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IN THE MATTER OF THE APPLICATION OF COX
ARIZONA TELCOM, LLC FOR EXTENSION OF
ITS WAIVER OF RULE 805 OF THE PUBLIC
UTILITY HOLDING COMPANIES AND
AFFLLIATED INTERESTS RULES (A.A.C. R14-2-
801 et seq.)
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Pursuant to A.A.C. R14-2-806, Cox Arizona Telcom, LLC ("Cox Arizona"), a Delaware

limited liability company, hereby applies for an extension of the waiver of A.A.C. R14-2-805

("Rule 805") that was granted to COX Arizona in Decision No. 68299 (November 14, 2005).
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In Decision No. 68299 Q\Iovember 14, 2005), the Commission granted Cox Arizona its

most recent waiver of Rule 805 of the Commission's Public Utility Holding Companies and

Affiliated Interests Rules, A.A.C. R14-2-801 through A.A.C. R14-2-806 (the "Rules").1 The

waiver granted to Cox Arizona was limited to a 24-month period and was granted from the date of

November 14, 2005. Rule 805 requires an annual filing on April 15 of each year setting forth the

diversification activities and plans of a public utility and its public utility holding company.

Therefore, unless an extension of the waiver is granted, Cox would be required to file a report
23
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1 Genera lly, the  Rules  regula te  the  formation of public utility holding companies  and ce rta in transactions
a nd a ctivitie s  be twe e n public  s e rvice  corpora tions  a nd the ir a ffilia te d inte re s ts . According  to  the
Commis s ion in promulga ting the  Rule s , the  Rule s  a re  intended to: (1) prevent the  commingling of utility
a nd non-utility funds , (2) prohibit c ros s -s ubs idiza tion of non-utility a c tivitie s  by utility ra te pa ye rs ,
(3) pre ve nt ne ga tive  impa ct of non-utility a ctivitie s  on a  utility's  fina ncia l cre dit, a nd (4) e ns ure  tha t the
utility and its  a ffilia te s  provide  the  Commis s ion with the  information neces s a ry to "ca rry out its  regula tory
respons ibilitie s . [See  Decis ion No. 56618 (Augus t 25, l989)]
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unde r Rule  805 on or be fore  April 15, 2008. Because  Cox Ar*izona 's  ope ra tions  repre sents  only a

ve ry s ma ll pie ce  of the  corpora te  s tructure  of Cox Arizona 's  pa re nt, Cox Communica tions , Inc.,

a pplica tion of Rule  805 to Cox Arizona  would be  unre a s ona bly cos tly a nd burde ns ome . Unde r

Rule  805, Cox Arizona  could be  re quire d to supply the  Commiss ion with voluminous  informa tion

5 conce rning corpora te  dive rs ifica tion a ctivitie s  a nd pla ns

Arizona 's  a ffilia te s  -

including tra ns a ctions  be twe e n Cox
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and assessments of affilia te  corporate  structure .

Cox Arizona  re spe ctfully submits  tha t it s hould continue  to be  e xe mpt from Rule  805, a s

provide d  by De cis ion  No. 68299. As  e xp la ine d  be low, Cox Arizona  ope ra te s  in  a  h igh ly

9

1 0

»-l
Q-

u
Lil 1 1

1 2

1 3
=..o§§""3
Et"§§§
388888

88838 15

1 4

m in

3Ia
Q

8
m

8 3. 1 6

1 7

1 8

1 9

20

2 1

22

23

24

25

26

compe titive  environment tha t, in conjunction with the  Commiss ion's  exis ting regula tory measure s ,

a lre a dy e ffe ctive ly pro te cts  cus tome rs  from cros s -s ubs id iza tion  or o the r a ctivitie s  tha t will

de trime nta lly a ffe ct s e rvice  to cus tome rs . More ove r, Rule s  803 a nd 804, a s  a pplica ble  to Cox

unde r De cis ion No. 62582 (Ma y 17, 2000), s till re quire  Cox to s e e k Commis s ion a pprova l for

tra nsa ctions  or a ctivitie s  tha t ha ve  a  ma te ria l impa ct in Arizona . The  Commiss ion will continue  to

be  a ble  to e ffe ctive ly re gula te  Cox Arizona  a s  a ppropria te  in a  compe titive  ma rke t -.- jus t a s  the

Commission has  done  during the  pendency of the  previous waiver of Rule  805.

BACKGROUND

Cox Arizona  is  a  wholly-owned subs idia ry of CoxComb, Inc. CoxComb, Inc.'s  pa rent is  Cox

Communica tions , Inc. ("Cox Communica tions"), a  De laware  corpora tion headqua rte red in Atlanta ,

Georgia . Cox Communica tions  is  one  of the  na tion 's  la rge s t broa dba nd communica tions

companies  and provides  a  va rie ty of se rvices  in numerous  s ta te s , through the  ope ra tion of a  la rge

number of subsidia ries  and other a ffilia ted companies . Those  opera tions  and se rvices  include  cable

te le vis ion, loca l a nd long dis ta nce  te le phone , digita l vide o, a nd high-spe e d Inte rne t a cce ss . Cox

Communica tions  presently has  87 direct and indirect subs idia rie s , including Cox Arizona .

Cox Arizona  (a nd  its  p re de ce s s o r Cox Arizona  Te lcom, Inc .) ha ve  be e n  p rovid ing

compe titive  te le communica tions  se rvice s  in Arizona  s ince  1998. The  revenues  gene ra ted by Cox

Arizona  comprise  le ss  than 4% of Cox Communica tions ' ove ra ll revenues .
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1 BASES FOR THE EXTENSION OF THE

WAIVER oF RULE 805
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Cox Arizona  wa s  orig ina lly g ra nte d a  30-m onth wa ive r from  Rule  805 in  De c is ion No.

62582 (Ma y 17, 2000). De cis ion No. 66234 (S e pte mbe r 16, 2003) gra nte d a n a dditiona l 30-month

wa ive r of Rule  805, e ffe ctive  Nove mbe r 17, 2002. De cis ion No. 68299 the n e xte nde d the  wa ive r

for 24 months  e ffective  November 14, 2005 .

Cox Arizona  s ub m its  tha t a p p lica tion  of Rule  805 to  Cox Arizona  a nd its  p ub lic  u tility

holding  com pa ny continue s  to  be  both unne ce s s a ry a nd unre a s ona b ly burde ns om e .

De cis ion No. 66234 a t line  17, pa ge  4, note d tha t "The  a pp lica tion of Rule  805 is  unne ce s s a ry

whe re  a  pub lic  utility com pa ny like  Cox Arizona  ope ra te s  in a  com pe titive  e nvironm e nt, la cks

monopoly powe r, a nd ge ne ra te s  re ve nue  in Arizona  tha t re pre s e nts  only a  s ma ll portion of its  tota l

corpora te  re ve nue s ." While  De c is ion No. 68299 note d tha t Cox Arizona  ha s  be com e  a  m a jor

te le com m unica tions  provide r in Arizona , the  fa cts  re m a ine d tha t Cox Arizona  doe s  not pos s e s s

m onopoly powe r a nd tha t Cox Arizona  s till pa rtic ipa te d in a  highly com pe titive  loca l e xcha nge

environment. See  Decis ion No. 68299 a t line  22, page  9 through line  3, page  10.

On its  fa ce , Rule  805 would pote ntia lly re quire  s ubm is s ion of re a m s  of inform a tion for

Commis s ion re vie w a nd e va lua tion conce rning dive rs ifica tion a ctivitie s  a nd p la ns . For ins ta nce ,

a long with the s e  pla ns , Cox Arizona  a nd its  holding compa ny would ha ve  to file  othe r informa tion

including, but not limite d to, fina ncia l s ta te me nts  for e a ch s ubs idia ry, a  de s cription of the  pla ns  for

the  utilitie s ' s ubs idia rie s  to cha nge  bus ine s s  a ctivitie s , a n a s s e s s m e nt of the  e ffe ct of p la nne d

a ffilia te d a ctivitie s  on the  utility's  ca p ita l s tructure , the  ba s e s  upon which the  holding  com pa ny

a lloca te s  cos ts , the  dolla r a m ount tra ns fe rre d be twe e n the  utility a nd e a ch a ffilia te , a nd m os t

contracts  be tween a ffilia te s  and the  utility. Thes e  meas ure s  a re  impos ed, pre s umably, to de te r any

pote ntia lly ne ga tive  impa ct on Arizona  ra te pa ye rs  re s ulting from s uch a ctivitie s . For Cox Arizona ,

howe ve r, this  would involve  hundre ds  of ma n-hours  a nd s e ve ra l thous a nds  of dolla rs  to compile

and review a ffilia te  trans actions  be tween Cox Arizona , its  pa rent companie s  and a ll of the  a ffilia te s
27
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to de te rmine  wha t re la te s  to Rule  805 a nnua l re porting re quire me nts . S ince  the  numbe r of

transactions  subject to Rule  805 depends  on the  number, type , and na ture  of each transaction, the

actua l cos t would vary from year to year.

Cox Arizona  a cknowle dge s  tha t the  Rule s  a re  a ppropria te  in the  conte xt of utilitie s  whose

re ve nue s  in la rge  pa rt re sult from the  provis ion of intra s ta te  monopoly utility s e rvice s . Monopoly

se rvice  revenues  might imprope rly capita lize  the  non-regula ted a ffilia te  bus iness  activitie s  of such

utilitie s , with utility ra te pa ye rs  both pote ntia lly be a ring the  risk of fa ilure  a nd pa ying highe r rates
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tha n ne ce s sa ry for monopoly se rvice . S uch a ctivitie s  would unjus tly burde n consume rs  of the se

Unde r those  circums ta nce s , the  role of Rule  805 in monitoring non-re gula te d
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utility s e rvice s .

utility activitie s  a re  prudent and clea rly se rve  to furthe r the  public inte res t.

In contra s t to a  monopoly provide r, however, applica tion of Rule  805 is  unnecessa ry where
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Due  to compe titive  ma rke t force s  in e ffe ct in Arizona , Cox Arizona  ha s  no ince ntive  or

a bility to cha rge  unduly high or a bove -ma rke t price s  tha t could be  us e d to fund or s ubs idize

unre gula te d a ffilia te s , or to commingle  utility a nd non-utility funds  in a  ma nne r tha t is  ha rmful to

Arizona  cons ume rs . More ove r, the  va s t ma jority of a ffilia te  tra ns a ctions  tha t would ne e d to be

re porte d unde r Rule  805 a re  e ithe r na tiona l or pe rta in e xclus ive ly to inte re s ts  in othe r s ta te s .

The re fore , mos t a ffilia te  tra ns a ctions  ha ve  little , if a ny, impa ct on Arizona . Howe ve r, if s uch

activitie s  do have  a  ma te ria l impact on Arizona , Cox Arizona  mus t s till comply with Rule s  803 and

804.224
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2 Decision No. 62582 requires a notice of intent to enter into transactions listed under Rule 803 when the transaction is
likely to result in: (1) significant increased capital costs of the Arizona operations; (2) significant additional costs
allocated or charged directly to the Arizona jurisdictions, of (3) a significant reduction of net income to the Arizona
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4



opera tions  - while a lso requiring Commiss ion approva l under Rule 804 for transactions  likely to have materia l adverse
effect on Arizona  opera tions .
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Furthe r, the  re que s te d wa ive r of Rule  805 ha s  be e n in e ffe ct for ove r s e ve n a nd one -ha lf

ye a rs  with no a dve rse  e ffe ct on Arizona  consume rs . The  Rule  805 wa ive r should continue  give n

tha t la ck of a dve rs e  impa ct, the  unne ce s s a ry re porting burde n Rule  805 would pla ce  on Cox

Arizona  and the  Colnmiss ion's  othe r exis ting regula tory authority ove r Cox Arizona .

RELIEF REQUESTED

Cox Arizona  re que s ts  tha t the  Commiss ion grant an e xte ns ion of the  wa ive r of Rule  805.

The  pre vious  wa ive r ha s  not re s ulte d in a ny de trime nta l impa ct on Cox cus tome rs  or Arizona

consumers in genera l.
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RES P ECTFULLY S UBMITTED J a nua ry Z N 92008.

Cox ARIZONA TELCOM, LLC
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By
Micha e l W. P a tte n
ROSHKA DEWULF & PATTEN, PLC
One  Arizona  Ce nte r
400 East Van Buren Stree t, Suite  800
P hoe nix, Arizona  85004
(602) 256-6100

ORIGINAL + 13  COP IES of the  foregoing
filed January 3 5 , 2008, with:

Docke t Control
ARIZONA CORPORATION Commlsslon
1200 West Washington
P hoe nix, Arizona  85007
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