)(1) through (5): 

 Not applicable.   

b. If the agency selected a date later than the 60 day effective date as 

specified in A.R.S. § 41-1032(A), include the later date and state the reason 

or reasons the agency selected the later effective date as provided in 

A.R.S. § 41-1032(B): 

 Not applicable. 

4.  Citations to all related notices published in the Register as specified in R1-1-

409(A) that pertain to the final rulemaking package: 
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      Notice of Rulemaking Docket Opening:  23 A.A.R. 2171, August 11, 2017 

      Notice of Proposed Rulemaking:  23 A.A.R. 2168, August 11, 2017 

5. The agency’s contact person who can answer questions about the 

rulemaking: 

Name: Mary E. Kosinski 

Address: Department of Insurance 

 2910 N. 44th Street, Suite 210 

 Phoenix, Arizona  85018 

Telephone: (602) 364-3471 

E-mail: mkosinski@azinsurance.gov 

6. An agency’s justification and reason why a rule should be made, amended, 

repealed, or renumbered to include an explanation about the rulemaking: 

In 2014, to retain accreditation with the National Association of Insurance 

Commissioners (NAIC), the Arizona Legislature passed amendments to Arizona’s 

insurance holding company statutes, Arizona Revised Statutes (“ARS”) §§ 20-481 

through 20-481.32 (Laws 2014, Ch. 104, §§ 1-20).  By session law, the legislature 

exempted the Arizona Department of Insurance (“Department”) from Title 41, 

Chapter 6 for two years or until April 22, 2016.   

ARS § 20-481.19(C) reads in pertinent part:  “For the purposes of this section, 

“extraordinary dividend or distribution” includes any dividend or distribution of cash 

or other property whose fair market value together with that of other dividends or 

distributions made within the preceding twelve months exceeds the lesser of . . .  

net income, if such insurer is not a life insurer, for the twelve month period ending 
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December 31 next preceding . . . “ (Emphasis added.)   

In 2015, the Department published a Final Exempt Rulemaking (21 A.A.R. 54, 

January 9, 2015).  Section R20-6-1409, which was renumbered from R20-6-1408, is 

the correlate rule to ARS § 20-481.19.  Unfortunately, the Department erred during 

the rulemaking process and failed to make one necessary change to R20-6-1409 to 

remove the word “investment” which had been a part of R20-6-1408.  After 

publication, the NAIC brought to the Department’s attention that R20-6-1409(A)(4)(d) 

retained the phrase “net investment income” which does not comport with ARS § 20-

481.19 which uses “net income.” The current wording of R20-6-1409(A)(4)(d) places 

a financial limitation on certain insurers seeking to make a dividend or distribution.  

The Department seeks to amend the rule in order to be consistent with ARS § 20-

481.19(C), to be consistent with the NAIC Model Regulation, and to not burden 

insurers with this limitation.     

7. A reference to any study relevant to the rule that the agency reviewed and 

either to rely on or did not to rely on in its evaluation of or justification for the 

rule, where the public may obtain or review each study, all data underlying 

each study, and any analysis of each study and other supporting material: 

Not applicable. 
 
8. A showing of good cause why the rulemaking is necessary to promote a 

statewide interest if the rulemaking will diminish a previous grant of authority 

of a political subdivision of this state: 

The rule will not diminish a previous grant of authority of a political subdivision of this 

state. 
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9. A summary of the economic, small business, and consumer impact: 

a. An identification of the proposed rulemaking, including (i) the conduct and 

its frequency of occurrence that the rule is designed to change; (ii) the 

harm resulting from the conduct the rule is designed to change and the 

likelihood it will continue to occur if the rule is not changed; and (iii) the 

estimated change in frequency of the targeted conduct expected from the 

rule change:  

 Not applicable.  The rulemaking is only to correct an error made in a prior 

rulemaking and does not target any conduct. 

b. A brief summary of the information included in the economic, small 

business and consumer impact statement: 

The National Association of Insurance Commissioners (NAIC) brought to the 

Department’s attention that, when it did a recent rulemaking, R20-6-

1409(A)(4)(d) retained the phrase “net investment income” which does not 

comport with ARS § 20-481.19 which uses “net income.” The current wording of 

R20-6-1409(A)(4)(d) places a financial limitation on certain insurers seeking to 

make a dividend or distribution.  The Department seeks to amend the rule in 

order to be consistent with ARS § 20-481.19(C), to be consistent with the NAIC 

Model Regulation, and to not burden insurers with this limitation.     

 This correction has no financial impact either to the state or to registered insurers 

seeking to pay an extraordinary dividend or distribution because A.R.S. § 20-

481.19 already contains the correct language. 

c. The agency’s contact person who can answer questions about the 
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economic, small business, and consumer impact statement: 

Name: Mary E. Kosinski 

Address: Department of Insurance 

 2910 N. 44th Street, Suite 210 

 Phoenix, Arizona  85018 

Telephone: (602) 364-3471 

E-mail: mkosinski@azinsurance.gov 

10. A description of any changes between the proposed rulemaking, to include 

supplemental notices, and the final rulemaking: 

No changes. 

11. An agency’s summary of the public or stakeholder comments made about the 

rulemaking and the agency response to the comments: 

 The Department did not receive any public or stakeholder comments. 

12. All agencies shall list other matters prescribed by statute that are applicable to 

the specific agency or to any specific rule or class of rules. Additionally, an 

agency subject to Council review under A.R.S. §§ 41-1052 and 41-1055 shall 

respond to the following questions: 

a. Whether the rule requires a permit, whether a general permit is used and if 

not, the reasons why a general permit is not used: 

 No permit is required. 

b. Whether a federal law is applicable to the subject of the rule, whether the 

rule is more stringent than the federal law and if so, citation to the statutory 

authority to exceed the requirements of federal law: 
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 No federal law is applicable. 

c. Whether a person submitted an analysis to the agency that compares the 

rule’s impact of the competitiveness of business in this state to the impact 

on business in other states: 

           No person submitted an analysis. 

13. A list of any incorporated by reference material as specified in A.R.S. § 41-

1028 and its location in the rules: 

Not applicable.  

14. Whether the rule was previously made, amended or repealed as an emergency 

rule.  If so, cite the notice published in the Register as specified in R1-1-

409(A).  Also, the agency shall state where the text was changed between the 

emergency and the final rulemaking packages: 

     The rule was not previously made, amended or repealed as an emergency rule.  

15. The full text of the rule follows:  
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TITLE 20. COMMERCE, FINANCIAL INSTITUTIONS AND INSURANCE 

CHAPTER 6. DEPARTMENT OF INSURANCE 

ARTICLE 14.  INSURANCE HOLDING COMPANY 

 

R20-6-1409. Extraordinary Dividends and Other Distributions. 
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R20-6-1409. Extraordinary Dividends and Other Distributions 

A. Requests for approval of extraordinary dividends or any other extraordinary 

distribution to shareholders shall include the following:  

1. The amount of the proposed dividend;  

2. The date established for payment of the dividend;  

3. A statement as to whether the dividend is to be in cash or other property and, if in 

property, a description thereof, its cost, and its fair market value together with an 

explanation of the basis for valuation;  

4. A copy of the calculations determining that the proposed dividend is 

extraordinary. The work paper shall include the following information:  

a. The amounts, dates and form of payment of all dividends or distributions, 

including regular dividends but excluding distributions of the insurer’s own 

securities, paid within the period of 12 consecutive months ending on the date 

fixed for payment of the proposed dividend for which approval is sought and 

commencing on the day after the same day of the same month in the last 

preceding year; 

b. Surplus as regards policyholders, total capital and surplus, as of the 31st day 

of December next preceding;  

c. If the insurer is a life insurer, the net gain from operations for the 12-month 

period ending the 31st day of December next preceding;  

d. If the insurer is not a life insurer, the net investment income, net realized 

capital gains for the 12-month period ending the 31st day of December next 

preceding and the two preceding 12-months periods; and  
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e. If the insurer is not a life insurer, the dividends paid to stockholders excluding 

distributions of the insurer’s own securities in the preceding two calendar 

years.  

5. A balance sheet and statement of income for the period intervening from the last 

annual statement filed with the Director and the end of the month preceding the 

month in which the request for dividend approval is submitted; and 

6. A brief statement as to the effect of the proposed dividend upon the insurer’s 

surplus and the reasonableness of surplus in relation to the insurer’s outstanding 

liabilities and the adequacy of surplus relative to the insurer’s financial needs. 

B. No change.  

 

 



ECONOMIC, SMALL BUSINESS, AND CONSUMER IMPACT STATEMENT 

TITLE 20.  COMMERCE, FINANCIAL INSTITUTIONS AND INSURANCE 

CHAPTER 6.  DEPARTMENT OF INSURANCE 

ARTICLE 14.  INSURANCE HOLDING COMPANY 

1.  Identification of the proposed rule making. 

In 2014, to retain accreditation with the National Association of Insurance 

Commissioners (NAIC), the Arizona Legislature passed amendments to Arizona’s 

insurance holding company statutes, Arizona Revised Statutes (“ARS”) §§ 20-481 

through 20-481.32 (Laws 2014, Ch. 104, §§ 1-20).  By session law, the legislature 

exempted the Arizona Department of Insurance (“Department”) from Title 41, 

Chapter 6 for two years or until April 22, 2016.   

ARS § 20-481.19(C) reads in pertinent part:  “For the purposes of this section, 

“extraordinary dividend or distribution” includes any dividend or distribution of cash 

or other property whose fair market value together with that of other dividends or 

distributions made within the preceding twelve months exceeds the lesser of . . .  

net income, if such insurer is not a life insurer, for the twelve month period ending 

December 31 next preceding . . . “ (Emphasis added.)   

In 2015, the Department published a Final Exempt Rulemaking (21 A.A.R. 54, 

January 9, 2015).  Section R20-6-1409, which was renumbered from R20-6-1408, is 

the correlate rule to ARS § 20-481.19.  Unfortunately, the Department erred during 

the rulemaking process and failed to make one necessary change to R20-6-1409 to 

remove the word “investment” which had been a part of R20-6-1408.  After 

publication, the NAIC brought to the Department’s attention that R20-6-1409(A)(4)(d) 

retained the phrase “net investment income” which does not comport with ARS § 20-

481.19 which uses “net income.” The current wording of R20-6-1409(A)(4)(d) places 

a financial limitation on certain insurers seeking to make a dividend or distribution.  

The Department seeks to amend the rule in order to be consistent with ARS § 20-

481.19(C), to be consistent with the NAIC Model Regulation, and to not burden 

insurers with this limitation.     



 

2.  Identification of the persons who will be directly affected by, bear the costs of 

or directly benefit from the proposed rule making. 

 Insurers subject to registration under A.R.S. § 20-481.09 seeking to make an 

extraordinary dividend or distribution will benefit from the proposed rule making. 

3.  Cost benefit analysis of: 

a.  The probable costs and benefits to the implementing agency and other 

agencies directly affected by the implementation and enforcement of the 

proposed rule making.  The probable costs to the implementing agency 

shall include the number of new full-time employees necessary to 

implement and enforce the proposed rule.  The preparer of the economic, 

small business and consumer impact statement shall notify the joint 

legislative budget committee of the number of new full-time employees 

necessary to implement and enforce the rule before the rule is approved by 

the council. 

 The Department does not anticipate any costs will be incurred or any benefits 

realized by implementation and enforcement of the proposed rule making. 

b. The probably costs and benefits to a political subdivision of this state 

directly affected by the implementation and enforcement of the proposed 

rule making. 

 Not applicable. 

c.  The probable costs and benefits to business directly affected by the 

proposed rule making including any anticipated effect on the revenues or 



payroll expenditures of employers who are subject to the proposed rule 

making. 

 The Department does not anticipate any costs will be incurred or any benefits 

realized by businesses directly affected by the proposed rule making.  The 

proposed rulemaking aligns the language of the R20-6-1409 with its correlate 

statute A.R.S. § 20-481.19. 

4.  General description of the probable impact on private and public employment 

in businesses, agencies and political subdivisions of this state directly 

affected by the proposed rule making. 

 Not applicable. 

5.  Statement of the probable impact of the proposed rule making on small 

businesses.  The statement shall include; 

a.  Identification of the small businesses subject to the proposed rule making. 

 Not applicable.  This rule making applies to insurers that are members of holding 

company systems and must register with the Department pursuant to A.R.S. § 

20-481.09. 

b.  Administrative and other costs required for compliance with the proposed 

rule making. 

 The Department does not anticipate any administrative or other costs will be 

incurred by insurers complying with the proposed rule making. 

c.  Description of the methods prescribed in section 41-1035 that the agency 

may use to reduce the impact on small businesses, with reasons for the 

agency’s decision to use or not to use each method. 



 Not applicable. 

d.  Probable cost and benefit to private persons and consumers who are 

directly affected by the proposed rule making. 

 Not applicable to private persons and consumers. 

6.  Statement of the probable effect on state revenues. 

 No effect on state revenues is anticipated. 

7.  Description of any less intrusive or less costly alternative methods of 

achieving the purpose of the proposed rule making, including the monetizing 

of the costs and benefits for each option and providing the rationale for not 

using nonselected alternatives. 

 No less intrusive or less costly alternative methods for achieving the purpose of the 

proposed rule making is available. 

8.  Description of any data on which a rule is based with a detailed explanation of 

how the data was obtained and why the data is acceptable data.  An agency 

advocating that any data is acceptable data has the burden of proving that the 

data is acceptable.  For the purposes of this paragraph, “acceptable data” 

means empirical, replicable and testable data as evidenced in supporting 

documentation, statistics, reports, studies or research. 

 The rule making is not based on any data.  The NAIC requires this change to allow 

the Department to retain its accreditation. 



R20-6-1409. Extraordinary Dividends and Other Distributions 
A. Requests for approval of extraordinary dividends or any other extraordinary distribution to shareholders shall include the 

following:  
1. The amount of the proposed dividend;  
2. The date established for payment of the dividend;  
3. A statement as to whether the dividend is to be in cash or other property and, if in property, a description thereof, its cost, 

and its fair market value together with an explanation of the basis for valuation;  
4. A copy of the calculations determining that the proposed dividend is extraordinary. The work paper shall include the 

following information:  
a. The amounts, dates and form of payment of all dividends or distributions, including regular dividends but excluding 

distributions of the insurer’s own securities, paid within the period of 12 consecutive months ending on the date 
fixed for payment of the proposed dividend for which approval is sought and commencing on the day after the same 
day of the same month in the last preceding year; 

b. Surplus as regards policyholders, total capital and surplus, as of the 31st day of December next preceding;  
c. If the insurer is a life insurer, the net gain from operations for the 12-month period ending the 31st day of December 

next preceding;  
d. If the insurer is not a life insurer, the net investment income, net realized capital gains for the 12-month period 

ending the 31st day of December next preceding and the two preceding 12-months periods; and  
e. If the insurer is not a life insurer, the dividends paid to stockholders excluding distributions of the insurer’s own 

securities in the preceding two calendar years.  
5. A balance sheet and statement of income for the period intervening from the last annual statement filed with the Director 

and the end of the month preceding the month in which the request for dividend approval is submitted; and 
6. A brief statement as to the effect of the proposed dividend upon the insurer’s surplus and the reasonableness of surplus 

in relation to the insurer’s outstanding liabilities and the adequacy of surplus relative to the insurer’s financial needs. 
B. Subject to A.R.S. § 20-481.19, each registered insurer shall report to the Director all dividends and other distributions to 

shareholders within 5 business days following the declaration thereof and at least 10 business days before payment of the 
dividend or distribution, including the same information required by subsection (A)(4)(a) through (e) of this rule.  

Historical Note 
New Section made by exempt rulemaking at 21 A.A.R. 54, effective February 14, 2015 (Supp. 14-4). 

 



20-143. Rule-making power 

A. The director may make reasonable rules necessary for effectuating any provision of this title. 

B. The director shall make rules concerning proxies, consents or authorizations in respect of 
securities issued by domestic stock insurance companies having a class of equity securities held 
of record by one hundred or more persons to conform with the requirements of section 
12(g)(2)(G)(ii) of the securities exchange act of 1934, as amended, and as may be amended. 
Such rule shall not apply to any such company having a class of equity securities which are 
registered or are required to be registered pursuant to section l2 of the securities exchange act of 
1934, as amended, or as may be amended. Whenever such equity securities of any such company 
are registered or are required to be registered pursuant to section l2 of the securities exchange act 
of 1934, as amended, or as may be amended, then, no person shall solicit or permit the use of his 
name to solicit, in any manner whatsoever, any proxy, consent or authorization in respect of any 
equity security of such company without having first complied with the rules prescribed by the 
securities and exchange commission pursuant to section 14 of the securities exchange act of 
1934, as amended, or as may be amended. 

C. All rules made pursuant to this section shall be subject to title 41, chapter 6. 

D. In addition to any other penalty provided, wilful violation of any rule made by the director is a 
violation of this title.  

20-481.19. Extraordinary dividend or distribution; time; notice; approval by director; definition 

A. No insurer subject to registration under section 20-481.09 shall pay an extraordinary dividend 
or make any other extraordinary distribution to its shareholders until thirty days after the director 
has received notice of the declaration thereof and has not within such period disapproved such 
payment, or the director shall have approved such payment. Notice of the declaration shall be 
provided to the director no more than five business days after the declaration. 

B. Notwithstanding any other law, an insurer may declare an extraordinary dividend or 
distribution that is conditional on the approval of the director, and such a declaration shall confer 
no rights on shareholders until the director has either approved the payment of such dividend or 
distribution or has not disapproved such payment within thirty days after the notice of such 
declaration has been received. 

C. For the purposes of this section, "extraordinary dividend or distribution" includes any 
dividend or distribution of cash or other property whose fair market value together with that of 
other dividends or distributions made within the preceding twelve months exceeds the lesser of 
either ten per cent of such insurer's surplus as regards policyholders as of December 31 next 
preceding, or the net gain from operations of such insurer, if such insurer is a life insurer, or the 
net income, if such insurer is not a life insurer, for the twelve month period ending December 31 
next preceding, but shall not include pro rata distributions of any class of the insurer's own 
securities.  



20-481.22. Power to make rules 

The director may, upon notice and opportunity for all interested persons to be heard, issue such 
rules and orders as shall be necessary to carry out the provisions of this article, subject to title 41, 
chapter 6.  
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GOVERNOR’S REGULATORY REVIEW COUNCIL 
M E M O R A N D U M 
 
 

MEETING DATE: November 7, 2017     AGENDA ITEM: E-5 
 
 
TO:  Members of the Governor’s Regulatory Review Council (Council)  
  
FROM:    Council Staff 
    
DATE:       October 24, 2017 
 
SUBJECT:  DEPARTMENT OF HEALTH SERVICES (R-17-1104)  

Title 9, Chapter 13, Article 2, Newborn and Infant Screening  
 
 Amend: R9-13-201; R9-13-203; R9-13-208 
_____________________________________________________________________________ 
 
SUMMARY OF THE RULEMAKING   
 
 In this rulemaking, the Department of Health Services (Department) is seeking to amend 
three rules, related to newborn and infant screening. Statutory changes in 2017 increased the fee 
cap for the first newborn screening test from $30 to $36. The fee increase enables the 
Department to raise the fee for a first specimen to allow for severe combined immunodeficiency 
(SCID) testing as part of newborn screening.  
 
 SCID is a serious genetic disorder, which prohibits the development of a functioning 
immune system, leaving the baby with no defense against the multitude of disease-causing germs 
individual encounters every day. Even though babies with SCID appear healthy at birth, these 
babies are unable to fight off infections, causing them to be repeatedly hospitalized with life-
threatening infections, and some babies may die before their first birthday if undiagnosed and 
untreated. With the newborn screening, SCID can be identified, and a baby diagnosed and cured 
through a bone marrow transplant. 
 
 The Department received approval to proceed with the rulemaking from Governor 
Ducey’s office on June 13, 2017. 
 
 Proposed Action 
  
 The Department proposes the following actions: 
 

· R9-13-201 – Definitions: Definitions are being amended for clarity and a citation is 
updated. 
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· R9-13-203 – Newborn and Infant Bloodspot Tests: In subsection (A), SCID is added as a 
congenital disorder that must be screened for in a bloodspot test for newborns. Subsection 
(B) is being removed, since screening for SCID will no longer be optional. Citations are 
also being updated. 

· R9-13-208 – Fees: The fee for a first specimen is being raised from $30 to $36. 
 
1. Are the rules legal, consistent with legislative intent, and within the agency’s 

statutory authority? 
 
 Yes. As general authority for the rules, the Department cites to A.R.S. § 36-136(G), 
under which the Department “may make and amend rules necessary for the proper administration 
and enforcement of the laws relating to the public health.” 
 
 As specific authority, the Department cites to A.R.S. § 36-694, under which the 
Department shall establish a newborn screening program and a fee, which shall not exceed $36, 
that the Department may collect for operation of the newborn screening program.  
  
2. Do the rules establish a new fee or contain a fee increase? 
 
  Yes. The Department indicates that the rules contain a $6 fee increase, which will allow 
the Department to test for SCID. 
 
3. Summary of the agency’s economic impact analysis: 
 
 The Department anticipates that it will initially receive 83,200 first blood specimens for 
screening each year. Increasing the fees for each screening will result in approximately an 
additional $500,000 in Department’s revenue. The $6 increase per first specimen will be 
distributed among the groups listed below. Due to the nature of medical billing and birth package 
negotiating, the following distribution is a rough estimate only, and it may not necessarily equal 
the total increased fee. 

 
· AHCCCS- $257,670 
· Third-party payors- $208,122 
· Midwives- $1,800 
· Self-paid births- $33,182 

 
4. Has the agency analyzed the costs and benefits of the rulemaking and determined 

that the rules impose the least burden and costs to those who are regulated? 
 
 The Department concludes that this rulemaking will increase costs for all combined 
stakeholders by roughly $500,000 each year. These stakeholders benefit because each case of 
SCID that is screened, diagnosed, and treated early saves these stakeholders roughly $2 million 
per case. According to a 2014 estimate, SCID occurs in approximately 1 in 58,000 births with a 
higher rate (as high as 1 in 2,500 births) found in the Navajo population. With Arizona’s birth 
rate exceeding 80,000 annually, assuming that SCID screening will detect at least one case is 
reasonable. The benefits outweigh the costs. 
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5. What are the economic impacts on stakeholders? 
 
 Key stakeholders are the Department, Arizona Health Care Cost Containment System 
(AHCCCS), third-party payors, health care institutions, health care providers, and the public. 

 
 The Department will bear significant costs associated with this rulemaking due to 
increased number of samples that will be screened for SCID. The Department is increasing 
testing fees to pay for the increased workload. The Department benefits from this rulemaking 
because it promotes public health by preventing serious complications that are caused by treating 
SCID after symptoms manifest. 

 
 According to the Department’s Health Status and Vital Statistics group, AHCCCS paid 
for most births in Arizona in CY 2016. The Department estimates that the new fees for SCID 
screening will increase AHCCCS’s costs by $257,000 each year. Early SCID screening will 
greatly benefit AHCCCS, too. Treating SCID early prevents future hospitalizations. The 
Department estimates that a single case of SCID that is diagnosed after symptoms manifest 
would cost AHCCCS $2.2 million.  

 
 The Department anticipates that third-party payors will be impacted by these rules in the 
same manner as AHCCCS. 

 
 Health care institutions will be required to collect first specimens from newborn infants. 
If AHCCCS and other third party payors do not alter the reimbursement schedule for birth 
packages, then health care institutions will bear the full costs of fee increases for SCID 
screenings. If birth package rates are renegotiated, then health care institutions will share 
increased costs with other stakeholder groups. Health care institutions will benefit from this 
rulemaking through increased health care outcomes for infants diagnosed with SCID prior to 
symptoms manifesting. 

 
 The health care providers that will be impacted are midwives. In CY 2016, each 
individual midwife submitted between 1 and 28 first specimens. The fee increase will minimally 
impact midwives with a cost increase of $168 per midwife. Midwives will benefit from this 
rulemaking through increased health care outcomes for infants diagnosed with SCID prior to 
symptoms manifesting. 

  
 The public is expected to bear some of the costs associated with SCID either directly or 
indirectly. The public will also receive significant public health benefits. The Centers for Disease 
Control and Prevention (CDC) estimated that there are $5.31 in public benefits for each $1 spent 
in screening costs. 
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6. Does the agency adequately address the comments on the proposed rules and any  
supplemental proposals? 

  
 Yes. The Department indicates that no written comments have been received, and no 
comments were made at the September 14, 2017 oral proceeding. 
 
7. Are the final rules a substantial change, considered as a whole, from the proposed 

rules and any supplemental proposals? 
  
 No. The Department indicates that no changes were made between the proposed rules and 
final rules. 
 
8. Are the rules more stringent than corresponding federal law and, if so, is there 

statutory authority to exceed the requirements of federal law? 
 
 No. The Department indicates that the rules do not correspond to any federal laws. 

9. Do the rules require a permit or license and, if so, does the agency comply with 
A.R.S. § 41-1037? 

 
 No. The Department indicates that the rules do not require a permit or license. 
 
10. Does the preamble disclose a reference to any study relevant to the rules that the 

agency reviewed and either did or did not rely upon? 
 
 No. The Department indicates that it did not review or rely upon any study. 
 
11. Conclusion 

 
Citing A.R.S. § 41-1032(A)(1) and (4), the Department requests an immediate effective 

date for the rules to preserve public health, by enabling the Department to test for SCID in 
newborns as soon as the rules are approved. This analyst recommends approval of the rules. 
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NOTICE OF FINAL RULEMAKING 

TITLE 9. HEALTH SERVICES 

CHAPTER 13. DEPARTMENT OF HEALTH SERVICES 

HEALTH PROGRAMS SERVICES 

 

PREAMBLE 

1. Article, Part, or Section Affected (as applicable) Rulemaking Action 

R9-13-201 Amend 

R9-13-203 Amend 

R9-13-208 Amend 

2. Citations to the agency’s statutory rulemaking authority to include the authorizing statute 

(general) and the implementing statute (specific): 

Authorizing statutes: A.R.S. §§ 36-132(A), 36-136(A)(7), and 36-136(G) 

Implementing statutes: A.R.S. § 36-694, as amended by Laws 2017, Ch. 339 

3. The effective date of the rules: 

The Arizona Department of Health Services (Department) requests an immediate effective date 

for these rules under A.R.S. § 41-1032 (A)(1) and (4).  These rules include a $6.00 fee increase, 

which will enable the Department to test for severe combined immunodeficiency (SCID).  Babies 

born with SCID fail to develop a functioning immune system, leaving them with no defense 

against the multitude of disease-causing germs an individual encounters every day, and may die 

before their first birthday if undiagnosed and untreated.  Newborns with abnormal screening test 

results for SCID will receive follow-up services to facilitate the diagnosis, treatment, and 

potential cure for these babies. No penalties are assessed for a violation of the rules. 

4. Citations to all related notices published in the Register as specified in R1-1-409(A) that 

pertain to the record of the final rulemaking package: 

Notice of Rulemaking Docket Opening: 23 A.A.R. 1810, July 7, 2017 

Notice of Proposed Rulemaking: 23 A.A.R. 2159, August 11, 2017 

5. The agency's contact person who can answer questions about the rulemaking: 

Name: Sonal Bhakta, Office Chief 

Address: Arizona Department of Health Services 

Office of Newborn Screening 

250 N. 17th Avenue 

Phoenix, AZ 85007 

Telephone: (602) 364-1409 
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Fax: (602) 364-1495 

E-mail: Sonal.Bhakta@azdhs.gov 

 or 

Name: Robert Lane, Chief 

Address: Arizona Department of Health Services 

Office of Administrative Counsel and Rules 

150 N. 18th Avenue, Suite 200 

Phoenix, AZ  85007 

Telephone: (602) 542-1020 

Fax: (602) 364-1150 

E-mail: Robert.Lane@azdhs.gov 

6. An agency's justification and reason why a rule should be made, amended, repealed or 

renumbered, to include an explanation about the rulemaking: 

Arizona Revised Statutes (A.R.S.) § 36-694 contains requirements for ordering tests for 

certain congenital disorders and for reporting congenital disorder test results and hearing test 

results to the Arizona Department of Health Services (Department), and establishes a newborn 

screening program, a central database for information about newborns and infants who are tested 

for hearing loss or congenital disorders, an educational program and follow-up services, and a 

newborn screening program committee. Current rules in Arizona Administrative Code (A.A.C.) 

Title 9, Chapter 13, Article 2, specify the congenital disorders being tested for, the information 

required to be submitted when critical congenital heart defect screening is performed or a 

bloodspot specimen is collected from a newborn or infant, the person responsible for collecting 

the specimen and when the specimen should be collected, reporting requirements for a bloodspot 

test, reporting requirements for hearing tests, and fees. 

As part of a 2015 exempt rulemaking, the Department included in the rules in 9 A.A.C. 

13, Article 2, notice that the Department may include screening for SCID as part of a newborn 

bloodspot test when the Department has funding available to cover the Department’s costs for 

activities related to screening for SCID.  SCID is the most serious of a group of genetic disorders 

known as “Primary Immunodeficiency.” Babies born with SCID fail to develop a functioning 

immune system, leaving them with no defense against the multitude of disease-causing germs an 

individual encounters every day. Although these babies appear healthy at birth, they cannot fight 

off infections, are repeatedly hospitalized for these life-threatening infections, and may die before 

their first birthday if undiagnosed and untreated.  With newborn screening, SCID can be 

identified, and a baby diagnosed and potentially cured through a bone marrow transplant. 
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Currently, 44 states include SCID in their newborn screening panel for all newborns, one state 

offers screening for SCID to select populations, two states anticipate including SCID in their 

newborn screening panels later this year, and three do not offer screening for SCID. 

Laws 2017, Ch. 339 increased the fee cap for the first newborn screening test from $30 to $36, 

which will enable the Department, through rulemaking, to raise the fee for a first specimen to 

allow for SCID testing as part of newborn screening. After obtaining an exception from the 

rulemaking moratorium established by Executive Order 2017-02, the Department is amending the 

rules in 9 A.A.C. 13, Article 2 to add SCID to the newborn screening panel of conditions and 

raise the fee for a first specimen from $30 to $36. Through this rulemaking, newborns will be 

screened for SCID, enabling babies with SCID to be diagnosed and potentially cured.  The 

amendments conform to rulemaking format and style requirements of the Governor’s Regulatory 

Review Council and the Office of the Secretary of State. 

7. A reference to any study relevant to the rule that the agency reviewed and proposes either 

to rely on or not to rely on in its evaluation of or justification for the rule, where the public 

may obtain or review each study, all data underlying each study, and any analysis of each 

study and other supporting material: 

The Department did not review or rely on any study for this rulemaking. 

8. A showing of good cause why the rulemaking is necessary to promote a statewide interest if 

the rulemaking will diminish a previous grant of authority of a political subdivision of this 

state: 

Not applicable 

9. The summary of the economic, small business, and consumer impact: 

Annual cost/revenue changes are designated as minimal when $1,500 or less, moderate 

when between $1,500 and $15,000, and substantial when $15,000 or greater in additional costs or 

revenues. A cost is listed as significant when meaningful or important, but not readily subject to 

quantification. The Department anticipates that persons affected by the rulemaking include the 

Department; health insurance providers, including AHCCCS; hospitals; midwives; and the 

general public. 

The Department will receive a substantial benefit from the fee increase for a first 

specimen.  During fiscal years (FY) 2015 through 2017, the Department, either in-house or by 

contract, billed an average of $7,298,960 for newborn and infant screening and collected an 

average of approximately $7,186,500 in specimen fees, which were deposited into the newborn 

screening fund established by A.R.S. § 36-694.01. During FY 2017, approximately $3,777,650 

was collected from first specimen fees, which includes revenue received during FY 2017 from 
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first specimens submitted during FY 2016.  In FY 2017, the Department received an 

appropriation of $7,130,100 from the newborn screening fund to support the Newborn and Infant 

Screening Program.  To adequately provide bloodspot testing for SCID and follow-up for 

newborns and infants who had an abnormal screening test result for SCID, the Department 

requires approximately an additional $743,285, averaged over five years, including $693,365 for 

costs directly related to testing for SCID and $49,920 for increased billing costs associated with 

the fee increase.  SCID-specific costs include an additional $537,978 in costs for the laboratory 

section, an additional $106,876 in costs for the follow-up section, and the remainder attributed to 

increased Indirect and ITS Direct charges.  The Department received an additional appropriation 

of $544,800 for FY 2018.  If the Department receives approximately 83,200 first specimens 

annually, the Department anticipates that the fee increase for first specimens will provide 

approximately $499,200 more in revenue. The Department expects to cover the shortfall through 

a combination of appropriation increase requests, indirect waivers, and/or cuts to other areas of 

the Newborn and Infant Screening Program operating budget. The Department expects to add two 

employees, a Public Health Scientist and Follow-up Specialist, at a cost of $143,789 as a result of 

this rulemaking.  The addition of these employees does not require an increase in the 

Department’s allocated FTEs. Other costs directly associated with adding SCID include $49,332 

for immunology consultant contracts, and $451,733 for laboratory reagents and consumables for 

SCID testing. 

AHCCCS is expected to incur as much as a substantial cost increase due to the fee 

increase for first specimens.  According to CY 2016 birth data from the Department's Health 

Status and Vital Statistics group, AHCCCS covered approximately 51.64% of births.  The cost 

for a first specimen is built into the birth-package fee that AHCCCS negotiates with hospitals.  

An increase in the fee for a first specimen may cause hospitals to negotiate a higher birth-package 

fee from AHCCCS.  If AHCCCS increases the cost of every birth package to account for the fee 

increase, the Department would expect AHCCCS to incur approximately between $257,000 and 

$307,000 in additional costs annually. The Department expects this cost to be offset by savings 

experienced by detecting the disease at birth, which can save nearly $2 million in treatment costs 

for each case. 

Third-party payors, including private insurance plans, military health care facilities, 

Indian Health Service, and tribal health care facilities, paid for approximately 41.71% of births in 

Arizona in CY 2016, based on data from the Department's Health Status and Vital Statistics 

group.  Third-party payors as a whole may incur a substantial cost increase of approximately 

$208,000 due to the fee increase for first specimens if all hospitals negotiate a higher birth-
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package fee from all third-party payors.  The cost incurred by a specific third-party payor would 

vary depending on the number of covered births and could range from minimal(for a third-party 

payor with fewer than 250 covered newborns) to substantial (for a third-party payor with 2,500 or 

more covered newborns) if the third-party payor increased the amount paid for all birth packages. 

The Department expects this cost to be offset by the savings of nearly $2 million in treatment 

costs for each case due to detecting the disease at birth. 

In CY 2017, approximately 82,477 first specimens were submitted by hospitals and 

birthing centers, which were billed the fee in R9-13-208 for a first specimen. The number 

submitted by a single health care facility ranged from one to 6,943. The Department anticipates 

that a hospital or birthing center may incur minimal-to-substantial costs due to the fee increase for 

a first specimen, depending on the number of first specimens submitted and whether the increased 

cost for a first specimen is offset by a corresponding increase in the birth-package fee paid to the 

hospital or birthing center by AHCCCS or third-party payors. 

Midwives as a whole submit fewer than 300 first specimens per year.  The number of 

first specimens submitted by individual midwives in CY 2016 ranged from one to 28.  The 

additional costs incurred by a midwife for submitting a first specimen will vary with the number 

of first specimens submitted by the midwife, and may range from none-to-minimal. Most of these 

additional costs may be reimbursed by parents. 

Parents paid for about 6.65% of births (percentage of self-paid births plus births for 

which the payor was unknown) in Arizona in CY 2016, according to data from the Department's 

Health Status and Vital Statistics group.  The cost to an individual parent for increased fees for 

first specimens is expected to be minimal.  The Department anticipates that a parent of a baby 

with a third-party payor may incur none-to-minimal costs associated with an increase in insurance 

premiums if the third-party payor passes costs associated with the fee increase on to 

policyholders.  The testing and follow-up activities for SCID are expected to provide a significant 

benefit to the parent of a baby tested through newborn screening. A parent of a baby identified 

through newborn screening and diagnosed early may receive up to a substantial benefit from 

targeted diagnostic testing and treatment for the baby made possible through early identification. 

Society in general is expected to receive a significant benefit from having a baby grow up 

into a healthy and productive member of society because of timely identification and treatment of 

SCID. 

10. A description of any changes between the proposed rulemaking, to include supplemental 

notices, and the final rulemaking: 

No changes were made to the rules between the proposed rulemaking and the final rulemaking. 
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11. An agency’s summary of the public stakeholder comments made about the rulemaking and 

the agency response to the comments: 

The Department received no written comments during the public comment period.  The 

Department held an oral proceeding for the proposed rules on September 14, 2017, which no 

stakeholders attended and at which no oral comments were provided. 

12. All agencies shall list other matters prescribed by statute applicable to the specific agency or 

to any specific rule or class of rules.  Additionally, an agency subject to Council review 

under A.R.S. §§ 41-1052 and 41-1055 shall respond to the following questions: 

a. Whether the rule requires a permit, whether a general permit is used and if not, the 

reasons why a general permit is not used: 

The rules do not require a permit. 

b. Whether a federal law is applicable to the subject of the rule, whether the rule is 

more stringent than federal law and if so, citation to the statutory authority to 

exceed the requirements of federal law: 

Not applicable 

c. Whether a person submitted an analysis to the agency that compares the rule's 

impact of the competitiveness of business in this state to the impact on business in 

other states: 

No business competitiveness analysis was received by the Department. 

13. A list of any incorporated by reference material as specified in A.R.S. § 41-1028 and its 

location in the rules: 

Not applicable 

14. Whether the rule was previously made, amended or repealed as an emergency rule.  If so, 

cite the notice published in the Register as specified in R1-1-409(A).  Also, the agency shall 

state where the text was changed between the emergency and the final rulemaking 

packages: 

Not applicable 

15. The full text of the rules follows: 
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TITLE 9. HEALTH SERVICES 
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R9-13-201. Definitions 
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R9-13-208. Fees 
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ARTICLE 2. NEWBORN AND INFANT SCREENING 

R9-13-201. Definitions 

In this Article, unless otherwise specified: 

1. "Abnormal result" means an outcome that deviates from the range of values established 

by: 

a. The Department for an analysis performed as part of a bloodspot test, or for a 

hearing test, or 

b. A health care facility or health care provider for critical congenital heart defect 

screening. 

2. "Admission" or "admitted" means the same as in A.A.C. R9-10-101. 

3. "AHCCCS" means the Arizona Health Care Cost Containment System. 

4. "Argininosuccinic acidemia" means a congenital disorder characterized by an inability to 

metabolize the amino acid argininosuccinic acid due to defective argininosuccinate lyase 

activity. 

5. "Arizona State Laboratory" means the entity operated according to A.R.S. § 36-251. 

6. "Audiological equipment" means an instrument used to help determine the presence, 

type, or degree of hearing loss by: 

a. Providing ear-specific and frequency-specific stimuli to an individual; or 

b. Measuring an individual’s physiological response to stimuli. 

7. "Audiologist" means the same as in A.R.S. § 36-1901. 

8. "Beta-ketothiolase deficiency" means a congenital disorder characterized by an inability 

to metabolize 2-methyl-acetoacetyl-CoA due to defective mitochondrial acetoacetyl-CoA 

thiolase activity. 

9. "Biotinidase deficiency" means a congenital disorder characterized by defective 

biotinidase activity that causes abnormal biotin metabolism. 

10. "Birth center" means a health care facility that is not a hospital and is organized for the 

sole purpose of delivering newborns. 

11. "Blood sample" means capillary or venous blood, but not cord blood, applied to the filter 

paper of a specimen collection kit. 

12. "Bloodspot test" means multiple laboratory analyses performed on a blood sample to 

screen for the presence of congenital disorders listed in R9-13-203. 

13. "Carnitine uptake defect" means a congenital disorder characterized by a decrease in the 

amount of free carnitine due to defective sodium ion-dependent carnitine transporter 

OCTN2 activity. 
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14. "Citrullinemia" means a congenital disorder characterized by an inability to convert the 

amino acid citrulline and aspartic acid into argininosuccinic acid due to defective 

argininosuccinate synthetase activity. 

15. "Classic galactosemia" means a congenital disorder characterized by abnormal galactose 

metabolism due to defective galactose-1-phosphate uridyltranferase activity. 

16. "Congenital adrenal hyperplasia" means a congenital disorder characterized by decreased 

cortisol production and increased androgen production due to defective 21-hydroxylase 

activity. 

17. "Congenital disorder" means an abnormal condition present at birth, as a result of 

heredity or environmental factors, that impairs normal physiological functioning of a 

human body. 

18. "Congenital hypothyroidism" means a congenital disorder characterized by deficient 

thyroid hormone production. 

19. "Critical congenital heart defect" means a heart abnormality or condition present at birth 

that places a newborn or infant at significant risk of disability or death if not diagnosed 

soon after birth. 

20. "Cystic fibrosis" means a congenital disorder caused by defective functioning of a 

transmembrane regulator protein and characterized by damage to and dysfunction of 

various organs, such as the lungs, pancreas, and reproductive organs. 

21. "Department" means the Arizona Department of Health Services. 

22. "Diagnostic evaluation" means a hearing test performed by an audiologist or a physician 

to determine whether hearing loss exists, and, if applicable, determine the type or degree 

of hearing loss. 

23. "Discharge" means the termination of inpatient services to a newborn or an infant. 

24. "Disorder" means a disease or medical condition that may be identified by a laboratory 

analysis. 

25. "Document" means to establish and maintain information in written, photographic, 

electronic, or other permanent form. 

26. "Educational materials" means printed or electronic information provided by the 

Department, explaining newborn and infant screening, any of the congenital disorders 

listed in R9-13-203, hearing loss, or critical congenital heart defect. 

27. "Electronic" means the same as in A.R.S. § 44-7002. 
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28. "First specimen" means the initial specimen that is collected from a newborn who is less 

than five days of age and sent to the Arizona State Laboratory for testing and recording of 

demographic information. 

29. "Glutaric acidemia type I" means a congenital disorder characterized by an accumulation 

of glutaric acid due to defective glutaryl-CoA dehydrogenase activity. 

30. "Guardian" means an individual appointed by a court under A.R.S. Title 14, Chapter 5, 

Article 2. 

31. "Health care facility" means a health care institution defined in A.R.S. § 36-401 where 

obstetrical care or newborn care is provided. 

32. "Health care provider" means a physician, physician assistant, registered nurse 

practitioner, or midwife. 

33. "Health-related services" means the same as in A.R.S. § 36-401. 

34. "Hearing screening" means a hearing test to determine the likelihood of hearing loss in a 

newborn or infant. 

35. "Hearing test" means an evaluation of each of a newborn’s or an infant’s ears, using 

audiological equipment to: 

a. Screen the newborn or infant for a possible hearing loss; 

b. Determine that the newborn or infant does not have a hearing loss; or 

c. Diagnose a hearing loss in the newborn or infant, including, if applicable, 

determining the type or degree of hearing loss. 

36. "Hemoglobin S/Beta-thalassemia" means a sickle cell disease in which an individual has 

one sickle cell gene and one gene for beta thalassemia, another inherited 

hemoglobinopathy. 

37. "Hemoglobin S/C disease" means a sickle cell disease in which an individual has one 

sickle cell gene and one gene for another inherited hemoglobinopathy called hemoglobin 

C. 

38. "Hemoglobinopathy" means a congenital disorder characterized by abnormal production, 

structure, or functioning of hemoglobin. 

39. "Home birth" means delivery of a newborn, outside a health care facility, when the 

newborn is not hospitalized within 72 hours of delivery. 

40. "Homocystinuria" means a congenital disorder characterized by abnormal methionine and 

homocysteine metabolism due to defective cystathione-ß-synthase activity. 

41. "Hospital" means the same as in A.A.C. R9-10-101. 

42. "Hospital services" means the same as in A.A.C. R9-10-201. 



11 
 

43. "3-Hydroxy-3-methylglutaric aciduria" means a congenital disorder characterized by the 

accumulation of 3-hydroxy-3-methylglutaric acid due to a defective 3-hydroxy-3-

methylglutaryl-CoA lyase activity. 

44. "Identification code" means a unique set of numbers or letters, or a unique set of both 

numbers and letters, assigned by the Department to a health care facility, a health care 

provider, an audiologist, or another person submitting specimen collection kits to the 

Arizona State Laboratory or hearing test results to the Department. 

45. "Infant" means the same as in A.R.S. § 36-694. 

46. "Inpatient" means an individual who: 

a. Is admitted to a hospital, 

b. Receives hospital services for 24 consecutive hours, or 

c. Is admitted to a birth center. 

47. "Inpatient services" means medical services, nursing services, or other health-related 

services provided to an inpatient in a health care facility. 

48. "Isovaleric acidemia" means a congenital disorder characterized by an accumulation of 

isovaleric acid due to defective isovaleryl-CoA dehydrogenase activity. 

49. "Long-chain 3-hydroxy acyl-CoA dehydrogenase deficiency" means a congenital 

disorder characterized by an inability to metabolize fatty acids that are 12 to 16 carbon 

atoms in length due to defective long-chain 3-hydroxy acyl-CoA dehydrogenase activity. 

50. "Maple syrup urine disease" means a congenital disorder of branched chain amino acid 

metabolism due to defective branched chain-keto acid dehydrogenase activity. 

51. "Medical services" means the same as in A.R.S. § 36-401. 

52. "Medium chain acyl-CoA dehydrogenase deficiency" means a congenital disorder 

characterized by an inability to metabolize fatty acids that are 6 to 10 carbon atoms in 

length due to defective medium-chain acyl-CoA dehydrogenase activity. 

53. "3-Methylcrotonyl-CoA carboxylase deficiency" means a congenital disorder 

characterized by an accumulation of 3-methylcrotonyl-glycine due to defective 3-

methylcrotonyl-CoA carboxylase activity. 

54. "Methylmalonic acidemia (Cbl A,B)" means a congenital disorder characterized by an 

accumulation of methylmalonic acid due to defective activity of methylmalonyl-CoA 

racemase or adenosylcobalamin synthetase. 

55. "Methylmalonic acidemia (mutase deficiency)" means a congenital disorder characterized 

by an accumulation of methylmalonic acid due to defective methylmalonyl-CoA mutase 

activity. 
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56. "Midwife" means an individual licensed under A.R.S. Title 36, Chapter 6, Article 7, or 

certified under A.R.S. Title 32, Chapter 15. 

57. "Multiple carboxylase deficiency" means a congenital disorder characterized by an 

inability to transport or metabolize biotin that leads to defective activity of propionyl-

CoA carboxylase, beta-methylcrotonyl-CoA carboxylase, and pyruvate carboxylase. 

58. "Newborn" means the same as in A.R.S. § 36-694. 

59. "Newborn care" means medical services, nursing services, and health-related services 

provided to a newborn. 

60. "Nursing services" means the same as in A.R.S. § 36-401. 

61. "Obstetrical care" means medical services, nursing services, and health-related services 

provided to a woman throughout her pregnancy, labor, delivery, and postpartum. 

62. "Organ" means a somewhat independent part of a human body, such as a salivary gland, 

kidney, or pancreas, which performs a specific function. 

63. "Parent" means a natural, adoptive, or custodial mother or father of a newborn or an 

infant. 

64. "Parenteral nutrition" means the feeding of an individual intravenously through the 

administration of a formula containing glucose, amino acids, lipids, vitamins, and 

minerals. 

65. "Person" means the state, a municipality, district, or other political subdivision, a 

cooperative, institution, corporation, company, firm, partnership, individual, or other 

legal entity. 

66. "Phenylketonuria" means a congenital disorder characterized by abnormal phenylalanine 

metabolism due to defective phenylalanine hydroxylase activity. 

67. "Physician" means an individual licensed under A.R.S. Title 32, Chapters 13, 14, 17, or 

29. 

68. "Physician assistant" means an individual licensed under A.R.S. Title 32, Chapter 25. 

69. "Propionic acidemia" means a congenital disorder characterized by an accumulation of 

glycine and 3-hydroxypropionic acid due to defective propionyl-CoA carboxylase 

activity. 

70. "Pulse oximetry" means a non-invasive method of measuring the percentage of 

hemoglobin in the blood that is saturated with oxygen using a device approved by the 

U.S. Food and Drug Administration for use with newborns or infants less than six weeks 

of age. 

71. "Registered nurse practitioner" means the same as in A.R.S. § 32-1601. 
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72. "Second specimen" means a specimen that is sent to the Arizona State Laboratory for 

testing and recording of demographic information, after being collected: 

a. From a newborn after a first specimen; or 

b. From an individual at least five days and not older than one year of age, 

regardless of whether a first specimen was collected. 

73. "Severe combined immunodeficiency" means a congenital disorder usually characterized 

by a defect in both the T- and B-lymphocyte systems, which typically results in the onset 

of one or more serious infections within the first few months of life. 

74. "Sickle cell anemia" means a sickle cell disease in which an individual has two sickle cell 

genes. 

75. "Sickle cell disease" means a hemoglobinopathy characterized by an abnormally shaped 

red blood cell resulting from the abnormal structure of the protein hemoglobin. 

76. "Sickle cell gene" means a unit of inheritance that is involved in producing an abnormal 

type of the protein hemoglobin, in which the amino acid valine is substituted for the 

amino acid glutamic acid at a specific location in the hemoglobin. 

77. "Specimen" means a blood sample obtained from and demographic information about a 

newborn or an infant. 

78. "Specimen collection kit" means a strip of filter paper for collecting a blood sample 

attached to a form for obtaining the information specified in R9-13-203(C)(3) R9-13-

203(B)(3) about a newborn or an infant. 

79. "Transfer" means a health care facility or health care provider discharging a newborn and 

sending the newborn to a hospital for inpatient medical services without the intent that 

the patient will be returned to the sending health care facility or health care provider. 

80. "Transfusion" means the infusion of blood or blood products into the body of an 

individual. 

81. "Trifunctional protein deficiency" means a congenital disorder characterized by an 

inability to metabolize fatty acids that are 12 to 18 carbon atoms in length due to 

defective mitochondrial trifunctional protein activity. 

82. "Tyrosinemia type I" means a congenital disorder characterized by an accumulation of 

the amino acid tyrosine due to defective fumarylacetoacetate hydrolase activity. 

83. "Verify" means to confirm by obtaining information through a source such as the 

newborn screening program, a health care provider, a health care facility, or a 

documented record. 
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84. "Very long-chain acyl-CoA dehydrogenase deficiency" means a congenital disorder 

characterized by an inability to metabolize fatty acids that are 14 to 18 carbon atoms in 

length due to defective very long-chain acyl-CoA dehydrogenase activity. 

85. "Working day" means 8:00 a.m. through 5:00 p.m. Monday through Friday, excluding 

state holidays. 

R9-13-203. Newborn and Infant Bloodspot Tests 

A. A bloodspot test shall screen for the following congenital disorders: 

1. 3-Hydroxy-3-methylglutaric aciduria, 

2. 3-Methylcrotonyl-CoA carboxylase deficiency, 

3. Argininosuccinic acidemia, 

4. Beta-ketothiolase deficiency, 

5. Biotinidase deficiency, 

6. Carnitine uptake defect, 

7. Citrullinemia, 

8. Classic galactosemia, 

9. Congenital adrenal hyperplasia, 

10. Congenital hypothyroidism, 

11. Cystic fibrosis, 

12. Glutaric acidemia type I, 

13. Hemoglobin S/Beta-thalassemia, 

14. Hemoglobin S/C disease, 

15. Homocystinuria, 

16. Isovaleric acidemia, 

17. Long-chain 3-hydroxy acyl-CoA dehydrogenase deficiency, 

18. Maple syrup urine disease, 

19. Medium chain acyl-CoA dehydrogenase deficiency, 

20. Methylmalonic acidemia (Cbl A,B), 

21. Methylmalonic acidemia (mutase deficiency), 

22. Multiple carboxylase deficiency, 

23. Phenylketonuria, 

24. Propionic acidemia, 

25. Severe combined immunodeficiency, 

25.26. Sickle cell anemia, 

26.27. Trifunctional protein deficiency, 
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27.28. Tyrosinemia type I, and 

28.29. Very long-chain acyl-CoA dehydrogenase deficiency. 

B. In addition to the congenital disorders listed in subsection (A), a bloodspot test may screen for 

severe combined immunodeficiency when sufficient funding is available to the Department to 

cover the cost of the Department’s activities related to the screening for severe combined 

immunodeficiency. 

C.B. When a bloodspot test is ordered for a newborn or an infant, a health care facility's designee, a 

health care provider, or the health care provider's designee shall: 

1. Only use a specimen collection kit supplied by the Department; 

2. Collect a blood sample from the newborn or infant on a specimen collection kit; 

3. Complete the following information on the specimen collection kit: 

a. The newborn's or infant's name, gender, race, ethnicity, medical record number, 

and, if applicable, AHCCCS identification number; 

b. The newborn's or infant's type of food or food source; 

c. Whether the newborn or infant is from a single or multiple birth; 

d. If the newborn or infant is from a multiple birth, the birth order of the newborn or 

infant; 

e. Whether the newborn or infant has a medical condition that may affect the 

bloodspot test results; 

f. Whether the newborn or infant received a blood transfusion and, if applicable, 

the date of the last blood transfusion; 

g. The date and time of birth, and the newborn's or infant's weight at birth; 

h. The date and time of blood sample collection, and the newborn's or infant's 

weight when the blood sample is collected; 

i. The identification code or the name and address of the health care facility or 

health care provider submitting the specimen collection kit; 

j. The name, address, and telephone number or the identification code of the health 

care provider responsible for the management of medical services provided to the 

newborn or infant; 

k. Except as provided in subsection (C)(3)(1) (B)(3)(l), the mother's first and last 

names, date of birth, name before first marriage, mailing address, telephone 

number, and if applicable, AHCCCS identification number; and 
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l. If the newborn's or infant's mother does not have physical custody of the 

newborn or infant, the first and last names, mailing address, and telephone 

number of the person who has physical custody of the newborn or infant; and 

4. Submit the specimen collection kit to the Arizona State Laboratory no later than 24 hours 

or the next working day after the blood sample is collected. 

D.C. A health care facility or a health care provider submitting a first specimen to the Arizona State 

Laboratory shall pay the Department the fee in R9-13-208(A). 

E.D. A person who submits a second specimen to the Arizona State Laboratory shall: 

1. Pay the fee in R9-13-208(B) to the Department, or 

2. Provide the following information to the Arizona State Laboratory for billing purposes: 

a. The name, mailing address, and telephone number of the newborn's or infant's 

parent or the individual responsible for paying, if not the parent; and 

b. If the individual responsible for paying has health care insurance for the newborn 

or infant, information about the health care insurance, including: 

i. The policyholder's name; 

ii. The name and billing address of the health care insurance company; 

iii. The member identification number; 

iv. The group number, if applicable; and 

v. The effective date of the health care insurance; or 

c. That the individual responsible for paying has no health care insurance for the 

newborn or infant. 

F.E. When a health care insurance company or an individual responsible for paying is identified as 

specified in subsection (E)(2) (D)(2), the health care insurance company or the individual 

responsible for paying shall pay the Department the fee in R9-13-208(B). 

G.F. When a home birth not attended by a health care provider is reported to a local registrar, a deputy 

local registrar, or the state registrar under A.R.S. § 36-333: 

1. The local registrar, deputy local registrar, or state registrar shall notify the local health 

department of the county where the birth occurred; and 

2. The local health department's designee shall collect a specimen from the newborn or 

infant according to the requirements in R9-13-204(A)(2) or R9-13-205(C). 

H.G. A health care facility's designee, a health care provider, or the health care provider's designee 

shall ensure that: 

1. Educational materials are provided to the parent or guardian of a newborn or an infant for 

whom a bloodspot test is ordered, and 
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2. The newborn's or infant's parent or guardian is informed of the requirement for a second 

specimen if the second specimen has not been collected. 

I.H. For a home birth, a health care provider or the health care provider's designee shall provide 

educational materials to the parent or guardian of a newborn or an infant for whom a bloodspot 

test is ordered. 

R9-13-208. Fees 

A. The fee for a first specimen is $30.00 $36.00. 

B. The fee for a second specimen is $65.00. 
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ECONOMIC, SMALL BUSINESS, AND CONSUMER IMPACT STATEMENT 

TITLE 9.  HEALTH SERVICES 

CHAPTER 13.  DEPARTMENT OF HEALH SERVICES - HEALTH PROGRAMS SERVICES 

ARTICLE 2.  NEWBORN AND INFANT SCREENING 

 

1. An identification of the rulemaking 

Arizona Revised Statutes (A.R.S.) § 36-694 contains requirements for ordering tests for certain 

congenital disorders and reporting congenital disorder test results and hearing test results to the 

Department, and establishes a newborn screening program, a central database for information about 

newborns and infants who are tested for congenital disorders or hearing loss, an educational program 

and follow-up services, and a newborn screening program committee.  Current rules in Arizona 

Administrative Code (A.A.C.) Title 9, Chapter 13, Article 2, specify the congenital disorders being 

tested for, the information required when critical congenital heart defect screening is performed, the 

information required when a bloodspot specimen is collected from a newborn or infant, the person 

responsible for collecting the specimen, when the specimen should be collected, reporting 

requirements for a bloodspot test, reporting requirements for hearing tests, and fees.  As part of a 2015 

exempt rulemaking, which added the reporting of critical congenital heart defect screening, the 

Department included in the rules in 9 A.A.C. 13, Article 2, notice that the Department may include 

screening for severe combined immunodeficiency (SCID) as part of a newborn and infant bloodspot 

test when the Department has funding available to cover the Department’s costs for activities related to 

screening for SCID.  Babies born with SCID, the most serious of a group of genetic disorders known 

as “primary immunodeficiency,” fail to develop a functioning immune system. Although these babies 

appear healthy at birth, they cannot fight off infections, are repeatedly hospitalized for these life-

threatening infections, and may die before their first birthday if undiagnosed and untreated.  With 

newborn screening, a baby can be diagnosed with SCID earlier and potentially cured.  Currently, 44 

states include SCID in their newborn screening panel for all newborns, one state offers screening for 

SCID to select populations, two states anticipate including SCID in their newborn screening panels 

later this year, and three do not offer screening for SCID. Laws 2017, Ch. 339 increased the fee cap for 

the first specimen of a newborn and infant screening test from $30 to $36. After obtaining an 

exception from the rulemaking moratorium established by Executive Order 2017-02, the Department 

is amending the rules in 9 A.A.C. 13, Article 2 to add SCID to the newborn screening panel of 

conditions and raise the fee for a first specimen from $30 to $36 to cover costs of adding SCID. 

2. Identification of the persons who will be directly affected by, bear the costs of, or directly benefit 

from the rules 

a. Cost bearers 
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· The Department 

· AHCCCS 

· Third-party payors, including Indian Health Service and insurance companies 

· Health care institutions, including hospitals and birthing centers 

· Health care providers, including physicians and midwives 

· Parents of newborns 

b. Beneficiaries 

· The Department 

· AHCCCS 

· Third-party payors, including Indian Health Service and insurance companies 

· Health care institutions, including hospitals and birthing centers 

· Health care providers, including physicians and midwives 

· Parents of newborns 

· General public 

3. Cost/Benefit Analysis 

This analysis covers costs and benefits associated with the rule changes to add SCID as part of 

a newborn and infant bloodspot test, raise the fee for a first specimen from $30 to $36, and make other 

clarifying changes.  The calculations used throughout this analysis assume approximately 86,000 

births and 83,200 first specimens being received and billed by the Department.  Although the birth rate 

may change, the projected costs and benefits should both vary in a similar fashion with the birth rate, 

since the screening tests should be offered to all newborns.  Thus, the figures given should be 

comparable, regardless of their absolute size. 

Annual cost/revenue changes are designated as minimal when $1,500 or less, moderate when 

between $1,500 and $15,000, and substantial when $15,000 or greater in additional costs or revenues. 

A cost is listed as significant when meaningful or important, but not readily subject to quantification. 

A summary of the economic impact of the rules is given in the Table below, while the economic 

impact is explained more fully in the sections following the Table. 
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Description of 
Affected Groups 

Description of Effect Increased Cost/ 
Decreased Revenue 

Decreased Cost/ 
Increased Revenue 

A.  State and Local Government Agencies 

Department Increasing the fee for a first specimen 

Testing bloodspot specimens for SCID 

Substantial 

Substantial 

Substantial 

Significant 

AHCCCS Increasing the fee for a first specimen 

Having babies with SCID diagnosed 
earlier, when the disorder may be cured 

Substantial 

None 

None 

Substantial 

B.  Privately Owned Businesses 

Third-party payors, 
including Indian 
Health Service and 
insurance companies 

Increasing the fee for a first specimen 

Having babies with SCID diagnosed 
earlier, when the disorder may be cured 

Minimal-to substantial 

None 

None 

Substantial 

Health care 
institutions, including 
hospitals and birthing 
centers 

Increasing the fee for a first specimen 

Having babies with SCID diagnosed 
earlier, when the disorder may be cured 

Minimal-to-substantial 

Moderate-to-
substantial 

None 

Significant 

Health care providers 
(midwives) 

Increasing the fee for a first specimen Minimal Significant 

C.  Consumers 

Parents of newborns 
or infants tested 
through NBS 

Increasing the fee for a first specimen 

Having a baby screened for SCID 

None-to-minimal 

None 

None 

Significant/substantial 

General public Having babies with SCID diagnosed 
earlier, when the disorder may be cured 

None Significant/substantial 

 
· The Department 

For many congenital disorders, early detection and treatment are critical in preventing death or 

a lifetime of disability due to the congenital disorder.  The Newborn and Infant Screening Program 

(NBS) within the Department currently provides bloodspot testing for 28 congenital disorders, through 

the Arizona State Laboratory, and follow-up for newborns and infants who had an abnormal screening 

test result for one of the 28 congenital disorders, a critical congenital heart defect, or hearing loss.  As 

required by A.R.S. § 36-694, NBS also maintains a central database of information about newborns 
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and infants who are tested for hearing loss or congenital disorders, and provides an educational 

program for hospitals, health care providers, and parents. 

Until recently both the fee for a first specimen and the fee for a second specimen were capped 

in statute.  Laws 2012, Ch. 299, § 2, removed the statutory fee cap for a second specimen from A.R.S. 

§ 36-694, allowing the Department to establish a new fee for a second specimen through rulemaking.  

In a rulemaking that was approved by the Governor’s Regulatory Review Council (Council) and 

became effective April 2014, the Department raised the fee for a second specimen from $40, which 

had been established through a rulemaking effective April 2006, to $65 to enable NBS to continue to 

function. Although there is still a statutory fee cap for a first specimen, Laws 2017, Ch. 339, increased 

the fee cap for a first specimen from $30 to $36. 

As part of NBS, the demographic data entry section enters information from a submitted 

specimen collection kit into a database system for linking with test results. Scientists in the Arizona 

State Laboratory review submitted specimens for acceptability, perform laboratory testing, maintain 

records of the tests performed, and conduct quality control studies of laboratory methods and 

practices. The follow-up section of NBS is responsible for promptly notifying physicians of abnormal 

bloodspot test results, linking physicians to appropriate specialty consultation services to ensure 

appropriate confirmatory testing, and verifying that infants with abnormal bloodspot test results and 

confirmatory results are under a physician’s care.  The follow-up section also receives newborn and 

infant hearing test results and tracks infants who do not pass these tests in order to assist families with 

obtaining further confirmatory hearing testing and, when a hearing loss is confirmed, early 

intervention services.  Results of newborn and infant critical congenital heart defect screening are 

collected and forwarded to the Department’s Birth Defects Monitoring Program. The education 

section of NBS provides educational outreach, educational materials, and training to the professional 

healthcare and lay communities about NBS and its requirements. Other components of the program 

include data management and billing. The data management component analyzes, evaluates, and 

reports program data, trends, and performance measures. Billing is addressed below. NBS also incurs 

expenses that represent expenditures that apply to the entire program (general program management), 

such as salaries for management and medical director, program database annual maintenance, 

specimen collection kits, statewide courier, utilities, and eProcurement. 

Until late 2015, the Department billed the applicable person, according to R9-13-203(D) and 

(E) and R9-13-208 for NBS. As of April 2016, the Department contracts with a private company, 

Midwest Medical Practice Management, Inc. (MMPMI) to bill for NBS.  MMPMI spent the first few 

months of the contract billing for specimens submitted during the November 2015 to April 2016 gap 

during which no billing was performed.  Because of the gap in billing and the fact that specimen fees 

billed in one fiscal year may be collected in the next fiscal year, the most accurate indication of the 
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revenue generated by billing for NBS specimens would be the average of the amounts billed and 

amounts collected during fiscal years 2015 through 2017, the three fiscal years during which the new 

fee for a second specimen has been in effect.  During fiscal years 2015 through 2017, the Department, 

either in-house or by contract, billed an average of $7,298,960 for newborn and infant screening and 

collected an average of approximately $7,186,511 in specimen fees, as shown in Appendix A.  These 

fees are deposited into the newborn screening program fund, established under A.R.S. § 36-694.01, 

from which the Legislature appropriates funds for the operation of NBS. During fiscal year 2017, the 

Department received an appropriation of $7,130,100 from the newborn screening fund to support 

NBS, of which $3,318,516 was budgeted to support the laboratory section of NBS, $920,347 was 

budgeted to support the follow-up section of NBS, $142,496 was budgeted to support the education 

section of NBS, $800,815 was budgeted to support general program management activities, $821,310 

was budgeted to support billing, and $672,492 was budgeted for agency indirect and ITS direct costs. 

As part of this rulemaking, the Department plans to add SCID to the newborn screening panel 

of conditions and raise the fee for a first specimen from $30 to $36 to help cover the costs of adding 

SCID.  While the Department expects the $6 fee increase for a first specimen will not be sufficient to 

cover all costs associated with testing for SCID, it should be sufficient to enable the Department to 

begin testing, as described below. The Department expects to cover the shortfall through a 

combination of appropriation increase requests, indirect waivers, and/or cuts to other areas of the NBS 

operating budget. According to a 2014 estimate, SCID occurs in approximately 1 in 58,000 births, 

with a higher incidence (as high as 1 in 2,500 births) found in the Navajo population. All but a few 

states in the United States currently test for SCID as part of their newborn screening programs. 

Through early detection of this congenital disorder, a baby may be cured of SCID through a bone 

marrow transplant, which has a high success rate if performed within the first 3.5 months of life. Bone 

marrow transplants become less successful the older and sicker a baby becomes. Additional 

treatments, such as gene therapy and enzyme replacement therapy, are also being developed and used.  

The Department anticipates that adding SCID to newborn and infant screening and making the 

accompanying clarifications to the rules may provide a significant benefit to the Department as an 

improvement in public health. 

The Department anticipates routinely testing only first specimens for SCID because SCID 

should be tested for as early as possible and, unlike tests for some congenital disorders, the test result 

does not depend on the newborn’s nutritional status.  However, if a newborn has an abnormal result on 

a first specimen that cannot be confirmed on the same sample or is from a premature or sick infant in a 

NICU, if the test results are inconclusive, or if a test cannot be performed on a first specimen due to 

technical difficulties, the Department anticipates that the second specimen for a newborn will be tested 

for SCID as well. Since test results from second specimens may be available before a parent is aware 
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of the results from a first specimen, this process may reduce costs to the Department, health care 

providers, and parents and reduce the stress on parents from false positive results. 

The Department expects the addition of SCID to the newborn screening panel of conditions to 

increase the cost to the Department for testing first specimens, for testing some second specimens for 

SCID, for follow-up on the abnormal or inconclusive test results of these tests, and for providing 

education about SCID. Since the billing contract includes payment based on the amount collected, 

costs for billing are also expected to increase. During CY 2016, the Department received 82,771 first 

specimens for bloodspot testing, representing approximately 96.7% of births.  As shown in Appendix 

A, during FY 2017, the Department received 81,738 first specimens and billed the health care facility 

or health care provider submitting the first specimen to the Department $2,452,140 according to R9-

13-203(D). During FY 2017, the Department collected $3,777,645 from first specimen fees, which 

includes revenue received during FY 2017 from first specimens submitted during FY 2016. 

The Department plans to test bloodspot specimens for SCID using “T-cell receptor excision 

circles” (TRECs). TRECs are pieces of DNA that are formed in the thymus when immune-competent 

T-cells are developing and may be measured by a technique called polymerase chain reaction (PCR).  

Normal blood specimens have about one TREC per 10 T-cells, but this number is greatly reduced or 

absent in a newborn with SCID. Premature babies have a lower number of TRECs than a full-term 

baby, so these newborns might be expected to have a higher false positive rate when testing for SCID. 

The Department is not aware of any published report of a baby diagnosed with SCID who had a 

negative TREC screening result (false negative result). Testing for SCID will be performed using a 

commercially available kit.  This kit has received FDA clearance and will be easy to integrate into the 

Arizona State Laboratory’s existing workflow and laboratory information management system. While 

other testing methods may be available, they are laboratory-developed tests that require a longer, more 

extensive validation period that can take up to six months to implement. Information about equipment 

and supplies that will be required to implement SCID testing is provided in Appendix B. 

When notified of an abnormal test results, the follow-up section of NBS will notify the 

primary care physician and, if the newborn is not still in the hospital, the family of a newborn with an 

abnormal SCID bloodspot test result of the need for diagnostic testing for SCID. The information 

conveyed by follow-up staff will be based on instructions from immunologists contracted with the 

Department to provide expert consultation and guidance. Follow-up for premature newborns will 

consist of requesting the second specimen to be collected at or after 37 weeks gestational age or before 

discharge, whichever is later, and submitted to the Department for testing. A second abnormal result 

for a premature newborn would also trigger a recommendation for diagnostic testing. If notified of an 

inconclusive result for SCID on a first specimen, the follow-up section will request a second specimen 

to be collected within a week and submitted to the Department and tested for SCID. The Department 



  8  

anticipates detecting two to three SCID cases per year.  Because low TREC levels may be indicative 

of other immunodeficiencies or immunosuppressive drug use, the Department expects that an 

unknown number of other harmful, if not fatal, conditions may also be detected in newborns who 

receive diagnostic testing after an abnormal bloodspot test result for SCID. 

The Department plans to incorporate education about the importance of SCID screening into 

general outreach activities. The Department has already added information about SCID to the NBS 

webpages and new materials about SCID, including a parent brochure, have been developed and will 

be available free of charge to hospitals and health care providers for distribution to parents. In 

addition, a targeted outreach campaign to obstetricians serving Native Americans is underway and will 

continue through 2017-2018. 

The billing company, MMPMI, is contracted to receive 10% of the total amount collected for 

each specimen. Since the current billing costs are based on a first specimen fee of $30, increasing the 

fee to $36 will result in MMPMI receiving a possible increase of $0.60 per first specimen fee collected 

for an estimated increased billing cost to the Department of $49,920 (83,200 X $0.60). 

In total, the Department estimates that the addition of SCID testing on a first specimen may 

directly cause an additional $693,365 in costs to the Department, averaged over five years, including 

an additional $537,978 in costs for the laboratory section, an additional $106,876 in costs for the 

follow-up section, and the remainder attributed to increased Indirect and ITS Direct charges. The 

increase in billing costs of $49,920 is directly attributable to the fee increase, rather than to the 

addition of SCID testing, although the fee increase is tied to the addition of SCID. The figures above 

pertain to SCID-specific/related costs and do not include other budget changes for non-SCID reasons, 

which are also included in the budgets shown in Appendix B. 

By increasing the fee for a first specimen from $30 to $36, the Department anticipates the 

additional amount billed per year for first specimens, assuming that 96.7% of all newborns have a first 

specimen collected (based on historical data), to be: 

86,000 births X 96.7%, or approximately 83,200 first specimens; 

83,200 first specimens X $6 fee increase for first specimens = $499,200. 

Thus, the theoretical total additional amount that will be billed annually is $499,200.  Thus, 

the Department anticipates a substantial increase in revenues, with collections from first specimens 

estimated to approximate the amount billed. 

The Department anticipates using these funds as follows: 

SCID-specific costs: 

$102,487 plus $41,302 (ERE) Two new staff: 
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· Public Health Scientist with a molecular biology 

background to perform and oversee SCID testing, 

reporting, and training of other laboratory staff 

Currently, only one employee in the NBS laboratory has the experience 

necessary to oversee the implementation of SCID testing and is covering two 

positions, including DNA testing for cystic fibrosis. The new staff scientist 

will work with the current employee to implement and oversee the new 

SCID platform, integrate cystic fibrosis DNA testing as part of a new 

molecular testing section, evaluate alternative molecular platforms for 

current and future testing and perform daily testing, reporting, and training. 

· Blood-spot Follow-up Specialist to perform follow-

up activities for abnormal or inconclusive results 

SCID is a very time-sensitive disorder that requires close follow-up because 

all case management activities must be completed before an affected 

newborn receives any vaccines (generally prior to two months of age).  

Delays in diagnosis and treatment increase the opportunity for common and 

opportunistic infections that can be life-threatening to an affected newborn 

(e.g., cytomegalovirus transmission through breast milk). 

$49,332 Immunology consultant contracts (Phoenix and Tucson) 

Contracted immunologists will provide technical guidance to NBS in 

developing follow-up protocols, laboratory cutoffs, and educational materials 

and serve as a technical resource to primary care physicians.  In order to 

provide statewide coverage (geographically), we selected one immunologist 

in each of these cities to balance the overall workload.  As SCID is a time-

sensitive disorder, we must ensure that the health care providers for 

presumptively identified patients have rapid access to clinical support. 

$451,733 Laboratory reagents and consumables for SCID testing 

Reagent costs ($5.60 per specimen) also cover the leasing costs for all 

associated laboratory equipment and service (thermocyclers and EnLite 

readers). Other consumable supplies include pipettes, pipette tips, plates, etc. 

The additional costs for SCID testing on second specimens is estimated to be 

approximately $2,000, assuming a repeat testing rate similar to the rate 

Utah’s NBS is experiencing (0.477%), which will be absorbed by the 

Department. 

$11,126 ITS Direct 
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$37,385 Indirect 

Subtotal $693,365 

SCID-related costs: 

$49,920  Billing costs 

The increase in billing costs is directly due to the fee increase, but is tied to 

the addition of SCID. 

Total $743,285 

· AHCCCS 

According to CY 2016 birth data from the Department's Health Status and Vital Statistics 

group, AHCCCS was the party paying for delivery for 44,212 of the 85,620 babies born in Arizona in 

CY 2016, 51.64% of all births. Based on historical data, the Department expects to receive first 

specimens for 96.7% of these newborns, submitted by the health care facility where the birth occurred, 

and to bill the health care facility for the first specimen. AHCCCS pays for births through negotiated 

“birth packages” with Arizona’s hospitals and birthing centers.  Therefore, if AHCCCS increases the 

amount paid by AHCCCS to a hospital or birthing center for each birth package to correspond with the 

increase in the fee for a first specimen, the Department would expect AHCCCS to incur the following 

cost increase for their members due to the fee increase: 

Calculated based on the number of births with AHCCCS paying for delivery: 

86,000 X 51.64% = 44,410 births with AHCCCS as the party paying for delivery 

44,410 X 96.7% = 42,945 first specimens from these newborns 

42,945 X $6 = $257,670 

Calculated based on the amount collected from an AHCCCS health plan for second specimens 

during FY 2017: 

$2,480,995 collected from AHCCCS health plans compared with the total amount 

collected for all second specimens ($4,034,821) = 61.5% of all paid second specimens 

86,000 X 96.7% = 83,162 first specimens from all newborns 

83,162 X 61.5% = 51,145 

51,145 X $6 = $306,870 

Thus, AHCCCS may bear as much as a substantial increase in costs from birth packages renegotiated 

due to the increased fee for first specimens in the new rules. 

The Department anticipates that AHCCCS may also receive a substantial benefit from the 

rulemaking.  As mentioned above, babies born with SCID do not have a functioning immune system, 

leaving them at risk for developing infections from the disease-causing germs around us every day. 

With newborn screening, SCID can be identified and a baby diagnosed while the baby is still protected 

by maternal antibodies and life-threatening infections have not yet occurred.  The most common 
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treatment for SCID has been a bone marrow transplant, which can cure the disorder by re-establishing 

a competent immune system in a baby with SCID. A bone marrow transplant performed before 3.5 

months of age has been found to have a 95% success rate, while a success rate of 70% or less has been 

found for babies transplanted after that age. Because babies with SCID who are not diagnosed through 

newborn screening are repeatedly hospitalized for life-threatening infections, a baby with SCID who is 

an AHCCCS member will cause AHCCCS to incur substantial costs, and may die before the baby’s 

first birthday if undiagnosed and untreated.  If diagnosed once symptoms occur, the medical care for a 

single baby may cost an average of $2.2 million, which includes an estimated cost of a late bone 

marrow transplant of approximately $360,000, according to a 2011 estimate. Medical care for one 

baby with an early SCID diagnosis costs approximately $250,000, which includes the cost of an early 

bone marrow transplant of approximately $120,000.  Therefore, the Department anticipates that 

AHCCCS may receive a substantial cost savings if at least one AHCCCS member with SCID is 

identified through NBS over a four-year period. Since one of the early symptoms of SCID is failure-

to-thrive, AHCCCS may also receive a moderate-to substantial benefit from having diagnostic testing 

of a baby with a positive SCID screening result targeted at a compromised immune system, rather than 

paying for expensive, less-specific testing performed, as part of a “diagnostic odyssey,” for a sick baby 

while trying to determine a diagnosis. 

· Third-party payors 

Third-party payors, including private insurance plans, military health care facilities, Indian 

Health Service, and tribal health care facilities, paid for approximately 41.71% of births in Arizona in 

2016, based on data from the Department's Health Status and Vital Statistics group.  As with 

AHCCCS, third-party payors pay for births through negotiated birth packages with hospitals and 

birthing centers.  Therefore, if a third party payor increases the amount paid to a hospital or birthing 

center for a birth package to account for the increase in the fee for a first specimen, the Department 

would expect the third party payor to incur a corresponding increased cost due to the rulemaking. If 

the Department receives first specimens for 96.7% of these newborns, based on historical data, the 

Department would expect third-party payors as a whole to incur the following cost increase due to the 

new fee for newborns insured through the third-party payor, assuming that all third-party payors 

increase the amounts paid to all hospitals or birthing centers for a birth package: 

86,000 X 41.71% = 35,871 births with a third-party payor as the party paying for delivery 

35,871 X 96.7% = 34,687 first specimens from these newborns 

34,687 X $6 = $208,122 

A third-party payor that did not increase the amount paid to a “health care facility” for a birth package 

would not incur any increased costs for first specimens submitted by the health care facility. The 

increased cost to an individual affected third-party payor may range from minimal (for a third-party 
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payor with fewer than 250 covered newborns) to substantial (for a third-party payor with 2,500 or 

more covered newborns) if the third-party payor increased the amount paid for a birth package. Based 

on FY 2017 information, only four third-party payors would have incurred a substantial increased cost 

if the fee increase had been in effect in FY 2017. Third-party payors may pass the costs of the 

increased fee for a first specimen on to policy holders as increased insurance premiums or otherwise 

recoup these costs. The Department estimates that the additional costs to third-party payors from the 

increased fee may essentially be offset from these funding sources. 

As for AHCCCS, the Department anticipates that a third-party payor may receive a substantial 

cost savings if at least one baby with SCID, insured through the third-party payor, is identified through 

NBS over a seven-year period. 

· Health care institutions 

First specimens are required to be collected from a newborn before the newborn is 72 hours 

old, and the Department bills the person submitting the first specimen the fee established in rule for a 

first specimen.  Therefore, the health care institutions that could be expected to incur an increase in 

costs due to the fee increase include hospitals providing maternity services and birthing centers, which 

meet the definition of “health care facility” in R9-13-201. In CY 2016, approximately 82,477 first 

specimens were submitted by a health care facility, with the number submitted by a single health care 

facility ranging from one to 6,943. If a birth occurring at a health care facility is paid through 

AHCCCS or a third-party payor and AHCCCS or the third-party payor increases the amount of a birth 

package to account for the fee increase for a first specimen, the increased fee would have no economic 

effect on the health care facility. If a birth occurring at the health care facility is not paid through 

AHCCCS or a third-party payor or if AHCCCS or a third-party payor does not increase the amount of 

a birth package to account for the fee increase for a first specimen, the Department anticipates that 

health care facilities as a whole may incur as much as $499,200 in increased costs due to the fee 

increase (83,200 X $6 = $499,200) if no AHCCCS health plan or third-party payor increases the 

amount for a birth package for any health care facility.  Based on the number of first specimens 

submitted by health care facilities in CY 2016, a health care facility could incur as much as $41,658 in 

additional costs (6,943 X $6 = $41,658) if there is no increase in the amount of any birth package. 

A hospital or outpatient treatment center that is authorized to provide services required by a 

patient with SCID may also be affected by the addition of SCID to the newborn screening panel of 

conditions as part of the rulemaking. A baby, identified through NBS as having SCID and cured of the 

condition, would avoid life-threatening infections that would otherwise have sent the baby to the 

hospital or outpatient treatment center for treatment of the infection, decreasing the revenue to these 

health care institutions. The Department anticipates that a hospital or outpatient treatment center may 

incur a moderate-to-substantial decrease in revenue if a baby with SCID is identified through NBS and 
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avoids treatment by the hospital or outpatient treatment center for a life-threatening infection.  

Similarly, a hospital providing bone-marrow transplants or other treatments that may be provided to a 

patient with SCID may incur a substantial decrease in revenue from the relatively less expensive early 

treatment of SCID in a baby diagnosed through NBS. However, a hospital or outpatient treatment 

center may also receive a significant benefit in knowing that a baby, who was identified through NBS 

with SCID and who has been treated and cured, is healthy and has not died from an infection due to 

SCID. 

· Health care providers (midwives) 

Midwives as a whole submit fewer than 300 first specimens per year for the newborns they 

deliver from their clients and are the only health care providers who have submitted first specimens, 

according to Department records. If a similar number of first specimens is submitted by midwives in 

upcoming years, the Department would expect midwives as a whole to incur approximately $1,800 in 

increased costs due to the new fee for newborns delivered by a midwife. The number of first 

specimens submitted by individual midwives in CY 2016 ranged from one to 28.  Therefore, the 

increased cost to an individual midwife is expected to be minimal (28 X $6 = $168).  A midwife may 

also pass the costs of the increased fee for a first specimen on to clients as increased midwifery fees. A 

midwife may also receive a significant benefit in knowing that a baby, delivered by the midwife, 

identified through NBS with SCID, treated, and cured, is healthy and has not died from an infection 

due to SCID. 

· Parents of newborns 

Parents paid for about 6.65% of births (percentage of self-paid births plus births for which the 

payor was unknown) in Arizona in CY 2016, according to data from the Department's Health Status 

and Vital Statistics group. A parent paying a health care facility or health care provider for the delivery 

of the newborn would likely have the fee for newborn and infant screening included in the fee charged 

by the health care facility or health care provider for the delivery. If parents pay for a similar number 

of births in upcoming years and the health care facility or health care provider passes the increased fee 

for a first specimen on to a parent, the Department would expect parents as a whole to incur the 

following cost increase due to the increase in the fee for a first specimen: 

86,000 X 6.65% = 5,719 births paid for by a parent 

5,719 X 96.7% = 5,530 first specimens from these newborns 

5,530 X $6 = $33,182 

A parent may also incur an increase in the premium paid to a third-party payor that passes the 

increased fee for first specimens on to policyholders. The Department expects the increased cost to an 

individual parent to be at most minimal, either directly from the first specimen fee increase or 

indirectly through an increase in a health insurance premium. 
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The tests used for newborn and infant screening have a high sensitivity, and the cut-off values 

for a positive test result are set to ensure that, while there may be false positive results, a false negative 

result (a negative test result from a baby that really has the condition tested for) is very rare. As 

mentioned above, the Department is not aware of any published report of a baby diagnosed with SCID 

who had a false negative result for SCID. With the addition of SCID to the newborn screening panel 

of conditions, a parent of a newborn with a negative test result may receive a significant benefit in 

knowing that the newborn is extremely likely not to have SCID. 

A parent of a newborn with a positive test result may experience stress due to the uncertainty 

about the health of the parent’s newborn and will need to obtain diagnostic testing to determine if the 

newborn has SCID, another condition that may cause a reduction in TRECs, or a false positive result. 

However, the parent of a baby with SCID or another condition that may cause a reduction in TRECs 

may receive a significant and perhaps up to a substantial benefit from having the condition diagnosed 

early, through targeted testing, rather than undergo months of stress, have the baby undergo a 

multitude of tests to try to obtain a diagnosis, and experience the monetary and emotional toll of 

having a sick child. The Department does not plan to contact a parent about a positive/inconclusive 

test result for SCID on a first specimen if the newborn is still in the hospital because of prematurity or 

another issue, and will be requesting a second specimen from the hospital that will be tested for SCID. 

Because the Department will also test a routine second specimen for SCID if the test for SCID on a 

first specimen is inconclusive, the number of parents experiencing stress due to being informed of an 

inconclusive result on a first specimen, and the length of time a parent may wait before receiving 

another result, will be minimized. Although the Department has limited information upon which to 

base an estimate, the Department anticipates that three newborns will be diagnosed with SCID per 

year, and fewer than 200 parents per year will be contacted about inconclusive test results. 

· General public 

As mentioned above, a baby with SCID cannot fight off infections, is repeatedly hospitalized 

for these life-threatening infections, and may die before the baby’s first birthday if undiagnosed and 

untreated.  Society in general will receive a significant benefit from having a baby grow up into a 

healthy and productive member of society because of timely identification and treatment of SCID.  

Unlike most of the conditions diagnosed through newborn and infant screening, a baby with SCID 

may be cured of the condition, not just require life-long treatment in order to remain healthy. 

According to a health economist at the Centers for Disease Control and Prevention (CDC), 

(https://blogs.cdc.gov/genomics/2016/03/15/scid/), screening for SCID is cost beneficial, with the 

benefits expected to be $5.31 per $1 in screening costs.  Therefore, the Department anticipates that 

society in general may receive up to a substantial benefit from the addition of SCID to newborn and 

infant screening. 
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4. A general description of the probable impact on private and public employment in businesses, 

agencies, and political subdivisions of this state directly affected by the rulemaking 

Public and private employment in the State of Arizona is not expected to be affected due to the 

changes in the rules. 

5. A statement of the probable impact of the rules on small business 

a. Identification of the small businesses subject to the rules 

Small businesses subject to the rule may include small hospitals, outpatient treatment centers, 

small insurance carriers, and midwives. 

b. The administrative and other costs required for compliance with the rules 

The fee increase may impose an increased cost to a small hospital or birthing center that does 

not receive an increase in the fee for a birthing package from AHCCCS or a third-party payor 

and does not pass the increased cost for a first specimen on to a parent. The fee increase may 

impose an increased cost to a midwifery practice that does not pass the increased cost for a 

first specimen on to a parent. The fee increase may impose an increased cost on a small 

insurance carrier or other third-party payor that covers newborn and infant screening for a 

newborn or infant, which may be offset by higher premiums or lower medical costs for babies 

diagnosed with SCID through NBS, rather than once symptoms arise and additional medical 

treatment is required.  Additional information is provided under paragraph 3. 

c. A description of the methods that the agency may use to reduce the impact on small 

businesses 

The Department provides outpatient treatment centers, midwives, and other free-standing 

small healthcare-related facilities with free, in-person training upon request. These small 

businesses, as well as other health care institutions and health care providers, also have access 

to free parent and provider brochures and other materials in English and Spanish and can 

request assistance with establishing their facility as a screening location for newborns/infants. 

Training includes a “getting started” packet covering collection technique, timing, drying, and 

shipping for specimens, as well as information for families related to disorders tested for 

through NBS.  Additionally, resources are provided related to hearing screening, insurance 

reimbursement, and other administrative tasks associated with appropriate screening and 

education to families. Family support resources are also offered, and a review of the website is 

provided to ensure stakeholders know how to access information as needed. Except as 

described above and in paragraph 3 for testing routine of second specimens from babies with 

an inconclusive result for SCID on a first specimen, the Department is unaware of another 

method that may be used to reduce the impact on small businesses. 
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d. The probable costs and benefits to private persons and consumers who are directly 

affected by the rules 

If the parents of a newborn or infant have no health care insurance for the newborn or infant, 

the parents may bear the cost of the fee increase for a first specimen.  However, the parents 

will benefit from the knowledge that the parent’s newborn does not have SCID or, if the 

newborn is diagnosed with SCID after a positive newborn and infant screening test, from early 

diagnosis and treatment/cure to avoid a stressful diagnostic odyssey, costly medical expenses, 

and the death of the baby. Additional information is provided under paragraph 3. 

6. A statement of the probable effect on state revenues 

The funds generated through newborn screening fees are placed into a newborn screening fund, from 

which the Legislature appropriates funds to run NBS within the Department.  The Department 

estimates that approximately $500,000 in additional monies ($6 X 83,200) may be deposited into the 

newborn screening fund as a result of this rulemaking. An additional $544,800 was appropriated to the 

Department from the fund, based on the difference between FY 2017 and FY 2018 appropriations as 

shown in Appendix B, for the Department to use to implement screening for SCID and follow-up on 

abnormal test results, as described in paragraph 3. 

7. A description of any less intrusive or less costly alternative methods of achieving the purpose of 

the proposed rulemaking 

There are no less intrusive or less costly alternatives for achieving the purpose of the rule. 

8. A description of any data on which the rule is based with a detailed explanation of how the data 

was obtained and why the data is acceptable data 

The financial data used to develop this document was obtained, as cited, from the Department’s 

newborn screening database, vital statistics data, and financial records and projections, not from any 

outside data.  Information about SCID was obtained from published research and review articles in 

scientific and medical journals. As such, the Department believes the data is acceptable. 
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Statutes 

32-1601. Definitions 

In this chapter, unless the context otherwise requires: 

1. "Absolute discharge from the sentence" means completion of any sentence, including 
imprisonment, probation, parole, community supervision or any form of court supervision. 

2. "Appropriate health care professional" means a licensed health care professional whose scope of 
practice, education, experience, training and accreditation are appropriate for the situation or 
condition of the patient who is the subject of a consultation or referral. 

3. "Approval" means that a regulated training or educational program to prepare persons for 
licensure, certification or registration has met standards established by the board. 

4. "Board" means the Arizona state board of nursing. 

5. "Certified nurse midwife" means a registered nurse who: 

(a) Is certified by the board. 

(b) Has completed a nurse midwife education program approved or recognized by the board and 
educational requirements prescribed by the board by rule. 

(c) Holds a national certification as a certified nurse midwife from a national certifying body 
recognized by the board. 

(d) Has an expanded scope of practice in the provision of health care services for women from 
adolescence to beyond menopause, including antepartum, intrapartum, postpartum, reproductive, 
gynecologic and primary care, for normal newborns during the first twenty-eight days of life and for 
men for the treatment of sexually transmitted diseases. The expanded scope of practice under this 
subdivision includes: 

(i) Assessing patients, synthesizing and analyzing data and understanding and applying principles of 
health care at an advanced level. 

(ii) Managing the physical and psychosocial health care of patients. 

(iii) Analyzing multiple sources of data, identifying alternative possibilities as to the nature of a health 
care problem and selecting, implementing and evaluating appropriate treatment. 

(iv) Making independent decisions in solving complex patient care problems. 

(v) Diagnosing, performing diagnostic and therapeutic procedures and prescribing, administering 
and dispensing therapeutic measures, including legend drugs, medical devices and controlled 
substances, within the scope of the certified nurse midwife practice after meeting requirements 
established by the board. 
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(vi) Recognizing the limits of the nurse's knowledge and experience by consulting with or referring 
patients to other appropriate health care professionals if a situation or condition occurs that is 
beyond the knowledge and experience of the nurse or if the referral will protect the health and 
welfare of the patient. 

(vii) Delegating to a medical assistant pursuant to section 32-1456. 

(viii) Performing additional acts that require education and training as prescribed by the board and 
that are recognized by the nursing profession as proper to be performed by a certified nurse midwife. 

6. "Certified nursing assistant" means a person who is registered on the registry of nursing 
assistants pursuant to this chapter to provide or assist in the delivery of nursing or nursing-related 
services under the supervision and direction of a licensed nursing staff member. Certified nursing 
assistant does not include a person who: 

(a) Is a licensed health care professional. 

(b) Volunteers to provide nursing assistant services without monetary compensation. 

(c) Is a licensed nursing assistant. 

7. "Certified registered nurse" means a registered nurse who has been certified by a national nursing 
credentialing agency recognized by the board. 

8. "Certified registered nurse anesthetist" means a registered nurse who meets the requirements of 
section 32-1634.03 and who practices pursuant to the requirements of section 32-1634.04. 

9. "Clinical nurse specialist" means a registered nurse who: 

(a) Is certified by the board as a clinical nurse specialist. 

(b) Holds a graduate degree with a major in nursing and completes educational requirements as 
prescribed by the board by rule. 

(c) Is nationally certified as a clinical nurse specialist or, if certification is not available, provides proof 
of competence to the board. 

(d) Has an expanded scope of practice based on advanced education in a clinical nursing specialty 
that includes: 

(i) Assessing clients, synthesizing and analyzing data and understanding and applying nursing 
principles at an advanced level. 

(ii) Managing directly and indirectly a client's physical and psychosocial health status. 

(iii) Analyzing multiple sources of data, identifying alternative possibilities as to the nature of a health 
care problem and selecting appropriate nursing interventions. 

(iv) Developing, planning and guiding programs of care for populations of patients. 
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(v) Making independent nursing decisions to solve complex client care problems. 

(vi) Using research skills and acquiring and applying critical new knowledge and technologies to 
nursing practice. 

(vii) Prescribing and dispensing durable medical equipment. 

(viii) Consulting with or referring a client to other health care providers based on assessment of the 
client's health status and needs. 

(ix) Facilitating collaboration with other disciplines to attain the desired client outcome across the 
continuum of care. 

(x) Performing additional acts that require education and training as prescribed by the board and that 
are recognized by the nursing profession as proper to be performed by a clinical nurse specialist. 

10. "Conditional license" or "conditional approval" means a license or approval that specifies the 
conditions under which the regulated party is allowed to practice or to operate and that is prescribed 
by the board pursuant to section 32-1644 or 32-1663. 

11. "Delegation" means transferring to a competent individual the authority to perform a selected 
nursing task in a designated situation in which the nurse making the delegation retains accountability 
for the delegation. 

12. "Disciplinary action" means a regulatory sanction of a license, certificate or approval pursuant to 
this chapter in any combination of the following: 

(a) A civil penalty for each violation of this chapter, not to exceed one thousand dollars for each 
violation. 

(b) Restitution made to an aggrieved party. 

(c) A decree of censure. 

(d) A conditional license or a conditional approval that fixed a period and terms of probation. 

(e) Limited licensure. 

(f) Suspension of a license, a certificate or an approval. 

(g) Voluntary surrender of a license, a certificate or an approval. 

(h) Revocation of a license, a certificate or an approval. 

13. "Health care institution" has the same meaning prescribed in section 36-401. 

14. "Licensed nursing assistant" means a person who is licensed pursuant to this chapter to provide 
or assist in the delivery of nursing or nursing-related services under the supervision and direction of 
a licensed nursing staff member. Licensed nursing assistant does not include a person who: 
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(a) Is a licensed health care professional. 

(b) Volunteers to provide nursing assistant services without monetary compensation. 

(c) Is a certified nursing assistant. 

15. "Licensee" means a person who is licensed pursuant to this chapter or in a party state as defined 
in section 32-1668. 

16. "Limited license" means a license that restricts the scope or setting of a licensee's practice. 

17. "Medication order" means a written or verbal communication given by a certified registered nurse 
anesthetist to a health care professional to administer a drug or medication, including controlled 
substances. 

18. "Practical nurse" means a person who holds a practical nurse license issued pursuant to this 
chapter or pursuant to a multistate compact privilege and who practices practical nursing as defined 
in this section. 

19. "Practical nursing" includes the following activities that are performed under the supervision of a 
physician or a registered nurse: 

(a) Contributing to the assessment of the health status of individuals and groups. 

(b) Participating in the development and modification of the strategy of care. 

(c) Implementing aspects of the strategy of care within the nurse's scope of practice. 

(d) Maintaining safe and effective nursing care that is rendered directly or indirectly. 

(e) Participating in the evaluation of responses to interventions. 

(f) Delegating nursing activities within the scope of practice of a practical nurse. 

(g) Performing additional acts that require education and training as prescribed by the board and that 
are recognized by the nursing profession as proper to be performed by a practical nurse. 

20. "Presence" means within the same health care institution or office as specified in section 32-
1634.04, subsection A, and available as necessary. 

21. "Registered nurse" or "professional nurse" means a person who practices registered nursing and 
who holds a registered nurse license issued pursuant to this chapter or pursuant to a multistate 
compact privilege. 

22. "Registered nurse practitioner" means a registered nurse who: 

(a) Is certified by the board. 
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(b) Has completed a nurse practitioner education program approved or recognized by the board and 
educational requirements prescribed by the board by rule. 

(c) If applying for certification after July 1, 2004, holds national certification as a nurse practitioner 
from a national certifying body recognized by the board. 

(d) Has an expanded scope of practice within a specialty area that includes: 

(i) Assessing clients, synthesizing and analyzing data and understanding and applying principles of 
health care at an advanced level. 

(ii) Managing the physical and psychosocial health status of patients. 

(iii) Analyzing multiple sources of data, identifying alternative possibilities as to the nature of a health 
care problem and selecting, implementing and evaluating appropriate treatment. 

(iv) Making independent decisions in solving complex patient care problems. 

(v) Diagnosing, performing diagnostic and therapeutic procedures, and prescribing, administering 
and dispensing therapeutic measures, including legend drugs, medical devices and controlled 
substances within the scope of registered nurse practitioner practice on meeting the requirements 
established by the board. 

(vi) Recognizing the limits of the nurse's knowledge and experience by consulting with or referring 
patients to other appropriate health care professionals if a situation or condition occurs that is 
beyond the knowledge and experience of the nurse or if the referral will protect the health and 
welfare of the patient. 

(vii) Delegating to a medical assistant pursuant to section 32-1456. 

(viii) Performing additional acts that require education and training as prescribed by the board and 
that are recognized by the nursing profession as proper to be performed by a nurse practitioner. 

23. "Registered nursing" includes the following: 

(a) Diagnosing and treating human responses to actual or potential health problems. 

(b) Assisting individuals and groups to maintain or attain optimal health by implementing a strategy 
of care to accomplish defined goals and evaluating responses to care and treatment. 

(c) Assessing the health status of individuals and groups. 

(d) Establishing a nursing diagnosis. 

(e) Establishing goals to meet identified health care needs. 

(f) Prescribing nursing interventions to implement a strategy of care. 

(g) Delegating nursing interventions to others who are qualified to do so. 
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(h) Providing for the maintenance of safe and effective nursing care that is rendered directly or 
indirectly. 

(i) Evaluating responses to interventions. 

(j) Teaching nursing knowledge and skills. 

(k) Managing and supervising the practice of nursing. 

(l) Consulting and coordinating with other health care professionals in the management of health 
care. 

(m) Performing additional acts that require education and training as prescribed by the board and 
that are recognized by the nursing profession as proper to be performed by a registered nurse. 

24. "Registry of nursing assistants" means the nursing assistants registry maintained by the board 
pursuant to the omnibus budget reconciliation act of 1987 (P.L. 100-203; 101 Stat. 1330), as 
amended by the medicare catastrophic coverage act of 1988 (P.L. 100-360; 102 Stat. 683). 

25. "Regulated party" means any person or entity that is licensed, certified, registered, recognized or 
approved pursuant to this chapter. 

26. "Unprofessional conduct" includes the following, whether occurring in this state or elsewhere: 

(a) Committing fraud or deceit in obtaining, attempting to obtain or renewing a license or a certificate 
issued pursuant to this chapter. 

(b) Committing a felony, whether or not involving moral turpitude, or a misdemeanor involving moral 
turpitude. In either case, conviction by a court of competent jurisdiction or a plea of no contest is 
conclusive evidence of the commission. 

(c) Aiding or abetting in a criminal abortion or attempting, agreeing or offering to procure or assist in 
a criminal abortion. 

(d) Any conduct or practice that is or might be harmful or dangerous to the health of a patient or the 
public. 

(e) Being mentally incompetent or physically unsafe to a degree that is or might be harmful or 
dangerous to the health of a patient or the public. 

(f) Having a license, certificate, permit or registration to practice a health care profession denied, 
suspended, conditioned, limited or revoked in another jurisdiction and not reinstated by that 
jurisdiction. 

(g) Wilfully or repeatedly violating a provision of this chapter or a rule adopted pursuant to this 
chapter. 

(h) Committing an act that deceives, defrauds or harms the public. 
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(i) Failing to comply with a stipulated agreement, consent agreement or board order. 

(j) Violating this chapter or a rule that is adopted by the board pursuant to this chapter. 

(k) Failing to report to the board any evidence that a registered or practical nurse or a nursing 
assistant is or may be: 

(i) Incompetent to practice. 

(ii) Guilty of unprofessional conduct. 

(iii) Mentally or physically unable to safely practice nursing or to perform nursing-related duties.  A 
nurse who is providing therapeutic counseling for a nurse who is in a drug rehabilitation program is 
required to report that nurse only if the nurse providing therapeutic counseling has personal 
knowledge that patient safety is being jeopardized. 

(l) Failing to self-report a conviction for a felony or undesignated offense within ten days after the 
conviction. 

(m) Cheating or assisting another to cheat on a licensure or certification examination. 

36-132. Department of health services; functions; contracts 

A. The department, in addition to other powers and duties vested in it by law, shall: 

1. Protect the health of the people of the state. 

2. Promote the development, maintenance, efficiency and effectiveness of local health departments 
or districts of sufficient population and area that they can be sustained with reasonable economy and 
efficient administration, provide technical consultation and assistance to local health departments or 
districts, provide financial assistance to local health departments or districts and services that meet 
minimum standards of personnel and performance and in accordance with a plan and budget 
submitted by the local health department or districts to the department for approval, and recommend 
the qualifications of all personnel. 

3. Collect, preserve, tabulate and interpret all information required by law in reference to births, 
deaths and all vital facts, and obtain, collect and preserve information relating to the health of the 
people of this state and the prevention of diseases as may be useful in the discharge of functions of 
the department not in conflict with chapter 3 of this title and sections 36-693, 36-694 and 39-122. 

4. Operate such sanitariums, hospitals or other facilities assigned to the department by law or by the 
governor. 

5. Conduct a statewide program of health education relevant to the powers and duties of the 
department, prepare educational materials and disseminate information as to conditions affecting 
health, including basic information for the promotion of good health on the part of individuals and 
communities, and prepare and disseminate technical information concerning public health to the 
health professions, local health officials and hospitals. In cooperation with the department of 
education, the department of health services shall prepare and disseminate materials and give 
technical assistance for the purpose of education of children in hygiene, sanitation and personal and 
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public health, and provide consultation and assistance in community organization to counties, 
communities and groups of people. 

6. Administer or supervise a program of public health nursing, prescribe the minimum qualifications 
of all public health nurses engaged in official public health work, and encourage and aid in 
coordinating local public health nursing services. 

7. Encourage and aid in coordinating local programs concerning control of preventable diseases in 
accordance with statewide plans that shall be formulated by the department. 

8. Encourage and aid in coordinating local programs concerning maternal and child health, including 
midwifery, antepartum and postpartum care, infant and preschool health and the health of 
schoolchildren, including special fields such as the prevention of blindness and conservation of sight 
and hearing. 

9. Encourage and aid in the coordination of local programs concerning nutrition of the people of this 
state. 

10. Encourage, administer and provide dental health care services and aid in coordinating local 
programs concerning dental public health, in cooperation with the Arizona dental association.  The 
department may bill and receive payment for costs associated with providing dental health care 
services and shall deposit the monies in the oral health fund established by section 36-138. 

11. Establish and maintain adequate serological, bacteriological, parasitological, entomological and 
chemical laboratories with qualified assistants and facilities necessary for routine examinations and 
analyses and for investigations and research in matters affecting public health. 

12. Supervise, inspect and enforce the rules concerning the operation of public bathing places and 
public and semipublic swimming pools adopted pursuant to section 36-136, subsection I, paragraph 
10. 

13. Take all actions necessary or appropriate to ensure that bottled water sold to the public and 
water used to process, store, handle, serve and transport food and drink are free from filth, disease-
causing substances and organisms and unwholesome, poisonous, deleterious or other foreign 
substances.  All state agencies and local health agencies involved with water quality shall provide to 
the department any assistance requested by the director to ensure that this paragraph is effectuated. 

14. Enforce the state food, caustic alkali and acid laws in accordance with chapter 2, article 2 of this 
title, chapter 8, article 1 of this title and chapter 9, article 4 of this title, and collaborate in the 
enforcement of the federal food, drug, and cosmetic act (52 Stat. 1040; 21 United States Code 
sections 1 through 905). 

15. Recruit and train personnel for state, local and district health departments. 

16. Conduct continuing evaluations of state, local and district public health programs, study and 
appraise state health problems and develop broad plans for use by the department and for 
recommendation to other agencies, professions and local health departments for the best solution of 
these problems. 

17. License and regulate health care institutions according to chapter 4 of this title. 
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18. Issue or direct the issuance of licenses and permits required by law. 

19. Participate in the state civil defense program and develop the necessary organization and 
facilities to meet wartime or other disasters. 

20. Subject to the availability of monies, develop and administer programs in perinatal health care, 
including: 

(a) Screening in early pregnancy for detecting high-risk conditions. 

(b) Comprehensive prenatal health care. 

(c) Maternity, delivery and postpartum care. 

(d) Perinatal consultation, including transportation of the pregnant woman to a perinatal care center 
when medically indicated. 

(e) Perinatal education oriented toward professionals and consumers, focusing on early detection 
and adequate intervention to avert premature labor and delivery. 

21. License and regulate the health and safety of group homes for persons with developmental 
disabilities. The department shall issue a license to an accredited facility for a period of the 
accreditation, except that no licensing period shall be longer than three years. The department is 
authorized to conduct an inspection of an accredited facility to ensure that the facility meets health 
and safety licensure standards. The results of the accreditation survey shall be public information. A 
copy of the final accreditation report shall be filed with the department of health services. For the 
purposes of this paragraph, "accredited" means accredited by a nationally recognized accreditation 
organization. 

B. The department may accept from the state or federal government, or any agency of the state or 
federal government, and from private donors, trusts, foundations or eleemosynary corporations or 
organizations grants or donations for or in aid of the construction or maintenance of any program, 
project, research or facility authorized by this title, or in aid of the extension or enforcement of any 
program, project or facility authorized, regulated or prohibited by this title, and enter into contracts 
with the federal government, or an agency of the federal government, and with private donors, trusts, 
foundations or eleemosynary corporations or organizations, to carry out such purposes. All monies 
made available under this section are special project grants. The department may also expend these 
monies to further applicable scientific research within this state. 

C. The department, in establishing fees authorized by this section, shall comply with title 41, chapter 
6.  The department shall not set a fee at more than the department's cost of providing the service for 
which the fee is charged.  State agencies are exempt from all fees imposed pursuant to this section. 

D. The department may enter into contracts with organizations that perform nonrenal organ 
transplant operations and organizations that primarily assist in the management of end-stage renal 
disease and related problems to provide, as payors of last resort, prescription medications 
necessary to supplement treatment and transportation to and from treatment facilities. The contracts 
may provide for department payment of administrative costs it specifically authorizes. 

36-136. Powers and duties of director; compensation of personnel; rules; definition 
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A. The director shall: 

1. Be the executive officer of the department of health services and the state registrar of vital 
statistics but shall not receive compensation for services as registrar. 

2. Perform all duties necessary to carry out the functions and responsibilities of the department. 

3. Prescribe the organization of the department. The director shall appoint or remove personnel as 
necessary for the efficient work of the department and shall prescribe the duties of all personnel. The 
director may abolish any office or position in the department that the director believes is 
unnecessary. 

4. Administer and enforce the laws relating to health and sanitation and the rules of the department. 

5. Provide for the examination of any premises if the director has reasonable cause to believe that 
on the premises there exists a violation of any health law or rule of this state. 

6. Exercise general supervision over all matters relating to sanitation and health throughout this 
state. When in the opinion of the director it is necessary or advisable, a sanitary survey of the whole 
or of any part of this state shall be made. The director may enter, examine and survey any source 
and means of water supply, sewage disposal plant, sewerage system, prison, public or private place 
of detention, asylum, hospital, school, public building, private institution, factory, workshop, 
tenement, public washroom, public restroom, public toilet and toilet facility, public eating room and 
restaurant, dairy, milk plant or food manufacturing or processing plant, and any premises in which 
the director has reason to believe there exists a violation of any health law or rule of this state that 
the director has the duty to administer. 

7. Prepare sanitary and public health rules. 

8. Perform other duties prescribed by law. 

B. If the director has reasonable cause to believe that there exists a violation of any health law or 
rule of this state, the director may inspect any person or property in transportation through this state, 
and any car, boat, train, trailer, airplane or other vehicle in which that person or property is 
transported, and may enforce detention or disinfection as reasonably necessary for the public health 
if there exists a violation of any health law or rule. 

C. The director, after consultation with the department of administration, may take all necessary 
steps to enhance the highest and best use of the state hospital property, including contracting with 
third parties to provide services, entering into short-term lease agreements with third parties to 
occupy or renovate existing buildings and entering into long-term lease agreements to develop the 
land and buildings. The director shall deposit any monies collected from contracts and lease 
agreements entered into pursuant to this subsection in the Arizona state hospital charitable trust 
fund established by section 36-218.  At least thirty days before issuing a request for proposals 
pursuant to this subsection, the department of health services shall hold a public hearing to receive 
community and provider input regarding the highest and best use of the state hospital property 
related to the request for proposals. The department shall report to the joint committee on capital 
review on the terms, conditions and purpose of any lease or sublease agreement entered into 
pursuant to this subsection relating to state hospital lands or buildings or the disposition of real 
property pursuant to this subsection, including state hospital lands or buildings, and the fiscal impact 
on the department and any revenues generated by the agreement.  Any lease or sublease 
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agreement entered into pursuant to this subsection relating to state hospital lands or buildings or the 
disposition of real property pursuant to this subsection, including state hospital lands or buildings, 
must be reviewed by the joint committee on capital review. 

D. The director may deputize, in writing, any qualified officer or employee in the department to do or 
perform on the director's behalf any act the director is by law empowered to do or charged with the 
responsibility of doing. 

E. The director may delegate to a local health department, county environmental department or 
public health services district any functions, powers or duties that the director believes can be 
competently, efficiently and properly performed by the local health department, county environmental 
department or public health services district if: 

1. The director or superintendent of the local health agency, environmental agency or public health 
services district is willing to accept the delegation and agrees to perform or exercise the functions, 
powers and duties conferred in accordance with the standards of performance established by the 
director of the department of health services. 

2. Monies appropriated or otherwise made available to the department for distribution to or division 
among counties or public health services districts for local health work may be allocated or 
reallocated in a manner designed to ensure the accomplishment of recognized local public health 
activities and delegated functions, powers and duties in accordance with applicable standards of 
performance. Whenever in the director's opinion there is cause, the director may terminate all or a 
part of any delegation and may reallocate all or a part of any funds that may have been conditioned 
on the further performance of the functions, powers or duties conferred. 

F. The compensation of all personnel shall be as determined pursuant to section 38-611. 

G. The director may make and amend rules necessary for the proper administration and 
enforcement of the laws relating to the public health. 

H. Notwithstanding subsection I, paragraph 1 of this section, the director may define and prescribe 
emergency measures for detecting, reporting, preventing and controlling communicable or infectious 
diseases or conditions if the director has reasonable cause to believe that a serious threat to public 
health and welfare exists.  Emergency measures are effective for no longer than eighteen months. 

I. The director, by rule, shall: 

1. Define and prescribe reasonably necessary measures for detecting, reporting, preventing and 
controlling communicable and preventable diseases. The rules shall declare certain diseases 
reportable. The rules shall prescribe measures, including isolation or quarantine, that are reasonably 
required to prevent the occurrence of, or to seek early detection and alleviation of, disability, insofar 
as possible, from communicable or preventable diseases.  The rules shall include reasonably 
necessary measures to control animal diseases transmittable to humans. 

2. Define and prescribe reasonably necessary measures, in addition to those prescribed by law, 
regarding the preparation, embalming, cremation, interment, disinterment and transportation of dead 
human bodies and the conduct of funerals, relating to and restricted to communicable diseases and 
regarding the removal, transportation, cremation, interment or disinterment of any dead human body. 
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3. Define and prescribe reasonably necessary procedures that are not inconsistent with law in 
regard to the use and accessibility of vital records, delayed birth registration and the completion, 
change and amendment of vital records. 

4. Except as relating to the beneficial use of wildlife meat by public institutions and charitable 
organizations pursuant to title 17, prescribe reasonably necessary measures to ensure that all food 
or drink, including meat and meat products and milk and milk products sold at the retail level, 
provided for human consumption is free from unwholesome, poisonous or other foreign substances 
and filth, insects or disease-causing organisms. The rules shall prescribe reasonably necessary 
measures governing the production, processing, labeling, storing, handling, serving and 
transportation of these products. The rules shall prescribe minimum standards for the sanitary 
facilities and conditions that shall be maintained in any warehouse, restaurant or other premises, 
except a meat packing plant, slaughterhouse, wholesale meat processing plant, dairy product 
manufacturing plant or trade product manufacturing plant.  The rules shall prescribe minimum 
standards for any truck or other vehicle in which food or drink is produced, processed, stored, 
handled, served or transported. The rules shall provide for the inspection and licensing of premises 
and vehicles so used, and for abatement as public nuisances of any premises or vehicles that do not 
comply with the rules and minimum standards. The rules shall provide an exemption relating to food 
or drink that is: 

(a) Served at a noncommercial social event such as a potluck. 

(b) Prepared at a cooking school that is conducted in an owner-occupied home. 

(c) Not potentially hazardous and prepared in a kitchen of a private home for occasional sale or 
distribution for noncommercial purposes. 

(d) Prepared or served at an employee-conducted function that lasts less than four hours and is not 
regularly scheduled, such as an employee recognition, an employee fund-raising or an employee 
social event. 

(e) Offered at a child care facility and limited to commercially prepackaged food that is not potentially 
hazardous and whole fruits and vegetables that are washed and cut on-site for immediate 
consumption. 

(f) Offered at locations that sell only commercially prepackaged food or drink that is not potentially 
hazardous. 

(g) Baked and confectionary goods that are not potentially hazardous and that are prepared in a 
kitchen of a private home for commercial purposes if packaged with a label that clearly states the 
address of the maker, includes contact information for the maker, lists all the ingredients in the 
product and discloses that the product was prepared in a home.  The label must be given to the final 
consumer of the product. If the product was made in a facility for individuals with developmental 
disabilities, the label must also disclose that fact.  The person preparing the food or supervising the 
food preparation must obtain a food handler's card or certificate if one is issued by the local county 
and must register with an online registry established by the department pursuant to paragraph 13 of 
this subsection.  For the purposes of this subdivision, "potentially hazardous" means baked and 
confectionary goods that meet the requirements of the food code published by the United States 
food and drug administration, as modified and incorporated by reference by the department by rule. 
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(h) A whole fruit or vegetable grown in a public school garden that is washed and cut on-site for 
immediate consumption. 

5. Prescribe reasonably necessary measures to ensure that all meat and meat products for human 
consumption handled at the retail level are delivered in a manner and from sources approved by the 
Arizona department of agriculture and are free from unwholesome, poisonous or other foreign 
substances and filth, insects or disease-causing organisms. The rules shall prescribe standards for 
sanitary facilities to be used in identity, storage, handling and sale of all meat and meat products 
sold at the retail level. 

6. Prescribe reasonably necessary measures regarding production, processing, labeling, handling, 
serving and transportation of bottled water to ensure that all bottled drinking water distributed for 
human consumption is free from unwholesome, poisonous, deleterious or other foreign substances 
and filth or disease-causing organisms. The rules shall prescribe minimum standards for the sanitary 
facilities and conditions that shall be maintained at any source of water, bottling plant and truck or 
vehicle in which bottled water is produced, processed, stored or transported and shall provide for 
inspection and certification of bottled drinking water sources, plants, processes and transportation 
and for abatement as a public nuisance of any water supply, label, premises, equipment, process or 
vehicle that does not comply with the minimum standards. The rules shall prescribe minimum 
standards for bacteriological, physical and chemical quality for bottled water and for the submission 
of samples at intervals prescribed in the standards. 

7. Define and prescribe reasonably necessary measures governing ice production, handling, storing 
and distribution to ensure that all ice sold or distributed for human consumption or for the 
preservation or storage of food for human consumption is free from unwholesome, poisonous, 
deleterious or other foreign substances and filth or disease-causing organisms. The rules shall 
prescribe minimum standards for the sanitary facilities and conditions and the quality of ice that shall 
be maintained at any ice plant, storage and truck or vehicle in which ice is produced, stored, handled 
or transported and shall provide for inspection and licensing of the premises and vehicles, and for 
abatement as public nuisances of ice, premises, equipment, processes or vehicles that do not 
comply with the minimum standards. 

36-251. State laboratory 

A. The state laboratory shall be located in such places as the department of health services 
determines. 

B. The laboratory shall examine and analyze such foods, water supplies, drugs and other specimens 
as the director of the department of health services directs. 

36-401. Definitions; adult foster care 

A. In this chapter, unless the context otherwise requires: 

1. "Accredited health care institution" means a health care institution, other than a hospital, that is 
currently accredited by a nationally recognized accreditation organization. 

2. "Accredited hospital" means a hospital that is currently accredited by a nationally recognized 
organization on hospital accreditation. 
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3. "Adult day health care facility" means a facility that provides adult day health services during a 
portion of a continuous twenty-four-hour period for compensation on a regular basis for five or more 
adults who are not related to the proprietor. 

4. "Adult day health services" means a program that provides planned care supervision and 
activities, personal care, personal living skills training, meals and health monitoring in a group setting 
during a portion of a continuous twenty-four-hour period.  Adult day health services may also include 
preventive, therapeutic and restorative health-related services that do not include behavioral health 
services. 

5. "Adult foster care home" means a residential setting that provides room and board and adult foster 
care services for at least one and no more than four adults who are participants in the Arizona long-
term care system pursuant to chapter 29, article 2 of this title or contracts for services with the 
United States department of veterans affairs and in which the sponsor or the manager resides with 
the residents and integrates the residents who are receiving adult foster care into that person's 
family. 

6. "Adult foster care services" means supervision, assistance with eating, bathing, toileting, dressing, 
self-medication and other routines of daily living or services authorized by rules adopted pursuant to 
section 36-405 and section 36-2939, subsection C. 

7. "Assisted living center" means an assisted living facility that provides resident rooms or residential 
units to eleven or more residents. 

8. "Assisted living facility" means a residential care institution, including an adult foster care home, 
that provides or contracts to provide supervisory care services, personal care services or directed 
care services on a continuous basis. 

9. "Assisted living home" means an assisted living facility that provides resident rooms to ten or 
fewer residents. 

10. "Behavioral health services" means services that pertain to mental health and substance use 
disorders and that are either: 

(a) Performed by or under the supervision of a professional who is licensed pursuant to title 32 and 
whose scope of practice allows for the provision of these services. 

(b) Performed on behalf of patients by behavioral health staff as prescribed by rule. 

11. "Construction" means the building, erection, fabrication or installation of a health care institution. 

12. "Continuous" means available at all times without cessation, break or interruption. 

13. "Controlling person" means a person who: 

(a) Through ownership, has the power to vote at least ten percent of the outstanding voting 
securities. 

(b) If the applicant or licensee is a partnership, is the general partner or a limited partner who holds 
at least ten percent of the voting rights of the partnership. 
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(c) If the applicant or licensee is a corporation, an association or a limited liability company, is the 
president, the chief executive officer, the incorporator or any person who owns or controls at least 
ten percent of the voting securities.  For the purposes of this subdivision, corporation does not 
include nonprofit corporations. 

(d) Holds a beneficial interest in ten percent or more of the liabilities of the applicant or the licensee. 

14. "Department" means the department of health services. 

15. "Directed care services" means programs and services, including supervisory and personal care 
services, that are provided to persons who are incapable of recognizing danger, summoning 
assistance, expressing need or making basic care decisions. 

16. "Direction" means authoritative policy or procedural guidance for the accomplishment of a 
function or activity. 

17. "Director" means the director of the department of health services. 

18. "Facilities" means buildings that are used by a health care institution for providing any of the 
types of services as defined in this chapter. 

19. "Freestanding urgent care center": 

(a) Means an outpatient treatment center that, regardless of its posted or advertised name, meets 
any of the following requirements: 

(i) Is open twenty-four hours a day, excluding at its option weekends or certain holidays, but is not 
licensed as a hospital. 

(ii) Claims to provide unscheduled medical services not otherwise routinely available in primary care 
physician offices. 

(iii) By its posted or advertised name, gives the impression to the public that it provides medical care 
for urgent, immediate or emergency conditions. 

(iv) Routinely provides ongoing unscheduled medical services for more than eight consecutive hours 
for an individual patient. 

(b) Does not include the following: 

(i) A medical facility that is licensed under a hospital's license and that uses the hospital's medical 
provider number. 

(ii) A qualifying community health center pursuant to section 36-2907.06. 

(iii) Any other health care institution licensed pursuant to this chapter. 
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(iv) A physician's office that offers extended hours or same-day appointments to existing and new 
patients and that does not meet the requirements of subdivision (a), item (i), (iii) or (iv) of this 
paragraph.  

20. "Governing authority" means the individual, agency, partners, group or corporation, appointed, 
elected or otherwise designated, in which the ultimate responsibility and authority for the conduct of 
the health care institution are vested. 

21. "Health care institution" means every place, institution, building or agency, whether organized for 
profit or not, that provides facilities with medical services, nursing services, behavioral health 
services, health screening services, other health-related services, supervisory care services, 
personal care services or directed care services and includes home health agencies as defined in 
section 36-151, outdoor behavioral health care programs and hospice service agencies.  Health care 
institution does not include a community residential setting as defined in section 36-551. 

22. "Health-related services" means services, other than medical, that pertain to general supervision, 
protective, preventive and personal care services, supervisory care services or directed care 
services. 

23. "Health screening services" means the acquisition, analysis and delivery of health-related data of 
individuals to aid in the determination of the need for medical services. 

24. "Hospice" means a hospice service agency or the provision of hospice services in an inpatient 
facility. 

25. "Hospice service" means a program of palliative and supportive care for terminally ill persons 
and their families or caregivers. 

26. "Hospice service agency" means an agency or organization, or a subdivision of that agency or 
organization, that is engaged in providing hospice services at the place of residence of its clients. 

27. "Inpatient beds" or "resident beds" means accommodations with supporting services, such as 
food, laundry and housekeeping, for patients or residents who generally stay in excess of twenty-
four hours. 

28. "Licensed capacity" means the total number of persons for whom the health care institution is 
authorized by the department to provide services as required pursuant to this chapter if the person is 
expected to stay in the health care institution for more than twenty-four hours.  For a hospital, 
licensed capacity means only those beds specified on the hospital license. 

29. "Medical services" means the services that pertain to medical care and that are performed at the 
direction of a physician on behalf of patients by physicians, dentists, nurses and other professional 
and technical personnel. 

30. "Modification" means the substantial improvement, enlargement, reduction or alteration of or 
other change in a health care institution. 

31. "Nonproprietary institution" means any health care institution that is organized and operated 
exclusively for charitable purposes, no part of the net earnings of which inures to the benefit of any 
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private shareholder or individual, or that is operated by the state or any political subdivision of the 
state. 

32. "Nursing care institution" means a health care institution that provides inpatient beds or resident 
beds and nursing services to persons who need continuous nursing services but who do not require 
hospital care or direct daily care from a physician. 

33. "Nursing services" means those services that pertain to the curative, restorative and preventive 
aspects of nursing care and that are performed at the direction of a physician by or under the 
supervision of a registered nurse licensed in this state. 

34. "Organized medical staff" means a formal organization of physicians, and dentists where 
appropriate, with the delegated authority and responsibility to maintain proper standards of medical 
care and to plan for continued betterment of that care. 

35. "Outdoor behavioral health care program" means an agency that provides behavioral health 
services in an outdoor environment as an alternative to behavioral health services that are provided 
in a health care institution with facilities.  Outdoor behavioral health care programs do not include: 

(a) Programs, facilities or activities that are operated by a government entity or that are licensed by 
the department as a child care program pursuant to chapter 7.1 of this title. 

(b) Outdoor activities for youth that are designated to be primarily recreational and that are 
organized by church groups, scouting organizations or similar groups. 

(c) Outdoor youth programs licensed by the department of economic security. 

36. "Personal care services" means assistance with activities of daily living that can be performed by 
persons without professional skills or professional training and includes the coordination or provision 
of intermittent nursing services and the administration of medications and treatments by a nurse who 
is licensed pursuant to title 32, chapter 15 or as otherwise provided by law. 

37. "Physician" means any person who is licensed pursuant to title 32, chapter 13 or 17. 

38. "Recidivism reduction services" means services that are delivered by an adult residential care 
institution to its residents to encourage lawful behavior and to discourage or prevent residents who 
are suspected of, charged with or convicted of one or more criminal offenses, or whose mental 
health and substance use can be reasonably expected to place them at risk for the future threat of 
prosecution, diversion or incarceration, from engaging in future unlawful behavior. 

39. "Recidivism reduction staff" means a person who provides recidivism reduction services. 

40. "Residential care institution" means a health care institution other than a hospital or a nursing 
care institution that provides resident beds or residential units, supervisory care services, personal 
care services, behavioral health services, directed care services or health-related services for 
persons who do not need continuous nursing services. 

41. "Residential unit" means a private apartment, unless otherwise requested by a resident, that 
includes a living and sleeping space, kitchen area, private bathroom and storage area. 
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42. "Respite care services" means services that are provided by a licensed health care institution to 
persons otherwise cared for in foster homes and in private homes to provide an interval of rest or 
relief of not more than thirty days to operators of foster homes or to family members. 

43. "Substantial compliance" means that the nature or number of violations revealed by any type of 
inspection or investigation of a health care institution does not pose a direct risk to the life, health or 
safety of patients or residents. 

44. "Supervision" means direct overseeing and inspection of the act of accomplishing a function or 
activity. 

45. "Supervisory care services" means general supervision, including daily awareness of resident 
functioning and continuing needs, the ability to intervene in a crisis and assistance in the self-
administration of prescribed medications. 

46. "Temporary license" means a license that is issued by the department to operate a class or 
subclass of a health care institution at a specific location and that is valid until an initial licensing 
inspection. 

47. "Unscheduled medical services" means medically necessary periodic health care services that 
are unanticipated or cannot reasonably be anticipated and that require medical evaluation or 
treatment before the next business day. 

B. If there are fewer than four Arizona long-term care system participants receiving adult foster care 
in an adult foster care home, nonparticipating adults may receive other types of services that are 
authorized by law to be provided in the adult foster care home as long as the number of adults 
served, including the Arizona long-term care system participants, does not exceed four. 

C. Nursing care services may be provided by the adult foster care licensee if the licensee is a nurse 
who is licensed pursuant to title 32, chapter 15 and the services are limited to those allowed 
pursuant to law.  The licensee shall keep a record of nursing services rendered. 

 

36-694. Report of blood tests; newborn screening program; committee; fee; definitions 

A. When a birth or stillbirth is reported, the attending physician or other person required to make a 
report of the birth shall state on the certificate whether a blood test for syphilis was made on a 
specimen of blood taken from the woman who bore the child or from the umbilical cord at delivery, 
as required by section 36-693, and the approximate date when the specimen was taken. 

B. When a birth is reported the attending physician or person who is required to make a report on 
the birth shall order or cause to be ordered tests for certain congenital disorders, including hearing 
disorders.  The results of tests for these disorders must be reported to the department of health 
services. The department of health services shall specify in rule the disorders, the process for 
collecting and submitting specimens and the reporting requirements for test results. 

C. When a hearing test is performed on a newborn, the initial hearing test results and any 
subsequent hearing test results must be reported to the department of health services as prescribed 
by department rules. 
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D. The director of the department of health services shall establish a newborn screening program 
within the department to ensure that the testing for congenital disorders and the reporting of hearing 
test results required by this section are conducted in an effective and efficient manner. The newborn 
screening program shall include an education program for the general public, the medical 
community, parents and professional groups. The director shall designate the state laboratory as the 
only testing facility for the program, except that the director may designate other laboratory testing 
facilities for conditions or tests added to the newborn screening program on or after July 24, 2014. If 
the director designates another laboratory testing facility for any condition or test, the director shall 
require the facility to follow all of the privacy and sample destruction time frames that are required of 
the state laboratory. 

E. The newborn screening program shall establish and maintain a central database of newborns and 
infants who are tested for hearing loss and congenital disorders that includes information required in 
rule. Test results are confidential subject to the disclosure provisions of sections 12-2801 and 12-
2802. 

F. If tests conducted pursuant to this section indicate that a newborn or infant may have a hearing 
loss or a congenital disorder, the screening program shall provide follow-up services to encourage 
the child's family to access evaluation services, specialty care and early intervention services. 

G. The director shall establish a committee to provide recommendations and advice to the 
department on at least an annual basis regarding tests that the committee believes should be 
included in the newborn screening program.  Any recommendation by the committee that a test be 
added to the newborn screening program shall be accompanied by a cost-benefit analysis. 

H. The committee shall include the following members who are appointed by the director and who 
serve without compensation or reimbursement of expenses at the pleasure of the director: 

1. Seven physicians who are licensed pursuant to title 32, chapter 13 or 17 and who represent the 
medical specialties of endocrinology, pediatrics, neonatology, family practice, otology and obstetrics. 

2. A neonatal nurse practitioner who is licensed and certified pursuant to title 32, chapter 15. 

3. An audiologist who is licensed pursuant to chapter 17, article 4 of this title. 

4. A representative of an agency that provides services under part C of the individuals with 
disabilities education act. 

5. At least one parent of a child with a hearing loss or a congenital disorder. 

6. A representative from the insurance industry who is familiar with health care reimbursement 
issues. 

7. The director of the Arizona health care cost containment system administration or the director's 
designee. 

8. A representative of the hospital or health care industry. 
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I. The director may establish by rule a fee that the department may collect for operation of the 
newborn screening program, including contracting for the testing pursuant to this section.  The fee 
for the first specimen and hearing test shall not exceed thirty-six dollars. 

J. For the purposes of this section: 

1. "Infant" means a child who is twenty-nine days of age to two years of age. 

2. "Newborn" means a child who is not more than twenty-eight days of age. 

36-1901. Definitions 

In this chapter, unless the context otherwise requires: 

1. "Accredited program" means a program leading to the award of a degree in audiology that is 
accredited by an organization recognized for that purpose by the United States department of 
education. 

2. "Approved training program" means a postsecondary speech-language pathology assistant 
training program that is approved by the director. 

3. "Assistive listening device or system" means an amplification system that is specifically designed 
to improve the signal-to-noise ratio for the listener who is hearing impaired, reduce interference from 
noise in the background and enhance hearing levels at a distance by picking up sound from as close 
to the source as possible and sending it directly to the ear of the listener, excluding hearing aids. 

4. "Audiologist" means a person who engages in the practice of audiology and who meets the 
requirements prescribed in this chapter. 

5. "Audiology" means the nonmedical and nonsurgical application of principles, methods and 
procedures of measurement, testing, evaluation and prediction that are related to hearing, its 
disorders and related communication impairments for the purpose of nonmedical diagnosis, 
prevention, amelioration or modification of these disorders and conditions. 

6. "Clinical interaction" means a fieldwork practicum in speech-language pathology that is supervised 
by a licensed speech-language pathologist. 

7. "Department" means the department of health services. 

8. "Direct supervision" means the on-site, in-view observation and guidance of a speech-language 
pathology assistant by a licensed speech-language pathologist while the speech-language pathology 
assistant performs an assigned clinical activity. 

9. "Director" means the director of the department. 

10. "Disorders of communication" means an organic or nonorganic condition that impedes the 
normal process of human communication and includes disorders of speech, articulation, fluency, 
voice, verbal and written language, auditory comprehension, cognition and communications and 
oral, pharyngeal and laryngeal sensorimotor competencies. 
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11. "Disorders of hearing" means an organic or nonorganic condition, whether peripheral or central, 
that impedes the normal process of human communication and includes disorders of auditory 
sensitivity, acuity, function or processing. 

12. "Hearing aid" means any wearable instrument or device designed for or represented as aiding or 
improving human hearing or as aiding, improving or compensating for defective human hearing, and 
any parts, attachments or accessories of the instrument or device, including ear molds, but excluding 
batteries and cords. 

13. "Hearing aid dispenser" means any person who engages in the practice of fitting and dispensing 
hearing aids. 

14. "Indirect supervision" means supervisory activities, other than direct supervision that are 
performed by a licensed speech-language pathologist and that may include consultation, record 
review and review and evaluation of audiotaped or videotaped sessions. 

15. "Letter of concern" means an advisory letter to notify a licensee that, while there is insufficient 
evidence to support disciplinary action, the director believes the licensee should modify or eliminate 
certain practices and that continuation of the activities that led to the information being submitted to 
the director may result in action against the licensee. 

16. "License" means a license issued by the director under this chapter and includes a temporary 
license. 

17. "Nonmedical diagnosing" means the art or act of identifying a communication disorder from its 
signs and symptoms. Nonmedical diagnosing does not include diagnosing a medical disease. 

18. "Practice of audiology" means: 

(a) Rendering or offering to render to a person or persons who have or who are suspected of having 
disorders of hearing any service in audiology including prevention, identification, evaluation, 
consultation, habilitation, rehabilitation, instruction and research. 

(b) Participating in hearing conservation, hearing aid and assistive listening device evaluation and 
hearing aid prescription preparation, fitting, dispensing and orientation. 

(c) Screening, identifying, assessing, nonmedical diagnosing, preventing and rehabilitating 
peripheral and central auditory system dysfunctions. 

(d) Providing and interpreting behavioral and physiological measurements of auditory and vestibular 
functions. 

(e) Selecting, fitting and dispensing assistive listening and alerting devices and other systems and 
providing training in their use. 

(f) Providing aural rehabilitation and related counseling services to hearing impaired persons and 
their families. 
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(g) Screening speech-language and other factors that affect communication function in order to 
conduct an audiologic evaluation and an initial identification of persons with other communications 
disorders and making the appropriate referral. 

(h) Planning, directing, conducting or supervising services. 

19. "Practice of fitting and dispensing hearing aids" means the measurement of human hearing by 
means of an audiometer or by any other means, solely for the purpose of making selections or 
adaptations of hearing aids, and the fitting, sale and servicing of hearing aids, including assistive 
listening devices and the making of impressions for ear molds and includes identification, instruction, 
consultation, rehabilitation and hearing conservation as these relate only to hearing aids and related 
devices and, at the request of a physician or another licensed health care professional, the making 
of audiograms for the professional's use in consultation with the hearing impaired. The practice of 
fitting and dispensing hearing aids does not include formal auditory training programs, lip reading 
and speech conservation. 

20. "Practice of speech-language pathology" means: 

(a) Rendering or offering to render to an individual or groups of individuals who have or are 
suspected of having disorders of communication service in speech-language pathology including 
prevention, identification, evaluation, consultation, habilitation, rehabilitation, instruction and 
research. 

(b) Screening, identifying, assessing, interpreting, nonmedical diagnosing and rehabilitating 
disorders of speech and language. 

(c) Screening, identifying, assessing, interpreting, nonmedical diagnosing and rehabilitating 
disorders of oral-pharyngeal functions and related disorders. 

(d) Screening, identifying, assessing, interpreting, nonmedical diagnosing and rehabilitating cognitive 
and communication disorders. 

(e) Assessing, selecting and developing augmentative and alternative communication systems and 
providing training in the use of these systems and assistive listening devices. 

(f) Providing aural rehabilitation and related counseling services to hearing impaired persons and 
their families. 

(g) Enhancing speech-language proficiency and communication effectiveness. 

(h) Screening hearing and other factors for speech-language evaluation and initially identifying 
persons with other communication disorders and making the appropriate referral. 

21. "Regular license" means each type of license issued by the director, except a temporary license. 

22. "Sell" or "sale" means a transfer of title or of the right to use by lease, bailment or any other 
contract, but does not include transfers at wholesale to distributors or dealers. 

23. "Speech-language pathology" means the nonmedical and nonsurgical application of principles, 
methods and procedures of assessment, testing, evaluation and prediction related to speech and 
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language and its disorders and related communication impairments for the nonmedical diagnosis, 
prevention, amelioration or modification of these disorders and conditions. 

24. "Speech-language pathology assistant" means a person who provides services prescribed in 
section 36-1940.04 and under the direction and supervision of a speech-language pathologist 
licensed pursuant to this chapter. 

25. "Sponsor" means a person who is licensed pursuant to this chapter and who agrees to train or 
directly supervise a temporary licensee in the same field of practice. 

26. "Temporary licensee" means a person who is licensed under this chapter for a specified period 
of time under the sponsorship of a person licensed pursuant to this chapter. 

27. "Unprofessional conduct" means: 

(a) Obtaining any fee or making any sale by fraud or misrepresentation. 

(b) Employing directly or indirectly any suspended or unlicensed person to perform any work 
covered by this chapter. 

(c) Using, or causing or promoting the use of, any advertising matter, promotional literature, 
testimonial, guarantee, warranty, label, brand, insignia or other representation, however 
disseminated or published, that is misleading, deceiving, improbable or untruthful. 

(d) Advertising for sale a particular model, type or kind of product when purchasers or prospective 
purchasers responding to the advertisement cannot purchase or are dissuaded from purchasing the 
advertised model, type or kind if the purpose of the advertisement is to obtain prospects for the sale 
of a different model, type or kind than that advertised. 

(e) Representing that the professional services or advice of a physician will be used or made 
available in the selling, fitting, adjustment, maintenance or repair of hearing aids if this is not true, or 
using the words "doctor", "clinic", "clinical" or like words, abbreviations or symbols while failing to 
affix the word, term or initials "audiology", "audiologic", "audiologist", "doctor of audiology", "Au.D.", 
"Ph.D." or "Sc.D.". 

(f) Defaming competitors by falsely imputing to them dishonorable conduct, inability to perform 
contracts or questionable credit standing or by other false representations, or falsely disparaging the 
products of competitors in any respect, or their business methods, selling prices, values, credit 
terms, policies or services. 

(g) Displaying competitive products in the licensee's show window, shop or advertising in such 
manner as to falsely disparage such products. 

(h) Representing falsely that competitors are unreliable. 

(i) Quoting prices of competitive products without disclosing that they are not the current prices, or 
showing, demonstrating or representing competitive models as being current models when they are 
not current models. 
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(j) Imitating or simulating the trademarks, trade names, brands or labels of competitors with the 
capacity, tendency or effect of misleading or deceiving purchasers or prospective purchasers. 

(k) Using in the licensee's advertising the name, model name or trademark of a particular 
manufacturer of hearing aids in such a manner as to imply a relationship with the manufacturer that 
does not exist, or otherwise to mislead or deceive purchasers or prospective purchasers. 

(l) Using any trade name, corporate name, trademark or other trade designation that has the 
capacity, tendency or effect of misleading or deceiving purchasers or prospective purchasers as to 
the name, nature or origin of any product of the industry, or of any material used in the product, or 
that is false, deceptive or misleading in any other material respect. 

(m) Obtaining information concerning the business of a competitor by bribery of an employee or 
agent of that competitor, by false or misleading statements or representations, by the impersonation 
of one in authority, or by any other unfair means. 

(n) Giving directly or indirectly, offering to give, or permitting or causing to be given money or 
anything of value, except miscellaneous advertising items of nominal value, to any person who 
advises another in a professional capacity as an inducement to influence that person or have that 
person influence others to purchase or contract to purchase products sold or offered for sale by a 
hearing aid dispenser, or to influence persons to refrain from dealing in the products of competitors. 

(o) Sharing any profits or sharing any percentage of a licensee's income with any person who 
advises another in a professional capacity as an inducement to influence that person or have that 
person influence others to purchase or contract to purchase products sold or offered for sale by a 
hearing aid dispenser or to dissuade persons from dealing in products of competitors. 

(p) Failing to comply with existing federal regulations regarding the fitting and dispensing of a 
hearing aid. 

(q) Conviction of a felony or a misdemeanor that involves moral turpitude. 

(r) Fraudulently obtaining or attempting to obtain a license or a temporary license for the applicant, 
the licensee or another person. 

(s) Aiding or abetting unlicensed practice. 

(t) Wilfully making or filing a false audiology, speech-language pathology or hearing aid dispenser 
evaluation. 

(u) The use of narcotics, alcohol or drugs to the extent that the performance of professional duties is 
impaired. 

(v) Betraying a professional confidence. 

(w) Any conduct, practice or condition that impairs the ability of the licensee to safely and 
competently engage in the practice of audiology, speech-language pathology or hearing aid 
dispensing. 
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(x) Providing services or promoting the sale of devices, appliances or products to a person who 
cannot reasonably be expected to benefit from these services, devices, appliances or products. 

(y) Being disciplined by a licensing or disciplinary authority of any state, territory or district of this 
country for an act that is grounds for disciplinary action under this chapter. 

(z) Violating any provision of this chapter or failing to comply with rules adopted pursuant to this 
chapter. 

(aa) Failing to refer an individual for medical evaluation if a condition exists that is amenable to 
surgical or medical intervention prescribed by the advisory committee and consistent with federal 
regulations. 

(bb) Practicing in a field or area within that licensee's defined scope of practice in which the licensee 
has not either been tested, taken a course leading to a degree, received supervised training, taken a 
continuing education course or had adequate prior experience. 

(cc) Failing to affix the word, term or initials "audiology", "audiologic", "audiologist", "doctor of 
audiology", "Au.D.", "Ph.D." or "Sc.D." in any sign, written communication or advertising media in 
which the term "doctor" or the abbreviation "Dr." is used in relation to the audiologist holding a 
doctoral degree. 

44-7002. Definitions 

In this chapter, unless the context otherwise requires: 

1. "Agreement" means the bargain of the parties in fact, as found in their language or inferred from 
other circumstances and from rules, regulations and procedures that are given the effect of 
agreements under laws otherwise applicable to a particular transaction. 

2. "Automated transaction" means a transaction that is conducted or performed, in whole or in part, 
by electronic means or electronic records and in which the acts or records of one or both parties are 
not reviewed by an individual in the ordinary course in forming a contract, performing under an 
existing contract or fulfilling an obligation that is required by the transaction. 

3. "Computer program" means a set of statements or instructions to be used directly or indirectly in 
an information processing system in order to bring about a certain result. 

4. "Contract" means the total legal obligation resulting from the parties' agreement as affected by this 
chapter and any other applicable law. 

5. "Electronic" means relating to technology that has electrical, digital, magnetic, wireless, optical or 
electromagnetic capabilities or similar capabilities. 

6. "Electronic agent" means a computer program or an electronic or other automated means that is 
used independently to initiate an action or respond to electronic records or performances, in whole 
or in part, without review or action by an individual. 

7. "Electronic record" means a record that is created, generated, sent, communicated, received or 
stored by electronic means. 
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8. "Electronic signature" means an electronic sound, symbol or process that is attached to or 
logically associated with a record and that is executed or adopted by an individual with the intent to 
sign the record. 

9. "Governmental agency" means an executive, legislative or judicial agency, department, board, 
commission, authority, institution or instrumentality of the federal government or a state or of a 
county or municipality or other political subdivision of a state. 

10. "Information" means data, text, images, sounds, codes, computer programs, software or 
databases or similar items. 

11. "Information processing system" means an electronic system for creating, generating, sending, 
receiving, storing, displaying or processing information. 

12. "Person" means an individual, corporation, business trust, estate, trust, partnership, limited 
liability company, association, joint venture, governmental agency or public corporation or any other 
legal or commercial entity. 

13. "Record" means information that is inscribed on a tangible medium or that is stored in an 
electronic or other medium and that is retrievable in perceivable form. 

14. "Security procedure" means a procedure that is employed to verify that an electronic signature, 
record or performance is that of a specific person or to detect changes or errors in the information in 
an electronic record.  Security procedure includes a procedure that requires the use of algorithms or 
other codes, identifying words or numbers or encryption, callback or other acknowledgment 
procedures. 

15. "State" means a state of the United States, the District of Columbia, Puerto Rico, the United 
States Virgin Islands or any territory or insular possession subject to the jurisdiction of the United 
States.  State includes an Indian tribe or band or Alaskan native village that is recognized by federal 
law or formally acknowledged by another state. 

16. "State agency" means any department, commission, board, institution or other agency of the 
state that receives, expends or disburses state funds or incurs obligations of the state, including the 
Arizona board of regents but excluding the universities under the jurisdiction of the Arizona board of 
regents, the community college districts and the legislative or judicial branches. 

17. "Transaction" means an action or set of actions occurring between two or more persons relating 
to the conduct of business, commercial or governmental affairs. 
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GOVERNOR’S REGULATORY REVIEW COUNCIL 
M E M O R A N D U M 
 
 

 
MEETING DATE: November 7, 2017     AGENDA ITEM: E-6 
 
TO:  Members of the Governor’s Regulatory Review Council (Council)  
  
FROM:    Council Staff 
    
DATE:       October 24, 2017 
 
SUBJECT:  BOARD OF ACCOUNTANCY (R-17-1105) 

Title 4, Chapter 1, Article 1, General Provisions; Article 3, Certification and 
Registration; Article 4, Regulation 

 
  Amend: R4-1-101; R4-1-341; R4-1-345; R4-1-453; R4-1-454; R4-1-455;  
    R4-1-455.01; R4-1-455.02; R4-1-455.03; R4-1-455.04 
_____________________________________________________________________________ 
 
SUMMARY OF THE RULEMAKING 
 
 The rulemaking, from the Board of Accountancy (Board), seeks to amend ten rules in 
A.A.C. Title 4, Chapter 1, Articles 1, 3, and 4. The rules are related to peer review and 
professional conduct standards. The Board indicates that it is engaging in this rulemaking to 
align the rules with the American Institute of Certified Public Accountants’ (AICPA) peer 
review program, as well as to conform the rules to recent statutory changes and reduce the 
regulatory burden of the rules. The rules were last amended on February 4, 2014. An exemption 
from the rulemaking moratorium was provided for this rulemaking on April 21, 2016. 
 
 Proposed Action 
  
 The following is a summary of the Board’s actions: 
 

· R4-1-101 & R4-1-454: The peer review rule, R4-1-454, and related definitions in R4-1-
101 are amended to make them consistent with the AICPA’s peer review program by 
amending the Educational Enhancement Review (EER) provision. 

· R4-1-341: This rule is amended to conform to statutory changes as a result of Laws 2015, 
Chapter 207 (HB2218), to include the International Qualification Examination (IQEX) as 
an acceptable examination to qualify for certification by reciprocity. 

· R4-1-345: Registrants who are suspended for nonregistration for more than six months 
will no longer be required to return their actual paper certificates to the Board. 
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· R4-1-453: This rule is amended to clarify continuing professional education records 
requirements. 

· R4-1-455, R4-1-455.01, R4-1-455.02, R4-1-455.03, R4-1-455.03, and R4-1-455.04 are 
amended to incorporate AICPA’s Code of Conduct and Professional Standards. 

 
1. Are the rules legal, consistent with legislative intent, and within the agency’s 

statutory authority? 
 
 Yes. The Board cites to A.R.S. § 32-703(B)(7) as the authorizing statute which states that 
the Board may “[a]dopt procedures and rules to administer this chapter.” It also cites to A.R.S. § 
32-703(B)(8) and (13) as the implementing statutes. Subsection (8) states that the Board may 
“[r]equire peer review pursuant to rules adopted by the board on a general and random basis of 
the professional work of a registrant engaged in the practice of accounting.” Subsection (13) 
states that the Board may “[a]dopt and amend rules concerning the definition of terms, the 
orderly conduct of the board’s affairs and the effective administration of this chapter.” 
  
2. Do the rules establish a new fee or contain a fee increase? 
 
 No. The rules do not establish a new fee or contain a fee increase, though the rules may 
subject firms currently not affiliated with the AICPA to the costs of peer review. 
 
3. Summary of the agency’s economic impact analysis: 
 
 In this rulemaking, the Board is adopting rules that will eliminate Educational 
Enhancement Reviews (EERs), and align their peer review requirements with those adopted by 
the American Institute of Certified Public Accountants (AICPA). The peer review requirements 
would apply to firms that only perform non-disclosure compilation services. 
 

· There are 55 jurisdictions in the US with a board of accountancy 
· 54 of the 55 require peer review (Puerto Rico does not) 
· This amended rule would make Arizona consistent with 47 of the 54 jurisdictions 
· In 2016, 65% of EERs received a letter of concern due to deficient work identified by 

the Board; in 2017: 61% 
  
 The Board regulates 2,367 firms. Of these, 477 (20.2%) already participate in the peer 
review program, 240 (10.1%) firms are subject to EERs, and the remaining (1,650; 69.7%) do 
not have a scope of practice that requires either a peer review or an EER. The Board anticipates 
this rulemaking could affect up to 10% of firms. 
 
4. Has the agency analyzed the costs and benefits of the rulemaking and determined 

that the rules impose the least burden and costs to those who are regulated? 
 
 The Board believes this is the least costly and least intrusive method, as the AICPA’s 
peer review program is already constructed in a manner to accept peer reviews from firms who 
engage in non-disclosure compilations. The AICPA’s peer review program is the only national 
peer review program available to CPA’s in the United States. 
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5. What are the economic impacts on stakeholders? 
 
 Key stakeholders will be the Board, as well as firms who are not affiliated AICPA, 
member firms who perform only non-disclosure compilations, and the public. Firms currently 
affiliated with the AICPA will not be affected because these requirements already exist for 
member firms.  
 
 The Board anticipates they will bear the cost of creating the rulemaking and any future 
costs related to educating registrants of the peer review requirement changes. 

 
 The Board anticipates firms that are not affiliated with the AICPA who perform non-
disclosure compilations will be subject to costs associated with peer review. The fees are as 
follows: 

a. Base fee for first CPA - $600 
b. $150 for each additional CPA up to a maximum of $2,250 

 
 The Board explains the fee structure is built on a “per CPA” basis so that smaller firms 
can remain competitive with larger firms. 

 
 The Board anticipates consumers will benefit from increased quality of non-disclosure 
compilation services; and from the ability to easily reference one set of standards that regulate 
the work of Arizona registrants. 
 
6. Does the agency adequately address the comments on the proposed rules and any  

supplemental proposals? 
  
 Yes. In response to oral comments received from the public and Board members at the 
February 13, 2017 oral proceeding regarding the Notice of Proposed Rulemaking, and following 
additional discussion, the Board decided to further amend the peer review rules through a Notice 
of Supplemental Proposed Rulemaking by choosing not to add a new regulation which would 
have made engagements to prepare financial statements subject to Educational Enhancement 
Review requirements.  
 
 The Board indicates that it also decided to further amend R4-1-455.03 by clarifying the 
due date for filing a written response to Board communications, as well as other technical 
changes. The Board indicates that it received no comments regarding the Notice of Supplemental 
Proposed rulemaking and that no one presented oral or written comments at the June 12, 2017 
oral proceeding. One written comment expressing support for the rulemaking, from the Arizona 
Society of Certified Public Accountants, has been submitted to the Council and is included as an 
attachment to the Notice of Final Rulemaking. 
 
7. Are the final rules a substantial change, considered as a whole, from the proposed 

rules and any supplemental proposals? 
  
 No. The final rules have not substantially changed from the Notice of Supplemental 
Proposed Rulemaking. The Board made minor technical changes at the request of Council staff. 
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8. Are the rules more stringent than corresponding federal law and, if so, is there 
statutory authority to exceed the requirements of federal law? 

 
 The Board indicates that there is no federal law related to the rules. 
   
9. Do the rules require a permit or license and, if so, does the agency comply with 

A.R.S. § 41-1037? 
 
 R4-1-341 adds a process for certification, and the Board has statutory authority under 
A.R.S. § 32-703(B) to limit issurance of certificates to qualified applicants. 
 
10. Does the preamble disclose a reference to any study relevant to the rules that the 

agency reviewed and either did or did not rely upon? 
 
 No. The Board indicates that it did not review or rely upon any study for the rulemaking. 
 
11. Conclusion 
 
 The Board requests an effective date of January 1, 2018, constituting an immediate 
effective date under A.R.S. § 41-1032. The Board requests the immediate effective date for the 
rules under A.R.S. § 41-1032(A)(4). The Board notes that the rules provide a benefit to the 
public and a penalty is not associated with a violation of the rule. This analyst recommends 
approval of the rules. 
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NOTICE OF FINAL RULEMAKING 

TITLE 4. PROFESSIONS AND OCCUPATIONS 

CHAPTER 1. BOARD OF ACCOUNTANCY 

PREAMBLE 

 

1. Articles, Part, or Section Affected (as applicable)   Rulemaking Action 

 R4-1-101       Amend 
 R4-1-341       Amend 
 R4-1-345       Amend 
 R4-1-453       Amend 
 R4-1-454       Amend 
 R4-1-455       Amend 
 R4-1-455.01       Amend 
 R4-1-455.02       Amend 
 R4-1-455.03       Amend 
 R4-1-455.04       Amend 

2. Citations to the agency's statutory rulemaking authority to include the authorizing statute 

(general) and the implementing statute (specific): 

Authorizing statute: A.R.S. § 32-703(B)(7) 

Implementing statute: A.R.S. § 32-703(B)(8) and (13) 

3.   The effective date of the rule: 

        To be added by the editor 

a. If the agency selected a date earlier than the 60-day effective date as specified in A.R.S. 41-§ 

1032(A), include the earlier date and state the reason or reasons the agency selected the 

earlier effective date as provide in A.R.S. § 41-1032(A)(1) through (5): 

An immediate effective date is not being requested. However, an effective date a few days earlier 

than the general effective date is being requested. Given the Governor’s Regulatory Review 

Council deadlines for 2017, this Notice of Final Rulemaking is expected to be heard at the 

November 7, 2017 council meeting. If filed with the Secretary of State on the same day, the 60-

day effective date would be January 6, 2018. The Board is asking that GRRC consider a specific 

effective date of January 1, 2017 which is just a few days earlier than the normal 60-day general 

effective date under the provision of A.R.S. §41-1032(A)(4) to provide a benefit to the public and 

a penalty is not associated with a violation of the rule. 

R4-1-454, as proposed, requires that each firm that performs attest services or compilation 

services shall have a peer review performed and reported on within the three years immediately 

preceding the firm's registration date. In current rule, peer review is required for attest services 

and full-disclosure compilations but not non-disclosure compilations. This proposed rule will 
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now subject firms that perform non-disclosure compilations to peer review. The Board would 

like to ensure that any firms that performed non-disclosure compilations for financial statements 

with a period ending before January 1, 2018 not be subject to this proposed rule. The January 1, 

2018 effective date will be an easy date for Board staff and firms to remember when 

communicating and operationalizing the impacts of the rule change. 

Board staff consulted with Chris Kleminich, GRRC Attorney, on the best way to create a carve 

out for firms to ensure that they are not adversely impacted by this rulemaking due to the three-

year look back of the rule. Board staff was advised that this section of the preamble of the 

rulemaking was the appropriate place to communicate the Board’s desire to ensure that any firms 

that performed non-disclosure compilations for financial statements with a period ending before 

January 1, 2018 not be subject to this proposed rule. Mr. Kleminich noted that drafting such an 

exclusion is not desirable in the rule itself since it is not language that belongs in the rule 

permanently. 

b. If the agency selected a date later than the 60-day effective date as specified in A.R.S. § 41-

1032(A), include the later date and state the reason or reasons the agency selected the later 

effective date as provided in A.R.S. § 41-1032(B): 

Not applicable 

4. Citations to all related notices published in the Register as specified in R1-1-409(A) that pertain 

to the record of the proposed rule: 

 Notice of Rulemaking Docket Opening: 23 A.A.R. 137, January 13, 2017 

 Notice of Proposed Rulemaking: 23 A.A.R. 97, January 13, 2017 

 Notice of Supplemental Proposed Rulemaking: 23 A.A.R. 955, April 28, 2017 

5.  The agency's contact person who can answer questions about the rulemaking: 

Name:  Monica L. Petersen, Executive Director 

Address: Board of Accountancy, 100 N. 15th Ave., Suite 165, Phoenix, AZ 85007 

Telephone: (602) 364-0870 

Fax:  (602) 364-0903 

E-mail:  mpetersen@azaccountancy.gov 

Web site: www.azaccountancy.gov 

6. An agency's justification and reason why a rule should be made, amended, repealed, or 

renumbered, to include an explanation about the rulemaking: 

 R4-1-101 and R4-1-454. The peer review rule, R4-1-454, and related definitions in R4-1-101, are 

amended to make them consistent with the American Institute of Certified Public Accountants’ 

(AICPA) peer review program. Such consistency will help to reduce confusion among 
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practitioners about what are now differing peer review requirements. The AICPA peer review 

program subjects non-disclosure compilations to peer review, whereas, the Board’s rule does not. 

Rather, the Board’s current rule subjects non-disclosure compilations to an Educational 

Enhancement Review (EER). By amending the rules to delete the EER provisions, the Board’s 

rules will be consistent with the AICPA peer review program. It will also be consistent with 47 of 

the 54 states of the United States and its territories that require peer review. A peer review is 

necessary to protect the public because it ensures that practitioners take any corrective action 

needed while the peer review program is still educational in nature. Lastly, the amendment 

requires firms to provide peer review results to the AICPA Facilitated State Board Access 

(FSBA), which will reduce the need for firms to provide results via hard copy to the Board, since 

Board staff will be able to obtain results electronically from FSBA, making this aspect of Board 

operations more efficient.   

 R4-1-341. This rule is amended to conform to statutory changes as a result of Laws 2015, Chapter 

207 (HB 2218) which allows the International Qualification Examination (IQEX) in addition to 

the Uniform CPA Examination as an acceptable examination to qualify for certification by 

reciprocity. 

 R4-1-345. This rule is amended to reduce regulatory burden by no longer requiring registrants 

who are suspended for nonregistration for more than six months to return their actual paper 

certificates to the Board.  

 R4-1-453. This rule is amended to clarify continuing professional education records 

requirements. 

 R4-1-455, R4-1-455.01, R4-1-455.02, R4-1-455.03 and R4-1-455.04. These rules are amended to 

incorporate AICPA’s Code of Conduct and Professional Standards. AICPA is the world’s largest 

member association representing the accounting profession, with more than 412,000 members in 

144 countries, and a history of serving the public interest since 1887.  AICPA sets ethical 

standards for the profession and U.S. auditing standards for private companies, nonprofit 

organizations, federal, state and local governments. It is not efficient nor effective for the Board 

to promulgate its own standards, as these may be redundant or contradictory to the AICPA. The 

incorporation by reference of the AICPA standards reduces the regulatory burden while achieving 

the same objective by ensuring that the accounting community only has one set of standards by 

which it is regulated. The standard setting process involves many practitioners with a variety of 

expertise as well as the incorporation of a thoughtful and very public process that provide the 

opportunity for public input from all state Boards of Accountancy, CPA Societies, the National 

Association of State Boards of Accountancy (NASBA), practitioners, and the public at large. 
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Well-thought-out standards help provide clear guidance to practitioners and regulators. 

Practitioners who make the effort to stay abreast of standards that affect the accounting services 

that they provide are better positioned to provide quality service to their clients; and, when 

practitioners fall short, the Board, its advisory committees, and its investigators will have clear 

guidance for enforcement, which serves to protect the public and closes existing loopholes that 

create legal ambiguity.  

 Technical and conforming changes are also made to the rules. 

 An exemption from Executive Orders 2015-01 and 2016-03 was provided for this rulemaking by 

Rene Guillen, Policy Advisor for Government and Transportation in the Governor’s Office, in an 

email dated April 21, 2016. 

7. A reference to any study relevant to the rule that the agency reviewed and proposes either to 

rely on or not to rely on in its evaluation of or justification for the rule, where the public may 

obtain or review each study, all data underlying each study, and any analysis of each study and 

other supporting material: 

The Board did not review or rely on a study in its evaluation of or justification for a rule in this 

rulemaking. 

8. A showing of good cause why the rulemaking is necessary to promote a statewide interest if the 

rulemaking will diminish a previous grant of authority of a political subdivision of this state: 

 Not applicable 

9. A summary of the economic, small business, and consumer impact: 

 Firms that are already members of the AICPA must follow its peer review program requirements, 

which include peer reviews for non-disclosure compilations. However, firms that are not 

members of the AICPA and which perform non-disclosure compilations are currently not subject 

to peer review, but rather the Board’s Educational Enhancement Review requirement. By 

conforming the Board’s rules to be consistent with the AICPA’s peer review program, non-

AICPA member firms who do non-disclosure compilations will now be subject to peer review. It 

will also be consistent with 47 of the 54 states of the United States and its territories that require 

peer review. The pros of doing peer reviews of firms issuing non-disclosure compilations are 

expected to significantly outweigh the con of increased costs for non-AICPA member firms, since 

greater scrutiny in the process will likely benefit consumers by identifying issues that the 

reviewed firms need to address in order to provide quality services, thereby protecting the public.  

 Adopting the AICPA’s codes of conduct is not expected to have any economic, small business or 

consumer impact. 

 The other amendments are not anticipated to have a fiscal impact. 
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10. A description of any changes between the proposed rulemaking, including supplemental 

notices, and the final rulemaking: 

As a result of oral comments received from the public and Board members at the February 13, 

2017 oral proceeding regarding the Notice of Proposed Rulemaking, and following additional 

discussion by the Board and by members of the Board’s Peer Review Advisory Committee at the 

Board’s March 27, 2017 meeting, the Board decided to further amend the peer review rules 

through a Supplemental Notice of Proposed Rulemaking by choosing not to add to its current 

rules a new regulation which would have made engagements to prepare financial statements 

subject to Educational Enhancement Review requirements. At the Board’s March 27, 2017 

meeting, the Board also decided to further amend R4-1-455.03 by clarifying the due date for 

filing a written response to Board communications. 

The Notice of Supplemental Proposed Rulemaking to the Notice of Final Rulemaking, included a 

technical change to properly reference paragraph J instead of K in R4-1-101(B)(6) regarding the 

definition of peer review as well as updating the Professional Code of Conduct incorporation by 

reference from the May 1, 2016 publication to the June 1, 2017 publication in R4-1-101(B)(1), 

R4-1-454(J) and R4-1-455(A). Additionally, the amendment of R4-1-455.03, which requires the 

deletion of (D)(1) was already the subject of a separate, Notice of Final Rulemaking rulemaking 

that was effective June 15, 2017 and published 23 A.A.R. 1807, July 7, 2017 and therefore was 

eliminated from this rulemaking. 

11. An agency’s summary of the public or stakeholder comments made about the rulemaking and 

the agency response to comments: 

No comments were received regarding the Notice of Supplemental Proposed Rulemaking. No one 

presented oral or written comments at the oral proceeding held on June 12, 2017. The record 

closed at 5:00 p.m. on June 12, 2017. 

12. All agencies shall list other matters prescribed by statute applicable to the specific agency or to 

any specific rule or class of rules. Additionally, an agency subject to Council review under 

A.R.S. §§ 41-1052 and 41-1055 shall respond to the following questions: 

 a. Whether the rule requires a permit, whether a general permit is used and if not, the reasons 

why a general permit is not used: 

  The rules do not require a permit. 

 b. Whether a federal law is applicable to the subject of the rule, whether the rule is more 

stringent than federal law and if so, citation to the statutory authority to exceed the 

requirements of federal law: 

  There is no federal law regarding CPAs, peer review or the other subjects of the rules. 
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 c. Whether a person submitted an analysis to the agency that compares the rule's impact of 

the competitiveness of business in this state to the impact on business in other states: 

 No analysis was submitted. 

13. A list of incorporated by reference material as specified in A.R.S. § 41-1028 and its location 

in the rules: 

R4-1-101(B)(1) – Definition of Compilation Services 

http://www.aicpa.org/Research/Standards/CompilationReview/DownloadableDocuments/AR-C-

00080.pdf 

R4-1-454(J) – Standards for Performing and Reporting on Peer Reviews 

http://www.aicpa.org/Research/Standards/PeerReview/DownloadableDocuments/PeerReviewSta

ndards.pdf 

R4-1-455(A) – Code of Professional Conduct 

http://pub.aicpa.org/codeofconduct/ethicsresources/et-cod.pdf 
 
14. Whether the rule was previously made, amended, or repealed as an emergency rule. If so, 

cite the notice published in the Register as specified in R1-1-409(A). also, the agency shall 

state where the text was changed between the emergency and the final rulemaking 

packages: 

 No rule in this rulemaking was previously made, amended, or repealed as an emergency rule. 

15. The full text of the rules follows: 

http://www.aicpa.org/Research/Standards/CompilationReview/DownloadableDocuments/AR-C-00080.pdf
http://www.aicpa.org/Research/Standards/CompilationReview/DownloadableDocuments/AR-C-00080.pdf
http://www.aicpa.org/Research/Standards/PeerReview/DownloadableDocuments/PeerReviewStandards.pdf
http://www.aicpa.org/Research/Standards/PeerReview/DownloadableDocuments/PeerReviewStandards.pdf
http://pub.aicpa.org/codeofconduct/ethicsresources/et-cod.pdf
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TITLE 4. PROFESSIONS AND OCCUPATIONS 

CHAPTER 1. BOARD OF ACCOUNTANCY 

 

ARTICLE 1. GENERAL 

R4-1-101. Definitions 

ARTICLE 3. CERTIFICATION AND REGISTRATION 

R4-1-341. CPA Certificates; Reinstatement 
R4-1-345. Registration; Fees 

ARTICLE 4. REGULATION 

R4-1-453. Continuing Professional Education 
R4-1-454. Peer Review 
R4-1-455.  Professional Conduct: Independence, Integrity, and Objectivity and Standards 
R4-1-455.01. Professional Conduct: Competence and Technical StandardsDefinitions; 
  Interpretations 
R4-1-455.02. Professional Conduct: Confidentiality; Records DispositionCompetence and  
  Technical Standards 
R4-1-455.03. Professional Conduct: Other Specific Responsibilities and Practices 
R4-1-455.04. Professional Conduct: InterpretationsRecords Disposition 

ARTICLE 1. GENERAL 
R4-1-101.  Definitions 
A. The definitions in A.R.S. § 32-701 apply to this chapter.  
B. In this chapter, unless the context otherwise requires:  

1. “Compilation services” has the same meaning as means services, the objective of which is defined 
in Section 60.05 80.04 of the Statements on Standards for Accounting and Review Services No. 
19 21, issued December 2009October 2014 and published June 1, 2013June 1, 2017 in the 
AICPA Professional Standards by the American Institute of Certified Public Accountants, 1211 
Avenue of the Americas, New York, New York 10036‐8775, which is incorporated by reference. 
This incorporation by reference does not include any later amendments or editions. The 
incorporated material is available for inspection and copying at the Board's office.  

2. “Contested case” means any proceeding in which the legal rights, duties or privileges of a party are 
required by law to be determined by any agency after an opportunity for hearing.  

3. “CPE” or “continuing professional education” means attending classes, writing articles, conducting 
or teaching courses, and taking self-study courses if the activities contribute to maintaining and 
improving of professional competence in accounting.  

4. “Educational Enhancement Review” means an assessment by the PROAC of one or more aspects 
of the professional work of a firm that performs only nondisclosure compilation services.   

5. “Full‐disclosure compilation services” means a compilation of financial statements that does not 
omit substantially all disclosures.  

6. “Nondisclosure compilation services” means a compilation of financial statements that omits 
substantially all disclosures.  

64.  “Facilitated State Board Access (FSBA)” means the sponsoring organization’s process for 
providing the Board access to peer review results via a secured website. 

75.  “Party” means each person or agency named or admitted as a party, or properly seeking and 
entitled, as of right, to be admitted as a party.  

86.  “Peer review” means an assessment, conducted according to R4-1-454(J), of one or more aspects 
of the professional work of a firm that is registered with the Board to practice public accounting 
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and performs attest services or full‐disclosure compilation or nondisclosure compilation services 
conducted according to R4‐1‐454(K).  

97.  “Person” may include any individual, and any form of corporation, partnership, or professional 
limited liability company.“Peer review program” means the sponsoring organization’s entire peer 
review process, including but not limited to the standards for administering, performing and 
reporting on peer reviews, oversight procedures, training, and related guidance materials.  

108.“Person” may include any individual, and any form of corporation, partnership, or professional 
limited liability company. 

119.“Sponsoring organization” means a Board-approved professional society, or other organization 
approved by the Board responsible for the facilitation and administration of peer reviews through 
use of its peer review program and peer review standards. 

10."Upper division level course” means a course taken beyond the basic level, after any required 
prerequisite or introductory accounting course and does not include principals of accounting or 
similar introductory accounting courses. 

 
ARTICLE 3. CERTIFICATION AND REGISTRATION 

 
R4-1-341. CPA Certificates; Reinstatement  
A.  An applicant may apply for a certificate of certified public accountant or for reinstatement by 

submitting:  
1. An application fee of $100; and  

 2. For an applicant applying for certification under A.R.S. § 32-721(A) and (B), a completed 
application including:  
a. Verification that the applicant passed the Uniform CPA Examination,  
b. Verification that the applicant meets the education and experience requirements specified in 

R4-1-343,  
c. One signed and dated letter of recommendation by a CPA,  

 d. Proof of a score of at least 90% on the American Institute of Certified Public Accountants 
(AICPA) examination in professional ethics taken within the two years immediately before 
the application is submitted,  

e. Evidence of lawful presence in the United States, and  
f. Other information or documents requested by the Board to determine compliance with 

eligibility requirements.  
3.  For an applicant applying for certification under A.R.S. § 32-721(A) and (C), a completed 

application including:  
a. Verification that the applicant passed the Uniform CPA Examination, or the International 

Qualification Examination (IQEX), 
b. License verification from each jurisdiction in which the applicant has ever been issued a 

certificate as a certified public accountant of which at least one must be an active certification 
from a jurisdiction with requirements determined by the Board to be substantially equivalent 
to the requirements in A.R.S. § 32-721(B) or verification that the applicant meets the 
education and experience requirements specified in R4-1-343,  

c. Evidence of lawful presence in the United States, and  
d. Other information or documents requested by the Board to determine compliance with 

eligibility requirements.  
4. For an applicant applying for certification under A.R.S. § 32-721(A) and (D) for mutual 

recognition agreements adopted by the Board a completed application including:  
a. Verification that the applicant has passed the International Qualification Examination 

(IQEX),  
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 b. License verification from the applicant’s country which that has a mutual recognition 
agreement with the National Association of State Boards of Accountancy that has been 
adopted by the Board,  

c. Evidence of lawful presence in the United States, and  
d. Other information or documents requested by the Board to determine compliance with 

eligibility requirements.  
5. For an applicant applying for reinstatement from cancelled or expired status under A.R.S. §§ 32-

730.02 or 32-730.03 respectively a completed application including:  
a. CPE that meets the requirements of R4-1-453(C)(6) and (E), and  
b. Evidence of lawful presence in the United States.  

6. For an applicant applying for reinstatement from revoked or relinquished status under A.R.S. §§ 
32-741.03 or 32-741.04 respectively a completed application including:  
a. CPE that meets the requirements of R4-1-453(C)(6) and (E),  
b. Evidence of lawful presence in the United States,  
c. If not waived by the Board as part of a disciplinary order, evidence from an accredited 

institution or a college or university that maintains standards comparable to those of an 
accredited institution that the individual has completed at least one hundred fifty semester 
hours of education as follows:  
i. At least 36 semester hours are accounting courses of which at least 30 semester hours are 

upper level courses.  
ii. At least 30 semester hours are related courses.  

 d. If prescribed by the Board as part of a disciplinary order, evidence that the individual has 
retaken and passed the Uniform Certified Public Accountant Examination.  

B. Within 30 days of receiving an application, the Board shall notify the applicant that the application is 
either complete or incomplete. If the application is incomplete, the notice shall specify what 
information is missing. 
1. The Board shall make service of written notice regarding an incomplete application in accordance 

with R4-1-117(E)(1) or (2). The applicant has 30 days from the date of the notice to respond in 
writing to the Board's notice or the Board may administratively close the file. An applicant whose 
file is administratively closed and who later wishes to become certified, shall reapply under 
subsection (A).  

2. Within 60 days of receipt of all the missing information, the Board shall notify the applicant that 
the application is complete. 

3. The Board shall issue a certification decision no later than 150 days after receipt of a completed 
application.  

4. If the Board finds deficiencies during the substantive review of the application, the Board may 
issue a written request to the applicant for additional information. 

5. The 150-day time-frame in subsection (B)(3) for a substantive review for the issuance of a 
certificate is suspended from the date of the written request for additional information made under 
subsection (B)(4) until the date that all information is received. The Board shall serve a written 
request under subsection (B)(4) in accordance with R4-1-117(E)(1) or (2). The applicant has 30 
days to respond to the Board's request for additional information. If the applicant fails to timely 
respond to the Board's request, the Board shall finish its substantive review based upon the 
information the applicant has presented. 

6. When the applicant and the Board mutually agree in writing, the substantive review time frame 
specified in subsection (B)(3) may be extended in accordance with A.R.S. § 41-1075. 

C. If the Board denies an applicant's request for certification, the Board shall send the applicant written 
notice explaining: 
1. The reason for denial, with citations to supporting statutes or rules; 
2. The applicant's right to seek a fair hearing to challenge the denial; and 
3. The time periods for appealing the denial. 
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D. The Board establishes the following licensing time-frames for the purpose of A.R.S. § 41-1073: 
1. Administrative completeness review time-frame: 30 days; 
2. Substantive review time-frame: 150 days; and 
3. Overall time-frame: 180 days. 

 
R4-1-345.  Registration; Fees  
A.  Initial registration: After the Board approves an applicant’s request for certification or firm 

registration, the applicant shall file an application for initial registration in a format prescribed by the 
Board and pay a registration fee under subsection (C). 

B.  Renewal registration: A registrant shall file an application for renewal registration in a format 
prescribed by the Board no later than 5:00 p.m. on the last business day of the month. A renewal 
registration is deemed filed on the date and time received in the Board office. The Board shall record 
the date and time either by electronic date stamp in Arizona time or on physical receipt in the board’s 
office. The Board shall not accept a postmark as evidence of timely filing. It is the sole responsibility 
of the registrant to complete the renewal registration requirements at the following times: 
1. Individual registrant: An individual registrant shall renew registration at the following times: 

a. A registrant born in an even-numbered year shall renew registration during the month of birth 
in each even-numbered year. 

b. A registrant born in an odd-numbered year shall renew registration during the month of birth 
in each odd-numbered year. 

2. Firm registrant: A firm shall renew registration at the following times: 
a. A firm that initially registered with the Board in an even-numbered year shall renew 

registration during the board-approved month of the initial registration in each even-
numbered year. 

b. A firm that initially registered with the Board in an odd-numbered year shall renew 
registration during the board-approved month of the initial registration in each odd-numbered 
year. 

C.  Registration fees: The biennial registration fee is:  
1.  $300 and, if applicable, a late fee of $50 for each certified public accountant and, each public 

accountant. For a certified public accountant or public accountant, the registration fee shall be 
prorated by month for an initial registration period of less than two years. 

2.  $300 and, if applicable, a late fee of $50 for a firm. Under A.R.S. § 32-729, the Board shall not 
charge a fee for the registration of additional offices of the same firm or for the registration of a 
sole practitioner.   

D. If a registrant’s certificate is suspended for nonregistration under A.R.S. § 32-741.01 and remains in a 
suspended status for more than six months, the registrant must return their certificate to the Board.  

 
ARTICLE 4.  REGULATION 

 
R4-1-453.  Continuing Professional Education 
A. Measurement Standards. The Board shall use the following standards to measure the hours of credit 

given for CPE programs completed by an individual registrant.  
1.  A class hour shall consist of a minimum of 50 continuous minutes of instruction and a half class 

hour shall consist of a minimum of 25 continuous minutes of instruction. CPE credit shall be 
given in half-hour increments for periods of not less than one class hour. Credit shall not be 
allowed for repeat participation in any seminar or course during the registration period.  

2.  Courses taken at colleges and universities apply toward the CPE requirement as follows: 
a. Each semester - system credit hour is worth 15 CPE credit hours, 
b. Each quarter - system credit hour is worth 10 CPE credit hours, and 
c. Each noncredit class hour is worth one CPE credit hour. 

3.  Each correspondence program hour is worth one CPE credit hour. 
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4.  Acting as a lecturer or discussion leader in a CPE program, including college courses, may be 
counted as CPE credit. The Board shall determine the amount of credit on the basis of actual 
presentation hours, and shall allow CPE credit for preparation time that is less than or equal to the 
presentation hours. A registrant may only claim as much preparation time as is actually spent for 
a presentation. Total credit earned under this subsection for service as a lecturer or discussion 
leader, including preparation time may not exceed 40 credit hours of the renewal period's 
requirement. Credit is limited to only one presentation of any seminar or course with no credit for 
repeat teaching of that course. 

5.  Writing and publishing articles or books that contribute to the accounting profession may be 
counted for a maximum of 20 hours of CPE credit during each renewal period. 
a. Credit may be earned for writing accounting material not used in conjunction with a seminar 

if the material addresses an audience of certified public accountants, is at least 3,000 words in 
length, and is published by a recognized third-party publisher of accounting material or a 
sponsor. 

b. For each 3,000 words of original material written, the author may earn two credit hours. 
Multiple authors may share credit for material written. 

6. A registrant may earn a combined maximum of 40 hours of CPE credit under subsections (A)(4) 
and (5) above during each renewal period. 

7. A registrant may earn a maximum of 20 hours of CPE during each renewal period by completing 
introductory computer-related courses. Computer-related courses may qualify as consulting 
services pursuant to subsection (C).  

B. Programs that Qualify. CPE credit may be given for a program that provides a formal course of 
learning at a professional level and contributes directly to the professional competence of participants. 
1. The Board shall accept a CPE course as qualified if it: 

a. Is developed by persons knowledgeable and experienced in the subject matter,  
b. Provides written outlines or full text,  
c. Is administered by an instructor or organization knowledgeable in the program, and 
d. Uses teaching methods consistent with the study program. 

2.  The Board shall accept a correspondence program which includes online or computer based 
programs if the sponsors maintain written records of each student's participation and records of 
the program outline for three years following the conclusion of the program. 

3.  An ethics program taught or developed by an employer or co-worker of a registrant does not 
qualify for the ethics requirements of subsection (C)(4). 

C. Hour Requirement. As a prerequisite to registration pursuant to A.R.S. § 32-730(C) or to reactivate 
from inactive status pursuant to A.R.S. § 32-730.01, a registrant shall complete the CPE requirements 
during the two-year period immediately before registration as specified under subsections (C)(1) 
through (C)(5). For registration periods of less than two years CPE may be prorated, with the 
exception of ethics.  
1. A registrant whose last registration period was for two years shall complete 80 hours of CPE. 
2. A registrant shall complete a minimum of 50 percent of the required hours in the subject areas of 

accounting, auditing, taxation, business law, or consulting services with a minimum of 16 hours 
in the subject areas of accounting, auditing, or taxation.  

3. A registrant shall complete a minimum of 16 of the required hours:  
a. In a classroom setting, 
b. Through an interactive live webinar, or  
c. By acting as a lecturer or discussion leader in a CPE program, including college courses.  

4. A registrant shall complete four hours of CPE in the subject area of ethics. The four hours 
required by this subsection shall include a minimum of one hour of each of the following 
subjects: 
a. Ethics related to the practice of accounting including the Code of Professional Conduct of the 

American Institute of Certified Public Accountants, and 
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b. Board statutes and administrative rules. 
5. A registrant shall report total CPE hours completed for the registration period. Hours that exceed 

the number required for the current registration period may not be carried forward to a subsequent 
registration period. Any CPE hours completed to vacate a suspension for nonregistration or for 
noncompliance with CPE requirements may not be used to meet CPE requirements for the 
registration period.  

6.  As a prerequisite to reactivate from retired status or reinstate from cancelled, expired, 
relinquished or revoked status, an applicant shall complete up to 160 hours of CPE during the 
four-year period immediately before application to reactivate or reinstate. For periods of less than 
four years CPE may be prorated, with the exception of ethics.  
a.  An applicant shall complete a minimum of 50 percent of the required hours in the subject 

areas of accounting, auditing, taxation, business law, or consulting services with a minimum 
of 32 hours in the subject areas of accounting, auditing or taxation.  

b.  An applicant shall complete a minimum of 32 hours of the required hours:  
i. In a classroom setting,  
ii. Through an interactive live webinar, or  
iii. By acting as a lecturer or discussion leader in a CPE program, including college courses.  

c.  An applicant shall complete eight hours of CPE in the subject area of ethics. The eight hours 
required by this subsection shall include a minimum of one hour of each of the following 
subjects. The following subjects shall be completed during the two-year period immediately 
preceding application for reactivation or reinstatement:  
i.  Ethics related to the practice of accounting including the Code of Professional Conduct of 

the American Institute of Certified Public Accountants; and  
ii.  Board statutes and administrative rules.  

D. Reporting: An applicant for reinstatement, a registrant who is subject to an audit, or a registrant 
completing their registration must report the following details about their completed CPE:  
1. Sponsoring organization; 
2. Number of CPE credit hours;  
3. Title of program or description of content; and 
4. Dates attended. 

E.  In addition to the information required under subsection (D), an applicant for reinstatement from 
cancelled, expired, relinquished or revoked status, or a registrant subject to a CPE audit pursuant to 
subsection (G) shall provide evidence of completed CPE as required to be maintained by subsection 
(F). the Board the following documents at its request: copies of course outlines and certificates of 
completion that include registrant’s name, course provider or sponsor, course title, credit hours, and 
date of completion.  

F.  CPE Record Retention: A registrant shall maintain for three years from the date their registration 
application was dated as received by the Board and provide the Board upon request the following 
documents: course outlines and certificates of completion that include registrant’s name, course 
provider or sponsor, course title, credit hours, and date of completion. 

G. CPE audits: The Board, at its discretion, may conduct audits of a registrant’s CPE and require that the 
registrant provide the CPE records that the registrant is required to maintain under subsection (F) to 
verify compliance with CPE requirements.  

H. The Board may grant a full or partial exemption from CPE requirements on demonstration of good 
cause for a disability for only one registration period.   

 
R4-1-454.  Peer Review 
A. Each firm, as defined in A.R.S. § 32-701(14), that performs attest services or full disclosure  

compilation services shall have a peer review performed and reported on within the three years 
immediately preceding the firm's registration date. 
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1. A firm shall submit to the Peer Review Oversight Advisory Committee (PROAC) a peer review 
report and any additional, related documentation requested by the PROAC. The PROAC shall not 
require the submission of working papers related to the peer review process.Firms shall submit a 
copy of the results of their most recently accepted peer review pursuant to R4-1-345 or by a 
Board approved extension date to the Board which includes the following documents: 

 a.  Peer review report which has been accepted by the sponsoring organization, 
 b.  Firm’s letter of response accepted by the sponsoring organization, if applicable, 
 c.  Completion letter from the sponsoring organization, 
 d.  Letter(s) accepting the documents signed by the firm with the understanding that the firm 

agrees to take any actions required by the sponsoring organization, if applicable, and 
 e.  Letter signed by the sponsoring organization notifying the firm that required actions have 

been appropriately completed, if applicable. 
 2. The Board may grant, upon a written request and demonstration of good cause, excluding 

financial hardship pursuant to A.R.S. § 32-701(15)(e), an extension of time for completing the 
peer review or submitting the peer review report to the Board. For firms whose peer reviews are 
scheduled before January 1, 2018, the firm shall submit the peer review documents pursuant to 
R4-1-454(A)(1) to the Board prior to its next firm registration renewal via mail, electronic 
transmission or, if available, the AICPA Facilitated State Board Access (FSBA).  

 3. For firms whose peer reviews are scheduled after January 1, 2018, the firm must allow the 
sponsoring organization to make the documents pursuant to R4-1-454(A)(1) accessible to the 
Board via the FSBA process. 

 4. The Board may grant, upon written request and demonstration of good cause, excluding financial 
hardship pursuant to A.R.S. §32-701(15)(E), an extension of time for completing the peer review 
or submitting the peer review documents to the Board. 

B. If the only services performed by a firm involving financial statements are nondisclosure  compilation 
services, the Board shall request, on a random basis, as a condition for initial or renewal registration, 
that the firm provide a peer review report and any additional, related documentation, completed 
within the three years immediately preceding the firm's registration date. 

 1. If a firm did not complete a peer review within the three years immediately preceding the firm’s 
registration date, PROAC shall request that the firm provide reports and financial statements from 
two separate nondisclosure compilation engagements, performed within the two years 
immediately preceding the firm’s registration date, for an Educational Enhancement Review by 
PROAC; 

2. If the results of the Educational Enhancement Review indicate deficient work by a firm, the 
Board may do any of the following: 
a. Educate the firm by informing it of or referencing it to the current and appropriate reporting 

requirements; 
b. Educate the firm by informing it how to enhance its reporting and financial presentation; or  
c. Require the firm to undergo a peer review before its next renewal registration. 

3. If the results of the Educational Enhancement Review do not indicate deficient work, the PROAC 
shall recommend to the Board that it accepts the firm's Educational Enhancement Review and 
that the firm be notified of its compliance with this Section. 

CB. Only a peer reviewer or a review team approved by the sponsoring organizationBoard or its 
authorized agent may conduct a peer review. In approving a peer reviewer or a review team, the 
sponsoring organizationBoard or its authorized agent shall ensure that each peer reviewer or member 
of a review team holds a certificate or license in good standing to practice public accounting, and is 
not affiliated with the firm under review. 

D.  A firm may obtain a peer review and the corresponding report from a national organization approved 
by the Board or its authorized agent. In approving a national organization, the Board shall determine 
whether the organization performs peer reviews that comply with this Section. 
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EC.The Peer Review Oversight Advisory Committee (PROAC) shall review the peer review report results 
submitted by a firm to determine whether the firm is complying with the standards in subsection (KJ). 
If the results of peer review indicate that a firm is complying with the standards in subsection (KJ), 
the PROAC shall recommend to the Board that it accept the firm's peer review and that the firm be 
notified of its compliance with this Section. 

FD. If the results of the peer review indicate that a firm is not complying with the standards in subsection 
(KJ):  
1. The Board shall direct the PROAC to obtain relevant reports, and perform any follow-up action 

required as a consequence of the identified deficiencies. The PROAC shall retain all documents 
obtained until the firm completes and the Board accepts the firm's next peer review. 

2.  If additional information is needed to determine whether a firm is correcting identified 
deficiencies, the Board shall make a written request that the firm provide the needed information. 
If the PROAC determines that the firm has not corrected the identified deficiencies, it shall refer 
the matter to the Board. 

3.  Based upon review of the PROAC’s recommendation, the Board may take disciplinary action. as 
defined in A.R.S. § 32-701(10). 

E. If the results of the peer review suggest one or more violations of A.R.S. Title 32 Chapter 6 or Board 
rules, the Board may conduct or direct an authorized committee to conduct an initial analysis and take 
other action as authorized by A.R.S §32-742.01. 

GF. Information discovered solely as a result of a peer review is not grounds for suspension or revocation 
of a certificate. 

HG.Failure of a firm to complete a peer review under this Section may constitutes grounds for 
disciplinary action. revocation or suspension of a firm's registration, after notice and opportunity for a 
hearing, unless the Board determines that there is good cause for the failure.  

IH.  Exemptions: A firm is exempt from the requirements of this Section if the firm submits to the Board a 
written statement that it meets at least one of the following grounds for exemption: 
1.  The firm has not previously practiced public accounting in this state, any other state, or a foreign 

country and the firm shall have a peer review issued by a qualified peer reviewer and dated within 
enroll in a Board approved peer review program with a peer review due date, in compliance with 
the peer review standards referenced in R4-1-454(J) of 18 months of initial registration from the 
year end of the first engagement performed. 

2.  The firm submits to the Board an affidavit, on a form prescribed by the Board, that states that all 
of the following apply: 
a. Within the previous three years, the firm did not undertake perform any engagement that 

resulted in the firm issuing a attest services or, full-disclosure, or non-disclosure compilation 
services; and 

b. The firm agrees to notify the Board within 90 days after accepting an attest services, or full-
disclosure compilation services engagement and shall have a peer review issued by a 
qualified peer reviewer and dated within enroll in a Board approved peer review program 
with a due date, in compliance with the peer review standards referenced in R4-1-454(J) of   
18 months from the year-end of the initial engagement accepted; and 

c. The firm agrees to notify the Board within 90 days after accepting a nondisclosure  
compilation an engagement to prepare financial statements. 

JI.  Firms that reorganize a current firm, rename a firm, or create a new firm, within which at least one of 
the prior CPA owners remains an owner or employee, shall remain subject to the provisions of this 
Section. If a firm is merged, combined, dissolved, or separated, the sponsoring organization shall 
determine which resultant firm shall be considered the succeeding firm. The succeeding firm shall 
retain its peer review status and the review due date.  

KJ. Each firm, review team, and member of a review team shall comply with the Standards for 
Performing and Reporting on Peer Reviews, issued January 2009 and published June 1, 2013June 1, 
2017 in the AICPA Professional Standards by the American Institute of Certified Public Accountants, 
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1211 Avenue of the Americas, New York, New York 10036-8775 (www.aicpa.org), which is 
incorporated by reference. This incorporation by reference does not include any later amendments or 
editions. The incorporated material is available for inspection and copying at the Board's office. 

LK. Peer review record retention. A firm shall maintain for five years, and provide the Board upon 
request, the following documents referenced in R4-1-454(A)(1), if applicable and however 
denominated, for the peer reviews required by this Section: peer review report, final acceptance letter, 
letter of comment, corrective action, and letter of response. 

 
R4-1-455.  Professional Conduct: Independence, Integrity, and Objectivity and Standards 
A.  Independence: A certified public accountant, public accountant, or firm of which the certified public 

accountant or public accountant is a partner or shareholder shall not express an opinion on a financial 
statement of an enterprise unless the certified public accountant or public accountant and the firm are 
independent with respect to the enterprise. Independence is considered to be impaired if, for example: 
1.  During the period of professional engagement or at the time of expressing an opinion, the 

certified public accountant or public accountant or the firm: 
a. Had or was committed to acquire any direct or material indirect financial interest in the 

enterprise; 
b.  Had any joint closely held business investment with the enterprise or any officer, director, or 

principal stockholder of the enterprise that was material in relation to the certified public 
accountant, public accountant, or the firm’s net worth; or  

c.  Had any loan to or from the enterprise or any officer, director, or principal stockholder of the 
enterprise. This latter proscription does not apply to the following loans from a financial 
institution if the loans are made under normal lending procedures, terms, and requirements: 

  i. Loans obtained by a certified public accountant or public accountant or the firm that are 
not material in relation to the net worth of the borrower; 

ii.  Home mortgages; and 
ii.  Other secured loans, except loans that would be unsecured if not guaranteed by a certified 

public  accountant's or public accountant’s firm. 
2. During the period covered by the financial statement, during the period of the professional 

engagement, or when expressing an opinion, the certified public accountant, public accountant or 
firm: 
a. Was connected with the enterprise as a promoter, underwriter, or voting trustee, director, or 

officer, or in any capacity equivalent to that of a member of management or of an employee; 
or 

b. Was a trustee of any trust or executor or administrator of any estate if the trust or estate had 
or was committed to acquire any direct or material indirect financial interest in the enterprise; 
or was a trustee for any pension or profit-sharing trust of the enterprise. 

3.  The above examples are not intended to be all-inclusive. 
B.  Integrity and objectivity: A certified public accountant, public accountant, or firm shall not knowingly 

or recklessly misrepresent facts when engaged in the practice of public accounting, including 
rendering tax and management advisory services. In tax practices, a certified public accountant or 
public accountant may resolve doubt in favor of a client as long as there is reasonable support for the 
position. 
1.  Contingent fees: A contingent fee is a fee established for the performance of any service under an 

arrangement in which no fee will be charged unless a specified finding or result is attained, or in 
which the amount of the fee is dependent upon the finding or result of the service. For purposes 
of this Section, fees are not regarded as contingent if fixed by courts or other public authorities, or 
in tax matters, if determined based on the results of judicial proceedings or the findings of 
governmental agencies.  
a.  A certified public accountant, public accountant, or firm engaged in the practice of public 

accounting shall not for a contingent fee for any client: 
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i.  Perform an audit or review of a financial statement; 
ii.  Prepare a compilation of a financial statement when the certified public accountant, 

public accountant, or firm expects, or reasonably should expect that a third party will use 
the financial statement and the certified public accountant's, public accountant's, or firm’s 
compilation report does not disclose a lack of independence; 

iii.  Perform an examination of prospective financial information; or 
iv.  Prepare an original or amended tax return or a claim for a tax refund. 

b.  The prohibitions in subsection (B)(1)(a) apply during the period in which the certified public 
accountant, public accountant, or firm is engaged to perform any of the services listed in 
subsection (B)(1)(a) and the period covered by any historical financial statements involved in 
the listed services. 

2.  Commissions and referral fees: 
a.  A commission is a fee calculated as a percentage of the total sale or service. 
b.  A referral fee is a fee paid in exchange for producing a purchase of goods or services. 
c.  Prohibited commissions: A certified public accountant, public accountant, or firm engaged in 

the practice of public accounting shall not for a commission recommend or refer to a client 
any product or service, recommend or refer any product or service to be supplied by a client, 
or receive a commission when the certified public accountant, public accountant, or firm also 
performs any of the following for that client: 
i. An audit or review of a financial statement; 
ii. A compilation of a financial statement when the certified public accountant, public 

accountant, or firm expects, or reasonably should expect that a third party will use the 
financial statement and the certified public accountant, public accountant, or firm’s 
compilation report does not disclose a lack of independence; or 

iii. An examination of prospective financial information. 
d.  The prohibitions in subsection (B)(2)(c) apply during the period in which the certified public 

accountant, public accountant, or firm is engaged to perform any of the services listed in 
subsection (B)(2)(c) and the period covered by any historical financial statements involved in 
the listed services. 

e.  Disclosure of permitted commissions: A certified public accountant, public accountant, or 
firm engaged in the practice of public accounting that is not prohibited by this Section from 
performing services or receiving a commission and is paid or expects to be paid a 
commission shall make a written disclosure in advance of accepting the engagement. The 
certified public accountant, public accountant, or firm shall ensure that the written disclosure 
is made to any person or entity to which the certified public accountant, public accountant, or 
firm recommends or refers a product or service to which the commission relates and shall 
include the dollar amount or percentage to be received. 

f.  Disclosure of referral fees: A certified public accountant, public accountant, or firm that 
accepts a referral fee for recommending or referring a product or service to any person or 
entity or that pays a referral fee to obtain a client shall disclose to the client, in writing, the 
acceptance or payment of the referral fee and its amount. 

3.  Incompatible occupations: A certified public accountant or public accountant who is engaged in 
the practice of public accounting shall not concurrently engage in any business or occupation that 
impairs the objectivity of the certified public accountant or public accountant in rendering 
professional services. 

A. It is the Board’s policy that the rules governing registrants be consistent with the rules governing the 
accounting profession generally. Except as otherwise set forth in these regulations, registrants shall 
conform their conduct to the Code of Professional Conduct, published June 1, 2017 in the AICPA 
Professional Standards by the American Institute of Certified Public Accountants, 1211 Avenue of 
the Americas, New York, New York 10036-8775 (www.aicpa.org), available from the AICPA. 

http://www.aicpa.org/
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B. The AICPA Code of Professional Conduct, and any interpretations and ethical rulings by the issuing 
body, shall apply to all registrants, including those who are not members of the AICPA. The version 
specified above, including any interpretations and ethical rulings in effect shall apply. Any later 
amendments, additions, interpretations, or ethical rulings shall not apply. 

 
R4-1-455.01.  Professional Conduct: Competence and Technical StandardsDefinitions; 
Interpretations 
A.  Competence: A registrant shall not undertake an engagement to perform professional services that the 

registrant cannot reasonably expect to complete with due professional competence, including 
compliance, where applicable, with subsections (B) and (C). 

B.  Auditing standards: A registrant shall not permit the registrant’s name to be associated with a 
financial statement in a manner that implies that the registrant is acting with independence with 
respect to the financial statement unless the registrant has complied with applicable generally 
accepted auditing standards. 

C.  Accounting principles: A registrant shall not express an opinion that a financial statement is presented 
in conformity with generally accepted accounting principles if the financial statement contains any 
departure from an accounting principle that has a material effect on the financial statement taken as a 
whole, unless the registrant can demonstrate that by reason of unusual circumstances that the financial 
statement would otherwise be misleading. In this case, the registrant’s report shall describe the 
departure from an accounting principle, the approximate effects of the departure, if practicable, and 
the reasons why compliance with the principle would result in a misleading statement.  

D.  Accounting and review standards: A certified public accountant, public accountant, or firm shall not 
permit the certified public accountant, public account, or firm’s name to be associated with an 
unaudited financial statement or other unaudited financial information of a non-public entity in a 
manner that implies the certified public accountant, public accountant, or firm is acting as an 
independent accountant unless the certified public accountant, public accountant, or firm has 
complied with all applicable standards for accounting and review services. 

E.  Forecasts and projections: A certified public accountant, public accountant, or firm shall not permit 
the certified public accountant's, public accountant's, or firm’s name to be used in conjunction with 
any forecast of future transactions in a manner that may lead to the belief that the certified public 
accountant, public accountant, or firm vouches for the achievability of the forecast or projection. 

F.  In expressing an opinion on representations in a financial statement that the certified public 
accountant, public accountant, or firm has examined, a certified public accountant, public accountant, 
or firm violates A.R.S. § 32-741(A)(4) if the certified public accountant, public accountant, or firm: 
1. Fails to disclose a known material fact that makes the financial statement misleading; 
2. Fails to report a known material misstatement that appears in the financial statement; 
3. Is materially negligent in the conduct of the examination or in making a report on the 

examination; 
4. Fails to acquire sufficient information to warrant expression of an opinion, or the exceptions are 

sufficiently material to negate the expression of an opinion; or 
5. Fails to direct attention to any material departure from a generally accepted accounting principle 

or disclose any material omission of a generally accepted auditing procedure applicable under the 
circumstances.  

6. The provisions of subsection (F) are not intended to be all-inclusive or to limit the application of 
A.R.S. § 32-741(A)(4). 

G.  Tax practice standards: A certified public accountant, public accountant, or firm shall exercise due 
diligence in the conduct of tax practices. The Board shall view the current standards in the American 
Institute of Certified Public Accountants Statements on Responsibilities in Tax Practice to 
presumptively represent due diligence. 

H.  Standards: The application of standards such as “generally accepted accounting principles,” 
“generally accepted auditing standards,” and “applicable standards for accounting and review 
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services” by a certified public accountant, public accountant, or firm is to be made to the specific 
engagement or problem at hand by the exercise of professional judgment in the context of the 
literature of the accounting profession. The Board considers official statements of the Financial 
Accounting Standards Board, the American Institute of Certified Public Accountants, and other 
specialized bodies dealing with accounting and auditing matters to be persuasive sources for 
interpretation of the standards. Persons who take positions that depart from the official statements 
shall be prepared to justify them. 

A. Interpretation of definitions: All terms defined in A.R.S. § 32-701 et seq. shall be construed, to the 
extent possible, to be consistent with corresponding definitions in the professional standards adopted 
in R4-1-455. The foregoing notwithstanding, for purposes of R4-1-455 and the professional standards 
adopted therein:  
1.  The term “practice of public accounting” shall be defined as set forth in A.R.S. § 32-701; and 
2. References to “member” shall be to “registrant” as defined in A.R.S. § 32-701. 

 
R4-1-455.02.  Professional Conduct: Confidentiality; Records DispositionCompetence and 
Technical Standards 
A.  Confidential client information: A certified public accountant, public accountant, or firm shall not 

disclose confidential information obtained in the course of a professional engagement except with the 
consent of the client. This requirement shall not be construed to: 
1. Relieve a certified public accountant, public accountant, or firm of the obligations under R4-1-

455.01(B) and (C); 
2. Affect the certified public accountant’s, public accountant’s, or firm’s compliance with a validly 

issued subpoena or summons enforceable by order of a court; 
3. Prohibit review of a certified public accountant's, public accountant's, or firm’s professional 

practices as a part of a peer or quality review conducted under Board decision or authority; or 
4.  Preclude a certified public accountant, public accountant, or firm from responding to an inquiry 

made by the Board under state statutes. 
B.  Records disposition responsibility: A certified public accountant, public accountant, or firm shall 

furnish to a client, or former client, upon request, within a reasonable time after original issuance: 
1. A copy of any tax returns prepared for the client;  
2. A copy of any reports, or other documents, that were previously issued to the client; and  
3. Any accounting or other records belonging to the client that the certified public accountant, 

public accountant, or firm may have removed from the client’s premises, or received for the 
client’s account. The certified public accountant, public accountant, or firm may make a copy of 
the documents if the documents form the basis for work done by the certified public accountant, 
public accountant, or firm. 

A.  In reporting on financial statements for which a registrant has performed attest services (as defined in 
A.R.S. § 32-701) any of the following will constitute a violation of A.R.S. § 32-741(A)(4): 
1.  In an audit engagement, failing to: 

a. Prepare audit documentation that is sufficient to enable an experienced auditor, having no 
previous connection with the audit, to understand:   
i. The nature, timing, and extent of the audit procedures performed; 
ii. The results of the audit procedures performed, and the audit evidence obtained; and 
iii. Significant findings or issues arising during the audit, the conclusions reached thereon, 

and significant professional judgments made in reaching those conclusions; 
b. Obtain sufficient appropriate evidence to conclude that the financial statements taken as a 

whole are free from material misstatement; or  
c. Modify the opinion in the auditor’s report when:   

i. The financial statements as a whole are materially misstated; or 
ii. Sufficient appropriate audit evidence to conclude that the financial statements as a whole 

are free from material misstatement has not been obtained. 
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2. In a review engagement, failing to:  
a. Accumulate sufficient review evidence to provide a reasonable basis for obtaining limited 

assurance that there are no material modifications that should be made to the financial 
statements in order to be in conformity with the applicable financial reporting framework; or  

b. Modify the accountant’s review report for a departure from the applicable financial reporting 
framework, including inadequate disclosure, that is material to the financial statements. 

3. In an examination of prospective financial statements engagement, failing to: 
a. Obtain sufficient evidence to provide a reasonable basis for the conclusion that is expressed 

in the report; or  
b. Modify the report when: 

i. One or more significant assumptions do not provide a reasonable basis for the 
prospective financial statements; or  

ii. The examination is affected by conditions that preclude application of one or more 
procedures considered necessary in the circumstances. 

B. The provisions of this subsection are not intended to be all inclusive or to limit the application of  
A.R.S. § 32-741(A)(4). 

 
R4-1-455.03.  Professional Conduct: OtherSpecific Responsibilities and Practices 
A.  Discreditable acts: A certified public accountant, public accountant, or firm In addition to any other 

acts prohibited by any standards incorporated in these rules, a registrant shall not commit an act that 
reflects adversely on the certified public accountant's, public accountant's, or firm’s registrant’s 
fitness to engage in the practice of public accounting, including and without limitation: 
1.  Violating a provision of R4-1-455, R4-1-455.01, R4-1-455.02, R4-1-455.03 or R4-1-455.04; 
2.  Violating a fiduciary duty or trust relationship with respect to any person; or 
3.  Violating a provision of A.R.S. Title 32, Chapter 6, Article 3, or this Chapter. 

B.  Advertising practices and solicitation practices: A certified public accountant, public accountant, or 
firm registrant has violated A.R.S. § 32-741(A)(4) and engaged in dishonest or fraudulent conduct in 
the practice of public accounting in connection with the communication or advertising or solicitation 
of public accounting services through any media, if the certified public accountant, public accountant, 
or firm registrant willfully engages in any of the following conduct: 
1.  Employs a device, scheme, or artifice to defraud; 
2.  Makes an untrue statement of material fact or fails to state a material fact necessary to make the 

statement not misleading; 
3.  Engages in any advertising that would operate as a fraud or deceit; 
4.1.   Violates A.R.S. § 44-1522 and a court finds the violation willful; 
5.2.   Engages in fraudulent or misleading practices in the advertising of public accounting services 
        that leads to a conviction pursuant to A.R.S. § 44-1481; or 
6.3.   Engages in fraudulent practices in the advertising of public accounting services that leads to a 
         conviction for a violation of any other state or federal law. 

C.  Solicitation practices: A certified public accountant, public accountant, or firm has violated A.R.S. § 
32-741(A)(4) and engaged in dishonest or fraudulent conduct in the practice of public accounting in 
connection with the direct or indirect personal solicitation of public accounting services if the 
certified public accountant, public accountant, or firm willfully engages in any of the following: 
1.  Violates a provision of R4-1-455.03(B); or 
2.  Engages in direct or indirect personal solicitation through the use of coercion, duress, undue 

influence, compulsion, or intimidation practices. 
D.C.Form of practice and name: A certified public accountant or public accountant registrant shall not use 

a professional or firm name or designation that is misleading about the legal form of the firm, or 
about the persons who are partners, officers, members, managers, or shareholders of the firm, or 
about any other matter. A firm name or designation shall not include words such as “& Company,” 
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“& Associates,” or “& Consultants” unless the terms refer to additional full-time CPAs that are not 
otherwise mentioned in the firm name. 

E.  Acting through others: A certified public accountant or public accountant shall not knowingly permit 
others to carry out on behalf of the certified public accountant or public accountant, either with or 
without compensation, acts which, if carried out by the certified public accountant or public 
accountant, would violate a provision of R4-1-455, R4-1-455.01, R4-1-455.02, R4-1-455.03 or R4-1-
455.04. 

F.D.Communications: When requested, a certified public accountant or public accountant registrant shall 
file a written response respond to a communications from the Board within 30 days of the date of the 
mailing of such after the communication is mailed by registered or certified mail. A written response 
is deemed filed on the date and time received in the Board office. The Board shall record the date and 
time either by electronic date stamp in Arizona time or on physical receipt in the Board’s office. The 
Board shall not accept a postmark as evidence of timely filing. 

E. The provisions of R4-1-455.03(A) through (C) are not intended to be all inclusive or to limit the 
application of any standards incorporated by R4-1-455. 

 
R4-1-455.04.  Professional Conduct: InterpretationsRecords Disposition 
The Board shall find interpretations of the Code of Professional Conduct adopted by the American 
Institute of Certified Public Accountants persuasive but not conclusive in the Board’s interpretations of 
R4-1-455, R4-1-455.01, R4-1-455.02, or R4-1-455.03. 
A. Document retention policies. Except as set forth in A.R.S. § 32-744(D), a registrant may retain and 

dispose of documents prescribed in A.R.S. § 32-744(C) in compliance with a reasonable document 
retention policy.  
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100 N. 15th Ave., Suite 305 
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Re: Accountancy Board Rulemaking Packet 
 
Dear Mr. Kleminich, 
 
We are writing on behalf of the more than 5,200 members of the Arizona Society of CPAs to 
request your support of the rulemaking packet submitted by the Arizona State Board of 
Accountancy. 
 
The Board of Accountancy and its Law Review Committee have spent time restructuring and 
reorganizing existing rules which regulate Certified Public Accountants. 
 
Described below are the two substantive changes:  

1. Incorporation of the American Institute of CPA’s Code of Conduct and Professional 
Standards which will ensure that Arizona CPAs have one set of standards by which 
they are regulated. This will increase regulatory compliance by eliminating state 
specific standards that may conflict with national standards which are currently the 
persuasive sources for interpretation. More than 37 jurisdictions in the United States 
have adopted this Code in full or in part. 

2. Amending the peer review rules to make them consistent with the AICPA peer review 
program and 47 other jurisdictions in the United States.  

 
The Arizona Society of CPAs strongly supports these changes and respectfully requests their 
approval. 
 
Thank you for consideration of this important matter, and please let us know if you have any 
questions. 
 
Best regards,  
 
 
 
Molly E. Montgomery, CPA   Cindie Hubiak, CPA, CGMA 
Board Chair     President & CEO 
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RULES 
A.R.S. § 41-1001(17) states: “‘Rule' means an agency statement 
of general applicability that implements, interprets, or prescribes 
law or policy, or describes the procedures or practice require-
ments 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 codi-
fication of rules that govern state agencies, boards, and commis-
sions. Virtually everything in your life is affected in some way by 
rules published in the Arizona Administrative Code, from the 
quality of air you breathe to the licensing of your dentist. This 
chapter is one of more than 230 in the Code compiled in 21 Titles. 
 
ADMINISTRATIVE CODE SUPPLEMENTS 
Rules filed by an agency to be published in the Administrative 
Code are updated quarterly. 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 2017 is 
cited as Supp. 17-1. 
 
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. 
 
ARTICLES AND SECTIONS 
Rules in chapters are divided into Articles, then Sections. The 
“R” stands for “rule” with a sequential numbering and lettering 
system separated into subsections.  
 
HISTORICAL NOTES AND EFFECTIVE DATES 
Historical notes inform the user when the last time a Section was 
updated in the Administrative Code. Be aware, since the Office 
publishes each quarter by entire chapters, not all Sections are 
updated by an agency in a supplement release. Many times just 
one Section or a few Sections may be updated in the entire 
chapter.  
 
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 
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 the introduction of a chapter 
can be found at the Secretary of State’s website, 
www.azsos.gov/services/legislative-filings. 
 
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 Arizona 
Administrative Register online at www.azsos.gov/rules, click on 
the Administrative Register link. 
 
In the Administrative Code the Office includes editor’s notes at 
the beginning of a chapter indicating that certain rulemaking 
Sections were 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 
If you are researching rules and come across rescinded chapters 
on a different paper color, this is because the agency filed a 
Notice of Exempt Rulemaking. At one time the office published 
exempt rules on either blue or green paper. Blue meant the au-
thority 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. 
 
Public Services managing rules editor, Rhonda Paschal, assisted 
with the editing of this chapter. 
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ARTICLE 1. GENERAL
R4-1-101. Definitions
A. The definitions in A.R.S. § 32-701 apply to this chapter.
B. In this chapter, unless the context otherwise requires:

1. “Compilation services” has the same meaning as Section
60.05 of the Statements on Standards for Accounting and
Review Services No. 19, issued December 2009 and pub-
lished June 1, 2013, by the American Institute of Certi-
fied Public Accountants, 1211 Avenue of the Americas,
New York, New York 10036-8775, which is incorporated
by reference. This incorporation by reference does not
include any later amendments or editions. The incorpo-
rated material is available for inspection and copying at
the Board’s office.

2. “Contested case” means any proceeding in which the
legal rights, duties, or privileges of a party are required by
law to be determined by any agency after an opportunity
for hearing.

3. “CPE” or “continuing professional education” means
attending classes, writing articles, conducting or teaching
courses, and taking self-study courses if the activities
contribute to maintaining and improving of professional
competence in accounting.

4. “Educational Enhancement Review” means an assess-
ment by the PROAC of one or more aspects of the profes-
sional work of a firm that performs only nondisclosure
compilation services.

5. “Full-disclosure compilation services” means a compila-
tion of financial statements that does not omit substan-
tially all disclosures.

6. “Nondisclosure compilation services” means a compila-
tion of financial statements that omits substantially all
disclosures.

7. “Party” means each person or agency named or admitted
as a party, or properly seeking and entitled, as of right, to
be admitted as a party.

8. “Peer review” means an assessment of one or more
aspects of the professional work of a firm that is regis-
tered with the Board to practice public accounting and
performs attest services or full-disclosure compilation or
nondisclosure compilation services conducted according
to R4-1-454 (K).

9. “Person” may include any individual, and any form of
corporation, partnership, or professional limited liability
company.

10. “Upper division course” means a course taken beyond the
basic level, after any required prerequisite or introductory
accounting course and does not include principals of
accounting or similar introductory accounting courses.

Historical Note
Former Rule 1A; Amended effective February 22, 1978 
(Supp. 78-1). Former Section R4-1-01 renumbered as 

Section R4-1-101 without change effective July 1, 1983 
(Supp. 83-4). Amended effective August 21, 1986 (Supp. 
86-4). Amended effective December 6, 1995 (Supp. 95-
4). Amended effective November 20, 1998 (Supp. 98-4). 
Amended by final rulemaking at 10 A.A.R. 4352, effec-
tive December 4, 2004 (Supp. 04-4). Amended by final 

rulemaking at 20 A.A.R. 520, effective February 4, 2014 
(Supp. 14-1).

R4-1-102. Powers of the Board: Applicability; Excuse;
Extension
A. This chapter applies to all actions and proceedings of the

Board and is deemed part of the record in every action or pro-
ceeding without formal introduction or reference. All parties

are deemed to have knowledge of this chapter, which the
Board shall make available on the Board’s website. 

B. The Board, when within the Board’s jurisdiction, may, in the
interest of justice, excuse the failure of any person to comply
with any part of this chapter.

C. The Board, or in case of an emergency, the President or Execu-
tive Director, when within the Board’s jurisdiction, may grant
an extension of time to comply with this chapter.

Historical Note
Former Rules 1B, 1C, 1D, 1E; Former Section R4-1-02 
renumbered as Section R4-1-102 without change effec-

tive July 1, 1983 (Supp. 83-4). Amended effective 
November 20, 1998 (Supp. 98-4). Amended by final 

rulemaking at 20 A.A.R. 520, effective February 4, 2014 
(Supp. 14-1).

R4-1-103. Repealed

Historical Note
Former Rule 2E; Former Section R4-1-03 renumbered as 
Section R4-1-103 without change effective July 1, 1983 
(Supp. 83-4). Repealed effective August 21, 1986 (Supp. 

86-4).

R4-1-104. Board Records; Public Access; Copying Fees
A. The Board shall maintain all records, subject to A.R.S. Title

39, Chapter 1, reasonably necessary or appropriate to maintain
an accurate knowledge of the Board’s official activities includ-
ing, but not limited to:
1. Applications for C.P.A. and P.A. certificates and support-

ing documentation and correspondence;
2. Applications to take the Uniform Certified Public

Accountant Examination;
3. Registration for registrants;
4. Documents, transcripts, and pleadings relating to disci-

plinary proceedings and to hearings on the denial of a cer-
tificate; and;

5. Investigative reports; staff memoranda; and general cor-
respondence between any person and the Board, mem-
bers of the Board, or staff members.

B. Except as provided in R4-1-105, all records of the Board are
available for public inspection and copying as provided in this
Section.

C. Any person desiring to inspect or obtain copies of records of
the Board available to the public under this section shall make
a request to the Board’s Executive Director or the Director’s
designee. The Executive Director or the director’s designee
shall, as soon as possible within a reasonable time, advise the
person making the request whether the records sought can be
made available, or, if the Executive Director or the director’s
designee is unsure whether a record may be made available for
public inspection and copying, the Executive Director or the
director’s designee shall refer the matter to the Board for final
determination.

D. A person shall not remove original records of the Board from
the office of the Board unless the records are in the custody
and control of a board member, a member of the Board’s com-
mittees or staff, or the Board’s attorney. The Executive Direc-
tor or the director’s designee may designate a staff member to
observe and monitor any examination of Board records.

E. The Board shall provide copies of all records available for
public inspection and copying shall be provided according to
the procedures described in A.R.S. Title 39, Chapter 1, Article
2.

F. Any person aggrieved by a decision of the Executive Director
or the director’s designee denying access to records of the
Board may request a hearing before the Board to review the
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action of the Executive Director or the director’s designee by
filing a written request for hearing. Within 60 days of receipt
of the request, the Board shall conduct a hearing on the matter.
If the person requires immediate access to Board records, the
person may request and may be granted an earlier hearing, if
the person sets forth sufficient grounds for immediate access.

Historical Note
Adopted effective January 3, 1977 (Supp. 77-1). 

Amended effective February 22, 1978 (Supp. 78-1). 
Amended effective July 17, 1978 (Supp. 78-4). Former 
Section R4-1-04 renumbered as Section R4-1-104 with-

out change effective July 1, 1983 (Supp. 83-4). Amended 
effective November 20, 1998 (Supp. 98-4). Amended by 
final rulemaking at 20 A.A.R. 520, effective February 4, 

2014 (Supp. 14-1).

R4-1-105. Confidential Records
A. Complaints, reports, photographs, transcripts, correspondence

and other documents relating to an investigation by the Board
of possible violations of the Arizona State Board of Accoun-
tancy statutes or this chapter shall not be made available for
public inspection and copying, except that investigative
records shall be made available for public inspection and
copying when a civil enforcement or disciplinary proceeding
against the person who is the subject of the investigation is
instituted.

B. Correspondence between the Board, members of the Board or
staff members, or members of the Board’s committees and the
Board’s attorney shall not be made available for public inspec-
tion and copying.

C. An examinee’s scores on the Uniform Certified Public
Accountant Examination shall not be made available for pub-
lic inspection and copying, except that the Board may disclose
the identity of those who pass the examination after the date
set by it for the release of scores.

D. Letters of reference received in connection with applications
for certificates shall not be made available for public inspec-
tion and copying.

E. Resumes, employment applications, personnel evaluations and
injury reports regarding employees of the Board or applicants
for employment shall not be made available for public inspec-
tion and copying, except that the records shall be disclosed as
directed by the employee or applicant concerned.

F. Minutes of executive sessions of the Board and its advisory
committees and executive session agendas containing confi-
dential information shall not be made available for public
inspection or copying.

G. The Board may, in the case of a record not otherwise made
confidential by this Section, order that the record not be made
available for public inspection or copying whenever the Board
determines that public disclosure of the record would have a
significant and adverse effect on the Board’s ability to perform
its duties or would otherwise be detrimental to the best inter-
ests of the state.

H. Notwithstanding subsections (A) through (G), the Board may
order that any record of the Board made confidential under this
Section be made available for public inspection and copying
when it determines that the reasons justifying the confidential-
ity of the record no longer exist.

Historical Note
Adopted effective January 3, 1977 (Supp. 77-1). Former 
Section R4-1-05 renumbered as Section R4-1-105 and 
amended in subsections (C) and (D) effective July 1, 
1983 (Supp. 83-4). Amended effective November 20, 

1998 (Supp. 98-4). Amended by final rulemaking at 20 
A.A.R. 520, effective February 4, 2014 (Supp. 14-1).

R4-1-106. Reserved

R4-1-107. Reserved

R4-1-108. Reserved

R4-1-109. Reserved

R4-1-110. Reserved

R4-1-111. Reserved

R4-1-112. Reserved

R4-1-113. Meetings
The Board and Board committees shall conduct meetings in accor-
dance with the current edition of Robert’s Rules of Order if the
rules are compatible with the laws of the state of Arizona or the
Board’s own resolutions regarding meetings.

1. Regular and special meetings of the Board for the pur-
pose of conducting business shall be called by the Presi-
dent or a majority of the board members.

2. Regular and special meetings of the committees shall be
called by the chairperson or a majority of the committee
members.

Historical Note
Former Rules 2A, 2B, 2C, 2D; Former Section R4-1-13 
renumbered as Section R4-1-113 without change effec-

tive July 1, 1983 (Supp. 83-4). Amended effective 
November 20, 1998 (Supp. 98-4). Amended by final 

rulemaking at 20 A.A.R. 520, effective February 4, 2014 
(Supp. 14-1).

R4-1-114. Hearing; Rehearing or Review
A. Hearing: The Board or an Administrative Law Judge (ALJ)

employed by the Office of Administrative Hearings (OAH)
shall hear all contested cases and appealable agency actions.
The Board shall conduct hearings according to the provisions
of A.R.S. Title 41, Chapter 6, Article 10 as supplemented by
R4-1-117. The OAH shall conduct hearings according to
A.R.S. Title 41, Chapter 6, Article 10 and the rules and proce-
dures established by the OAH. To the extent that there is no
conflict with A.R.S. Title 41, Chapter 6, Article 10, the provi-
sions of A.R.S. § 32-743 apply to hearings conducted by the
Board and the OAH. The following subsections apply to hear-
ings conducted by the Board and hearings conducted by the
OAH where applicable.
1. Power to join any interested party: Any board member or

the ALJ may join as a party applicant or as a party defen-
dant, any person, firm or corporation, that appears to have
an interest in the matter before the Board.

2. Stipulation at hearing: The parties may stipulate to facts
that are not in dispute. The stipulation may be in writing
or may be made orally by reading the stipulation into the
record at the hearing. The stipulation is binding upon the
parties unless the Board or the ALJ grants permission to
withdraw from the stipulation. The Board or the ALJ may
set aside any stipulation.

3. Settlements and consent orders: At any time before or
after formal disciplinary proceedings have been instituted
against a registrant, the registrant may submit to the
Board an offer of conditional settlement to avoid formal
disciplinary proceedings by the Board. In the offer of
conditional settlement, the registrant shall agree to take
specific remedial steps such as enrolling in CPE courses,
limiting the scope of the registrant’s practice, accepting
limitation on the filing of public reports, and submitting
the registrant’s work product for peer review. If the Board
determines that the proposed conditional settlement will
protect the public safety and welfare and is more likely to
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rehabilitate or educate the registrant than formal disci-
plinary action under A.R.S. § 32-741, the Board may
accept the offer and enter an order that incorporates the
registrant’s proposed conditional settlement and to which
the registrant consents. A consent order issued under this
subsection shall provide that, upon successful compliance
by the registrant with all provisions of the order, the disci-
plinary proceedings shall be terminated and any notice of
hearing previously issued shall be vacated. The consent
order shall further provide that, upon failure of the regis-
trant to comply with all provisions of the order, or upon
the discovery of material facts unknown to the Board at
the time the Board issued the order, formal disciplinary
proceedings against the registrant may be instituted or
resumed. The consent order additionally may provide
that, upon failure of the registrant to comply with all pro-
visions of the order, the Board may immediately and
summarily suspend the registrant’s certificate for not
more than one year. Within 30 days after the summary
suspension, the registrant may request a hearing solely
concerning the issue of compliance with the consent
order.

4. Decisions and orders: The Board shall make all decisions
and orders by a majority vote of the members considering
the case. The Board shall issue a final written decision in
a contested case or state the decision on the record. The
decision shall state separately the findings of fact and
conclusions of law on which the decision is based, and
the Board’s order to implement the decision. All written
decisions and orders of the Board shall be signed by the
President or Secretary of the Board. When the Board sus-
pends or revokes the certificate of a registrant, the Board
may order the registrant to return the registrant’s certifi-
cate within 30 days after receipt of the order. The Board
shall serve each party, each attorney of record, and the
Attorney General with a copy of each decision or order of
the Board, as provided in R4-1-117.

B. ALJ: In hearings conducted by the OAH, the ALJ shall pro-
vide the Board with written findings of fact, conclusions of
law, and a recommended order within 20 days after the conclu-
sion of the hearing or as otherwise provided by A.R.S. Title
41, Chapter 6, Article 10. The Board’s decision approving or
modifying the ALJ’s recommendations is the final decision of
the Board, subject to the filing of a motion for rehearing or
review as provided in subsection (C).

C. Rehearing or Review: Any party aggrieved by a decision of
the Board may file with the Board a written motion for rehear-
ing or review within 30 days after service of the decision spec-
ifying the particular grounds for the motion. The Attorney
General may file a response to the motion for rehearing within
15 days after service of the motion. The Board may require the
filing of written briefs upon issues raised in the motion for
rehearing or review and provide for oral argument. Upon
review of the documents submitted, the Board may modify the
decision or vacate it and grant a rehearing for any of the fol-
lowing causes materially affecting a party’s rights:
1. Irregularity in the administrative proceedings or any

order or abuse of discretion, that deprived a party of a fair
hearing;

2. Misconduct of the Board or the ALJ;
3. Accident or surprise that could not have been prevented

by ordinary prudence; 
4. Newly discovered material evidence, that could not with

reasonable diligence have been discovered and produced
at the original hearing;

5. Excessive or insufficient penalties;

6. Error in the admission or rejection of evidence or other
errors of law occurring at the administrative hearing, or
during the progress of the proceeding; or

7. That the findings of fact or decision is not justified by the
evidence or is contrary to law.

Historical Note
Former Rules 5A, 5B, 5C; Amended effective January 3, 
1977 (Supp. 77-1). Amended effective February 22, 1978 

(Supp. 78-1). Former Section R4-1-14 renumbered as 
Section R4-1-114 without change effective July 1, 1983 

(Supp. 83-4). Amended effective December 6, 1995 
(Supp. 95-4). Amended effective November 20, 1998 

(Supp. 98-4). Amended by final rulemaking at 20 A.A.R. 
520, effective February 4, 2014 (Supp. 14-1).

R4-1-115. Accounting and Auditing and Tax Advisory
Committees
A. The Board may appoint advisory committees concerning

accounting reports, taxation and other areas of public account-
ing as the Board deems appropriate. The committees shall
evaluate investigation files referred by the Board, hold volun-
tary informal interviews and make advisory recommendations
to the Board concerning settlement, dismissal or other disposi-
tion of the reviewed matter.

B. The Board, in its discretion, may accept, reject, or modify the
recommendation of the advisory committee. 

Historical Note
Adopted effective July 1, 1983 (Supp. 83-4). Amended 

effective November 20, 1998 (Supp. 98-4). Amended by 
final rulemaking at 20 A.A.R. 520, effective February 4, 

2014 (Supp. 14-1).

R4-1-115.01. Law Review Advisory Committee
A. The Board may appoint an advisory committee to assist in the

evaluation of statutory and regulatory provisions. The commit-
tee shall make advisory recommendations to the Board.

B. The Board, in its discretion, may accept, reject, or modify the
recommendations of the advisory committee.

Historical Note
Adopted effective November 20, 1998 (Supp. 98-4). 

Amended by final rulemaking at 20 A.A.R. 520, effective 
February 4, 2014 (Supp. 14-1).

R4-1-115.02. Continuing Professional Education Advisory
Committee
A. The Board may appoint an advisory committee to assist in the

evaluation of CPE. The committee shall make advisory recom-
mendations to the Board concerning the following:
1. CPE programs;
2. A registrant’s satisfaction of CPE requirements; and
3. A registrant’s compliance with disciplinary orders requir-

ing CPE.
B. The Board, in its discretion, may accept, reject, or modify the

recommendations of the advisory committee.

Historical Note
Adopted effective November 20, 1998 (Supp. 98-4). 

Amended by final rulemaking at 20 A.A.R. 520, effective 
February 4, 2014 (Supp. 14-1).

R4-1-115.03. Peer Review Oversight Advisory Committee
A. The Board may appoint an advisory committee to monitor and

conduct the peer review program. Upon appointment the com-
mittee shall:
1. Advise the Board on matters relating to the peer review

program;
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2. Report to the Board on effectiveness of the peer review
program;

3. Provide the Board with a list of firms that have met the
peer review requirements;

4. Update the Board on the status of participating firms’
noncompliance with the requirements of R4-1-454; 

5. Maintain documents in a manner that preserves the confi-
dentiality of persons, including information pertaining to
a specific business organization which may be disclosed
to the committee during the course of its business; and

6. Report to the Board and obtain approval of any modifica-
tion to the peer review program. 

B. The Board may accept, reject, or modify recommendations of
the Peer Review Oversight Advisory Committee.

Historical Note
New Section made by final rulemaking at 10 A.A.R. 

4352, effective December 4, 2004 (04-4). Amended by 
final rulemaking at 20 A.A.R. 520, effective February 4, 

2014 (Supp. 14-1).

R4-1-115.04. Certification Advisory Committee
A. The Board may appoint an advisory committee to assist in the

evaluation of applicants for the Uniform Certified Public
Accountant Examination and for certified public accountant.
The committee shall review applications, transcripts, and
related materials, and make advisory recommendations to the
Board concerning the qualifications of applicants for the Uni-
form Certified Public Accountant Examination and for certifi-
cation of certified public accountants.

B. The Board, in its discretion, may accept, reject, or modify the
advisory recommendation in determining the qualifications of
applicants.

Historical Note
New Section R4-1-115.04 renumbered from R4-1-116 

and amended by final rulemaking, effective February 4, 
2014 (Supp. 14-1).

R4-1-116. Renumbered

Historical Note
Adopted effective July 1, 1983 (Supp. 83-4). Amended 

effective November 20, 1998 (Supp. 98-4). Section R4-1-
116 renumbered to R4-1-115.04 by final rulemaking at 20 

A.A.R. 520, effective February 4, 2014 (Supp. 14-1).

R4-1-117. Procedure: Witnesses; Service
A. Pleadings; depositions; briefs; and related documents. A party

shall print or type all pleadings, depositions, briefs, and related
documents and use only one side of the paper.

B. Witness’ depositions. If a party wants to take the oral deposi-
tion of a witness residing outside the state, the party shall file
with the Board a petition for permission to take the deposition
stating the name and address of the witness and describing in
detail the nature and substance of the testimony expected to be
given by the witness. The petition may be denied if the testi-
mony of the witness is not relevant and material. If the petition
is granted, the party may proceed to take the deposition of the
witness by complying with the Arizona Rules of Civil Proce-
dure. The party applying to the Board for permission to take a
deposition shall bear the expense of the deposition.

C. Witness’ interrogatories. A party desiring to take the testimony
of a witness residing outside the state by means of interrogato-
ries may do so by serving the adverse party as in civil matters
and by filing with the Board a copy of the interrogatories and a
statement showing the name and address of the witness. The
adverse party may file in duplicate cross-interrogatories with a
copy of the statement within 10 days following service on the

adverse party. A party that objects to the form of an interroga-
tory or cross-interrogatory may file a statement of the objec-
tion with the Board within five days after service of the
interrogatories or cross-interrogatories and may suggest to the
Board any amendment to an interrogatory or cross-interroga-
tory. The Board may amend, add, or strike out an interrogatory
or cross-interrogatory when the Board determines it is proper
to do so.
1. Notwithstanding the fact that a party may petition for per-

mission to take the oral deposition of a witness, the Board
may require that the information be provided through
written interrogatories and vice versa.

2. A party shall provide a copy of answers to the interroga-
tories to the Board within 45 days after the interrogatories
are answered.

D. Subpoenas. The Board officer presiding at a hearing may
authorize subpoenas for the attendance of witnesses and for
the production of books, records, documents, and other evi-
dence, and shall administer oaths. A party desiring the Board
to issue a subpoena for the production of evidence, documents
or to compel the appearance of a witness at a hearing shall
apply for the subpoena in writing stating the substance of the
witness’s testimony. If the testimony appears to be relevant
and material, the Board shall issue the subpoena. Affixing the
seal of the Board and the signature of a Board officer is suffi-
cient to show that the subpoena is genuine. The party applying
for the subpoena shall bear the expense of service.

E. Service.
1. Service of any decision, order, subpoena, notice, or other

document may be made personally in the same manner as
a summons served in a civil action. If a document is
served personally, service is deemed complete at the time
of delivery.

2. Except as provided in subsection (E)(5), service of any
document may also be made by personal service or by
enclosing a copy of the document in a sealed envelope
and depositing the envelope in the United States mail,
with first-class postage prepaid, addressed to the party, at
the address last provided to the Board.

3. Service by mail is deemed complete when the document
to be served is deposited in the United States mail. If the
distance between the place of mailing and the place of
address is more than 100 miles, service is deemed com-
plete one day after the deposit of the document for each
100 miles to a maximum of six days after the date of
mailing.

4. In computing time, the date of mailing is not counted. All
intermediate Sundays and holidays are counted. If the last
day falls on a Sunday or holiday, that day is not counted
and service is considered completed on the next business
day.

5. The Board shall mail each notice of hearing and final
decision by certified mail to the last known address
reflected in the records of the Board.

6. Service on attorney. Service on an attorney who has
appeared for a party constitutes service on the party.

7. Proof of service. A party shall demonstrate proof of ser-
vice by filing an affidavit, as provided by law, proof of
mailing by certified mail, or an affidavit of first-class
mailing.

Historical Note
Former Rules 3A, 3B, 3C, 3D, 4A, 4B, 4C, 4D; Amended 
effective January 3, 1977 (Supp. 77-1). Former Section 

R4-1-15 renumbered as Section R4-1-117 without change 
effective July 1, 1983 (Supp. 83-4). Amended effective 

November 20, 1998 (Supp. 98-4). Amended by final 



4 A.A.C. 1 Arizona Administrative Code Title 4, Ch. 1
Board of Accountancy

June 30, 2017 Page 7 Supp. 17-2

rulemaking at 20 A.A.R. 520, effective February 4, 2014 
(Supp. 14-1).

R4-1-118. Repealed

Historical Note
Former Rule 8; Amended effective January 3, 1977 
(Supp. 77-1). Amended effective November 5, 1980 

(Supp. 80-6). Former Section R4-1-16 renumbered as 
Section R4-1-118 without change effective July 1, 1983 

(Supp. 83-4). Amended effective November 1, 1995 
(Supp. 95-4). Repealed by final rulemaking at 20 A.A.R. 

520, effective February 4, 2014 (Supp. 14-1).

ARTICLE 2. CPA EXAMINATION
R4-1-201. Reserved

R4-1-202. Reserved

R4-1-203. Reserved

R4-1-204. Reserved

R4-1-205. Reserved

R4-1-206. Reserved

R4-1-207. Reserved

R4-1-208. Reserved

R4-1-209. Reserved

R4-1-210. Reserved

R4-1-211. Reserved

R4-1-212. Reserved

R4-1-213. Reserved

R4-1-214. Reserved

R4-1-215. Reserved

R4-1-216. Reserved

R4-1-217. Reserved

R4-1-218. Reserved

R4-1-219. Reserved

R4-1-220. Reserved

R4-1-221. Reserved

R4-1-222. Reserved

R4-1-223. Reserved

R4-1-224. Reserved

R4-1-225. Reserved

R4-1-226. Expired

Historical Note
Former Rules 6A, 6B, 6C; Amended effective January 
15, 1976 (Supp. 76-1). Amended effective December 1, 

1976 (Supp. 76-5). Amended effective July 17, 1978 
(Supp. 78-4). Amended effective November 5, 1980 

(Supp. 80-5). Former Section R4-1-26 renumbered as 
Section R4-1-226 and amended in subsections (B) and 

(C) effective July 1, 1983 (Supp. 83-4). Amended effec-
tive August 21, 1986 (Supp. 86-4). Amended subsection 
(C) effective May 25, 1989 (Supp. 89-2). Amended effec-
tive January 1, 1994; filed in the Office of the Secretary 

of State September 21, 1993 (Supp. 93-3). Amended 
effective November 20, 1998 (Supp. 98-4). Amended by 

final rulemaking at 5 A.A.R. 4575, effective January 1, 
2000 (Supp. 99-4). Amended by final rulemaking at 6 
A.A.R. 4815, effective January 1, 2001 (Supp. 00-4). 

Amended by final rulemaking at 9 A.A.R. 5022, effective 
January 3, 2004 (Supp. 03-4). Section expired under 

A.R.S. § 41-1056(E) at 15 A.A.R. 372, effective Decem-
ber 31, 2008 (Supp. 09-1).

R4-1-226.01. Applications; Examination - Computer-based
A. A person desiring to take the Uniform Certified Public

Accountant Examination who is qualified under A.R.S. § 32-
723 may apply by submitting an initial application. A person
whose initial application has already been approved by the
Board to sit for the Uniform CPA Examination may apply by
submitting an application for re-examination. 
 1. The requirements for initial application for examination

are:
a. A completed application for initial examination,
b. A $100 initial application fee if:

i. The applicant has not previously filed an appli-
cation for initial examination in Arizona, or

ii. The Board administratively closed a previously
submitted application, or

iii. The applicant has been previously denied by
the Board. 

c. University or college transcripts to verify that the
applicant meets the educational requirements and if
necessary for education taken outside the United
States an additional course-by-course evaluation
from a foreign transcript evaluation service that is a
member of either the National Association of Cre-
dential Evaluation Services or the Association of
International Credential Evaluators.

2. The requirements for application for re-examination are:
a. A completed application for re-examination, and
b. A $50 re-examination application fee.

B. Within 30 days of receiving an initial application, board staff
shall notify the applicant that the application is either complete
or incomplete. If the application is incomplete, the notice shall
specify what information is missing. The applicant has 30 days
from the date of the Board’s letter to respond to the Board’s
request for additional information or the Board or its designee
may administratively close the file. An applicant whose file is
administratively closed and who later wishes to apply shall
reapply under subsection (A)(1). 

C. The Board’s certification advisory committee (CAC) shall
evaluate the applicant’s file and make a recommendation to the
Board to approve or deny the application. The CAC may defer
a decision on the applicant’s file to a subsequent CAC meeting
to provide the applicant opportunity to submit any information
requested by the CAC that the CAC believes is relevant to
make a recommendation to the Board. The applicant has 30
days from the date of the Board’s letter to respond to the
CAC’s request for additional information or the Board or its
designee may administratively close the file. If the CAC rec-
ommends approval, the application shall be put on a future
board meeting agenda for consent. If the CAC recommends
denial, the application will be put on a future board meeting
agenda and the CAC shall provide the Board with the reasons
for the recommendation of denial. 

D. If the Board approves the application, the Board shall notify
the applicant in writing and send an authorization to test (ATT)
to the National Association of State Boards of Accountancy
(NASBA) to permit the applicant to take the specified section
or sections of the examination for which the applicant applied.
If the Board denies the application, the Board shall notify the
applicant in writing the reasons the application was denied. 
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E. If the applicant does not timely pay to the NASBA the fees
owed for the examination section or sections for which the
applicant applied, the ATT expires. An applicant that still
wishes to take a section or sections of the Uniform CPA Exam-
ination shall submit an application for re-examination under
subsection (A)(2). 

F. After an applicant has paid NASBA, NASBA shall issue a
notice to schedule (NTS) to the applicant. A NTS enables an
applicant to schedule testing at an approved examination cen-
ter. The NTS is effective on the date of issuance and expires
when the applicant sits for all sections listed on the NTS or six
months from the date of issuance, whichever occurs first.
Upon written request to the Board and showing good cause
that prevents the applicant from appearing for the examina-
tion, an applicant may be granted by the Board a one-testing-
window extension to a current NTS. 

Historical Note
New Section made by final rulemaking at 9 A.A.R. 5022, 
effective January 3, 2004 (Supp. 03-4). Amended by final 
rulemaking at 20 A.A.R. 520, effective February 4, 2014 

(Supp. 14-1).

R4-1-227. Repealed

Historical Note
Former Rule 6D; Amended effective July 17, 1978 

(Supp. 78-4). Former Section R4-1-27 renumbered and 
amended as Section R4-1-227 effective July 1, 1983 
(Supp. 83-4). Section R4-1-227 repealed effective 

November 20, 1998 (Supp. 98-4).

R4-1-228. Examination Scores; Review and Appeal of
Scores 
A. The National Association of State Boards of Accountancy

(NASBA) shall mail or email examination scores to each
applicant based upon the applicant’s contact preference.

B. Examination scores
1. An applicant may request a score review by submitting

NASBA’S CPA Examination Score Review form to
NASBA.

2. An applicant may appeal an exam score by submitting
NASBA’s CPA Examination Score Appeal form to
NASBA.

Historical Note
Former Rules 6E, 6F; Former Section R4-1-28 renum-

bered as Section R4-1-228 without change effective July 
1, 1983 (Supp. 83-4). Amended effective November 20, 
1998 (Supp. 98-4). Amended by final rulemaking at 20 
A.A.R. 520, effective February 4, 2014 (Supp. 14-1).

R4-1-229. Conditioned Credit
A. An applicant is allowed to sit for each section individually and

in any order.
1. An applicant is given conditioned credit for each section

of the examination passed. A conditioned credit is valid
for 18 months.

2. The applicant shall not retake a failed section in the same
examination window. An examination window is the
three-month period in which the applicant has an oppor-
tunity to take an examination section or sections. 

B. Transfer of conditioned credit. The Board shall give an appli-
cant credit for all sections of an examination passed in another
jurisdiction if the credit has been conditioned. If an applicant
transfers conditioned credit from another jurisdiction, the
applicant shall pass the remaining sections of the examination
within the 18-month period from the date that the first section
was passed. An applicant who fails to pass all sections of the

Uniform CPA Examination within 18 months shall retake pre-
viously passed sections of the Uniform CPA Examination to
ensure passage of all sections within an 18-month period.

Historical Note
Former Rules 6G, 6H; Former Section R4-1-29 renum-

bered as Section R4-1-229 without change effective July 
1, 1983 (Supp. 83-4). Amended effective August 21, 

1986 (Supp. 86-4). Section repealed, new Section 
adopted effective January 1, 1994; filed in the Office of 
the Secretary of State September 21, 1993 (Supp. 93-3). 
Amended effective November 20, 1998 (Supp. 98-4). 

Amended by final rulemaking at 9 A.A.R. 5022, effective 
January 3, 2004 (Supp. 03-4). Amended by final 

rulemaking at 20 A.A.R. 520, effective February 4, 2014 
(Supp. 14-1).

R4-1-230. Expired

Historical Note
Former Rule 6I; Former Section R4-1-30 renumbered as 
Section R4-1-230 without change effective July 1, 1983 
(Supp. 83-4). Amended effective November 20, 1998 

(Supp. 98-4). Amended by final rulemaking at 9 A.A.R. 
5022, effective January 3, 2004 (Supp. 03-4). Section 
expired under A.R.S. § 41-1056(E) at 15 A.A.R. 372, 

effective December 31, 2008 (Supp. 09-1).

R4-1-231. Expired

Historical Note
Former Rule 6J; Former Section R4-1-31 renumbered as 
Section R4-1-231 without change effective July 1, 1983 

(Supp. 83-4). Section repealed, new Section adopted 
effective January 1, 1994; filed in the Office of the Secre-

tary of State September 21, 1993 (Supp. 93-3). Section 
expired under A.R.S. § 41-1056(E) at 10 A.A.R. 419, 

effective December 31, 2003 (Supp. 04-1).
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ARTICLE 3. CERTIFICATION AND REGISTRATION
R4-1-301. Reserved

R4-1-302. Reserved

R4-1-303. Reserved

R4-1-304. Reserved

R4-1-305. Reserved

R4-1-306. Reserved

R4-1-307. Reserved

R4-1-308. Reserved

R4-1-309. Reserved

R4-1-310. Reserved

R4-1-311. Reserved

R4-1-312. Reserved

R4-1-313. Reserved

R4-1-314. Reserved

R4-1-315. Reserved

R4-1-316. Reserved

R4-1-317. Reserved

R4-1-318. Reserved

R4-1-319. Reserved

R4-1-320. Reserved

R4-1-321. Reserved

R4-1-322. Reserved

R4-1-323. Reserved

R4-1-324. Reserved

R4-1-325. Reserved

R4-1-326. Reserved

R4-1-327. Reserved

R4-1-328. Reserved

R4-1-329. Reserved

R4-1-330. Reserved

R4-1-331. Reserved

R4-1-332. Reserved

R4-1-333. Reserved

R4-1-334. Reserved

R4-1-335. Reserved

R4-1-336. Reserved

R4-1-337. Reserved

R4-1-338. Reserved

R4-1-339. Reserved

R4-1-340. Reserved

R4-1-341. CPA Certificates; Reinstatement
A. An applicant may apply for a certificate of certified public

accountant or for reinstatement by submitting:
1. An application fee of $100; and

2. For an applicant applying for certification under A.R.S. §
32-721(A) and (B), a completed application including:
a. Verification that the applicant passed the Uniform

CPA Examination,
b. Verification that the applicant meets the education

and experience requirements specified in R4-1-343, 
c. One signed and dated letter of recommendation by a

CPA, 
d. Proof of a score of at least 90% on the American

Institute of Certified Public Accountants (AICPA)
examination in professional ethics taken within the
two years immediately before the application is sub-
mitted, 

e. Evidence of lawful presence in the United States,
and

f. Other information or documents requested by the
Board to determine compliance with eligibility
requirements.

3. For an applicant applying for certification under A.R.S. §
32-721(A) and (C), a completed application including:
a. Verification that the applicant passed the Uniform

CPA Examination,
b. License verification from each jurisdiction in which

the applicant has ever been issued a certificate as a
certified public accountant of which at least one
must be an active certification from a jurisdiction
with requirements determined by the Board to be
substantially equivalent to the requirements in
A.R.S. § 32-721(B) or verification that the applicant
meets the education and experience requirements
specified in R4-1-343,

c. Evidence of lawful presence in the United States,
and

d. Other information or documents requested by the
Board to determine compliance with eligibility
requirements. 

4. For an applicant applying for certification under A.R.S. §
32-721(A) and (D) for mutual recognition agreements
adopted by the Board a completed application including:
a. Verification that the applicant has passed the Inter-

national Qualification Examination (IQEX), 
b. License verification from the applicant’s country

which has a mutual recognition agreement with the
National Association of State Boards of Accoun-
tancy that has been adopted by the Board, 

c. Evidence of lawful presence in the United States,
and 

d. Other information or documents requested by the
Board to determine compliance with eligibility
requirements. 

5. For an applicant applying for reinstatement from can-
celled or expired status under A.R.S. §§ 32-730.02 or 32-
730.03 respectively a completed application including: 
a. CPE that meets the requirements of R4-1-453(C)(6)

and (E), and
b. Evidence of lawful presence in the United States. 

6. For an applicant applying for reinstatement from revoked
or relinquished status under A.R.S. §§ 32-741.03 or 32-
741.04 respectively a completed application including: 
a. CPE that meets the requirements of R4-1-453(C)(6)

and (E),
b. Evidence of lawful presence in the United States,
c. If not waived by the Board as part of a disciplinary

order, evidence from an accredited institution or a
college or university that maintains standards com-
parable to those of an accredited institution that the
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individual has completed at least one hundred fifty
semester hours of education as follows:
i. At least 36 semester hours are accounting

courses of which at least 30 semester hours are
upper level courses.

ii. At least 30 semester hours are related courses.
d. If prescribed by the Board as part of a disciplinary

order, evidence that the individual has retaken and
passed the Uniform Certified Public Accountant
Examination.

B. Within 30 days of receiving an application, the Board shall
notify the applicant that the application is either complete or
incomplete. If the application is incomplete, the notice shall
specify what information is missing.
1. The Board shall make service of written notice regarding

an incomplete application in accordance with R4-1-
117(E)(1) or (2). The applicant has 30 days from the date
of the notice to respond in writing to the Board’s notice or
the Board may administratively close the file. An appli-
cant whose file is administratively closed and who later
wishes to become certified, shall reapply under subsec-
tion (A).

2. Within 60 days of receipt of all the missing information,
the Board shall notify the applicant that the application is
complete.

3. The Board shall issue a certification decision no later than
150 days after receipt of a completed application. 

4. If the Board finds deficiencies during the substantive
review of the application, the Board may issue a written
request to the applicant for additional information.

5. The 150-day time-frame in subsection (B)(3) for a sub-
stantive review for the issuance of a certificate is sus-
pended from the date of the written request for additional
information made under subsection (B)(4) until the date
that all information is received. The Board shall serve a
written request under subsection (B)(4) in accordance
with R4-1-117(E)(1) or (2). The applicant has 30 days to
respond to the Board’s request for additional information.
If the applicant fails to timely respond to the Board’s
request, the Board shall finish its substantive review
based upon the information the applicant has presented.

6. When the applicant and the Board mutually agree in writ-
ing, the substantive review time frame specified in sub-
section (B)(3) may be extended in accordance with
A.R.S. § 41-1075.

C. If the Board denies an applicant’s request for certification, the
Board shall send the applicant written notice explaining:
1. The reason for denial, with citations to supporting stat-

utes or rules;
2. The applicant’s right to seek a fair hearing to challenge

the denial; and
3. The time periods for appealing the denial.

D. The Board establishes the following licensing time-frames for
the purpose of A.R.S. § 41-1073:
1. Administrative completeness review time-frame: 30

days;
2. Substantive review time-frame: 150 days; and
3. Overall time-frame: 180 days.

Historical Note
Former Rule 7A; Amended effective December 1, 1976 

(Supp. 76-5). Amended effective November 5, 1980 
(Supp. 80-5). Former Section R4-1-41 renumbered as 

Section R4-1-341 without change effective July 1, 1983 
(Supp. 83-4). Amended effective August 21, 1986 (Supp. 
86-4). Amended effective September 24, 1997 (Supp. 97-
3). Amended by final rulemaking at 9 A.A.R. 5022, effec-

tive January 3, 2004 (Supp. 03-4). Amended by final 
rulemaking at 13 A.A.R. 2151, effective August 4, 2007 
(Supp. 07-2). Amended by final rulemaking at 20 A.A.R. 

520, effective February 4, 2014 (Supp. 14-1).

R4-1-341.01. Repealed

Historical Note
Adopted effective November 1, 1995 (Supp. 95-4). 

Amended effective September 24, 1997 (Supp. 97-3). 
Amended by final rulemaking at 9 A.A.R. 5022, effective 
January 3, 2004 (Supp. 03-4). Section repealed by final 
rulemaking at 13 A.A.R. 2151, effective August 4, 2007 

(Supp. 07-2). 

R4-1-342. Repealed

Historical Note
Former Rule 7B; Amended effective December 1, 1976 

(Supp. 76-5). Amended effective November 5, 1980 
(Supp. 80-6). Former Section R4-1-42 renumbered as 

Section R4-1-342 without change effective July 1, 1983 
(Supp. 83-4). Amended effective March 26, 1987 (Supp. 
87-1). Amended effective September 24, 1997 (Supp. 97-
3). Amended effective November 20, 1998 (Supp. 98-4). 
Amended by final rulemaking at 13 A.A.R. 2151, effec-

tive August 4, 2007 (Supp. 07-2). Repealed by final 
rulemaking at 20 A.A.R. 520, effective February 4, 2014 

(Supp. 14-1).

R4-1-343. Education and Accounting Experience
A. To demonstrate compliance with the experience requirements

of A.R.S. § 32-721(B), an applicant for certification by exam-
ination or grade transfer shall submit to the Board:
1. One or more certificates of experience, completed, signed

and dated by an individual who:
a. Possesses personal knowledge of the applicant’s

work, and
b. Is able to confirm the applicant’s accounting experi-

ence, and
c. Is a certified public accountant; or
d. Has accounting education and experience similar to

that of a certified public accountant; and
2. Other information requested by the Board for explanation

or clarification of experience.
B. To demonstrate compliance with the experience requirements

of A.R.S. § 32-721(C), an applicant for certification by reci-
procity shall submit to the Board:
1. One or more certificates of experience, completed, signed

and dated by an individual who: 
a. Possesses personal knowledge of the applicant’s

work, and 
b. Is able to confirm the applicant’s accounting experi-

ence, and 
c. Is a certified public accountant, or 
d. Has accounting education and experience similar to

that of a certified public accountant; or 
2. If the applicant is self employed, the applicant shall pro-

vide a signed and dated statement indicating self employ-
ment and three signed and dated client letters, confirming
years of work experience, and 

3. Other information requested by the Board for explanation
or clarification of experience. 

C. To demonstrate compliance with the education requirements
of Title 32, Chapter 6, an applicant for certification or rein-
statement shall submit to the Board:
1. University or college transcripts verifying that the appli-

cant meets the educational requirements and if necessary
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for education taken outside the United States, an addi-
tional course-by-course evaluation from a foreign tran-
script evaluation service that is a member of either the
National Association of Credential Evaluation Services
or the Association of International Credential Evaluators,
and

2. Other information requested by the Board for explanation
or clarification of education.

Historical Note
Former Rule 7C; Former Section R4-1-43 repealed, new 

Section R4-1-43 adopted effective February 22, 1978 
(Supp. 78-1). Former Section R4-1-43 renumbered as Sec-

tion R4-1-343 without change effective July 1, 1983 
(Supp. 83-4). Amended effective May 31, 1991 (Supp. 91-
2). Amended effective November 20, 1998 (Supp. 98-4). 
Amended by final rulemaking at 13 A.A.R. 2151, effec-

tive August 4, 2007 (Supp. 07-2). Amended by final 
rulemaking at 20 A.A.R. 520, effective February 4, 2014 

(Supp. 14-1).

R4-1-344. Denial of Certification
An applicant who is denied certification or registration by the
Board is entitled to a hearing before the Board or an ALJ.

1. Written application. The applicant shall file a notice of
appeal under A.R.S. § 41-1092.03 within 30 days after
receipt of the notice of denial.

2. Hearing notice. The Board shall provide the applicant
with notice of the hearing in the manner prescribed by
A.R.S. § 41-1092.05.

3. Conduct of hearing. The Board or the ALJ shall conduct
the hearing in accordance with A.R.S. Title 41, Chapter 6,
Article 10 and applicable rules governing hearings.

4. Burden of persuasion: At the hearing, the applicant is the
moving party and has the burden of persuasion.

5. Matters limited. At the hearing, the Board or ALJ shall
limit the issues to those originally presented to the Board.

Historical Note
Former Rule 7D; Former Section R4-1-44 renumbered as 
Section R4-1-344 without change effective July 1, 1983 
(Supp. 83-4). Amended effective November 20, 1998 

(Supp. 98-4). Amended by final rulemaking at 20 A.A.R. 
520, effective February 4, 2014 (Supp. 14-1).

R4-1-345. Registration; Fees 
A. Initial registration: After the Board approves an applicant’s

request for certification or firm registration, the applicant shall
file an application for initial registration in a format prescribed
by the Board and pay a registration fee under subsection (C). 

B. Renewal registration: A registrant shall file an application for
renewal registration in a format prescribed by the Board no
later than 5:00 p.m. on the last business day of the month. A
renewal registration is deemed filed on the date and time
received in the Board office. The Board shall record the date
and time either by electronic date stamp in Arizona time or on
physical receipt in the board’s office. The Board shall not
accept a postmark as evidence of timely filing. It is the sole
responsibility of the registrant to complete the renewal regis-
tration requirements at the following times:
1. Individual registrant: An individual registrant shall renew

registration at the following times:
a. A registrant born in an even-numbered year shall

renew registration during the month of birth in each
even-numbered year.

b. A registrant born in an odd-numbered year shall
renew registration during the month of birth in each
odd-numbered year.

2. Firm registrant: A firm shall renew registration at the fol-
lowing times:
a. A firm that initially registered with the Board in an

even-numbered year shall renew registration during
the board-approved month of the initial registration
in each even-numbered year.

b. A firm that initially registered with the Board in an
odd-numbered year shall renew registration during
the board-approved month of the initial registration
in each odd-numbered year.

C. Registration fees: The biennial registration fee is: 
1. $300 and, if applicable, a late fee of $50 for each certified

public accountant and, each public accountant. For a cer-
tified public accountant or public accountant, the registra-
tion fee shall be prorated by month for an initial
registration period of less than two years.

2. $300 and, if applicable, a late fee of $50 for a firm. Under
A.R.S. § 32-729, the Board shall not charge a fee for the
registration of additional offices of the same firm or for
the registration of a sole practitioner. 

D. If a registrant’s certificate is suspended for nonregistration
under A.R.S. § 32-741.01 and remains in a suspended status
for more than six months, the registrant must return their cer-
tificate to the Board. 

Historical Note
Former Rule 7E; Amended effective December 1, 1976 

(Supp. 76-5). Amended effective February 22, 1978 
(Supp. 78-1). Amended effective July 17, 1978 (Supp. 

78-4). Amended effective November 5, 1980 (Supp. 80-
6). Former Section R4-1-54 renumbered and amended as 

Section R4-1-345 effective July 1, 1983 (Supp. 83-4). 
Amended effective March 26, 1987 (Supp. 87-1). 

Amended effective July 1, 1991; filed May 2, 1991 
(Supp. 91-2). Amended effective November 20, 1998 

(Supp. 98-4). Amended by final rulemaking at 5 A.A.R. 
4575, effective January 1, 2000 (Supp. 99-4). Amended 
by final rulemaking at 6 A.A.R. 4815, effective January 

1, 2001 (Supp. 00-4). Amended by final rulemaking at 20 
A.A.R. 520, effective February 4, 2014 (Supp. 14-1).

R4-1-346. Notice of Change of Address
A. Within 30 days of any business, mailing, or residential change

of address, a registrant shall notify the Board of the new
address by filling out the change of address form prescribed by
the Board. 

B. Within 30 days of the opening of any new or additional office,
or the closing of any existing office, a registrant shall notify
the Board in a letter signed by the registrant.

Historical Note
Former Rule 7F; Amended effective January 3, 1977 
(Supp. 77-1). Amended effective November 5, 1980 

(Supp. 80-6). Former Section R4-1-55 renumbered and 
amended as Section R4-1-346 effective July 1, 1983 

(Supp. 83-4). Amended effective January 1, 1994; filed in 
the Office of the Secretary of State September 21, 1993 
(Supp. 93-3). Amended effective November 20, 1998 

(Supp. 98-4). Amended by final rulemaking at 13 A.A.R. 
2151, effective August 4, 2007 (Supp. 07-2). Amended 

by final rulemaking at 20 A.A.R. 520, effective February 
4, 2014 (Supp. 14-1).
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ARTICLE 4. REGULATION
R4-1-401. Reserved

R4-1-402. Reserved

R4-1-403. Reserved

R4-1-404. Reserved

R4-1-405. Reserved

R4-1-406. Reserved

R4-1-407. Reserved

R4-1-408. Reserved

R4-1-409. Reserved

R4-1-410. Reserved

R4-1-411. Reserved

R4-1-412. Reserved

R4-1-413. Reserved

R4-1-414. Reserved

R4-1-415. Reserved

R4-1-416. Reserved

R4-1-417. Reserved

R4-1-418. Reserved

R4-1-419. Reserved

R4-1-420. Reserved

R4-1-421. Reserved

R4-1-422. Reserved

R4-1-423. Reserved

R4-1-424. Reserved

R4-1-425. Reserved

R4-1-426. Reserved

R4-1-427. Reserved

R4-1-428. Reserved

R4-1-429. Reserved

R4-1-430. Reserved

R4-1-431. Reserved

R4-1-432. Reserved

R4-1-433. Reserved

R4-1-434. Reserved

R4-1-435. Reserved

R4-1-436. Reserved

R4-1-437. Reserved

R4-1-438. Reserved

R4-1-439. Reserved

R4-1-440. Reserved

R4-1-441. Reserved

R4-1-442. Reserved

R4-1-443. Reserved

R4-1-444. Reserved

R4-1-445. Reserved

R4-1-446. Reserved

R4-1-447. Reserved

R4-1-448. Reserved

R4-1-449. Reserved

R4-1-450. Reserved

R4-1-451. Reserved

R4-1-452. Reserved

R4-1-452. Reserved

R4-1-453. Continuing Professional Education
A. Measurement Standards. The Board shall use the following

standards to measure the hours of credit given for CPE pro-
grams completed by an individual registrant.
1. A class hour shall consist of a minimum of 50 continuous

minutes of instruction and a half class hour shall consist
of a minimum of 25 continuous minutes of instruction.
CPE credit shall be given in half-hour increments for
periods of not less than one class hour. Credit shall not be
allowed for repeat participation in any seminar or course
during the registration period.

2. Courses taken at colleges and universities apply toward
the CPE requirement as follows:
a. Each semester - system credit hour is worth 15 CPE

credit hours,
b. Each quarter - system credit hour is worth 10 CPE

credit hours, and
c. Each noncredit class hour is worth one CPE credit

hour.
3. Each correspondence program hour is worth one CPE

credit hour.
4. Acting as a lecturer or discussion leader in a CPE pro-

gram, including college courses, may be counted as CPE
credit. The Board shall determine the amount of credit on
the basis of actual presentation hours, and shall allow
CPE credit for preparation time that is less than or equal
to the presentation hours. A registrant may only claim as
much preparation time as is actually spent for a presenta-
tion. Total credit earned under this subsection for service
as a lecturer or discussion leader, including preparation
time may not exceed 40 credit hours of the renewal
period’s requirement. Credit is limited to only one pre-
sentation of any seminar or course with no credit for
repeat teaching of that course.

5. Writing and publishing articles or books that contribute to
the accounting profession may be counted for a maxi-
mum of 20 hours of CPE credit during each renewal
period.
a. Credit may be earned for writing accounting mate-

rial not used in conjunction with a seminar if the
material addresses an audience of certified public
accountants, is at least 3,000 words in length, and is
published by a recognized third-party publisher of
accounting material or a sponsor.

b. For each 3,000 words of original material written,
the author may earn two credit hours. Multiple
authors may share credit for material written.

6. A registrant may earn a combined maximum of 40 hours
of CPE credit under subsections (A)(4) and (5) above
during each renewal period.
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7. A registrant may earn a maximum of 20 hours of CPE
during each renewal period by completing introductory
computer - related courses. Computer - related courses
may qualify as consulting services pursuant to subsection
(C).

B. Programs that Qualify. CPE credit may be given for a program
that provides a formal course of learning at a professional level
and contributes directly to the professional competence of par-
ticipants.
1. The Board shall accept a CPE course as qualified if it:

a. Is developed by persons knowledgeable and experi-
enced in the subject matter, 

b. Provides written outlines or full text,
c. Is administered by an instructor or organization

knowledgeable in the program content, and
d. Uses teaching methods consistent with the study

program.
2. The Board shall accept a correspondence program which

includes online or computer based programs if the spon-
sors maintain written records of each student’s participa-
tion and records of the program outline for three years
following the conclusion of the program.

3. An ethics program taught or developed by an employer or
co-worker of a registrant does not qualify for the ethics
requirements of subsection (C)(4).

C. Hour Requirement. As a prerequisite to registration pursuant
to A.R.S. § 32-730(C) or to reactivate from inactive status pur-
suant to A.R.S. § 32-730.01, a registrant shall complete the
CPE requirements during the two-year period immediately
before registration as specified under subsections (C)(1)
through (C)(5). For registration periods of less than two years
CPE may be prorated, with the exception of ethics.
1. A registrant whose last registration period was for two

years shall complete 80 hours of CPE.
2. A registrant shall complete a minimum of 50 percent of

the required hours in the subject areas of accounting,
auditing, taxation, business law, or consulting services
with a minimum of 16 hours in the subject areas of
accounting, auditing, or taxation. 

3. A registrant shall complete a minimum of 16 of the
required hours:
a. In a classroom setting, 
b. Through an interactive live webinar, or
c. By acting as a lecturer or discussion leader in a CPE

program, including college courses. 
4. A registrant shall complete four hours of CPE in the sub-

ject area of ethics. The four hours required by this subsec-
tion shall include a minimum of one hour of each of the
following subjects:
a. Ethics related to the practice of accounting including

the Code of Professional Conduct of the American
Institute of Certified Public Accountants, and

b. Board statutes and administrative rules.
 5. A registrant shall report total CPE hours completed for

the registration period. Hours that exceed the number
required for the current registration period may not be
carried forward to a subsequent registration period. Any
CPE hours completed to vacate a suspension for nonreg-
istration or for noncompliance with CPE requirements
may not be used to meet CPE requirements for the regis-
tration period. 

6. As a prerequisite to reactivate from retired status or rein-
state from cancelled, expired, relinquished or revoked
status, an applicant shall complete up to 160 hours of
CPE during the four-year period immediately before
application to reactivate or reinstate. For periods of less

than four years CPE may be prorated, with the exception
of ethics.
a. An applicant shall complete a minimum of 50 per-

cent of the required hours in the subject areas of
accounting, auditing, taxation, business law, or con-
sulting services with a minimum of 32 hours in the
subject areas of accounting, auditing or taxation. 

b. An applicant shall complete a minimum of 32 hours
of the required hours: 
i. In a classroom setting,
ii. Through an interactive live webinar, or
iii. By acting as a lecturer or discussion leader in a

CPE program, including college courses.
c. An applicant shall complete eight hours of CPE in

the subject area of ethics. The eight hours required
by this subsection shall include a minimum of one
hour of each of the following subjects. The follow-
ing subjects shall be completed during the two-year
period immediately preceding application for reacti-
vation or reinstatement: 
i. Ethics related to the practice of accounting

including the Code of Professional Conduct of
the American Institute of Certified Public
Accountants; and

ii. Board statutes and administrative rules. 
D. Reporting: An applicant for reinstatement, a registrant who is

subject to an audit, or a registrant completing their registration
must report the following details about their completed CPE:
1. Sponsoring organization;
2. Number of CPE credit hours;
3. Title of program or description of content; and
4. Dates attended.

E. In addition to the information required under subsection (D),
an applicant for reinstatement from cancelled, expired, relin-
quished or revoked status, or a registrant subject to a CPE
audit pursuant to subsection (G) shall provide evidence of
completed CPE as required to be maintained by subsection
(F). 

F. CPE Record Retention: A registrant shall maintain for three
years from the date their registration application was dated as
received by the Board and provide the Board upon request the
following documents: course outlines and certificates of com-
pletion that include registrant’s name, course provider or spon-
sor, course title, credit hours, and date of completion.

G. CPE audits: The Board, at its discretion, may conduct audits of
a registrant’s CPE and require that the registrant provide the
CPE records that the registrant is required to maintain under
subsection (F) to verify compliance with CPE requirements.

H. The Board may grant a full or partial exemption from CPE
requirements on demonstration of good cause for a disability
for only one registration period.

Historical Note
Adopted effective December 19, 1979 (Supp. 79-6). 

Amended effective November 5, 1980 (Supp. 80-6). For-
mer Section R4-1-53 renumbered as Section R4-1-453 

and amended in subsections (A) and (B) effective July 1, 
1983 (Supp. 83-4). Former Section R4-1-453 repealed, 
new Section R4-1-453 adopted effective July 15, 1988 

(Supp. 88-3). Correction, Historical Note for Supp. 88-3 
should read “Former Section R4-1-453 repealed, new 

Section R4-1-453 adopted effective January 1, 1990, filed 
July 15, 1988” (Supp. 89-1). Section repealed, new Sec-
tion adopted effective December 6, 1995 (Supp. 95-4). 
Amended effective November 20, 1998 (Supp. 98-4). 

Amended by final rulemaking at 10 A.A.R. 1886, effec-
tive January 1, 2005 (Supp. 04-2). Amended by final 
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rulemaking at 14 A.A.R. 2927, effective January 1, 2009 
(Supp. 08-3). Amended by final rulemaking at 20 A.A.R. 

520, effective February 4, 2014 (Supp. 14-1).

R4-1-454. Peer Review
A. Each firm, as defined in A.R.S. § 32-701(14), that performs

attest services or full disclosure compilation services shall
have a peer review performed and reported on within the three
years immediately preceding the firm’s registration date.
1. A firm shall submit to the Peer Review Oversight Advi-

sory Committee (PROAC) a peer review report and any
additional, related documentation requested by the
PROAC. The PROAC shall not require the submission of
working papers related to the peer review process.

2. The Board may grant, upon a written request and demon-
stration of good cause, excluding financial hardship pur-
suant to A.R.S.§ 32-701(15)(e), an extension of time for
completing the peer review or submitting the peer review
report to the Board.

B. If the only services performed by a firm involving financial
statements are nondisclosure compilation services, the Board
shall request, on a random basis, as a condition for initial or
renewal registration, that the firm provide a peer review report
and any additional, related documentation, completed within
the three years immediately preceding the firm’s registration
date.
1. If a firm did not complete a peer review within the three

years immediately preceding the firm’s registration date,
PROAC shall request that the firm provide reports and
financial statements from two separate nondisclosure
compilation engagements, performed within the two
years immediately preceding the firm’s registration date,
for an Educational Enhancement Review by PROAC;

2. If the results of the Educational Enhancement Review
indicate deficient work by a firm, the Board may do any
of the following:
a. Educate the firm by informing it of or referencing it

to the current and appropriate reporting require-
ments;

b. Educate the firm by informing it how to enhance its
reporting and financial presentation; or

c. Require the firm to undergo peer review before its
next renewal registration.

3. If the results of the Educational Enhancement Review do
not indicate deficient work, the PROAC shall recommend
to the Board that it accepts the firm’s Educational
Enhancement Review and that the firm be notified of its
compliance with this Section.

C. Only a peer reviewer or a review team approved by the Board
or its authorized agent may conduct a peer review. In approv-
ing a peer reviewer or a review team, the Board or its autho-
rized agent shall ensure that each peer reviewer or member of
a review team holds a certificate or license in good standing to
practice public accounting, and is not affiliated with the firm
under review.

D. A firm may obtain a peer review and the corresponding report
from a national organization approved by the Board or its
authorized agent. In approving a national organization, the
Board shall determine whether the organization performs peer
reviews that comply with this Section.

E. The PROAC shall review the peer review report submitted by
a firm to determine whether the firm is complying with the
standards in subsection (K). If the results of peer review indi-
cate that a firm is complying with the standards in subsection
(K), the PROAC shall recommend to the Board that it accept
the firm’s peer review and that the firm be notified of its com-
pliance with this Section.

F. If the results of peer review indicate that a firm is not comply-
ing with the standards in subsection (K): 
1. The Board shall direct the PROAC to obtain relevant

reports, and perform any follow-up action required as a
consequence of the identified deficiencies. The PROAC
shall retain all documents obtained until the firm com-
pletes and the Board accepts the firm’s next peer review.

2. If additional information is needed to determine whether
a firm is correcting identified deficiencies, the Board
shall make a written request that the firm provide the
needed information. If the PROAC determines that the
firm has not corrected the identified deficiencies, it shall
refer the matter to the Board.

3. Based upon review of the PROAC’s recommendation, the
Board may take disciplinary action as defined in A.R.S. §
32-701(10).

G. Information discovered solely as a result of a peer review is
not grounds for suspension or revocation of a certificate.

H. Failure of a firm to complete a peer review under this Section
constitutes grounds for revocation or suspension of a firm’s
registration, after notice and opportunity for a hearing, unless
the Board determines that there is good cause for the failure. 

I. Exemptions: A firm is exempt from the requirements of this
Section if the firm submits to the Board a written statement
that it meets at least one of the following grounds for exemp-
tion:
1. The firm has not previously practiced public accounting

in this state, any other state, or a foreign country and the
firm shall have a peer review issued by a qualified peer
reviewer and dated within 18 months of initial registra-
tion.

2. The firm submits to the Board an affidavit, on a form pre-
scribed by the Board, that states that all of the following
apply:
a. Within the previous three years, the firm did not

undertake any engagement that resulted in the firm
issuing a attest services, full-disclosure, or non-dis-
closure compilation;

b. The firm agrees to notify the Board within 90 days
after accepting an attest services, or full-disclosure
compilation services engagement and shall have a
peer review issued by a qualified peer reviewer and
dated within 18 months from the year-end of the
engagement accepted; and

c. The firm agrees to notify the Board within 90 days
after accepting a nondisclosure compilation engage-
ment.

J. Firms that reorganize a current firm, rename a firm, or create a
new firm, within which at least one of the prior CPA owners
remains an owner or employee, shall remain subject to the pro-
visions of this Section. 

K. Each firm, review team, and member of a review team shall
comply with the Standards for Performing and Reporting on
Peer Reviews, published June 1, 2013 in the AICPA Profes-
sional Standards by the American Institute of Certified Public
Accountants, 1211 Avenue of the Americas, New York, New
York 10036-8775 (www.aicpa.org), which is incorporated by
reference. This incorporation by reference does not include
any later amendments or editions. The incorporated material is
available for inspection and copying at the Board’s office.

L. Peer review record retention. A firm shall maintain for five
years, and provide the Board upon request, the following doc-
uments for the peer reviews required by this Section: peer
review report, final acceptance letter, letter of comment, cor-
rective action, and letter of response.
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Historical Note
Adopted effective July 1, 1983 (Supp. 83-4). Repealed 

effective November 20, 1998 (Supp. 98-4). New Section 
made by final rulemaking at 10 A.A.R. 4352, effective 
December 4, 2004. Amended by final rulemaking at 12 
A.A.R. 2823, effective September 9, 2006 (Supp. 06-3). 

Amended by final rulemaking at 20 A.A.R. 520, effective 
February 4, 2014 (Supp. 14-1).

R4-1-455. Professional Conduct: Independence, Integrity,
and Objectivity
A. Independence: A certified public accountant, public accoun-

tant, or firm of which the certified public accountant or public
accountant is a partner or shareholder shall not express an
opinion on a financial statement of an enterprise unless the
certified public accountant or public accountant and the firm
are independent with respect to the enterprise. Independence is
considered to be impaired if, for example:
1. During the period of professional engagement or at the

time of expressing an opinion, the certified public
accountant or public accountant or the firm:
a. Had or was committed to acquire any direct or mate-

rial indirect financial interest in the enterprise;
b. Had any joint closely held business investment with

the enterprise or any officer, director, or principal
stockholder of the enterprise that was material in
relation to the certified public accountant, public
accountant, or the firm’s net worth; or

c. Had any loan to or from the enterprise or any officer,
director, or principal stockholder of the enterprise.
This latter proscription does not apply to the follow-
ing loans from a financial institution if the loans are
made under normal lending procedures, terms, and
requirements:
i. Loans obtained by a certified public accountant

or public accountant or the firm that are not
material in relation to the net worth of the bor-
rower;

ii. Home mortgages; and
iii. Other secured loans, except loans that would be

unsecured if not guaranteed by a certified pub-
lic accountant’s or public accountant’s firm.

2. During the period covered by the financial statement,
during the period of the professional engagement, or
when expressing an opinion, the certified public accoun-
tant, public accountant or firm:
a. Was connected with the enterprise as a promoter,

underwriter, or voting trustee, director, or officer, or
in any capacity equivalent to that of a member of
management or of an employee; or

b. Was a trustee of any trust or executor or administra-
tor of any estate if the trust or estate had or was com-
mitted to acquire any direct or material indirect
financial interest in the enterprise; or was a trustee
for any pension or profit-sharing trust of the enter-
prise.

3. The above examples are not intended to be all-inclusive.
B. Integrity and objectivity: A certified public accountant, public

accountant, or firm shall not knowingly or recklessly misrep-
resent facts when engaged in the practice of public accounting,
including rendering tax and management advisory services. In
tax practices, a certified public accountant or public accoun-
tant may resolve doubt in favor of a client as long as there is
reasonable support for the position.
1. Contingent fees: A contingent fee is a fee established for

the performance of any service under an arrangement in
which no fee will be charged unless a specified finding or

result is attained, or in which the amount of the fee is
dependent upon the finding or result of the service. For
purposes of this Section, fees are not regarded as contin-
gent if fixed by courts or other public authorities, or in tax
matters, if determined based on the results of judicial pro-
ceedings or the findings of governmental agencies. 
a. A certified public accountant, public accountant, or

firm engaged in the practice of public accounting
shall not for a contingent fee for any client:
i. Perform an audit or review of a financial state-

ment;
ii. Prepare a compilation of a financial statement

when the certified public accountant, public
accountant, or firm expects, or reasonably
should expect, that a third party will use the
financial statement and the certified public
accountant’s, public accountant’s, or firm’s
compilation report does not disclose a lack of
independence;

iii. Perform an examination of prospective finan-
cial information; or

iv. Prepare an original or amended tax return or a
claim for a tax refund.

b. The prohibitions in subsection (B)(1)(a) apply
during the period in which the certified public
accountant, public accountant, or firm is engaged to
perform any of the services listed in subsection
(B)(1)(a) and the period covered by any historical
financial statements involved in the listed services.

2. Commissions and referral fees:
a. A commission is a fee calculated as a percentage of

the total sale or service.
b. A referral fee is a fee paid in exchange for producing

a purchase of goods or services.
c. Prohibited commissions: A certified public accoun-

tant, public accountant, or firm engaged in the prac-
tice of public accounting shall not for a commission
recommend or refer to a client any product or ser-
vice, recommend or refer any product or service to
be supplied by a client, or receive a commission
when the certified public accountant, public accoun-
tant, or firm also performs any of the following for
that client:
i. An audit or review of a financial statement;
ii. A compilation of a financial statement when

the certified public accountant, public accoun-
tant, or firm expects, or reasonably should
expect, that a third party will use the financial
statement and the certified public accountant,
public accountant, or firm’s compilation report
does not disclose a lack of independence; or

iii. An examination of prospective financial infor-
mation.

d. The prohibitions in subsection (B)(2)(c) apply
during the period in which the certified public
accountant, public accountant, or firm is engaged to
perform any of the services listed in subsection
(B)(2)(c) and the period covered by any historical
financial statements involved in the listed services.

e. Disclosure of permitted commissions: A certified
public accountant, public accountant, or firm
engaged in the practice of public accounting that is
not prohibited by this Section from performing ser-
vices or receiving a commission and is paid or
expects to be paid a commission shall make a writ-
ten disclosure in advance of accepting the engage-
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ment. The certified public accountant, public
accountant, or firm shall ensure that the written dis-
closure is made to any person or entity to which the
certified public accountant, public accountant, or
firm recommends or refers a product or service to
which the commission relates and shall include the
dollar amount or percentage to be received.

f. Disclosure of referral fees: A certified public
accountant, public accountant, or firm that accepts a
referral fee for recommending or referring a product
or service to any person or entity or that pays a refer-
ral fee to obtain a client shall disclose to the client,
in writing, the acceptance or payment of the referral
fee and its amount.

3. Incompatible occupations: A certified public accountant
or public accountant who is engaged in the practice of
public accounting shall not concurrently engage in any
business or occupation that impairs the objectivity of the
certified public accountant or public accountant in ren-
dering professional services.

Historical Note
Former Rule 9; Amended effective January 15, 1976 

(Supp. 76-1). Amended effective January 3, 1977 (Supp. 
77-1). Amended effective February 22, 1978 (Supp. 78-
1). Amended effective November 5, 1980 (Supp. 80-6). 
Former Section R4-1-56 renumbered as Section R4-1-
455 and amended in subsections (B) and (D) effective 
July 1, 1983 (Supp. 83-4). Section R4-1-455 amended 
and divided into R4-1-455 and R4-1-455.01 thru R4-1-
455.04 effective April 22, 1992 (Supp. 92-2). Amended 

effective December 6, 1995 (Supp. 95-4). Amended 
effective November 20, 1998 (Supp. 98-4). Amended by 
final rulemaking at 20 A.A.R. 520, effective February 4, 

2014 (Supp. 14-1).

R4-1-455.01. Professional Conduct: Competence and Techni-
cal Standards
A. Competence: A registrant shall not undertake an engagement

to perform professional services that the registrant cannot rea-
sonably expect to complete with due professional competence,
including compliance, where applicable, with subsections (B)
and (C).

B. Auditing standards: A registrant shall not permit the regis-
trant’s name to be associated with a financial statement in a
manner that implies that the registrant is acting with indepen-
dence with respect to the financial statement unless the regis-
trant has complied with applicable generally accepted auditing
standards.

C. Accounting principles: A registrant shall not express an opin-
ion that a financial statement is presented in conformity with
generally accepted accounting principles if the financial state-
ment contains any departure from an accounting principle that
has a material effect on the financial statement taken as a
whole, unless the registrant can demonstrate that by reason of
unusual circumstances that the financial statement would oth-
erwise be misleading. In this case, the registrant’s report shall
describe the departure from an accounting principle, the
approximate effects of the departure, if practicable, and the
reasons why compliance with the principle would result in a
misleading statement. 

D. Accounting and review standards: A certified public accoun-
tant, public accountant, or firm shall not permit the certified
public accountant, public account, or firm’s name to be associ-
ated with an unaudited financial statement or other unaudited
financial information of a non-public entity in a manner that
implies the certified public accountant, public accountant, or

firm is acting as an independent accountant unless the certified
public accountant, public accountant, or firm has complied
with all applicable standards for accounting and review ser-
vices.

E. Forecasts and projections: A certified public accountant, pub-
lic accountant, or firm shall not permit the certified public
accountant’s, public accountant’s, or firm’s name to be used in
conjunction with any forecast of future transactions in a man-
ner that may lead to the belief that the certified public accoun-
tant, public accountant, or firm vouches for the achievability
of the forecast or projection.

F. In expressing an opinion on representations in a financial
statement that the certified public accountant, public accoun-
tant, or firm has examined, a certified public accountant, pub-
lic accountant, or firm violates A.R.S. § 32-741(A)(4) if the
certified public accountant, public accountant, or firm:
1. Fails to disclose a known material fact that makes the

financial statement misleading;
2. Fails to report a known material misstatement that

appears in the financial statement;
3. Is materially negligent in the conduct of the examination

or in making a report on the examination;
4. Fails to acquire sufficient information to warrant expres-

sion of an opinion, or the exceptions are sufficiently
material to negate the expression of an opinion; or

5. Fails to direct attention to any material departure from a
generally accepted accounting principle or disclose any
material omission of a generally accepted auditing proce-
dure applicable under the circumstances. 

6. The provisions of subsection (F) are not intended to be
all-inclusive or to limit the application of A.R.S. § 32-
741(A)(4).

G. Tax practice standards: A certified public accountant, public
accountant, or firm shall exercise due diligence in the conduct
of tax practices. The Board shall view the current standards in
the American Institute of Certified Public Accountants State-
ments on Responsibilities in Tax Practice to presumptively
represent due diligence.

H. Standards: The application of standards such as “generally
accepted accounting principles,” “generally accepted auditing
standards,” and “applicable standards for accounting and
review services” by a certified public accountant, public
accountant, or firm is to be made to the specific engagement or
problem at hand by the exercise of professional judgment in
the context of the literature of the accounting profession. The
Board considers official statements of the Financial Account-
ing Standards Board, the American Institute of Certified Pub-
lic Accountants, and other specialized bodies dealing with
accounting and auditing matters to be persuasive sources for
interpretation of the standards. Persons who take positions that
depart from the official statements shall be prepared to justify
them.

Historical Note
Section R4-1-455.01 renumbered from R4-1-455(B) and 
amended effective April 22, 1992 (Supp. 92-2). Amended 
effective November 20, 1998 (Supp. 98-4). Amended by 
final rulemaking at 20 A.A.R. 520, effective February 4, 

2014 (Supp. 14-1).

R4-1-455.02. Professional Conduct: Confidentiality; Records
Disposition
A. Confidential client information: A certified public accountant,

public accountant, or firm shall not disclose confidential infor-
mation obtained in the course of a professional engagement
except with the consent of the client. This requirement shall
not be construed to:
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1. Relieve a certified public accountant, public accountant,
or firm of the obligations under R4-1-455.01(B) and (C);

2. Affect the certified public accountant’s, public accoun-
tant’s, or firm’s compliance with a validly issued sub-
poena or summons enforceable by order of a court;

3. Prohibit review of a certified public accountant’s, public
accountant’s, or firm’s professional practices as a part of
a peer or quality review conducted under Board decision
or authority; or

4. Preclude a certified public accountant, public accountant,
or firm from responding to an inquiry made by the Board
under state statutes.

B. Records disposition responsibility: A certified public accoun-
tant, public accountant, or firm shall furnish to a client, or for-
mer client, upon request, within a reasonable time after
original issuance:
1. A copy of any tax returns prepared for the client;
2. A copy of any reports, or other documents, that were pre-

viously issued to the client; and 
3. Any accounting or other records belonging to the client

that the certified public accountant, public accountant, or
firm may have removed from the client’s premises, or
received for the client’s account. The certified public
accountant, public accountant, or firm may make a copy
of the documents if the documents form the basis for
work done by the certified public accountant, public
accountant, or firm.

Historical Note
Section R4-1-455.02 renumbered from R4-1-455(C) and 
amended effective April 22, 1992 (Supp. 92-2). Amended 
effective November 20, 1998 (Supp. 98-4). Amended by 
final rulemaking at 20 A.A.R. 520, effective February 4, 

2014 (Supp. 14-1).

R4-1-455.03. Professional Conduct: Other Responsibilities
and Practices
A. Discreditable acts: A certified public accountant, public

accountant, or firm shall not commit an act that reflects
adversely on the certified public accountant’s, public accoun-
tant’s, or firm’s fitness to engage in the practice of public
accounting, including:
1. Violating a provision of R4-1-455, R4-1-455.01, R4-1-

455.02, R4-1-455.03 or R4-1-455.04;
2. Violating a fiduciary duty or trust relationship with

respect to any person; or
3. Violating a provision of A.R.S. Title 32, Chapter 6, Arti-

cle 3, or this Chapter. 
B. Advertising practices: A certified public accountant, public

accountant, or firm has violated A.R.S. § 32-741(A)(4) and
engaged in dishonest or fraudulent conduct in the practice of
public accounting in connection with the communication or
advertising of public accounting services through any media,
if the certified public accountant, public accountant, or firm
willfully engages in any of the following:
1. Employs a device, scheme, or artifice to defraud;
2. Makes an untrue statement of material fact or fails to state

a material fact necessary to make the statement not mis-
leading;

3. Engages in any advertising that would operate as a fraud
or deceit;

4. Violates A.R.S. § 44-1522 and a court finds the violation
willful; 

5. Engages in fraudulent or misleading practices in the
advertising o public accounting services that leads to a
conviction pursuant to A.R.S. § 44-1481; or

6. Engages in fraudulent practices in the advertising of pub-
lic accounting services that leads to a conviction for a
violation or any other state or federal law. 

C. Solicitation Practices: A certified public accountant, public
accountant, or firm has violated A.R.S. § 32-741(A)(4) and
engaged in dishonest or fraudulent conduct in the practice of
public accounting in connection with the direct or indirect per-
sonal solicitation of public accounting services if the certified
public accountant, public accountant, or firm willfully engages
in any of the following: 
1. Violates a provision of R4-1-455.03(B); or
2. Engages in direct or indirect personal solicitation through

the use of coercion, duress, undue influence, compulsion,
or intimidation practices.

D. Form of practice and name: A certified public accountant or
public accountant shall not use a professional or firm name or
designation that is misleading about the legal form of the firm,
or about the persons who are partners, officers, members, man-
agers, or shareholders of the firm, or about any other matter. A
firm name or designation shall not include words such as “&
Company,” “& Associates” or “& Consultants” unless the
terms refer to additional full-time CPAs that are not otherwise
mentioned in the firm name.

E. Acting through others: A certified public accountant or public
accountant shall not knowingly permit others to carry out on
behalf of the certified public accountant or public accountant,
either with or without compensation, acts which, if carried out
by the certified public accountant or public accountant, would
violate a provision of R4-1-455, R4-1-455.01, R4-1-455.02,
R4-1-455.03 or R4-1-455.04.

F. Communications: When requested, a certified public accoun-
tant or public accountant shall respond to communications
from the Board within 30 days after the communication is
mailed by registered or certified mail.

Historical Note
Section R4-1-455.03 renumbered from R4-1-455(D) and 
amended effective April 22, 1992 (Supp. 92-2). Amended 
effective November 20, 1998 (Supp. 98-4). Amended by 
final rulemaking at 12 A.A.R. 2823, effective September 
9, 2006 (Supp. 06-3). Amended by final rulemaking at 20 

A.A.R. 520, effective February 4, 2014 (Supp. 14-1). 
Amended by final rulemaking at 23 A.A.R. 1807, effec-

tive June 15, 2017 (Supp. 17-2).

R4-1-455.04. Professional Conduct: Interpretations
The Board shall find interpretations of the Code of Professional
Conduct adopted by the American Institute of Certified Public
Accountants persuasive but not conclusive in the Board’s interpre-
tations of R4-1-455, R4-1-455.01, R4-1-455.02, or R4-1-455.03.

Historical Note
Section R4-1-455.04 renumbered from R4-1-455(E) and 
amended effective April 22, 1992 (Supp. 92-2). Section 

number corrected (Supp. 97-3). Amended effective 
November 20, 1998 (Supp. 98-4). Amended by final 

rulemaking at 20 A.A.R. 520, effective February 4, 2014 
(Supp. 14-1).

R4-1-456. Reporting Practice Suspensions and Violations
A. A registrant, individual, or firm shall report to the Board:

1. Any suspension or revocation of the right to practice
accounting before the federal Securities and Exchange
Commission, the Internal Revenue Service, or any other
state or federal agency; 

2. Any final judgment in a civil action or administrative pro-
ceeding in which the court or public agency makes find-
ings of violations, by the registrant, of any fraud
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provisions of the laws of this state or of federal securities
laws; 

3. Any final judgment in a civil action in which the court
makes findings of accounting violations, dishonesty,
fraud, misrepresentation, or breach of fiduciary duty by
the registrant;

4. Any final judgment in a civil action involving negligence
in the practice of public accounting by the registrant; and

5. All convictions of the registrant of any felony, or any
crime involving accounting or tax violations, dishonesty,
fraud, misrepresentation, embezzlement, theft, forgery,
perjury, or breach of fiduciary duty.

B. A registrant, individual, or firm required to report under sub-
section (A) shall make the report in the form of a written letter
and ensure that the report is received by the Board within 30
days after the entry of any judgment or suspension or revoca-
tion of the registrant’s right to practice before any agency. The
registrant, individual, or firm shall ensure that the letter con-
tains the following information:
1. Description of the registrant’s activities that resulted in a

suspension or revocation;
2. Final judgment or conviction; 
3. Name of the state or federal agency that restricted the reg-

istrant’s right to practice;
4. Effective date and length of any practice restriction;

5. Case file number of any court action, civil or criminal; 
6. Name and location of the court rendering the final judg-

ment or conviction; and 
7. Entry date of the final judgment or conviction.

Historical Note
Adopted effective November 5, 1980 (Supp. 80-6). For-
mer Section R4-1-57 renumbered as Section R4-1-456 

without change effective July 1, 1983 (Supp. 83-4). 
Amended effective February 23, 1993 (Supp. 93-1). 

Amended by final rulemaking at 20 A.A.R. 520, effective 
February 4, 2014 (Supp. 14-1).

Appendix A. Repealed

Historical Note
Adopted effective February 22, 1978 (Supp. 78-1). 

Amended effective December 19, 1979 (Supp. 79-6). 
Editorial correction, Footnote**, Rules reference cor-
rected (Supp. 83-4). Repealed effective May 31, 1991 

(Supp. 91-2).

Appendix B. Repealed

Historical Note
Adopted effective February 22, 1978 (Supp. 78-1). 

Repealed effective April 22, 1992 (Supp. 92-2).



32-703. Powers and duties; rules; executive director; advisory committees and individuals 

A. The primary duty of the board is to protect the public from unlawful, incompetent, unqualified or 
unprofessional certified public accountants or public accountants through certification, regulation and 
rehabilitation. 

B. The board may: 

1. Investigate complaints filed with the board or on its own motion to determine whether a certified 
public accountant or public accountant has engaged in conduct in violation of this chapter or rules 
adopted pursuant to this chapter. 

2. Establish and maintain high standards of competence, independence and integrity in the practice 
of accounting by a certified public accountant or by a public accountant as required by generally 
accepted auditing standards and generally accepted accounting principles and, in the case of 
publicly held corporations or enterprises offering securities for sale, in accordance with state or 
federal securities agency accounting requirements. 

3. Establish reporting requirements that require registrants to report: 

(a) The imposition of any discipline on the right to practice before the federal securities and 
exchange commission, the internal revenue service, any state board of accountancy, other 
government agencies or the public company accounting oversight board. 

(b) Any criminal conviction, any civil judgment involving negligence in the practice of accounting by a 
certified public accountant or by a public accountant and any judgment or order as described in 
section 32-741, subsection A, paragraphs 7 and 8. 

4. Establish basic requirements for continuing professional education of certified public accountants 
and public accountants, except that the requirements shall not exceed eighty hours in any 
registration renewal period. 

5. Adopt procedures concerning disciplinary actions, administrative hearings and consent decisions. 

6. Issue to qualified applicants certificates executed for and on behalf of the board by the signatures 
of the president and secretary of the board. 

7. Adopt procedures and rules to administer this chapter. 

8. Require peer review pursuant to rules adopted by the board on a general and random basis of the 
professional work of a registrant engaged in the practice of accounting. 

9. Subject to title 41, chapter 4, article 4, employ an executive director and other personnel that it 
considers necessary to administer and enforce this chapter. 

10. Appoint accounting and auditing, tax, peer review, law, certification, continuing professional 
education or other committees or individuals as it considers necessary to advise or assist the board 
in administering and enforcing this chapter.  These committees and individuals serve at the pleasure 
of the board. 



11. Take all action that is necessary and proper to effectuate the purposes of this chapter. 

12. Sue and be sued in its official name as an agency of this state. 

13. Adopt and amend rules concerning the definition of terms, the orderly conduct of the board's 
affairs and the effective administration of this chapter. 

C. The board or an authorized agent of the board may: 

1. Issue subpoenas to compel the attendance of witnesses or the production of documents.  If a 
subpoena is disobeyed, the board may invoke the aid of any court in requiring the attendance and 
testimony of witnesses and the production of documents. 

2. Administer oaths and take testimony. 

3. Cooperate with the appropriate authorities in other jurisdictions in investigation and enforcement 
concerning violations of this chapter and comparable statutes of other jurisdictions. 

4. Receive evidence concerning all matters within the scope of this chapter. 
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GOVERNOR’S REGULATORY REVIEW COUNCIL 
M E M O R A N D U M 
 
 

 
MEETING DATE: November 7, 2017     AGENDA ITEM: E-7 
 
TO:  Members of the Governor’s Regulatory Review Council (Council)  
  
FROM:    Council Staff 
    
DATE:       October 24, 2017 
 
SUBJECT:  DEPARTMENT OF REVENUE (R-17-1106) 
  Title 15, Chapter 10, Article 3, Authorized Transmission of Funds; Article 5, 

Electronic Filing Program 
 
  Amend: R15-10-302; R15-10-303; R15-10-505 
_____________________________________________________________________________ 
 
SUMMARY OF THE RULEMAKING    
 
 The Arizona Department of Revenue (Department) is engaging in a rulemaking 
amending three rules in A.A.C. Title 15, Chapter 10, Articles 3 and 5 to reflect the current 
statutory framework related to the payment of taxes and filing of tax returns by electronic means.  
 
 In May 2017, the Council approved a rulemaking from the Department that amended 
Article 3 requirements for taxpayers owing certain types of taxes over a specific threshold 
amount to make payments by electronic means. A.R.S. § 42-1129 was amended by Laws 2017, 
Chapter 60, § 6 (HB 2280) to reduce the thresholds over which the Department may require 
taxpayers to make tax payments electronically. This rulemaking expands the tax types required 
to remit tax payments electronically and reduces, over a period of four years, the threshold 
requirements over which taxpayers are required to make electronic tax payments. 
 
 In January 2016, the Department used the exempt rulemaking process to establish R15-
10-505, titled “Electronic Signatures for Transaction Privilege and Use Tax.” In June 2016, the 
Department amended the rule via an exempt rulemaking. A.R.S. § 42-5014 was amended by 
Laws 2017, Chapter 60, § 15 (HB 2280), to require taxpayers owing taxes over certain thresholds 
to file their tax returns through electronic means. The statute reduces, over a period of four years, 
the threshold requirements over which taxpayers are required to file tax returns electronically. 
R15-10-505 is being amended to reflect the updated statutory provisions. 
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 Proposed Action 
  

· R15-10-302 - General Requirements: Subsection (F), providing the thresholds under 
which taxpayers will be required to remit tax payments to the Department electronically, 
is added. 

· R15-10-303 - Voluntary Participation: Subsection (E), providing that any taxpayer, other 
than an individual income taxpayer, that does not meet the requirements under A.R.S. § 
42-1129 and R15-10-302(F) to electronically remit tax payments to the Department, may 
elect to participate in the Electronic Funds Transfer (EFT) Program by submitting an EFT 
authorization agreement that complies with R15-10-304, is added. 

· R15-10-505 - Electronic Signatures for Transaction Privilege and Use Tax: Subsection 
(G), providing the thresholds under which taxpayers will be required to file required 
returns using an electronic filing program, is added. Subsection (H), providing that any 
taxpayer who is required to file a return electronically and fails to do so after notice and 
demand by the Department shall, unless reasonable cause exists, be subject to the 
penalty imposed under A.R.S. § 42-1125(X) and (Y), is added. 

 
1. Are the rules legal, consistent with legislative intent, and within the agency’s 

statutory authority? 
 
 Yes. The rules are legal, consistent with legislative intent, and within the Department’s 
statutory authority. As general authority, the Department cites to A.R.S. § 42-1005(A)(1), under 
which it is required to make rules that are necessary and proper for the administration of the 
Department. As specific authority, the Department cites to A.R.S. § 42-1129(A), under which: 
 

The [D]epartment may require by rule, consistent with the state treasurer's cash 
management policies, that any tax administered pursuant to this article [A.R.S. Title 
42, Chapter 1, Article 3, General Administrative Provisions] except individual 
income tax, be paid on or before the payment date prescribed by law in monies that 
are immediately available to the state on the date of the transfer as provided by 
subsection B of this section by any taxpayer that owes: 
1. Twenty thousand dollars or more for any taxable year ending before January 1, 
2019. 
2. Ten thousand dollars or more for any taxable year beginning from and after 
December 31, 2018 through December 31, 2019. 
3. Five thousand dollars or more for any taxable year beginning from and after 
December 31, 2019 through December 31, 2020. 
4. Five hundred dollars or more for any taxable year beginning from and after 
December 31, 2020. 

 
2. Do the rules establish a new fee or contain a fee increase? 
 
 No. The rules do not establish a new fee or contain a fee increase. 
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3. Summary of the agency’s economic impact analysis: 
 
 The Department is adopting rules that will align with statutory mandates to start requiring 
electronic filing for most taxpayers aside from individual income taxpayers. The schedule will be 
graduated based on tax liability from the preceding year to provide additional compliance time 
for small businesses. The electronic filing mandate will impact each tax group as follows: 

 
· 2018: Total tax liability exceeding $20,000 (10,472 paper filers) 
· 2019: Total tax liability exceeding $10,000 (15,162 paper filers) 
· 2020: Total tax liability exceeding $5,000 (20,392 paper filers) 
· 2021: Total tax liability exceeding $500 (40,402 paper filers) 

 
4. Has the agency analyzed the costs and benefits of the rulemaking and determined 

that the rules impose the least burden and costs to those who are regulated? 
 
 The Department concludes that this rulemaking is required by state statute. No 
alternatives are available. Even so, the long-term aggregate benefits outweigh any individual 
short-term costs. 
 
5. What are the economic impacts on stakeholders? 
 
 Key stakeholders are the Department, political subdivisions, and taxpayers other than 
individual income taxpayers. The Department will benefit from this rulemaking because it will 
eventually mandate electronic filing for most taxpayers other than individual income taxpayers. 
Electronic processes reduce the Department’s required inputs and allow the Department to be 
more responsive to stakeholders. Political subdivisions that impose a transaction privilege or 
excise tax will benefit from this rulemaking because they will receive remittances from the 
Department faster. 
 
 These rules will eventually require most businesses to file taxes electronically. This 
mandate is required by statute, not the rules. In the short-term, the change from paper tax filing 
to electronic tax filing may impose some costs associated with the transition. Once most 
businesses in Arizona are electronic filers, they will benefit from the faster and more responsive 
electronic filing. 
 
 Small businesses will be impacted in the same manner as all businesses listed above, but 
the Department has instituted a graduated schedule that will delay the electronic filing mandate 
for small businesses. Additionally, the statute includes situations where some small businesses 
can request exemptions for the electronic filing mandate for situations where electronic filing is 
not a feasible option, including: 
 

· The taxpayer has no computer. 
· The taxpayer has no internet access. 
· Any other circumstance considered to be worthy by the Director of the 

Department. 
· The Internal Revenue Service or Department require a paper filing. 
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6. Does the agency adequately address the comments on the proposed rules and any  
supplemental proposals? 

  
 The Department did not receive any comments regarding this rulemaking. 
 
7. Are the final rules a substantial change, considered as a whole, from the proposed 

rules and any supplemental proposals? 
  
 No. The final rules are not a substantial change from the proposed rules and any 
supplemental proposals. Technical and clarifying changes have been made at the request of 
Council staff. 
 
8. Are the rules more stringent than corresponding federal law and, if so, is there 

statutory authority to exceed the requirements of federal law? 
 
 No. The Department indicates that no federal laws directly apply to the rules. 
   
9. Do the rules require a permit or license and, if so, does the agency comply with 

A.R.S. § 41-1037? 
 
 No. The rules do not require a permit or license. 
 
10. Does the preamble disclose a reference to any study relevant to the rules that the 

agency reviewed and either did or did not rely upon? 
 
 No. The Department indicates that it did not review or rely on a study in its evaluation or 
justification for the rules. 
 
11. Conclusion 
 
 The Department requests that the rules become effective on January 1, 2018 to 
correspond with the effective date of statutory changes. Staff recommends approval of the rules. 
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NOTICE OF FINAL RULEMAKING 

TITLE 15. REVENUE 

CHAPTER 10. DEPARTMENT OF REVENUE – GENERAL ADMINISTRATION SECTION 

PREAMBLE 

 
1. Article, Part, or Section Affected (as applicable)   Rulemaking Action 

R15-10-302. General Requirements       Amend 

R15-10-303. Voluntary Participation       Amend 

R15-10-505. Electronic Signatures for Transaction Privilege and Use Tax  Amend 

  

2. Citations to the agency’s statutory rulemaking authority to include the authorizing 

statute (general), the implementing statute (specific): 

Authorizing statute: A.R.S. § 42-1005(A)(1). 

Implementing statute: A.R.S. § 42-1129(A), A.R.S. §42-5014. 

 

3. The effective date of the rule: 

 Pursuant to A.R.S. § 41-1032(A), the Department is requesting an effective date of January 1, 
2018 to comply with the effective date of the statutory changes. 

 

4. Citations to all related notices published in the Register as specified in R1-1-409(A) 

that pertain to the record of the final rulemaking package: 

The Notice of Docket Opening and Notice of Proposed Rulemaking were filed in the 2017 Ari-

zona Administrative Register (“A.A.R.”) as follows: 

Notice of Docket Opening, 23 A.A.R. 2005, July 21, 2017 

Notice of Proposed Rulemaking, 23 A.A.R. 1931, July 21, 2017 

 

5. The agency’s contact person who can answer questions about the rulemaking: 

Name:  Christie Comanita 



 Page 2  

Address: Arizona Department of Revenue, 1600 W. Monroe St., Mail Code 

1300, Phoenix, AZ 85007 

  Telephone: (602) 716-6791 

  Fax:  (602) 716-7996 

  E-mail:  ccomanita@azdor.gov 

  Web site: http://www.azdor.gov 

 

6. An agency’s justification and reason why a rule should be made, amended, repealed, 

or renumbered to include an explanation about the rulemaking: 

The Department’s justifications and reasons for amending the rules addressed by this Notice 

are as follows: 

R15-10-302.  A.R.S. § 42-1129(A) sets out the threshold amounts (previously an annual tax lia-

bility of $20,000) over which the Department may make rules to require the electronic payment 

of taxes.  The Department previously submitted a rulemaking package amending R15-10-301 

et. seq. to adjust, pursuant to A.R.S. § 42-1129, the requirements that taxpayers owing certain 

types of taxes over a specific threshold amount make payments by electronic means.  A.R.S. § 

42-1129 was amended in 2017 by HB 2280, Laws 2017 Chap 60 section 6, to reduce the current 

thresholds over which taxpayers must make tax payments electronically to the Department.  

As a result, the Department is updating the rules to reflect the current statutory requirements 

related to the payment of taxes by electronic means.  The rules will expand the tax types re-

quired to remit tax payments electronically, and reduce, over a period of four years, the 

threshold requirements over which taxpayers would have to make electronic payment of taxes. 

 

R15-10-303.  R15-10-303 is amended to allow taxpayers that do not meet the new tax liability 

threshold amounts under A.R.S. § 42-1129(A) to participate in the electronic payment process. 

 

R15-10-505.  A.R.S. § 42-5014 previously provided that certain taxpayers subject to transac-
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tion privilege, use and associated excise taxes that were conducting business in two or more 

locations were required to file their tax returns through electronic means.  The Department 

previously submitted a rulemaking package amending A.A.C. 15-10-501 et. seq. outlining pro-

cedures for filing returns through electronic means by use of an electronic signature.  A.R.S. § 

42-5014, however, was amended in 2017 by HB 2280, Laws 2017 Chap 60 section 15, to man-

date that these taxpayers owing taxes over certain thresholds are required to file their tax re-

turns through electronic means, regardless of the number of locations out of which they oper-

ated.  The A.R.S. § 42-5014 amendment reduces, over a period of four years, the threshold 

requirements over which taxpayers would have to file their returns electronically.  As a result, 

R15-10-505 is amending the requirements for filing electronically to reflect the current statuto-

ry provisions. 

 

7. A reference to any study relevant to the rule that the agency reviewed and either re-

lied on or not to rely on in its evaluation of or justification for the rule, where the public may 

obtain or review each study, all data underlying each study, and any analysis of each study 

and other supporting material: 

 Not applicable. 

 

8. A showing of good cause why the rulemaking is necessary to promote a statewide in-

terest if the rulemaking will diminish a previous grant of authority of a political subdivision of 

this state: 

 Not applicable. 

 

9. A summary of the economic, small business, and consumer impact: 

 Data used in preparation of the economic, small business, and consumer impact state-

ment includes figures assembled by Department personnel and are based on current electronic 

filers.  The Department projects an increase in the number of electronic filers due to the low-

ering of the liability threshold.  The increase in the number of e-filers will reduce return pro-

cessing times.  The data used also includes figures based on current taxpayers that pay their 
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tax liability electronically.  The Department projects an increase in the number of those tax-

payers as well as the increase in electronic payment amounts as a result of a decrease in the 

thresholds and increase of the types of taxpayers that will be required to pay by electronic 

means.  Benefits will accrue to the state’s general fund, and payment and refund processing 

times will decrease.  Compliance by taxpayers not already required to file electronically 

and/or remit their returns electronically will necessitate a change in payment and/or filing 

methods and may involve changes in processing and accounting systems.  It is expected that 

the benefits of the rules will be greater than the costs.   

 

10. A description of any changes between the proposed rulemaking, to include supple-

mental notices, and the final rulemaking: 

Technical changes were made at the request of Council staff. 

 

11. An agency’s summary of the public or stakeholder comments made about the rule-

making and the agency response to the comments: 

 Oral proceedings were not held for this rulemaking. 

 

12.  All agencies shall list other matters prescribed by statute applicable to a specific 

agency or to any specific rule or class of rules.  Additionally, an agency subject to Council 

review under A.R.S. §41-1052 and A.R.S. §41-1055 shall respond to the following questions:   

a. Whether the rule requires a permit, whether a general permit is used and if not, the 

reasons why a general permit is not used: 

 The rules do not require a permit. 

 b. Whether a federal law is applicable to the subject of the rule, whether the rule is more 

stringent than the federal law and if so, citation to the statutory authority to exceed the re-

quirements of federal law: 

 No federal laws directly apply to the rules. 

c. Whether a person submitted an analysis to the agency that compares the rule’s im-
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pact of the competitiveness of business in this state to the impact on business in other states: 

No such analysis was submitted. 

 

13. A list of any incorporated by reference material as specified in A.R.S. §41-1028 and its 

location in the rules: 

 Not applicable. 

 

14. Whether the rule was previously made, amended or repealed as an emergency rule. If 

so, cite the notice published in the Register as specified in R1-1- 409(A).  Also, the agency 

shall state where the text changed between the emergency and the final rulemaking packag-

es 

 Not applicable. 

 

15. The full text of the rules follows: 
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TITLE 15. REVENUE 

CHAPTER 10. DEPARTMENT OF REVENUE - GENERAL ADMINISTRATION 

ARTICLE 3. AUTHORIZED TRANSMISSION OF FUNDS 

Section 

R15-10-302. General Requirements  

R15-10-303. Voluntary Participation  

ARTICLE 5. ELECTRONIC FILING PROGRAM 

Section 

R15-10-505. Electronic Signatures for Transaction Privilege 

and Use Tax 

 

ARTICLE 3. AUTHORIZED TRANSMISSION OF FUNDS 

R15-10-302. General Requirements 

A. For tax periods beginning on or after January 1, 1997, Corporations which had an Arizona 

income tax liability during the prior tax year of $20,000 or more shall remit Arizona esti-

mated income tax payments by an authorized means of transmission. 

B. For tax periods beginning on or after July 1, 2017, taxpayers who, under A.R.S. Title 43, 

Chapter 4, had an average Arizona quarterly withholding tax liability during the prior tax 

year of $5,000 or more shall remit Arizona withholding tax payments by an authorized 

means of transmission. 

C. The average Arizona quarterly withholding tax liability is determined by dividing the tax-

payer’s total Arizona withholding tax liability for the calendar year by 4. 

D. For tax periods beginning on and after July 1, 2017, any taxpayer who under A.R.S. Title 42 

Chapter 5 and Chapter 6, Articles 1 and 3, had an annual tax liability during the prior calen-

dar year of $20,000 or more shall remit these tax payments by an authorized means of 

transmission. 
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E.  For tax periods after July 1, 2015, tobacco tax taxpayers are required to remit tobacco tax 

payments by an authorized means of transmission. 

F. Unless otherwise waived pursuant to A.R.S. § 42-1129, for tax periods beginning on or after 

the following tax years, any taxpayer, other than an individual income taxpayer, that had an 

tax liability equal to or more than the following amounts during the prior tax year or that 

can reasonably anticipate tax liability in the current tax year exceeding the following 

amounts, shall remit tax payments to the Department by an authorized means of transmis-

sion.  For periods on or after: 

i) January 1, 2018, prior tax year or expected current year tax liability of $20,000; 

ii) January 1, 2019, prior tax year or expected current year tax liability of $10,000; 

iii) January 1, 2020, prior tax year or expected current year tax liability of $5,000; 

iv) January 1, 2021, prior tax year or expected current year tax liability of $500. 

 

R15-10-303. Voluntary Participation 

A. For tax periods beginning on or after January 1, 1997, a taxpayer who, during the prior tax 

year, had a corporate income tax liability of less than $20,000 may elect to participate in the 

EFT Program by submitting to the Department an electronic funds transfer authorization 

agreement that complies with by R15-10-304.  

B. For tax periods beginning on or after July 1, 2017, a taxpayer who, during the prior tax year, 

had an average quarterly withholding tax liability of less than $5,000 may elect to partici-

pate in the EFT Program by submitting to the Department an electronic funds transfer au-

thorization agreement that complies with by R15-10-304.  

C. For tax periods beginning on and after July 1, 2017, any taxpayer who has a liquor tax liabil-

ity may elect to participate in the EFT Program by submitting to the Department an elec-

tronic funds transfer authorization agreement that complies with R15-10-304. 

D. For tax periods beginning on and after July 1, 2017, any taxpayer who under Title 42 Chapter 

5 and Chapter 6, Articles 1 and 3, had an annual tax liability of less than $20,000 during the 

prior calendar year may elect to participate in the EFT Program by submitting to the De-
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partment an electronic funds transfer authorization agreement that complies with 

R15-10-304. 

E. For tax periods beginning on or after January 1, 2018, any taxpayer, other than an individual 

income taxpayer, that does not meet the statutory requirements under A.R.S. § 42-1129 

and A.A.C. R15-10-302(F) to remit tax payments to the Department electronically, may elect 

to participate in the EFT Program by submitting to the Department an electronic funds 

transfer authorization agreement that complies with R15-10-304. 

E.F. A taxpayer authorized to participate in the EFT Program shall provide at least 30 days prior 

written notice to the Department if the taxpayer elects to cease voluntary participation in 

the EFT Program.  

 

ARTICLE 5. ELECTRONIC FILING PROGRAM 

R15-10-505. Electronic Signatures for Transaction Privilege and Use Tax 

A. A taxpayer, primary user or delegate user shall do the following to become a registered cus-

tomer of the AZTaxes.gov web site for transaction privilege and use tax purposes: 

1. Provide his legal name and e-mail address,  

a. Create a unique username and password which shall be used to gain access to AZTaxes.gov 

web site, 

b. Select a prescribed number of security questions and submit their answers, 

c. Create a PIN, and  

d. Agree to the Department’s Terms of Service. 

2. By registering as a customer of the AZTaxes.gov web site or by continuing to use the AZTax-

es.gov web site, the taxpayer, primary user or delegate user declares that: 

a. The information provided during the AZTaxes.gov registration process is accurate and com-

plete, and 

b. If previously submitted, the information contained in the Arizona Joint Tax Application is ac-

curate and complete. 
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B. A taxpayer that has not obtained a transaction privilege or use tax license from the Depart-

ment shall obtain a license by completing either the mail-in Arizona Joint Tax Application or the 

online application. From and after January 9, 2016 a taxpayer, primary user or delegate user 

may use his PIN to electronically sign the taxpayer’s online Arizona Joint Tax application. 

C. A Delegate User shall do the following to become associated with a taxpayer on the AZTax-

es.gov web site: 

1. Provide answers to prescribed questions about the taxpayer if the taxpayer has a license, or 

2. Complete the online or mail-in Joint Tax Application and provide answers to prescribed ques-

tions about the taxpayer. 

D. If filing a taxpayer’s transaction privilege or use tax return by electronic means, an Author-

ized User of the AZTaxes.gov web site shall, from and after July 5, 2016, use his PIN to electron-

ically sign a taxpayer's electronic transaction privilege, or use tax returns. By using his PIN, the 

Authorized User is making a declaration, under penalties of perjury that the electronic return is, 

to the best of his knowledge and belief, true, correct, and complete. 

E. To file an electronic transaction privilege or use tax return under subsection (D) above a tax-

payer, primary or delegate user preparing the electronic return may access the AZTaxes.gov 

web site or other web site and electronically file the return after signing the return with his PIN. 

F. From and after July 5, 2016, unless otherwise required by Article 3 of this Title and Chapter, 

an Authorized User of the AZTaxes.gov web site may pay its transaction privilege and use tax 

liability by electronic check. 

G. For tax periods beginning on or after the following years, any taxpayer who, under A.R.S. Ti-

tle 42 Chapters 5 and 6, had total annual tax liability of at least the following amounts during 

the prior tax year or can reasonably anticipate that its current year tax liability will exceed the 

following amounts, shall, unless otherwise waived pursuant to A.R.S. § 42-5014, file the re-

quired return using an electronic filing program established by the Department.  For periods 

on or after: 

i) January 1, 2018, prior tax year or expected current year total tax liability of $20,000; 
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ii) January 1, 2019, prior tax year or expected current year total tax liability of $10,000; 

iii) January 1, 2020, prior tax year or expected current year total tax liability of $5,000; 

iv) January 1, 2021, prior tax year or expected current year total tax liability of $500. 

 

H. Any taxpayer who, under A.R.S. Title 42 Chapters 5 and 6, was required to file a return using 

an electronic filing program pursuant to subsection G of this rule and that fails to do so after 

notice and demand by the Department shall, unless reasonable cause exists, be subject to the 

penalty imposed under A.R.S. § 42-1125(X) and (Y). 
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ECONOMIC, SMALL BUSINESS AND CONSUMER IMPACT STATEMENT (“EIS”) 

NOTICE OF FINAL RULEMAKING 

 

1. An identification of the rulemaking: 

 Section Affected Rulemaking Action 

R15-10-302. General Requirements       Amend 

R15-10-303. Voluntary Participation       Amend 

R15-10-505.  Electronic Signatures for Transaction Privilege and Use Tax  Amend 

 
2. An identification of the persons who will be directly affected by, bear the costs of, or 

directly benefit from the rulemaking: 

The Department anticipates that the parties who will be directly affected by, bear the 

costs of, or directly benefit from this rulemaking are as follows: 

• The Department;  

• Political subdivisions; and 

• Current and prospective taxpayers other than individual income taxpayers.  

3. A cost benefit analysis: 

 The Department’s responses in this analysis are limited by the data available to it 

through its various divisions and sections. Any probable cost ranges referenced in this 

section are as follows: 

 Minimal costs = less than $1,000 

 Moderate costs = $1,000 to $10,000 

 Substantial costs = more than $10,000 
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Where such ranges are not referenced, the Department characterizes the probable or 

anticipated impacts below in qualitative terms, pursuant to A.R.S. § 41-1055(C).  

a. The probable costs and benefits to the implementing agency and other 

agencies directly affected by the implementation and enforcement of the 

rulemaking: 

The Department is the single point of collection and administration for all 

jurisdictions for all taxes, including income tax, transaction privilege tax (“TPT”), 

use tax and any affiliated excise taxes imposed by any city or town in Arizona.  As 

a result of its responsibility to collect and process all taxes in the state of Arizona, 

the Department created a new electronic system that allows taxpayers or their 

representative to apply for, file and pay certain taxes online.      

A.R.S. § 42-1129 previously provided that taxpayers, other than individual 

income taxpayers, having a tax liability of more than $20,000 may be required to 

pay their taxes electronically, if the Department so provided through rules.  

Pursuant to A.R.S. § 42-1129 the Department, by previous administrative rule, 

required certain corporate, withholding and TPT taxpayers to pay their tax 

liability by electronic means and gave other taxpayers the option to similarly pay 

their tax liability by electronic means.  A.R.S. § 42-1129 was amended in 2017 by 

HB 2280, Laws 2017, Chapter 60, Section 6, to lower the thresholds under which 

certain taxpayers are required to electronically pay their taxes.  Accordingly, as 

outlined below, the Department is amending the rules to reflect the current 

statutory provisions. 
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A.R.S. § 42-5014 previously provided that certain taxpayers subject to 

transaction privilege, use and associated excise taxes that were conducting 

business in two or more locations were required to file their tax returns through 

electronic means.  The Department previously submitted a rulemaking package 

amending A.A.C. 15-10-501 et. seq. outlining the procedures for filing returns 

through electronic means by use of an electronic signature.  A.R.S. § 42-5014, 

however, was amended in 2017 by HB 2280, Laws 2017 Chap 60 Section 15, to 

mandate that these taxpayers having tax liability over certain thresholds are now 

required to file their tax returns through electronic means, regardless of the 

number of locations they have.   

Through the rule amendments, and consistent with the new A.R.S. § 42-1129, 

the Department will require, beginning January 1, 2018, all taxpayers, other than 

individual income taxpayers, to remit their taxes electronically if their prior year 

tax liability exceeded $20,000.  This threshold will decrease to $10,000, $5,000 

and $500 respectively over the next three years.  The Department will also 

continue to give the option to all taxpayers (other than individual income 

taxpayers) who do not meet the liability thresholds to pay their taxes by 

electronic means. 

The Department is adopting similar rules, consistent with the new A.R.S. § 42-

5014 mandates, to require, starting January 1, 2018, that all TPT, use or affiliated 

excise taxpayers with a liability of $20,000 or more in the preceding taxable year 

to file their returns electronically with the Department.  This threshold 
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requirement will decrease to $10,000, $5,000 and $500 respectively over the 

next three years.     

Although not currently quantifiable, the Department expects to experience time 

savings in that the electronic filing and payment of taxes will be instantaneous 

for more taxpayers than is currently the case.   

The current e-file/e-pay rates for Arizona's three major tax types are as follows: 

• Transaction Privilege Tax is 31 percent for e-filing and 36 percent for e-

paying. 

• Corporate income tax e-filing is zero percent and 11 percent for e-paying.  

• Individual income tax e-filing is 80 percent and 24 percent for e-paying. 

The following statistics show overall total taxpayers compared to those that e-

file and those that paper file categorized by liability threshold: 

Liability Over $500 Over $5,000 Over $10,000 Over $20,000 

# of Taxpayers 72,240 39,902 31,056 22,784 

Est. electronic filers 31,838 19,510 15,894 12,312 

Est. paper filers 40,402 20,392 15,162 10,472 

 

Additionally, in fiscal year 2017 the Department received over $10.1 billion via 

EFT.  The Department anticipates that the amended rules implementing the 

statutes will have the effect of increasing the number of taxpayers paying and 

filing their taxes electronically.  It also anticipates that total dollar amount 

collected by EFT will increase. 
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More taxpayers filing and paying their taxes online means less man-hours 

dedicated to processing returns and payments, and less time in issuing refunds.  

This will benefit taxpayers because there will likely be less late-filed returns and 

so fewer penalties assessed.  Because electronic tax payments will be made in 

immediately available funds, the Department will be able to remit payments to 

local jurisdictions more quickly and efficiently.  Additionally, increased EFT 

payments will provide the state with increased cash flows and this, in turn, will 

have a positive impact on the general fund.  As a result, the Department will 

increase the efficiency of tax administration.   

The Department does not anticipate that it will be necessary to hire any new full-

time employees to implement or enforce the amendments to the rules.   

There are no other agencies directly impacted by the implementation and 

enforcement of this rulemaking.  

b. The probable costs and benefits to a political subdivision of this state directly 

affected by the implementation and enforcement of the rulemaking: 

The Department anticipates that the implementation and enforcement of this 

rulemaking will directly affect the state’s political subdivisions positively.  Those 

political subdivisions include any Arizona city or town imposing a transaction 

privilege or affiliated excise tax and whose taxes are administered by the 

Department.  

Although not currently quantifiable, the Department expects the political 

subdivisions to experience time and cost savings as a result of the broader scope 
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of electronic filing and payment system.  The Department anticipates any costs 

to be incurred by political subdivisions will be minimal as it is not anticipated 

that they will be required to hire any additional staff or incur any IT expenses as 

a result of the rulemaking because the basic electronic payment and filing 

system is already in place and will likely only require expanded capacity.  

Although not currently quantifiable, as a result of on-time receipt of tax 

payments from more taxpayers, the Department expects the political 

subdivisions to experience improved cash flow as a result since it will be able to 

remit payments to Arizona jurisdictions quickly and more efficiently.  The 

Department does not anticipate political subdivisions will incur any negative 

effects as a result of the rulemaking. 

c. The probable costs and benefits to businesses directly affected by the 

rulemaking, including any anticipated effect on the revenues or payroll 

expenditures of employers who are subject to the rulemaking: 

Current and prospective taxpayers will likely be affected by this rulingmaking.  

The amended rules will require taxpayers with tax liability over certain threshold 

amounts to file tax returns and pay their tax liability by electronic means and all 

taxpayers (other than individual income taxpayers), not meeting the threshold 

requirements, will have the option to do so.   This requirement, as a result of 

decreasing thresholds, will significantly increase, over a period of four years, the 

number of taxpayers required to file their returns and pay their tax liability by 

electronic means.  Additionally, certain business taxpayers taxable for TPT, use 
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and affiliated excise tax purposes including municipal taxes, having tax liability 

over certain thresholds will be required to file their returns by electronic means, 

regardless of the number of locations they operate.   

Overall, the amendments will likely result in less potential penalties being 

assessed against taxpayers for late filing or late payment of taxes, faster 

processing times and quick refund turnaround.   

Both A.R.S. § 42-1129 and A.R.S. § 42-5014 provide waivers for certain taxpayers 

who are not able file or pay their taxes by electronic means, so that those 

taxpayers will not have to incur additional costs to meet the requirements if they 

are unable to do so, provided they meet the statutory exception criteria.  Finally, 

the statute also incentivizes TPT taxpayers to file electronically by increasing the 

accounting credit by $2,000 annually for those taxpayers that file electronically.  

Therefore, the Department expects only minimal impact to businesses affected 

by the rulemaking in terms of staffing levels, cash flow and barriers to industry 

entry. 

4. A general description of the probable impact on private and public employment in 

businesses, agencies, and political subdivisions of this state directly affected by the 

rulemaking: 

 Except as outlined above, the Department does not anticipate that any private and 

public employment (whether direct or indirect) in businesses, agencies, and political 

subdivisions of this state will be directly affected by this rulemaking.   

5. A statement of the probable impact of the rulemaking on small businesses: 
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 A.R.S. § 41-1001 defines a small business as a concern, including its affiliates, that is 

independently owned and operated, not dominant in its field, and employs fewer than 

100 full-time employees or that had gross annual receipts of less than $4,000,000 in its 

last fiscal year. 

 a. An identification of the small businesses subject to the rulemaking: 

For small businesses, the same category of persons—that is, current and 

prospective taxpayers—as for mid- to large-sized businesses is potentially 

subject to this rulemaking as the threshold for filing or paying tax liability 

electronically will be significantly reduced, over a period of four years, to cover 

more taxpayers.  Additionally, other taxpayers not meeting the threshold to pay 

or file electronically will have the option to do so. 

b. The administrative and other costs required for compliance with the 

rulemaking: 

 As this rulemaking does not introduce any novel requirements for compliance 

beyond those already required by statute, the Department does not anticipate 

additional administrative or other costs required for compliance, other than 

costs associated with reviewing the rules themselves.  The Department cannot, 

however, currently quantify such costs.    

Some small businesses will likely be impacted by the reduction of the threshold 

requirements to remit or file taxes electronically. That notwithstanding, any 

impact will be minimal since paying electronically will simplify the payment 

process and limit the business’s exposure to penalties and interest for payments 
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otherwise not received on time.  Because the amendments to the rules do not 

impose any additional reporting or compliance requirements for small 

businesses and it is likely that some businesses already pay via EFT even though 

not required to, businesses will not have to employ any additional personnel or 

engage any additional outside services such as legal or consulting fees as a result 

of the rule changes.   

Likewise lowering the threshold will require more small businesses to file their 

TPT returns electronically, so small businesses will likely be affected in this 

regard as well.  However, because implementation of the new thresholds occur 

over a period of four years, small businesses that may not be affected 

immediately, but who will be affected in subsequent years, will have some time 

to plan and implement any changes to their business systems.  Additionally, if 

certain taxpayers are unable to file or pay electronically, the statute provides a 

waiver of the requirements in certain cases, so those taxpayers will not incur any 

additional costs to comply with the rules.  Finally, the statutes increase the 

annual accounting credit for businesses that file electronically, so that any costs 

incurred by a small business to change its systems would be offset by the 

increased credit.  

c. A description of the methods prescribed in A.R.S. § 41-1035 that the agency 

may use to reduce the impact on small businesses, with reasons for the 

agency’s decision to use or not to use each method: 
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 Small businesses will not be impacted negatively by the rules, and those that 

may be severely negatively impacted may have a statutory waiver, so the rules 

cannot be further simplified, reduced, or exempted pursuant to A.R.S. § 41-1035. 

d. The probable cost and benefit to private persons and consumers who are 

directly affected by the rulemaking: 

 The Department does not anticipate that private persons other than current and 

prospective taxpayers, as outlined above, will be directly affected by this 

rulemaking. 

6. A statement of the probable effect on state revenues: 

 As the matters covered by the rules reflect current statutory requirements, the 

Department does not anticipate any effect on state revenues from this rulemaking; 

increased compliance as a result of a more efficient process may produce a positive 

effect, but the Department cannot currently quantify this effect. 

7. A description of any less intrusive or less costly alternative methods of achieving the 

purpose of the rulemaking, including the monetizing of the costs and benefits for each 

option and providing the rationale for not using non-selected alternatives: 

 The methods by which the Department achieves its purposes in this rulemaking are 

statutorily set; consequently, the Department is not authorized to develop, through 

rulemaking, alternative methods as suggested, and has not attempted to do so. 

8. A description of any data on which a rule is based with a detailed explanation of how 

the data was obtained and why the data is acceptable data:  

 Not applicable 
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D. For tax periods beginning on and after July 1, 2017, any tax-
payer who under A.R.S. Title 42 Chapter 5 and Chapter 6,
Articles 1 and 3, had an annual tax liability during the prior
calendar year of $20,000 or more shall remit these tax pay-
ments by an authorized means of transmission.

E. For tax periods after July 1, 2015, tobacco tax taxpayers are
required to remit tobacco tax payments by an authorized
means of transmission.

Historical Note
Adopted effective July 30, 1993 (Supp. 93-3). Amended 

effective December 17, 1993 (Supp. 93-4). Amended 
effective October 4, 1996 (Supp. 96-4). Amended by final 

rulemaking at 23 A.A.R. 1899, effective July 1, 2017 
(Supp. 17-2).

R15-10-303. Voluntary Participation
A. For tax periods beginning on or after January 1, 1997, a tax-

payer who, during the prior tax year, had a corporate income
tax liability of less than $20,000 may elect to participate in the
EFT Program by submitting to the Department an electronic
funds transfer authorization agreement that complies with
R15-10-304. 

B. For tax periods beginning on or after July 1, 2017, a taxpayer
who, during the prior tax year, had an average quarterly with-
holding tax liability of less than $5,000 may elect to partici-
pate in the EFT Program by submitting to the Department an
electronic funds transfer authorization agreement that com-
plies with R15-10-304. 

C. For tax periods beginning on and after July 1, 2017, any tax-
payer who has a liquor tax liability may elect to participate in
the EFT Program by submitting to the Department an elec-
tronic funds transfer authorization agreement that complies
with R15-10-304.

D. For tax periods beginning on and after July 1, 2017, any tax-
payer who, under Title 42 Chapter 5 and Chapter 6, Articles 1
and 3, had an annual tax liability of less than $20,000 during
the prior calendar year may elect to participate in the EFT Pro-
gram by submitting to the Department an electronic funds
transfer authorization agreement that complies with R15-10-
304.

E. A taxpayer authorized to participate in the EFT Program shall
provide at least 30 days prior written notice to the Department
if the taxpayer elects to cease voluntary participation in the
EFT Program.

Historical Note
Adopted effective July 30, 1993 (Supp. 93-3). Amended 

effective December 17, 1993 (Supp. 93-4). Amended 
effective October 4, 1996 (Supp. 96-4). Amended effec-

tive June 15, 1998 (Supp. 98-2). Amended by final 
rulemaking at 23 A.A.R. 1899, effective July 1, 2017 

(Supp. 17-2).

R15-10-304. Authorization Agreement
A. The payor shall register for an account and complete an elec-

tronic funds transfer authorization agreement on AZTaxes.gov,
ALTO or ACH Credit Form prescribed by the Department, as
applicable, or such other form prescribed by the Department at
least 30 days prior to initiation of the first applicable transac-
tion. The form shall include the following information: 
1. Name and address of the taxpayer; 
2. The taxpayer’s tax identification number including a fed-

eral identification number, withholding tax identification
number, transaction privilege tax identification number or
other tax identification number, as appropriate;

3. Name and phone number of taxpayer’s EFT contact per-
son; 

4. Name and address of any payroll service, if applicable;
5. Name and phone number of the payroll service’s EFT

contact person, if applicable;
6. For payments initiated on AZTaxes.gov or ALTO, the

information must include the type of bank account, the
bank account number and the bank routing transit num-
ber.

B. A payor shall submit a revised authorization agreement to the
Department at least 30 days prior to any change in the infor-
mation required in subsection (A).

Historical Note
Adopted effective July 30, 1993 (Supp. 93-3). Amended 
effective June 15, 1998 (Supp. 98-2). Amended by final 

rulemaking at 23 A.A.R. 1899, effective July 1, 2017 
(Supp. 17-2).

R15-10-305. Methods of Electronic Funds Transfer
A. Payors shall use the ACH debit transfer method available

through registration on AZTaxes.gov or ALTO to remit pay-
ment by electronic funds transfer unless the Department grants
permission to use the ACH credit method. 

B. The Department may authorize under a form prescribed by the
Department in R15-10-304 the use of the ACH credit method
for payors desiring to use this method. A payor that chooses to
use the ACH credit method shall provide the payment infor-
mation required in R15-10-306(B)(2). 

C. The Department may withdraw permission to use the ACH
credit method of payment if the payor shows disregard for the
requirements and specifications of these rules by failing to:
1. Make timely electronic funds transfer payments, 
2. Provide timely payment information, 
3. Provide the required addenda record with the electronic

funds transfer payment, or
4. Make correct payment. 

D. Payors who are unable to use their established method of pay-
ment may request that the Department accept deposits to the
Department account via wire transfer in accordance with the
following: 
1. The payor shall contact the Department, and obtain ver-

bal approval to wire transfer the tax payment to the
Department account prior to initiating the transmission. 

2. Approved wire transfers shall be accompanied by an
addenda record, that includes the same information
required for ACH credit transfers under R15-10-
306(B)(2). 

Historical Note
Adopted effective July 30, 1993 (Supp. 93-3). Amended 
effective June 15, 1998 (Supp. 98-2). Amended by final 

rulemaking at 23 A.A.R. 1899, effective July 1, 2017 
(Supp. 17-2).

R15-10-306. Procedures for Payment
A. Payors using the ACH Debit Method shall log in to their

account on AZTaxes.gov or ALTO as appropriate and, unless
registering for the first time, shall arrange for electronic pay-
ment of the applicable taxes no later than the time prescribed
by the AZTaxes.gov or ALTO on the last business day before
the due date of the payment. Payment information shall be
communicated automatically to the Department through
AZTaxes.gov or ALTO, as applicable, once payment arrange-
ments have been made by payors and accepted by
AZTaxes.gov or ALTO. 

B. Payors authorized to use the ACH credit method shall initiate
payment transactions directly with a financial institution in a
timely manner to ensure that the payment is deposited to the
Department account on or before the payment due date. 
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1. All ACH credit transfers shall be in the CCD-plus
addenda format. Payments not in this format may be
rejected.

2. The addenda format, as specified in subsection (B)(1),
shall include the following information: 
a. Taxpayer identification number,
b. Tax type,
c. Payment amount,
d. Tax period,
e. Taxpayer verification number,
f. Department account number, and
g. American Bank Association 9-digit number of the

receiving bank. 

Historical Note
Adopted effective July 30, 1993 (Supp. 93-3). Amended 
effective June 15, 1998 (Supp. 98-2). Amended by final 

rulemaking at 23 A.A.R. 1899, effective July 1, 2017 
(Supp. 17-2).

R15-10-307. Timely Payment
A. A taxpayer remitting a tax payment through an electronic

funds transfer shall initiate the transfer so that the payment is
deposited to the Department account on or before the payment
due date.

B. If a tax due date falls on a Saturday, Sunday, or legal holiday,
the deposit by an electronic funds transfer shall be made no
later than 5:00 p.m. on the next banking day.

C. A taxpayer required to, or who voluntarily elects to, participate
in the EFT Program is subject to the penalty prescribed by
A.R.S. § 42-1125(D) if the payment is not deposited to the
Department account on or before the payment due date.

Historical Note
Adopted effective July 30, 1993 (Supp. 93-3). Amended 
effective June 15, 1998 (Supp. 98-2). Amended by final 
rulemaking at 7 A.A.R. 2900, effective June 13, 2001 

(Supp. 01-2).

ARTICLE 4. REIMBURSEMENT OF FEES AND OTHER 
COSTS RELATED TO AN ADMINISTRATIVE 

PROCEEDING
R15-10-401. Application for Reimbursement of Fees and
Other Costs Related to an Administrative Proceeding
A. To apply for reimbursement of reasonable fees and other costs,

as provided in A.R.S. § 42-2064, a taxpayer shall file a written
application with the Department’s problem resolution officer. 

B. An application shall include the following:
1. Taxpayer’s name, address, and identification number;
2. Identification of the tax type and the administrative pro-

ceeding for which reimbursement is sought;
3. An explanation of why the taxpayer alleges that the posi-

tion of the Department in the administrative proceeding
was not substantially justified; 

4. If multiple issues were presented in the administrative
proceeding and the taxpayer did not prevail on all issues,
an explanation of: 
a. The issue or set of issues on which the taxpayer pre-

vailed, 
b. The issue or set of issues on which the taxpayer did

not prevail, and
c. The issue or set of issues on which the taxpayer pre-

vailed and why the issue or set of issues presented in
the administrative proceeding is the most signifi-
cant.

5. A statement that the taxpayer did not unduly and unrea-
sonably protract the administrative proceeding for which
reimbursement is sought;

6. A statement that the reason the taxpayer prevailed is not
due to an intervening change in the applicable law; and

7. A detailed explanation of the nature and amount of each
specific item for which reimbursement is sought.

C. An application may also include any other matters that the tax-
payer wishes the Department’s problem resolution officer to
consider in determining whether and in what amount reim-
bursement should be made.

D. The taxpayer shall sign the application and verify under pen-
alty of perjury that the information provided in the application
and any accompanying material is accurate and complete.

E. If a paid representative of the taxpayer prepares the applica-
tion, the representative shall also sign the application and ver-
ify under penalty of perjury that the information provided in
the application and all accompanying material is accurate and
complete.

F. Fees and costs incurred in making application for reimburse-
ment or regarding an appeal of a decision for reimbursement
do not relate to an administrative proceeding in connection
with an assessment, determination, collection, or refund of tax
and are not reimbursable.

Historical Note
Adopted effective March 13, 1998 (Supp. 98-1). 

Amended by final rulemaking at 7 A.A.R. 2900, effective 
June 13, 2001 (Supp. 01-2).

R15-10-402. Documentation of Payment of Fees and Other
Costs
The taxpayer shall submit with the application documentation
which shows payment of the fees and costs for which the taxpayer
seeks reimbursement. The taxpayer shall submit a separate itemized
statement for each firm or individual that provided services covered
by the application. The itemized statement shall show the hours
spent in connection with the administrative proceeding by each
individual, a description of the specific services performed, and the
rates used in computing each fee. Each statement shall reflect pay-
ment or the taxpayer shall attach proof of payment to the statement.
Separate, itemized statements of any other costs incurred by the
taxpayer, together with proof of payment, shall also accompany an
application.

Historical Note
Adopted effective March 13, 1998 (Supp. 98-1).

R15-10-403. Filing an Application
A. A taxpayer shall file an application for reimbursement of fees

and other costs only after the conclusion of administrative pro-
ceedings, but not later than 30 days after the conclusion of
administrative proceedings.

B. For purposes of this rule, the conclusion of administrative pro-
ceedings is determined as follows:
1. For a decision of a hearing officer or administrative law

judge, the conclusion of administrative proceedings
occurs 30 days after the taxpayer receives the decision
unless, within the 30-day period, one of the following
occurs:
a. The taxpayer appeals the decision, or any part of the

decision, to the State Board of Tax Appeals;
b. The taxpayer or the Department petitions the Direc-

tor to review the decision, or any part of the deci-
sion;

c. The Director independently determines that the deci-
sion, or any part of the decision, requires review.

2. When a decision of a hearing officer or administrative
law judge is subject to a review by the Director, the con-
clusion of administrative proceedings occurs 30 days
after the taxpayer receives the Director’s decision unless,
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within the 30-day period, the taxpayer appeals the deci-
sion, or any part of the decision to the State Board of Tax
Appeals.

3. When a taxpayer appeals a decision, or any part of a deci-
sion, to the State Board of Tax Appeals, the conclusion of
administrative proceedings occurs 30 days after the tax-
payer receives the decision of the State Board of Tax
Appeals.

Historical Note
Adopted effective March 13, 1998 (Supp. 98-1).

R15-10-404. Decisions 
A. The Departments’s problem resolution officer shall issue a

written decision on each application for reimbursement of fees
and other costs. The problem resolution officer shall issue the
decision within 30 days after receipt of the application and
shall set forth the reason for the decision.

B. The problem resolution officer’s decision is issued when
mailed to the taxpayer’s address furnished in the application.

Historical Note
Adopted effective March 13, 1998 (Supp. 98-1).

ARTICLE 5. ELECTRONIC FILING PROGRAM
R15-10-501. Definitions
In addition to the definitions provided in A.R.S. §§ 42-1101.01, 42-
1103.01, 42-1103.02, 42-1103.03, and 42-1105.02, unless the con-
text provides otherwise, the following definitions apply to this Arti-
cle and to A.R.S. Title 42, Chapter 2:

“AZTaxes.gov” means the Department’s taxpayer service cen-
ter web site that provides taxpayers with the ability to conduct
transactions and review tax account information over the inter-
net.
“Authorized user” means an individual, primary user or dele-
gate user, including a return preparer or electronic return pre-
parer as defined in A.R.S. § 42-1101.01, granted authority by
the taxpayer, an owner of the taxpayer or an authorized officer
of the taxpayer to access taxpayer information available on the
AZTaxes.gov web site.
“Bulk Transmitter” is an Electronic Return Transmitter that
submits multiple electronic returns, statements or other docu-
ments to the Department for filing or processing at one time.
“Delegate User” means any registered customer of the
AZTaxes.gov web site authorized by a taxpayer, an owner of
the taxpayer or an authorized officer of the taxpayer to access
the taxpayer’s account information on AZTaxes.gov. A Dele-
gate User that uses a PIN to sign and file transaction privilege
or use tax returns on behalf of a taxpayer shall be presumed to
be authorized by that taxpayer to take such action on behalf of
the taxpayer.
“Electronic return, statement or other document” means all
data entered into a return, statement, or other document that is
prepared using computer software and transmitted electroni-
cally to the Department.
“Electronic return transmitter” includes a person who is part of
the chain of transmission of an electronic return, statement, or
other document from the taxpayer or from an electronic return
preparer to the Department even though the person did not
receive the transmitted return, statement, or other document
directly from the taxpayer or electronic return preparer.
“Electronic signature” means the electronic method or process
as defined in A.R.S. § 41-132.
“License” means one or more transaction privilege, use, or
withholding tax licenses or registrations obtained from the

Department by completing and submitting a mail-in Arizona
Joint Tax Application or by completing the online
AZTaxes.gov business registration process and, where appli-
cable, submitting an executed AZTaxes.gov Registration Sig-
nature Card.
“PIN” means a Self-Select Personal Identification Number
made up of a prescribed number of characters and used as an
electronic signature to sign returns, statements or other docu-
ments submitted to the Department through AZTaxes.gov. or
by any other electronic means.
“Primary User” means the taxpayer, an owner of the taxpayer
or any authorized officer of the taxpayer who registers to use
AZTaxes.gov. A Primary User has the unlimited ability to
access the taxpayer’s online accounts, conduct online transac-
tions for the taxpayer, designate Delegate Users, specify the
level of access granted to a Delegate User and modify or ter-
minate the access of any Delegate User.
“Registered customer” means any individual that has, by
means of providing specific information requested by the
Department through its AZTaxes.gov web site registration pro-
cess, obtained a username and password entitling that taxpayer
to conduct transactions and access information through the
AZTaxes.gov web site.

Historical Note
New Section made by final rulemaking at 7 A.A.R. 5383, 
effective November 8, 2001 (Supp. 01-4). Amended by 

final rulemaking at 9 A.A.R. 5044, effective November 4, 
2003 (Supp. 03-4). Amended by exempt rulemaking 

under Laws 2014, Ch. 263, § 25 at 22 A.A.R. 116, effec-
tive January 7, 2016 (Supp. 16-1). Amended by exempt 

rulemaking under Laws 2014, Ch. 263, § 25 at 22 A.A.R. 
1852, effective June 24, 2016 (Supp. 16-2).

R15-10-502. Recordkeeping Requirements
For each electronic return of individual income or withholding tax
filed with the Department, the electronic return preparer shall keep
the documents listed in A.R.S. § 42-1105(F) for four years follow-
ing the later of the date on which the return was due to be filed with
the Department or was presented to the taxpayer for signature.

Historical Note
New Section made by final rulemaking at 7 A.A.R. 5383, 
effective November 8, 2001 (Supp. 01-4). Amended by 

final rulemaking at 9 A.A.R. 5044, effective November 4, 
2003 (Supp. 03-4). Amended by exempt rulemaking 

under Laws 2014, Ch. 263, § 25 at 22 A.A.R. 116, effec-
tive January 7, 2016 (Supp. 16-1).

R15-10-503. Electronic Signatures for Individual Income Tax
A. If a taxpayer electronically signs the taxpayer’s federal indi-

vidual income tax return, the taxpayer may elect to use the
electronic signature from the federal return to sign the tax-
payer’s Arizona individual income tax return. By electing to
use the federal electronic signature for the Arizona electronic
return, the taxpayer is declaring, under penalties of perjury,
that the electronic return is, to the best of the taxpayer’s
knowledge and belief, true, correct, and complete.

B. A taxpayer makes an election under subsection (A) by doing
the following:
1. If the taxpayer is preparing the taxpayer’s Arizona elec-

tronic return, the taxpayer makes the election by signify-
ing the election during the electronic filing process.

2. If the taxpayer uses an electronic return preparer to pre-
pare the taxpayer’s Arizona electronic return, the tax-
payer makes the election by:
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a. Signifying the election during the electronic filing
process, or 

b. Authorizing, in writing on a form prescribed by the
Department, the electronic return preparer to make
the election on behalf of the taxpayer.

C. A taxpayer that does not elect to electronically sign the tax-
payer’s federal income tax return shall not electronically sign
the taxpayer’s Arizona electronic return.

Historical Note
New Section made by final rulemaking at 7 A.A.R. 5383, 

effective November 8, 2001 (Supp. 01-4).

R15-10-504. Electronic Signatures for Withholding Tax
A. A taxpayer that has obtained a withholding tax license from

the Department shall do the following to become a registered
customer of the AZTaxes.gov web site:
1. Provide the following information during the

AZTaxes.gov web site registration process:
a. The legal name of the registrant and any one of the

following numbers:
i. The registrant's federal employer identification

number, and
ii. The registrant's social security number, if the

registrant is a sole proprietor, or 
iii. Any other identification number assigned to the

registrant by the Department or the Internal
Revenue Service for the purpose of electronic
filing.

b. The registrant’s e-mail address,
c. Agree to the Department’s Terms of Service, and

2. Submit to the Department an executed AZTaxes.gov Reg-
istration Signature Card as evidence of the following: 
a. If submitted during web site registration, the infor-

mation provided during the AZTaxes.gov registra-
tion process is true and correct,

b. If previously submitted, the information contained
in the Arizona Joint Tax Application or submitted
during the online business registration is true and
correct, and

c. The signatory is duly authorized to act on behalf of
the business, receive confidential information, and
waive any rights of confidentiality.

B. A taxpayer that has not obtained a withholding tax license
from the Department shall do the following to become a regis-
tered customer of the AZTaxes.gov web site:
1. Obtain a withholding tax license by completing either the

mail-in Arizona Joint Tax Application or the online busi-
ness registration, 

2. Provide the following information during the
AZTaxes.gov web site registration process:
a. The legal name of the registrant and any one of the

following numbers:
i. The registrant's federal employer identification

number,
ii. The registrant's social security number, if the

registrant is a sole proprietor, or
iii. Any other identification number assigned to the

registrant by the Department or the Internal
Revenue Service for the purposes of electronic
filing, and

3. Submit to the Department either the executed, mail-in
Arizona Joint Tax Application or the AZTaxes.gov Regis-
tration Signature Card as evidence of the following:
a. If submitted during web site registration, the infor-

mation provided during the AZTaxes.gov registra-
tion process is true and correct,

b. The information contained in the Arizona Joint Tax
Application or submitted during the online business
registration is true and correct, and

c. The signatory is duly authorized to act on behalf of
the business, receive confidential information, and
waive any rights of confidentiality.

C. A taxpayer or authorized user shall use the taxpayer's signature
on the document submitted under subsection (B)(3) to elec-
tronically sign a taxpayer's electronic withholding tax returns.
Use of the taxpayer's signature is the taxpayer's declaration,
under penalties of perjury that the electronic return is, to the
best of the taxpayer's knowledge and belief, true, correct, and
complete.

D. To file an electronic withholding tax return under subsection
(C):
1. If the taxpayer is preparing the taxpayer's electronic

return, the taxpayer, shall access the AZTaxes.gov web
site and electronically file the return.

2. If the taxpayer's authorized user is preparing the tax-
payer's electronic return, the taxpayer shall: 
a. Access the AZTaxes.gov web site and electronically

file the return, or
b. Authorize, in writing on a form prescribed by the

Department, the authorized user to access the tax-
payer's account on the AZTaxes.gov web site and
electronically file the return on behalf of the tax-
payer.

Historical Note
New Section made by final rulemaking at 9 A.A.R. 5044, 
effective November 4, 2003 (Supp. 03-4). Amended by 

exempt rulemaking under Laws 2014, Ch. 263, § 25 at 22 
A.A.R. 116, effective January 7, 2016 (Supp. 16-1).

R15-10-505. Electronic Signatures for Transaction Privilege
and Use Tax
A. A taxpayer, primary user or delegate user shall do the follow-

ing to become a registered customer of the AZTaxes.gov web
site for transaction privilege and use tax purposes:
1. Provide his legal name and e-mail address,

a. Create a unique username and password which shall
be used to gain access to AZTaxes.gov web site,

b. Select a prescribed number of security questions and
submit their answers,

c. Create a PIN, and
d. Agree to the Department’s Terms of Service.

2. By registering as a customer of the AZTaxes.gov website
or by continuing to use the AZTaxes.gov website, the tax-
payer, primary user or delegate user declares that:
a. The information provided during the AZTaxes.gov

registration process is accurate and complete, and
b. If previously submitted, the information contained

in the Arizona Joint Tax Application is accurate and
complete.

B. A taxpayer that has not obtained a transaction privilege or use
tax license from the Department shall obtain a license by com-
pleting either the mail-in Arizona Joint Tax Application or the
online application. From and after January 9, 2016 a taxpayer,
primary user or delegate user may use his PIN to electronically
sign the taxpayer’s online Arizona Joint Tax application.

C. A Delegate User shall do the following to become associated
with a taxpayer on the AZTaxes.gov web site:
1. Provide answers to prescribed questions about the tax-

payer if the taxpayer has a license, or
2. Complete the online or mail-in Joint Tax Application and

provide answers to prescribed questions about the tax-
payer.
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D. If filing a taxpayer’s transaction privilege or use tax return by
electronic means, an Authorized User of the AZTaxes.gov web
site shall, from and after July 5, 2016, use his PIN to electroni-
cally sign a taxpayer's electronic transaction privilege, or use
tax returns. By using his PIN, the Authorized User is making a
declaration, under penalties of perjury that the electronic
return is, to the best of his knowledge and belief, true, correct,
and complete.

E. To file an electronic transaction privilege or use tax return
under subsection (D) above a taxpayer, primary or delegate
user preparing the electronic return may access the
AZTaxes.gov website or other website and electronically file
the return after signing the return with his PIN.

F. From and after July 5, 2016, unless otherwise required by Arti-
cle 3 of this Title and Chapter, an Authorized User of the
AZTaxes.gov website may pay its transaction privilege and
use tax liability by electronic check. 

Historical Note
New Section made by exempt rulemaking under Laws 

2014, Ch. 263, § 25 at 22 A.A.R. 116, effective January 7, 
2016 (Supp. 16-1). Amended by exempt rulemaking 

under Laws 2014, Ch. 263, § 25 at 22 A.A.R. 1852, effec-
tive June 24, 2016 (Supp. 16-2).

R15-10-506. Transaction Privilege and Use Tax Electronic File
Bulk Transmitters
A. A transaction privilege and use tax Bulk Transmitter shall

complete and submit to the Department an application to par-
ticipate in the Department’s bulk electronic filing program as a
direct transmitter of transaction privilege or use tax returns.
The application shall contain the following information:
1. The company name;
2. The product name, software ID and specifications;
3. The company’s website address and IP address or

addresses;
4. Contact name and information; and
5. Such other information as the Department may require to

be completed from time to time in its application form.
B. As part of the application process the Bulk Transmitter shall

sign a memorandum of understanding with the Department
outlining the terms under which it will be allowed to transmit
electronic returns directly to the Department.

C. After the application is reviewed by the Department, the Bulk
Transmitter shall submit any software it created or will use for
the transmittal process to the Department for testing and certi-
fication.

D. Upon certification by the Department, the Department shall
issue authorization codes to the Bulk Transmitter for the pur-
pose of accessing its servers.

Historical Note
New Section made by exempt rulemaking under Laws 

2014, Ch. 263, § 25 at 22 A.A.R. 1852, effective June 24, 
2016 (Supp. 16-2).

ARTICLE 6. EMERGENCY EXPIRED
R15-10-601. Emergency Expired

Historical Note
Section reserved by emergency rulemaking at 9 A.A.R. 
4443, effective September 22, 2003 for a period of 180 
days (Supp. 03-3). Emergency expired, effective March 
20, 2004 (Supp. 09-2). New Section reserved by emer-
gency rulemaking at 15 A.A.R. 825, effective April 30, 
2009 for a period of 180 days (Supp. 09-2). Emergency 

expired, effective October 27, 2009 (Supp. 09-4). 

R15-10-602. Emergency Expired

Historical Note
New Section made by emergency rulemaking at 9 A.A.R. 

4443, effective September 22, 2003 for a period of 180 
days (Supp. 03-3). Emergency expired, effective March 
20, 2004 (Supp. 09-2). New Section made by emergency 
rulemaking at 15 A.A.R. 825, effective April 30, 2009 for 

a period of 180 days (Supp. 09-2). Emergency expired, 
effective October 27, 2009 (Supp. 09-4). 

R15-10-603. Emergency Expired

Historical Note
New Section made by emergency rulemaking at 9 A.A.R. 

4443, effective September 22, 2003 for a period of 180 
days (Supp. 03-3). Emergency expired, effective March 
20, 2004 (Supp. 09-2). New Section made by emergency 
rulemaking at 15 A.A.R. 825, effective April 30, 2009 for 

a period of 180 days (Supp. 09-2). Emergency expired, 
effective October 27, 2009 (Supp. 09-4). 

R15-10-604. Emergency Expired

Historical Note
New Section made by emergency rulemaking at 9 A.A.R. 

4443, effective September 22, 2003 for a period of 180 
days (Supp. 03-3). Emergency expired, effective March 
20, 2004 (Supp. 09-2). New Section made by emergency 
rulemaking at 15 A.A.R. 825, effective April 30, 2009 for 

a period of 180 days (Supp. 09-2). Emergency expired, 
effective October 27, 2009 (Supp. 09-4). 

R15-10-605. Emergency Expired

Historical Note
New Section made by emergency rulemaking at 9 A.A.R. 

4443, effective September 22, 2003 for a period of
180 days (Supp. 03-3). Emergency expired, effective 
March 20, 2004 (Supp. 09-2). New Section made by 

emergency rulemaking at 15 A.A.R. 825, effective April 
30, 2009 for a period of 180 days (Supp. 09-2). Emer-

gency expired, effective October 27, 2009 (Supp. 09-4). 

R15-10-606. Emergency Expired

Historical Note
New Section made by emergency rulemaking at 9 A.A.R. 

4443, effective September 22, 2003 for a period of 180 
days (Supp. 03-3). Emergency expired, effective March 
20, 2004 (Supp. 09-2). New Section made by emergency 
rulemaking at 15 A.A.R. 825, effective April 30, 2009 for 

a period of 180 days (Supp. 09-2). Emergency expired, 
effective October 27, 2009 (Supp. 09-4). 

R15-10-607. Emergency Expired

Historical Note
New Section made by emergency rulemaking at 9 A.A.R. 

4443, effective September 22, 2003 for a period of 180 
days (Supp. 03-3). Emergency expired, effective March 
20, 2004 (Supp. 09-2). New Section made by emergency 
rulemaking at 15 A.A.R. 825, effective April 30, 2009 for 

a period of 180 days (Supp. 09-2). Emergency expired, 
effective October 27, 2009 (Supp. 09-4). 

ARTICLE 7. EMERGENCY EXPIRED
R15-10-701. Reserved

R15-10-702. Emergency Expired

Historical Note
New Section made by emergency rulemaking at 17 

A.A.R. 1864, effective August 31, 2011 for 180 days 



42-1005. Powers and duties of director 

A. The director shall be directly responsible to the governor for the direction, control and operation of 
the department and shall: 

1. Make such administrative rules as he deems necessary and proper to effectively administer 
the department and enforce this title and title 43. 

2. On or before November 15 of each year issue a written report to the governor and legislature 
concerning the department's activities during the year. In any election year a copy of this report 
shall be made available to the governor-elect and to the legislature-elect. 

3. On or before December 15 of each year issue a supplemental report which shall also contain 
proposed legislation recommended by the department for the improvement of the system of 
taxation in the state. 

4. In addition to the report required by paragraph 2 of this subsection, on or before November 
15 of each year issue a written report to the governor and legislature detailing the approximate 
costs in lost revenue for all state tax expenditures in effect at the time of the report.  For the 
purpose of this paragraph, "tax expenditure" means any tax provision in state law which 
exempts, in whole or in part, any persons, income, goods, services or property from the impact 
of established taxes including deductions, subtractions, exclusions, exemptions, allowances and 
credits. 

5. Annually, on or before January 10, prepare and submit to the legislature a report containing a 
summary of all the revisions made to the internal revenue code during the preceding calendar 
year. 

6. Provide such assistance to the governor and the legislature as they may require. 

7. Delegate such administrative functions, duties or powers as he deems necessary to carry out 
the efficient operation of the department. 

B. The director may enter into an agreement with the taxing authority of any state which imposes a tax 
on or measured by income to provide that compensation paid in that state to residents of this state is 
exempt in that state from liability for income tax, the requirement for filing a tax return and withholding 
tax from compensation. Compensation paid in this state to residents of that state is reciprocally exempt 
from the requirements of title 43. 

 

42-1129. Payment of tax by electronic funds transfer 

A. The department may require by rule, consistent with the state treasurer's cash management policies, 
that any tax administered pursuant to this article, except individual income tax, be paid on or before the 



payment date prescribed by law in monies that are immediately available to the state on the date of the 
transfer as provided by subsection B of this section by any taxpayer that owes: 

1. Twenty thousand dollars or more for any taxable year ending before January 1, 2019. 

2. Ten thousand dollars or more for any taxable year beginning from and after December 31, 
2018 through December 31, 2019. 

3. Five thousand dollars or more for any taxable year beginning from and after December 31, 
2019 through December 31, 2020. 

4. Five hundred dollars or more for any taxable year beginning from and after December 31, 
2020. 

B. A payment in immediately available monies shall be made by electronic funds transfer, with the state 
treasurer's approval, that ensures the availability of the monies to this state on the date of payment. 

C. A taxpayer may apply to the director, on a form prescribed by the department, for an annual waiver 
from the electronic payment requirement prescribed by subsection B of this section. The application 
must be received by the department on or before December 31.  The director may grant the waiver, 
which may be renewed, if any of the following applies: 

1. The taxpayer has no computer. 

2. The taxpayer has no internet access. 

3. Any other circumstance considered to be worthy by the director. 

D. The taxpayer shall furnish evidence as prescribed by the department that the payment was remitted 
on or before the due date. 

E. A taxpayer who is required to make payment by electronic funds transfer but who fails to do so is 
subject to the civil penalties prescribed by section 42-1125, subsection O. 

F. A failure to make a timely payment in immediately available monies as prescribed pursuant to this 
section is subject to the civil penalties prescribed by section 42-1125, subsection D. 

 

42-5014. Return and payment of tax; estimated tax; extensions; abatements 

A. Except as provided in subsection B, C, D, E or F of this section, the taxes levied under this article: 

1. Are due and payable monthly in the form required by section 42-5018 for the amount of the 
tax, to the department, on or before the twentieth day of the month next succeeding the month 
in which the tax accrues. 

2. Are delinquent as follows: 



(a) For taxpayers that are required or elect to file and pay electronically in any month, if 
not received by the department on or before the last business day of the month. 

(b) For all other taxpayers, if not received by the department on or before the business 
day preceding the last business day of the month. 

B. The department, for any taxpayer whose estimated annual liability for taxes imposed or administered 
by this article or chapter 6 of this title is between two thousand dollars and eight thousand dollars, shall 
authorize such taxpayer to pay such taxes on a quarterly basis. The department, for any taxpayer whose 
estimated annual liability for taxes imposed by this article is less than two thousand dollars, shall 
authorize such taxpayer to pay such taxes on an annual basis.  For the purposes of this subsection, the 
taxes due under this article: 

1. For taxpayers that are authorized to pay on a quarterly basis, are due and payable monthly in 
the form required by section 42-5018 for the amount of the tax, to the department, on or 
before the twentieth day of the month next succeeding the quarter in which the tax accrues. 

2. For taxpayers that are authorized to pay on an annual basis, are due and payable monthly in 
the form required by section 42-5018 for the amount of the tax, to the department, on or 
before the twentieth day of January next succeeding the year in which the tax accrues. 

3. Are delinquent as follows: 

(a) For taxpayers that are required or elect to file and pay electronically in any quarter, if 
not received by the department on or before the last business day of the month. 

(b) For all other taxpayers that are required to file and pay quarterly, if not received by 
the department on or before the business day preceding the last business day of the 
month. 

(c) For taxpayers that are required or elect to file and pay electronically on an annual 
basis, if not received by the department on or before the last business day of January. 

(d) For all other taxpayers that are required to file and pay annually, if not received by 
the department on or before the business day preceding the last business day of 
January. 

C. The department may require a taxpayer whose business is of a transient character to file the return 
and remit the taxes imposed by this article on a daily, a weekly or a transaction by transaction basis, and 
those returns and payments are due and payable on the date fixed by the department without a grace 
period otherwise allowed by this section. For the purposes of this subsection, "business of a transient 
character" means sales activity by a taxpayer not regularly engaged in selling within the state conducted 
from vehicles, portable stands, rented spaces, structures or booths, or concessions at fairs, carnivals, 
circuses, festivals or similar activities for not more than thirty consecutive days. 



D. If the business entity under which a taxpayer reports and pays income tax under title 43 has an 
annual total tax liability under this article, article 6 of this chapter and chapter 6, article 3 of this title of 
one million dollars or more, based on the actual tax liability in the preceding calendar year, regardless of 
the number of offices at which the taxes imposed by this article, article 6 of this chapter or chapter 6, 
article 3 of this title are collected, or if the taxpayer can reasonably anticipate such liability in the current 
year, the taxpayer shall report on a form prescribed by the department and pay an estimated tax 
payment each June. Any other taxpayer may voluntarily elect to pay the estimated tax payment 
pursuant to this subsection. The payment shall be made on or before June 20 and is delinquent if not 
received by the department on or before the business day preceding the last business day of June for 
those taxpayers electing to file by mail, or delinquent if not received by the department on the business 
day preceding the last business day of June for those taxpayers electing to file in person.  The estimated 
tax paid shall be credited against the taxpayer's tax liability under this article, article 6 of this chapter 
and chapter 6, article 3 of this title for the month of June for the current calendar year. The estimated 
tax payment shall equal either: 

1. One-half of the actual tax liability under this article plus one-half of any tax liability under 
article 6 of this chapter and chapter 6, article 3 of this title for May of the current calendar year. 

2. The actual tax liability under this article plus any tax liability under article 6 of this chapter and 
chapter 6, article 3 of this title for the first fifteen days of June of the current calendar year. 

E. An online lodging marketplace, as defined in section 42-5076, that is registered with the department 
pursuant to section 42-5005, subsection L: 

1. Shall remit to the department the applicable taxes payable pursuant to section 42-5076 and 
chapter 6 of this title with respect to each online lodging transaction, as defined in section 42-
5076, facilitated by the online lodging marketplace. 

2. Shall report the taxes monthly and remit the aggregate total amounts for each of the 
respective taxing jurisdictions. 

3. Shall not be required to list or otherwise identify any individual online lodging operator, as 
defined in section 42-5076, on any return or any attachment to a return. 

F. A person who is licensed pursuant to title 32, chapter 20 and who is licensed with the department 
pursuant to section 42-5005, subsection M shall: 

1. File a consolidated return monthly with respect to all managed properties for which the 
licensee files an electronic consolidated tax return pursuant to section 42-6013. 

2. Remit to the department the aggregate total amount of the applicable taxes payable pursuant 
to this chapter and chapter 6 of this title for all of the respective taxing jurisdictions with respect 
to the managed properties. 



G. The taxpayer shall prepare a return showing the amount of the tax for which the taxpayer is liable for 
the preceding month, and shall mail or deliver the return to the department in the same manner and 
time as prescribed for the payment of taxes in subsection A of this section.  If the taxpayer fails to file 
the return in the manner and time as prescribed for the payment of taxes in subsection A of this section, 
the amount of the tax required to be shown on the return is subject to the penalty imposed pursuant to 
section 42-1125, subsection A, without any reduction for taxes paid on or before the due date of the 
return.  The return shall be verified by the oath of the taxpayer or an authorized agent or as prescribed 
by the department pursuant to section 42-1105, subsection B. 

H. Any person who is taxable under this article and who makes cash and credit sales shall report such 
cash and credit sales separately and on making application may obtain from the department an 
extension of time for payment of taxes due on the credit sales. The extension shall be granted by the 
department under such rules as the department prescribes. When the extension is granted, the 
taxpayer shall thereafter include in each monthly report all collections made on such credit sales during 
the month next preceding and shall pay the taxes due at the time of filing such report. 

I. The returns required under this article shall be made on forms prescribed by the department and shall 
capture data with sufficient specificity to meet the needs of all taxing jurisdictions. 

J. Any person who is engaged in or conducting business in two or more locations or under two or more 
business names shall file the return required under this article using an electronic filing program 
established by the department. 

K. For taxable periods beginning from and after December 31, 2017, any taxpayer with an annual total 
tax liability under this chapter and chapter 6 of this title of twenty thousand dollars or more, based on 
the actual tax liability in the preceding calendar year, regardless of the number of offices at which the 
taxes imposed by this chapter or chapter 6 of this title are collected, or a taxpayer that can reasonably 
anticipate that liability in the current year, shall file the return required under this article using an 
electronic filing program established by the department. 

L. For taxable periods beginning from and after December 31, 2018, any taxpayer with an annual total 
tax liability under this chapter and chapter 6 of this title of ten thousand dollars or more, based on the 
actual tax liability in the preceding calendar year, regardless of the number of offices at which the taxes 
imposed by this chapter or chapter 6 of this title are collected, or a taxpayer that can reasonably 
anticipate that liability in the current year, shall file the return required under this article using an 
electronic filing program established by the department. 

M. For taxable periods beginning from and after December 31, 2019, any taxpayer with an annual total 
tax liability under this chapter and chapter 6 of this title of five thousand dollars or more, based on the 
actual tax liability in the preceding calendar year, regardless of the number of offices at which the taxes 
imposed by this chapter or chapter 6 of this title are collected, or a taxpayer that can reasonably 
anticipate that liability in the current year, shall file the return required under this article using an 
electronic filing program established by the department. 



N. For taxable periods beginning from and after December 31, 2020, any taxpayer with an annual total 
tax liability under this chapter and chapter 6 of this title of five hundred dollars or more, based on the 
actual tax liability in the preceding calendar year, regardless of the number of offices at which the taxes 
imposed by this chapter or chapter 6 of this title are collected, or a taxpayer that can reasonably 
anticipate that liability in the current year, shall file the return required under this article using an 
electronic filing program established by the department. 

O. Any taxpayer that is required to report and pay using an electronic filing program established by the 
department may apply to the director, on a form prescribed by the department, for an annual waiver 
from the electronic filing requirement.  The director may grant a waiver, which may be renewed, if any 
of the following applies: 

1. The taxpayer has no computer. 

2. The taxpayer has no internet access. 

3. Any other circumstance considered to be worthy by the director. 

P. A waiver is not required if the return cannot be electronically filed for reasons beyond the taxpayer's 
control, including situations in which the taxpayer was instructed by either the internal revenue service 
or the department of revenue to file by paper. 

Q. The department, for good cause, may extend the time for making any return required by this article 
and may grant such reasonable additional time within which to make the return as it deems proper, but 
the time for filing the return shall not be extended beyond the first day of the third month next 
succeeding the regular due date of the return. 

R. The department, with the approval of the attorney general, may abate small tax balances if the 
administration costs exceed the amount of tax due. 

S. For the purposes of subsection D of this section, "taxpayer" means the business entity under which 
the business reports and pays state income taxes regardless of the number of offices at which the taxes 
imposed by this article, article 6 of this chapter or chapter 6, article 3 of this title are collected. 

 

R15-10-302. General Requirements 

A. For tax periods beginning on or after January 1, 1997, corporations which had an Arizona income tax 
liability during the prior tax year of $20,000 or more shall remit Arizona estimated income tax payments 
by an authorized means of transmission. 

B. For tax periods beginning on or after July 1, 2017, taxpayers who, under A.R.S. Title 43, Chapter 4, had 
an average Arizona quarterly withholding tax liability during the prior tax year of $5,000 or more shall 
remit Arizona withholding tax payments by an authorized means of transmission. 



C. The average Arizona quarterly withholding tax liability is determined by dividing the taxpayer’s total 
Arizona withholding tax liability for the calendar year by 4. 

D. For tax periods beginning on and after July 1, 2017, any taxpayer who under A.R.S. Title 42 Chapter 5 
and Chapter 6, Articles 1 and 3, had an annual tax liability during the prior calendar year of $20,000 or 
more shall remit these tax payments by an authorized means of transmission. 

E. For tax periods after July 1, 2015, tobacco tax taxpayers are required to remit tobacco tax payments 
by an authorized means of transmission. 

 

R15-10-303. Voluntary Participation 

A. For tax periods beginning on or after January 1, 1997, a taxpayer who, during the prior tax year, had a 
corporate income tax liability of less than $20,000 may elect to participate in the EFT Program by 
submitting to the Department an electronic funds transfer authorization agreement that complies with 
R15-10-304. 

B. For tax periods beginning on or after July 1, 2017, a taxpayer who, during the prior tax year, had an 
average quarterly withholding tax liability of less than $5,000 may elect to participate in the EFT 
Program by submitting to the Department an electronic funds transfer authorization agreement that 
complies with R15-10-304. 

C. For tax periods beginning on and after July 1, 2017, any taxpayer who has a liquor tax liability may 
elect to participate in the EFT Program by submitting to the Department an electronic funds transfer 
authorization agreement that complies with R15-10-304. 

D. For tax periods beginning on and after July 1, 2017, any taxpayer who, under Title 42 Chapter 5 and 
Chapter 6, Articles 1 and 3, had an annual tax liability of less than $20,000 during the prior calendar year 
may elect to participate in the EFT Program by submitting to the Department an electronic funds 
transfer authorization agreement that complies with R15-10-304. 

E. A taxpayer authorized to participate in the EFT Program shall provide at least 30 days prior written 
notice to the Department if the taxpayer elects to cease voluntary participation in the EFT Program. 

 

R15-10-505. Electronic Signatures for Transaction Privilege and Use Tax 

A. A taxpayer, primary user or delegate user shall do the following to become a registered customer of 
the AZTaxes.gov web site for transaction privilege and use tax purposes: 

1. Provide his legal name and e-mail address, 

a. Create a unique username and password which shall be used to gain access to 
AZTaxes.gov web site, 



b. Select a prescribed number of security questions and submit their answers, 

c. Create a PIN, and 

d. Agree to the Department’s Terms of Service. 

2. By registering as a customer of the AZTaxes.gov website or by continuing to use the 
AZTaxes.gov website, the taxpayer, primary user or delegate user declares that: 

a. The information provided during the AZTaxes.gov registration process is accurate and 
complete, and 

b. If previously submitted, the information contained in the Arizona Joint Tax 
Application is accurate and complete. 

B. A taxpayer that has not obtained a transaction privilege or use tax license from the Department shall 
obtain a license by completing either the mail-in Arizona Joint Tax Application or the online application. 
From and after January 9, 2016 a taxpayer, primary user or delegate user may use his PIN to 
electronically sign the taxpayer’s online Arizona Joint Tax application. 

C. A Delegate User shall do the following to become associated with a taxpayer on the AZTaxes.gov web 
site: 

1. Provide answers to prescribed questions about the taxpayer if the taxpayer has a license, or 

2. Complete the online or mail-in Joint Tax Application and provide answers to prescribed 
questions about the taxpayer. 

D. If filing a taxpayer’s transaction privilege or use tax return by electronic means, an Authorized User of 
the AZTaxes.gov web site shall, from and after July 5, 2016, use his PIN to electronically sign a taxpayer's 
electronic transaction privilege, or use tax returns. By using his PIN, the Authorized User is making a 
declaration, under penalties of perjury that the electronic return is, to the best of his knowledge and 
belief, true, correct, and complete. 

E. To file an electronic transaction privilege or use tax return under subsection (D) above a taxpayer, 
primary or delegate user preparing the electronic return may access the AZTaxes.gov website or other 
website and electronically file the return after signing the return with his PIN. 

F. From and after July 5, 2016, unless otherwise required by Article 3 of this Title and Chapter, an 
Authorized User of the AZTaxes.gov website may pay its transaction privilege and use tax liability by 
electronic check. 
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