
Appendix B 
Comments on Preliminary Proposal &  

Responses to Comments 
 

Allocation to Central Arizona Water Conservation District 
 
Comment No. 1: Central Arizona Water Conservation District’s (CAWCD) allocation should be 
maintained at its adjusted post-1987 amount because the Central Arizona Project’s (CAP) impact 
extends to all of Arizona.  The best use of the Hoover resource is to grant the full requested 
allocation for use by the CAP, which will benefit all CAP and non-CAP users in the State. 
 

Response:  Upon consideration of the comments, the Authority agrees that CAWCD’s 
allocation of post-2017 Hoover power should be increased from the 149.701 MW 
allocation presented in the Preliminary Proposal to 161.600 MW of Schedule B capacity 
and associated energy, or the amount provided in the 1987 allocation.  Operation of the 
CAP benefits the entire state, and further reduction to CAWCD’s risks the ability of the 
CAP to operate at lower lake levels.  Although the Authority maintains that it cannot 
reasonably guarantee power to any user and very low lake levels, the Authority can 
provide the additional capacity and energy to CAWCD up to 161.600 MW in order to 
help mitigate low lake level impacts to the CAP.  

 
Comment No. 2: There is nothing in the Hoover Power Plant Act, the Amended Navajo 
Marketing Plan, or Title 45 to support a reduction in CAP’s allocation.  It is contrary to the 
purposes of the State Water and Power Plan.  CAP’s Hoover allocation facilitates the continued 
sale of Navajo Surplus, which helps reduce CAWCD’s repayment obligation. 
 

Response: The Authority increases CAWCD’s allocation from the amount provided in 
the Preliminary Proposal to 161.600 MW of Schedule B capacity and associated energy 
in the Final Marketing Plan.  The Final Marketing Plan allocates power equably by 
providing CAWCD with the same capacity allocation it received in the 1987 allocation, 
thereby limiting the impact associated with the cost of obtaining ancillary services from 
other sources besides Hoover.  It also achieves widespread, practical use of the Schedule 
B resource by providing allocations to current non-CAWCD Schedule B customers such 
as the City of Mesa and the Ak-Chin Indian Community.  These entities are existing 
customers with allocations that were recaptured, and they would not otherwise receive an 
allocation unless some amount of Schedule B power was available. 
 
Notwithstanding this increase, the Authority maintains that it has the discretion to reduce 
CAWCD’s allocation from the quantity provided in 1987.  The Authority may look to the 
qualitative allocation principles in state law to guide its Schedule B power allocations.  
Specifically, the Title 30 provisions that direct the Authority to allocate power in an 
equable manner, and at levels that encourage widespread practical use.   
 
None of the authorities cited in the comment mandate that the Authority allocate a certain 
amount of Hoover power to CAWCD, and none of the authorities preclude a reduction 
from CAWCD’s 1987 allocation as part of the post-2017 Hoover allocation.  Rather, the 
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significant allocation CAWCD has historically received (approximately 40% of Hoover 
capacity available to the State) has been an exercise of discretion by the Authority.  If 
circumstances change in the future, the Authority may reach a different decision. 

 
Comment No. 3: CAP’s Hoover allocation provides a critical resource to meet ancillary services 
requirements, which are not commercially available and without which CAP cannot operate.  
Lake Mead could be below elevation 1050’ by the time the new allocations are effective, at 
which point CAWCD would be below 100 megawatts (MW) based on the proposed allocation.  
The day should be postponed as long as possible. 
 

Response:  The Authority has decided to increase CAWCD’s capacity allocation of 
Schedule B power from the amounts provided for in the Preliminary Proposal to 161.600 
MW and associated energy in the Final Marketing Plan.  See Response to Comment 
No. 1.  However, this larger allocation does not guarantee CAWCD’s access to the 
Hoover dynamic signal.  The Commission has not yet received comments or deliberated 
on how to distribute the dynamic signal for the post-2017 period.  This process will occur 
following the issuance of the Final Marketing Plan. 

 
Comment No. 4: The suggested allocation to CAWCD is inconsistent with the other parts of the 
Preliminary Proposal regarding allocations to other existing customers.  CAWCD’s allocation is 
arbitrarily decreased using a “minimum power necessary” standard while other existing 
customers received substantially the same as the customers’ post-1987 Hoover power 
allocations. 
 

Response: The allocation to CAWCD in the Preliminary Proposal balanced the 
importance of CAP to Arizona with the qualitative principles that guide the Authority’s 
allocations.  The Authority took a protective approach in allocating power to CAWCD, 
while at the same time making Schedule B allocations available to other applicants.  This 
diligence and additional review of the impacts of any reductions to CAWCD’s allocation 
reflects the Authority’s recognition of the importance of the CAP to the State.  The 
Authority recognizes there are certain risks to CAWCD with this approach, as explained 
in the response to Comment No. 3.  As a result, the Final Marketing Plan increases 
CAWCD’s allocation as compared to the Preliminary Proposal by providing an allocation 
of 161.600 MW of Schedule B capacity and associated energy. 

 
Comment No. 5: CAWCD uses all of its available Hoover energy to meet its need for ancillary 
services, maximize the availability of Navajo Surplus, and keep water rates as low as possible. 
 

Response:  The Authority notes the comment.  
 
Comment No. 6: CAWCD water rates are under a lot of pressure already, given the issues 
affecting Navajo Generating Station.  Having less Hoover power may cause CAWCD to obtain 
ancillary services from another source, leading to increased power rates.  Higher CAP power 
costs will translate into higher CAP water rates.  
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Response:  The Authority questions whether the proposed reduction to CAWCD’s 
allocation presented in the Preliminary Proposal would, in fact, affect CAP water rates 
for subcontractors.  Hoover power represents a very small portion of CAWCD’s power 
profile, and the Preliminary Proposal would have resulted in a reduction of only about 7-
8% of Hoover power.  This likely would have amounted to less than 1% change in 
CAWCD’s total power resources portfolio.  Nonetheless, the Authority has decided to 
increase CAWCD’s allocation of Schedule B power to 161.600 MW and associated 
energy in the Final Marketing Plan for other reasons.  Primarily, it is vital to protect CAP 
operations for the benefit of the State, and allocating Hoover power to CAWCD provides 
the widest practical use of the resource.  The Authority recognizes the CAP’s unique 
need for ancillary services that may not be available on the market, and a larger allocation 
may facilitate CAWCD’s ability to acquire those services.  See also Response to 
Comment No. 1 

 
Comment No. 7:  CAWCD has paid the single largest share of the costs of the Hoover Uprating 
project and is the most important source of revenue for APA bonds. 
 

Response:  The Authority appreciates the financial stability of CAWCD, as well as its 
other customers, whose post-1987 Power Sales Contracts the Authority has pledged as 
security for Authority bond issues.   

 
 

Alternative Allocation 
 
Comment No. 8: Awarding a CAP water contractor a Hoover allocation raises significant equity 
issues.  These contractors already receive the benefit of Hoover power through CAWCD.  
Municipal allottees in D-2 will be worse off if CAWCD’s allocation of Schedule B power is 
reduced.  The Preliminary Proposal should be modified to remove CAP contractors from D-2, 
which would free up D-2 power.  Arizona Electric Power Cooperative (AEPCO) should be 
allocated this D-2 power, and CAWCD’s allocation should be restored.   
 

Response:  The Authority carefully considered the numerous comments offered 
suggesting that the Authority should not allocate D-2 power to municipalities that receive 
CAP municipal and industrial (M&I) water.  At the same time, the Authority took 
seriously the comments from some of the municipalities that receive CAP water 
indicating that they would not use Hoover allocations for any activity related to CAP 
water deliveries and that these municipalities intend to use Hoover power for wastewater 
treatment and reclamation, as well as groundwater pumping.  Even if these municipalities 
use the Hoover resource to reduce costs for water supply and water treatment services, 
there is no guarantee that this cost savings will be passed on to the consumer.  The 
municipalities may use the cost savings to offset costs in another department, for 
example, and balance the overall budget.  (The Authority notes that Metropolitan 
Domestic Water Improvement District explained it does not provide other services—only 
water supply—and any savings would result in lower rates for customers.)   
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Ultimately, the Authority finds that it is necessary to increase CAWCD’s allocation in 
order to mitigate further against the impacts of low lake levels on CAP operations.  
Protecting CAP operations benefits the M&I subcontractors because it ensures there will 
be less risk of disruption in operations or increased costs for replacing the Hoover 
resource.  Increasing CAWCD’s allocation, however, means there is no longer available 
Schedule B capacity and energy to allocate to AEPCO.  The Authority must consider the 
individual distribution cooperatives for allocations of Schedule D power.  Including all of 
the eligible new allottees (except the specific entities that were not considered for other 
reasons explained herein) in the D-2 allocation would result in very small allocations for 
each new allottee, even with the imposition of a maximum allocation amount of 1 MW.  
Eighteen of 29 allottees would receive an allocation of less than 300 kW.  This 
methodology does not result in practical, useful allocations for all of the allottees.   
 
Accordingly, the Authority finds that a limiting criterion for Schedule D power is 
necessary.  The Authority did not consider new allottees for a D-2 allocation if the 
applicant is both a CAP M&I subcontractor and a recipient of a D-1 allocation from 
Western.  CAP M&I subcontractors receive the benefit of CAP M&I water, which is a 
valuable, firm resource, and will receive the benefit of the Hoover resource through 
CAWCD’s allocation and the valuable effect of CAWCD’s allocation on CAP 
operations.  Additionally, if a CAP M&I subcontractor also received a D-1 allocation, 
then it is receiving the benefit of Hoover power directly through an allocation from 
Western.  Applying this “screen,” City of Chandler, City of Glendale, City of Peoria, City 
of Phoenix, City of Scottsdale, City of Tempe, and Metropolitan Domestic Water 
Improvement District are excluded from consideration for D-2 power.   

 
Comment No. 9: The Authority should not add allocations to applicants who received D-1 
allocations.  The Preliminary Proposal fails to fully recognize and weigh the material 
contribution of the D-1 allocations toward the Authority’s goals of achieving widespread use and 
optimizing the breadth of economic benefit from the Hoover resource.  Non-tribal Arizona 
allottees have already received 17,584 kilowatts (kW) of D-1 power, which must be recognized.  
It is unnecessary to add a second helping of Hoover power to municipalities that were already 
meaningfully recognized in the D-1 process while reducing the allocation to CAP.   
 

Response:  The Authority does consider each applicant’s federal hydropower resources, 
including D-1 allocations by normalizing the five-year average peak demand for each 
applicant, as described in the Final Marketing Plan.  See also Response to Comment 
No. 8.   

 
Federal Resources 

 
Comment No. 10: Western allocated 115 kW of Schedule D power to the City of Globe.  This 
resource appears to be omitted from the Preliminary Proposal. 
 

Response: The City of Globe’s application did not include the 115 kW of D-1 capacity 
and associated energy that it received from Western.  The Authority’s Final Marketing 
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Plan accounts for the 115 kW of Schedule D capacity and associated energy that Globe 
received from Western. 

 
Comment No. 11: The Preliminary Proposal states that AEPCO does not receive federal 
hydropower resources.  This is incorrect.  AEPCO receives an allocation of Parker Davis in the 
amount of 23,637 kW, and CRSP power in the amount of 9,398-18,669 kW.   
 

Response: The Authority has confirmed that AEPCO receives other federal hydropower 
resources.  The Final Marketing Plan accounts for the federal resources that AEPCO 
receives from both the Parker Davis Project and the Colorado River Storage Project 
(CRSP). 

 
Comment No. 12: Salt River Project is listed as receiving no additional federal power.  SRP’s 
application lists other federal power in the power supply section. 
 

Response: The Authority has confirmed that SRP receives other federal hydropower 
resources.  The Final Marketing Plan accounts for the federal resources that SRP receives 
from both the Parker-Davis Project and the CRSP. 

 
Comment No. 13: Over the last couple of years, the loads for Ocotillo Water Conservation 
District (OWCD) have changed such that the peak demand occurs in the month of October rather 
than in the typical summer months.  The amounts of CRSP power available to OWCD in 
October are significantly lower than the resource available in the summer months.  It would be 
incorrect to apply the summer SHP number to the peaks occurring in the winter.  When actual 
Hoover power received is compared to OWCD’s demand, it is apparent that OWCD is resource 
deficient in each year with the exception of 2012.  The CRSP capacity for OWCD’s peak month 
should be considered, and if reasonable, all or part of the 275 kW should be returned to OWCD. 
 

Response: For any applicant reporting CRSP resources, the Authority used the highest 
monthly capacity for Sustainable Hydropower (SHP) to evaluate excess federal 
resources.  Applicants, including OWCD, display historic long-term variability in the 
peak demand month for any given year.  Further, the land uses in some applicant 
territories, including OWCD’s, are shifting from agricultural to urban uses, which tends 
to shift the applicant’s peak demand month.  This urbanization is occurring at different 
rates for different applicants.  Given this variability, and the uncertainty that the future 
brings in terms of land uses and monthly peak demands, the Authority risks allocating 
more power than an applicant reasonably needs.  To do so would be inconsistent with the 
Authority’s obligations to reasonably consider an applicant’s other federal resources, and 
to economically and practically allocate power.  See A.R.S. §§ 30-123(A), 30-124(B); 
A.A.C. § R12-14-201(K).  Therefore, the Authority used a standardized, conservative 
approach in considering an applicant’s other federal resources that ensures the Authority 
does not allocate more Hoover power than an applicant needs.  See also Response to 
Comment No. 14.  As a result, the Final Marketing Plan does not “return” any capacity or 
associated energy to OWCD. 

 



Appendix B 
Responses to Comments on Preliminary Proposal 
	  

	  6 

Comment No. 14: The amounts of Salt Lake City Area Integrated Projects (SLCA/IP) capacity 
and energy are taken from contractual exhibits and cannot be shifted between months.  APA 
should either average the SLCA/IP SHP capacity, or use the SCLA/IP capacity in the month of 
peak demand so as to not penalize the customers for excess resources when the customers does 
not in fact have sufficient resources to serve their load in peak months. 
 

Response: A standardized methodology was used to calculate the normalized 5-year peak 
for each applicant.  As applicant’s annual peak demands, loads, level of urbanization, 
hydropower availability, and seasonal peak demands may all change over the term of the 
contracts, a conservative methodology was used for the normalized 5-year peak 
calculation.  See also Response to Comment No. 13. 

 
Financial Showing 

 
Comment No. 15: It is acceptable to ask recipients of a post-2017 Hoover allocation to provide 
APA with two months of prepayments.  However, APA should establish criteria for how many 
months of timely payments would be necessary before the entity’s prepayments are returned.   
 

Response: The Authority will address the specific terms of any prepayments following 
the issuance of the Final Marketing Plan.   

 
Comment No. 16: Allowing recipients of post-2017 Hoover power to demonstrate the ability to 
pay by accepting timely billing payment history with a power supplier is an appropriate method.  
This showing should take the form of a certification from the recipient’s power supplier. 
 

Response: Ultimately, the Authority must receive assurance of a recipient’s ability to 
pay.   The Authority will accept certifications from a post-2017 recipient’s power 
supplier showing past performance of timely billing payments.  The Authority also 
retains its discretion to request additional or alternative forms of proof of a recipient’s 
timely billing payment history. 

 
Power Purchase Certificates 

 
Comment No. 17: A Power Purchase Certificate is not needed for Schedule D-1 and D-2 power. 
 

Response: The Authority concurs.  Neither Title 30 nor Title 45 contemplate Schedule D 
power.  State law does not require the Authority to allocate Schedule D power in a 
specific manner.  Therefore, the Authority, as a matter of policy, will not require an entity 
receiving Schedule D power (including both D-1 and D-2 power) to obtain a Power 
Purchase Certificate. 

 
Comment No. 18: The Power Sales Contracts are dated September 15, 1986, not the Power 
Purchase Certificates, which are collectively dated March 27, 1987.  Further, not all Power 
Purchase Certificates may be dated the same.  Some have been amended and have a later date.  
This sentence should be revised to delete the date and simply refer to existing Power Purchase 
Certificates. 
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Response: The Authority addressed this comment in the Final Marketing Plan by 
deleting the date “September 15, 1986,” and stating: “The Authority will not require an 
entity holding an existing Power Purchase Certificate that includes a termination 
provision to reapply for a Power Purchase Certificate as a prerequisite to executing a 
post-2017 Power Sales Contract.” 

 
Reallocation of Power Allocations That Are Rejected 

 
Comment No. 19:  Commenters offered various ideas and positions on how APA should 
reallocate power allocations that are rejected, including the following: 
 

(a) If Schedule A power is refused, the rejected power should be redistributed among the 
remaining Schedule A allottees. 
 

(b) If some of the new districts decline to accept and contract for their allocation of post-
2017 Schedule A power, then such declined allocations should be allocated 
proportionately to the post-1987 Schedule A customers.  

 
(c) Declined allocations of Hoover A, B, or D should be reallocated in a manner that will, 

in effect, mitigate the additional one percent “haircut” reductions of the proposed 
Schedule A allocation. 

 
(d) If any of the new districts decline their post-2017 allocation, then the declined 

allocation should be reallocated proportionally to the remaining new irrigation 
districts. 

 
(e) APA should reallocate any Hoover power that is rejected or not accepted by 

proportionally allocating that power to all remaining entities in Schedule D.  This is 
the only fair reallocation option available as it causes no harm to other entities 
receiving allocation of any category of post-2017 Hoover power and simply increases 
the allocations of those other entities who are receiving allocations from the limited 
Schedule D pool.  The second proposed reallocation methodology in the Preliminary 
Proposal would harm irrigation districts that received an allocation of Schedule A. 

 
(f) Schedule D power that is rejected should be proportionally reallocated among the 

remaining Schedule D entities given that the Schedule D pool is 16.5 times smaller 
than the Schedule A pool. 

 
(g) Provided that one or more prospective D-2 contractors are unable to sign a contract 

with the Authority, the Authority should re-allocate power within the D-2 pool to D-2 
contractors who have less than 1 MW allocated in the Preliminary Proposal.  

 
(h) If a proposed allottee does not end up contracting for its proposed allocation, then its 

allocation should be allocated to the CAP. 
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Response:  Given the variability in the hypothetical circumstances and proposals in the 
comments, plainly, there are many different possibilities that could occur following the 
issuance of the Final Marketing Plan with respect to declined allocations.  Rather than 
developing a formula now, without the benefit of knowing the specific circumstances of 
why proposed recipients are declining allocations and which entities remain, the 
Commission will retain its discretion and reallocate any capacity and energy allocations 
that have been declined at later date, with one exception.  As explained in the response to 
Comment No. 48, HoHoKam Irrigation & Drainage District (HoHoKam) will be given 
the option to accept the first 250 kW and associated energy that is rejected by the 
recipients of Schedule A allocations.  Any additional allocations to recipients of post-
2017 Hoover power resulting from declined allocations will be addressed in the Power 
Sales Contract.   

 
Red Book 

 
Comment No. 20: APA previously took the position in the Final Draft Plan that “the Red Book, 
and the allocation principles and methods set forth therein, do not control the Authority’s 
allocation of post-2017 power.” 
 

Response:  The Authority has not taken the position that the Red Book and the allocation 
principles and methods set forth therein, do not control the Authority’s allocation of post-
2017 power.  The Final Draft Plan explains in the introductory paragraphs that the 
document is a recommended proposal from the Authority’s technical and legal 
consultants and that the Authority has not adopted any position with respect to these 
recommendations or conclusions.  Further, the Commission adopted a policy resolution 
on March 17, 2015, giving staff the following direction for preparing the Preliminary 
Proposal: in the event the Preliminary Proposal, or the final allocation differs from the 
Red Book, the Commission will identify where the Preliminary Proposal differs from the 
Red Book and provide the rational for proceeding in this manner.  This is the approach 
taken in the Preliminary Proposal.  See Preliminary Proposal 9 (“In some instances, this 
Preliminary Proposal for allocation of post-2017 Hoover power differs from the positions 
taken in the Red Book.  Where this occurs, the Authority provides its rationale and basis 
for the difference.”). 

 
Comment No. 21: The Red Book provides a longstanding administrative interpretation of the 
application of legal principles and should be accorded that status.  By rejecting longstanding 
interpretation of law as a construct, the Authority subjects its ultimate decision to review on a de 
novo basis as to every legal issue raised in the process. 
 

Response: The Authority has not taken a position in the Preliminary Proposal or the Final 
Marketing Plan on whether the Red Book provides longstanding administrative 
interpretations of law applicable to the allocation process.  Rather, the Preliminary 
Proposal and the Final Marketing Plan simply state that in some instances, it differs from 
the Red Book, and where it does so, the Authority provides its rationale and basis for the 
difference.  
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Consideration of Red Rock Irrigation and Drainage District’s Application 
 
Comment No. 22: The Authority is not bound to one course of action presented in the 
Preliminary Proposal, and it may modify the proposal as a result of further deliberation and 
public comments. 
 

Response:  The Authority concurs that it is not bound to the allocation presented in the 
Preliminary Proposal and that the allocation may be modified in response to comments 
and upon further deliberation among the Commissioners.  

 
Comment No. 23: At the March 17, 2015 Authority meeting, the Authority passed resolutions 
that do direct harm to potential new districts who may have wanted to apply or did apply for an 
allocation of post-2017 Hoover power. 
 

Response: On March 17, 2015, the Commission adopted a number of policy resolutions 
in which the Commission gave preliminary direction to staff for the preparation of the 
Preliminary Proposal.  In Resolution 15-2, the Commission instructed to prepare the 
Preliminary Proposal based upon the premise that a district must be formed as of the due 
date for the application of electric service to be eligible as a “district” as that term is 
defined for purposes of Title 30.  However, this Resolution was not the reason that the 
Authority did not consider the application of Red Rock Irrigation and Drainage District  
(Red Rock) in the Preliminary Proposal.  See Response to Comment No. 23.  

 
Comment No. 24: The Authority did not evaluate the additional information provided by Red 
Rock in response to the Authority’s letter.  Once Red Rock furnished the updated material, 
instead of using such data to clarify or help the applicant, the Authority used the information to 
exclude Red Rock’s application from consideration.  The Authority still read the application with 
the prior responses in the blanks.  If the applicant updates the information, including the 
applicant’s name, within a timeframe requested by the agency, the Authority does not have 
discretion to then arbitrarily decline to use it.  The Authority has not explained how the 
application is incomplete.  The Preliminary Proposal does not provide its analysis or reasoning 
why a district that is in formation and is not a recognizable “operating unit” cannot receive an 
allocation at this time. 
 

Response:  The Authority disagrees that it did not provide its reasoning or analysis for 
not considering Red Rock’s application in the Preliminary Proposal, but will further 
elaborate in this response and in the Final Marketing Plan.  Red Rock Agriculture 
Improvement and Power District filed an application by the deadline, declaring that Red 
Rock is an “Agriculture & Irrigation District” formed under Title 48, Chapter 20, on 
March 21, 2014.  In response to the Authority’s written request to provide clarification on 
the name of the applicant, the corresponding enabling statute under which it was formed, 
and the final order of the county board of supervisors approving formation, Red Rock 
informed the Authority that the name of the applicant is “Red Rock Irrigation and 
Drainage District” and that it is in the process of formation under Title 48, Chapter 19.   
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According to this response, the applicant—whether titled as Red Rock Agriculture 
Improvement and Power District or Red Rock Irrigation and Drainage District—did not 
provide information that “was true and correct to the best of [the authorized 
representative’s] information, knowledge, and belief,” despite the representative’s 
signature on the application and certification to the contrary.  The Authority considered 
the supplemental information provided by Red Rock in its June 3, 2015 correspondence, 
in which Red Rock confirmed that “Red Rock Irrigation and Drainage District” is in the 
process of formation.  Based on this information, the Authority concluded the applicant is 
not a “district” for purposes of Title 30.   
 
Additionally, the applicant has not provided any information to indicate that it qualifies 
as another eligible entity.  To be eligible for an allocation of Hoover power under Title 
30, the applicant must be a “person” or “operating unit.” A.R.S. § 30-121(C).  A “person” 
is any natural person engaged in the distribution of electric power, mutual and 
cooperative concerns or organizations, corporations, firms, business trusts, and 
partnerships.  Id. § 30-101(6). An “operating unit” is any district, state agency, federal 
Indian agency, city, or town.  Id. § 30-101(5).  Red Rock has not provided any 
information to the Authority to allow the Authority to conclude that it is a “person” or 
“operating unit.” 
 
To be eligible for an allocation of Hoover power under Title 45, the applicant must, in 
effect, be a municipality, district, or public utility (as those terms are defined in Title 45) 
that resells or distributes power.  A.R.S. §§ 45-1702, 45-1708(B), 45-1710.  Red Rock 
has not provided any information to the Authority to allow the Authority to conclude that 
it is a “municipality,” “district,” or “public utility” that resells or distributes power.  Thus, 
the Authority did not consider Red Rock’s application when developing the Preliminary 
Proposal or the Final Marketing Plan.   
 
Although Red Rock is not currently constituted as an entity that is eligible for an 
allocation of post-2017 Hoover power under Title 30 or 45, the Authority notes in the 
Final Marketing Plan that it will consider Red Rock for an allocation of any Hoover 
power that the Authority reallocates as a result of an allottee declining, or otherwise 
being unable to take, an allocation; provided that Red Rock is formed by the time of any 
reallocation process.   

 
Reimbursement 

 
Comment No. 25: The Authority should remit repayable advances to the existing customers with 
post-1987 Schedule A or B allocations, possibly in the form of a bill-credit.  The existing 
customer base for Hoover power has borne the brunt of these investments for many years and 
should be the recipient of these funds.  It would be inappropriate to use those funds to reduce 
rates to all post-2017 customers.  Additionally, the Authority should require new customers to 
pay a proportionate share of the legal and engineering consulting costs incurred by it for this 
process.  In addition, new contractors need to know what the price of admission is. 
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Response: Under the 2011 Act, new allottees must pay a pro rata share of Hoover Dam 
repayable advances paid for by federal contractors prior to October 1, 2017, and Western 
must remit such amounts to the federal contractors in proportion to the amounts paid by 
such contractors as specified in Section 6.4 of the Implementation Agreement.  43 U.S.C. 
§ 619a(a)(5)(D).  After the issuance of the Final Marketing Plan, the Authority will 
develop a proposal on how to address repayable advances remitted to the Authority.  The 
Authority will also investigate whether to require new customers to pay some share of the 
legal and engineering consulting costs of the post-2017 allocation process, and if so, the 
methodology or approach for doing so.  The Authority agrees that new customers need to 
know the “price of admission,” that is, the total costs associated with entering into a 
Power Sales Contract, to determine whether accepting an allocation is economical for the 
specific entity.  However, the Authority has not had the opportunity to fully examine the 
issues and receive comments from all post-2017 recipients from Hoover power.  This task 
will be a priority following the issuance of the Final Marketing Plan.   

 
Comment No. 26: Funds that have been collected to pay APA operating costs for the 
administration of the Hoover resource are APA public funds.  To collect funds from entities 
which were not APA customer during the post-1987 period and then “gift” those funds to post-
1987 customers who were and are already contractually obligated to pay those costs may 
constitute a gift of public funds under the Gift Clause of the Arizona Constitution. 
 

Response:  As part of its decision on reimbursement, the Authority will research whether 
it may lawfully require entities that were not APA customers during the post-1987 period 
to pay some share of the legal and engineering consulting costs for the post-2017 
allocation process following the issuance of the Final Marketing Plan.  

 
Comment No. 27: The Gift Clause in the Arizona Constitution most likely requires the APA to 
charge new entrants a portion of the costs being incurred by the APA.  Failing to assess these 
costs for the allocation process and contracting process against the new entrants constitutes a 
subsidy.  The new contractors are beneficiaries of the process; they must share in the cost 
creating the benefit or they will be given a subsidy.  
 

Response: See Response to Comment No. 26. 
 

Schedule A Allocation Provided in Preliminary Proposal 
 
Comment No. 28: The 2011 Act made a specific allocation for new entrants in Arizona, thus 
assuming that existing APA customers would remain allottees.  New applicants, including 
districts, should be limited to applying for D-2 only.  Congress, in passing the 2011 Act, carved 
out a pool and clearly intended to limit new applicants to receive this resource.  Allocations to 
post-1987 customers should mirror the 2011 Act formula and result in in a 5% reduction in 
energy from the post-1987 Hoover power allocation.  All other existing Hoover customers in 
California and Nevada are only receiving a 5% reduction.  This larger reduction is inconsistent 
with the federal legislation and the expectation that the creation of a new entrant pool would be 
all that was asked of the existing customers. 
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Response:  The 2011 Act provides that Western shall allocate “11.1 percent of the 
Schedule D contingent capacity and firm energy to . . . the Arizona Power Authority for 
allocation to new allottees in the State of Arizona.”  43 U.S.C. § 619a(a)(2)(D)(i).  The 
2011 Act does not contain any language that similarly restricts the Authority’s discretion 
to allocate contingent capacity and firm energy from Schedules A or B.  The Authority is 
grateful for the post-1987 customers’ dedication and efforts in supporting the federal 
legislation and assuring Arizona’s entitlement to the Hoover resource for the next fifty 
years.  In allocating power for the next fifty years, the Authority must also consider the 
state law mandates to dispose of power “as nearly as practical  . . . in an equable manner 
so as to render the greatest public service and at levels calculated to encourage the widest 
practical uses of electrical energy,” A.R.S. § 30-124(B), and to give preference to 
districts, id. § 30-125.  The Authority finds that the best way to achieve these goals is to 
redistribute a marginal amount of Schedule A capacity and energy to new districts.  The 
post-1987 Schedule A customers remain in as nearly as good of a position (an additional 
one percent reduction), and the new districts also have access to this valuable resource to 
serve their customers, which include agricultural customers.  
 
To the extent this result may be different than the results in California and Nevada, the 
Authority notes that Western allocates directly to Schedule A and B contractors in 
California, and the Colorado River Commission of Nevada (CRC) must offer to renew 
the contracts with its existing customers.  Nev. Rev. Stat. § 538.171; Nev. Admin. Code 
§ 538.500.  The Authority is not subject to similar restrictions under Arizona state law.  
To the contrary, the Authority must give effect to the mandate in A.R.S. section 30-
124(C) and distribute power, as nearly as is practical, in an equable manner to render the 
greatest public service and at levels calculated to encourage the widest practical use. 

 
Comment No. 29: The Committee Report for the 2011 Act shows Congress’s intent that the 5% 
“haircut” was all that Congress mandated be given up by the Schedule A and B power users.  
This Report answers the question whether the existing customers can be compelled to give up 
any more of their existing allocation under the 2011 Act.  This conclusion is further supported by 
the Report’s explanation as to what happens if any Schedule D firm energy is not allocated.  It 
was the expectation of the existing customers that they would receive a 95% renewal—the same 
as existing customers in Arizona and Nevada.  This approach is consistent with the approach 
taken by Western in reallocating other preference resources such as the Loveland project (4% 
pool for new entrants and extension of contracts for 86% of power to existing customers); Salt 
Lake City Area Integrated Projects (7% pool for new entrants and extension of contracts for 93% 
of power to existing customers); and Parker-Davis (7% pool for new entrants and extension of 
contracts for 93% of power to existing customers). 
 

Response:  The comment quotes from House Report No. 112-159, which states “H.R. 
470 mandates that each Schedule A and B power user give up five percent of its Hoover 
power resource so that a new pool is set aside (called Schedule D) for new allottees in the 
Hoover Dam region.”  H.R. Rep. No. 112-159, at 2 (2011).  The Report also states that 
the Act “reduces the Schedule A summer and winter firm energy by 5% of the amount to 
be provided after October 1, 2017, to existing Schedule A contractors.”  Id.  The Report 
does not refer to APA’s customers in Arizona.  Rather, the Report refers to the power 
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users/contractors listed in Schedules A and B of the 2011 Act, which include, APA, CRC, 
and specific California contractors.  This legislative history does not support the position 
that Congress limited reductions to APA’s customers to 5%.  
 
Further, the Final Marketing Plan provides for an additional 1% reduction to the post-
1987 customers’ Schedule A allocations, amount to an equivalent allocation of capacity 
and a 6% reduction to allocations of energy, compared to the post-1987 Schedule A 
allocations.  This reduction in energy is consistent with the range of reductions to existing 
preference customers of other federal hydropower projects. 

 
Comment No. 30:  By including new districts in Schedule A, and including other entities in 
Schedule B, the Authority implies that only new entrants can get Schedule D but certain classes 
of new entrants are eligible for Schedules A or B, or both.  This position raises the question 
whether the federal definition of “new allottees” provides bars new entities from being allocated 
Schedule A and B power. 
 

Response: The 2011 Act defines “new allottees” to mean “entities not receiving 
contingent capacity and firm energy under subparagraphs (A) and (B) of paragraph (1).”  
§ 2(d), 125 Stat. at 779.  “[S]ubparagraphs (A) and (B) of paragraph (1)” are the 
subparagraphs containing Schedule A and B.  This statutory language supports the 
Authority’s position stated in the Final Marketing Plan that recipients of post-1987 
Schedule A or B power or post-2017 Schedule A or B power may not receive an 
allocation of post-2017 Schedule D power.  The commenter does not provide any 
statutory language or other analysis to support the position that the federal definition of 
“new allottees” bars new entrants from receiving allocations of post-2017 Schedule A or 
B power. 

 
Comment No. 31:  Some of the post-1987 customers are disappointed with the one percent 
reduction to energy beyond the five percent energy reduction from the 2011 Act, but are 
prepared to move forward with the proposed allocation of Schedule A provided in the 
Preliminary Proposal. 
 

Response:  The Authority notes the comment and appreciates the willingness to support 
the proposed allocation of Schedule A.   

 
Schedule B Allocation Provided in Preliminary Proposal 

 
Comment No. 32: Ak-Chin Indian Community (Ak-Chin) is an existing customer of APA under 
a 1986 power contract.  Nothing in Ak-Chin’s existing contract itself or in the statutory or 
regulatory authorizations underlying the contract indicates that its status as an existing customer 
was changed or terminated by the recapture of allocation in favor of CAWCD.  Existing APA 
customers who had their Hoover B recaptured by CAWCD have been unfairly treated.  Ak-Chin 
should have been treated the same as other existing customers and had its contract renewed with 
a percentage reduction.  Once capacity was freed up from CAWCD, APA should have allocated 
back to those entities that had allocations that were recaptured in an amount similar to their prior 
contracts. 
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Response: The Authority concurs that existing customers of APA that had their 
respective allocations recaptured for the benefit of CAWCD should be treated more akin 
to the customers that did not have their allocations recaptured.  At the same time, the 
Authority received 45 applications from new entities (i.e., entities that do not receive 
post-1987 Hoover power) and must also attempt to serve the needs of the new entities.  
There is simply not enough power to meet all of the applicants’ demands.  However, to 
achieve a balance that reflects the recaptured entities’ status, the City of Williams and 
Town of Fredonia, as new applicants, have been moved to Schedule D and will receive 
an allocation of D-2 power.  This modification allows more Schedule B power to be 
available for the recaptured entities, and increases their respective allocations. 

 
Comment No. 33: Please clarify the process or methodology on how the 13.499 MW of Hoover 
B was allocated to new entities in the Preliminary Proposal.  The 100 kW allocated to the Town 
of Fredonia is not substantiated when compared to other new applicants placed in Schedule B.  It 
is unclear what is meant by a “proportional” allocation.  AEPCO received a direct allocation 
without any explanation as to how the amount was determined and what if any consideration was 
given to AEPCO’s generation resources. 
 

Response:  In the Preliminary Proposal, after determining CAWCD’s allocation of 
149.701 MW and associated energy, and allocating the “adjusted post-1987” amount to 
entities with post-1987 Schedule allocations that still receive deliveries of Schedule B 
power, the remaining capacity and energy in Schedule B—approximately 13.5 MW and 
associated energy—was allocated to the entities that received post-1987 allocations of 
Schedule B power that were later recaptured (AEPCO, City of Mesa, and Ak-Chin) and 
to new municipalities and public utilities that resell or distribute power (City of Williams, 
City of Fredonia, and Northern Arizona University).  Initially, this 13.5 MW was 
allocated proportionally based on the entities’ normalized five-year average peak load.  
Because AEPCO’s normalized five-year average peak load is so much larger than the 
other four entities, it was necessary to cap AEPCO’s allocation at its requested capacity.  
After AEPCO was capped, the distribution was recalculated with the remaining capacity 
(approximately 2 MW) and associated energy, and proportionally allocated to Mesa, Ak-
Chin, Williams, Fredonia, and NAU.  Because of changes to the Final Marketing Plan in 
response to public comments, the methodology for allocating Schedule B power has been 
modified for the Final Marketing Plan.  

 
Comment No. 34: The interpretation of statutes in Title 45 does not rise to the level of 
explanation necessary to support a change in interpretation of law from the legal interpretations 
provided in the Red Book. 
 

Response:  The Authority disagrees.  The Preliminary Proposal and Final Marketing Plan 
provide a comprehensive statutory analysis of Title 45 and specifically sections 45-1708 
and 45-1710.   

 
Comment No. 35: The Authority should adopt the interpretation of A.R.S. section 45-1708 
provided in the Red Book.  Section 45-1708 demonstrates the Legislature’s intent to narrow the 
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marketing eligibility for Schedule B power.  The language in Section 45-1708(B) is specific and 
consistent with the provision that power be sold by the Authority to an entity that operates an 
electric utility.  Any other interpretation renders the amendment of Section 45-1708(B) in 1982 
meaningless.   
 

Response: The Authority does not concur.  The interpretation proposed in the comment 
ignores the statutory language in Section 45-1710 entirely and does not account for the 
amendment to Section 45-1710 in 1991.  The statutes, when read together, are 
ambiguous, and the interpretation presented in section V.C.1 of the Preliminary Proposal 
and the Final Marketing Plan harmonizes the related provisions and avoids rendering one 
section meaningless.  

 
Schedule D Allocation Provided in Preliminary Proposal 

 
Comment No. 36: The allocation methodology for Schedule D power has allowed for certain 
entities to “triple dip” in pools of resources (CAP water, D-1, and D-2).   
 

Response:  See responses to Comment Nos. 8 and 9. 
 
Comment No. 37: The allocation effort conducted by Western and the APA process should not 
be considered interrelated for purposes of eligibility.  Page 33 of the Preliminary Proposal should 
be revised to make clear that an entity that receives D-2 power is not eligible for power made 
available under Schedules A and B.  The Commission should carefully demarcate between the 
D-1 and D-2 resources. 
 

Response:  The Authority concurs that it should carefully distinguish between D-1 and 
D-2 resources and has recognized as much in the Final Marketing Plan. 

 
Comments on Specific Allocations or Specific Entities 

 
Comment No. 38: AEPCO should be allocated a small portion of the Hoover resources as an 
applicant with a 700 MW peak, especially given the challenges presented by the USEPA’s 
proposed Clean Power Plan. 
 

Response: The Authority recognizes that AEPCO has a considerable demand.  The Final 
Marketing Plan allocates capacity and energy to achieve the widest practical use.  The 
Final Marketing Plan allocates power to AEPCO’s member distribution cooperatives 
(under Schedule D).   

 
Comment No. 39: AEPCO is a legally separate entity from the distribution cooperatives.  It is a 
separate incorporated entity that has debt with the RUS.  It is supported by its members through 
long-term contracts, which may be all-requirements contracts or partial-requirements contracts.  
Because of this, the AEPCO board is populated by members of the distribution cooperatives. 
 

Response: The Authority agrees that AEPCO is an entity that is legally distinct from the 
distribution cooperatives that are its members.  AEPCO was formed as a distinct entity 
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under A.R.S. sections 10-2121 to 10-2149, as an electric power generation and 
transmission cooperative.  These statutes provide for a generation cooperative to have 
members that serve on the board.  The members, however, are not liable for the acts, 
debts, or obligations of AEPCO.  A.R.S. § 10-2128(E).  Also, these member distribution 
cooperatives contract with AEPCO for electricity services, further indicating AEPCO is 
legally distinct from the distribution cooperatives.  Nonetheless, for different reasons, the 
Authority has decided not to allocate post-2017 Hoover power to AEPCO, but instead to 
allocate D-2 power to the various distribution cooperatives. 

 
Comment No. 40: AEPCO and its distribution cooperative members are one in the same.  
AEPCO indirectly serves the same customers the distribution cooperatives serve directly.  
Allocating Schedule B Power to AEPCO violates the policy stated in the Preliminary Proposal 
and violates the express terms of the 2011 Act that Schedule D go to new entrants.  In 1984, the 
distribution cooperatives were not involved, and thus, AEPCO, standing alone was eligible for a 
Schedule B allocation.  Today, the distribution cooperatives received D-1 allocations.  The 
proper place for AEPCO, then, is D-2.  AEPCO is not an existing contractor. 
 

Response:  See Response to Comment No. 39. AEPCO is legally distinct from the 
distribution cooperatives.  For the purpose of considering eligibility for a Schedule B 
allocation, the Authority need only consider whether a prospective allottee is itself a 
specific type of entity—a municipality, district, or public utility.  For the purpose of 
considering whether an entity eligible under Title 45 was otherwise subject to 
disqualification due to receipt of a Schedule D allocation, the Authority considered 
whether the prospective Schedule B allottee received or will receive a Schedule D 
allocation.   

 
Comment No. 41: If AEPCO receives Schedule B power, its member cooperatives and APA 
will not be allowed to receive the 8.076 kW of D-1 power.  Either AEPCO is ineligible for 
Schedule B power, or the cooperatives are not eligible for Schedule D power.  They cannot be 
eligible for both. 
 

Response: Western allocated D-1 power pursuant to federal law, using its own unique 
criteria and processes.  Further, Western did not opine on whether an entity that receives 
post-2017 Schedule A or B power is ineligible for D-1 power from Western, presumably 
because the Schedule A and B allocations had not occurred.  The Authority cannot speak 
for Western regarding Western’s position on whether it will reconsider a D-1 allottee’s 
eligibility for D-1 power in light of the Authority’s allocations. 

 
Comment No. 42: It is neither necessary nor legal to allocate to Hoover B power to AEPCO 
under a joint application on behalf of its member cooperatives.  A joint application under cover 
of the parent “AEPCO,” based upon the same loads and service territories as the distribution 
cooperatives, does not remedy that disqualification.  
 

Response: See Response to Comment Nos. 39 and 40.  The Authority has determined 
that AEPCO is an entity that is legally distinct from its members.  The Authority need 
only consider AEPCO as a stand-alone entity rather than the status of the entities that 
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ultimately use the capacity and energy.  Further, AEPCO submitted its own application, 
and it was misleading to refer to the application as a joint application in the Preliminary 
Proposal.  AEPCO will be the only entity entering into the Power Sales Contract. 

 
Comment No. 43: One parallel to the question of AEPCO’s status is the status of the Arizona 
Power Pooling Association, treated as the preference allottee for CRSP power on behalf of its 
members.  See Arizona Power Pooling Ass’n v. Morton, 527 F.2d 721 (9th Cir. 1975). 
 

Response: The Authority does not have an opinion as to the legal status of the Arizona 
Power Pooling Association.  The Authority need only consider the legal status of any 
prospective allottee.  In this case, the Authority has determined that AEPCO, as an entity 
legally distinct from its distribution cooperative members, is eligible for Schedule B 
power. 

 
Comment No. 44: SRP does not object to AEPCO and its members being allocated Schedule D 
power from either the D-1 or D-2 pools, or both. 
 

Response:  The Authority notes the clarification provided by SRP.  
 
Comment No. 45: Northern Arizona University (NAU) should not be considered a public utility.  
NAU does not provide electric service to a community as a whole. 
 

Response: NAU may qualify as a “public utility” under Title 45.  It is a state agency.  See 
Amphitheater Unified Sch. Dist. v. Harte, 624 P.2d 1281, 1285 (Ariz. 1981); Univ. Med. 
Ctr. Corp. v. Dep’t. of Revenue, 36 P.3d 1217, 1218 (Ariz. Ct. App. 2001).  Additionally, 
NAU owns distribution facilities.  However, the Authority does not need to decide this 
question because it concludes that NAU should not receive an allocation for other 
reasons.  See Response to Comment No. 46. 

 
Comment No. 46: There is no reason that NAU should receive an allocation of any APA Hoover 
power.  NAU does not meet the definition of a “qualified purchaser” in Title 30, and it is not a 
“district,” “municipality,” or “public utility” for purposes of Title 45.  It is not eligible for an 
allocation of Hoover power under state law. 
 

Response: Upon further consideration, the Authority agrees that NAU should not receive 
an allocation of Hoover power because such an allocation to NAU will not achieve the 
widest practical use of the resource.  NAU, as explained above, distributes electric power 
to a limited, transient population on campus, rather than the public generally.  Further, the 
Final Marking Plan allocates Schedule D capacity and energy to the City of Flagstaff, 
which provides water service to NAU.  In this respect, NAU benefits from Hoover power 
through an allocation to the City of Flagstaff.  By providing Hoover power to the City of 
Flagstaff, the Authority can economically benefit both the City of Flagstaff and NAU and 
achieve the widest practical use. 

 
Comment 47: The Town of Fredonia believes the best “widespread and practical” use is to 
allocate as much power as possible to those small public utilities that do not have other electric 
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resources available to them.  The allocation of some additional Hoover B capacity and energy 
will have a much greater widespread and practical impact.   
 

Response: The Authority concurs that allocations to small, municipal public utilities 
fulfill the statutory mandate to achieve the widest practical uses and render the greatest 
public service.  In response to the public comments, the Town of Fredonia and the City of 
Williams were moved into Schedule D in the Final Marketing Plan in order to compete 
for a larger pool of power (11.5 MW in Schedule D power versus approximately 2 MW 
of available Schedule B power).  Consequently, the Town of Fredonia and the City of 
Williams receive larger allocations in the Final Marketing Plan than in the Preliminary 
Proposal. 

 
Comment No. 48: HoHoKam currently has a 1 MW Parker-Davis allocation, which allows for 
scheduling the annual contract of 1 MW with associated energy on a monthly basis.  HoHoKam 
reported that it receives federal power supplies from Parker-Davis with a cumulative 12-month 
capacity of 12 MW, but the correct amount is 1 MW.  The District’s request for 50,112 KW also 
reflects a cumulative amount over a term of years.  On a monthly basis, the District has an 
additional need of 6,526 kW.  Based on this clarification, the District should be entitled to 1 MW 
of Hoover Post-2017 Schedule D power.  APA did not ask questions of HoHoKam or request 
clarification regarding its federal power supplies during the time period designated for applicants 
to address any issues and have an opportunity to correct their applications.  APA should 
reevaluate HoHoKam’s application with the correct interpretation of the District’s power 
supplies and adjust HoHoKam’s proposed allocation as part of the final allocations.  
 

Response:  APA did not misinterpret HoHoKam’s application.  HoHoKam provided 
incorrect information in the application and was the only applicant to misreport its 
Parker-Davis allocation.  Upon reviewing HoHoKam’s application, APA had no reason 
to suspect that this information was incorrect.  Section 4 of the application did not require 
substantiation to facilitate verification of the numbers, and APA assumed that applicants 
would accurately report their federal power allocations in addition to other power 
supplies.  Applicants also certified in Section 2 of the application that the reported 
information was accurate.   Further, the magnitude of the error is significant, and the new 
information materially impacts the methodology used to allocate Schedule A power.  The 
reductions to current customers’ allocations were calculated to create a large enough pool 
to meet new districts’ requests while still providing the current customers with 
substantially the same amounts as their adjusted post-1987 Schedule A allocations.  
HoHoKam has a much larger load than the other new districts and would consume a 
larger share of this relatively small pool of power.  The Authority has considered 
HoHokam’s request to reevaluate its application and allocates 100 kW to HoHoKam in 
the Final Marketing Plan.  Additionally, HoHoKam will be given the option to accept the 
first 250 kW and associated energy that is rejected by the recipients of Schedule A 
allocations.  

 
Comment No. 49: The City of Mesa and the City of Mesa Water Resources Department are 
legally the same entity.  It can receive B or D, but not both.  If this issue is not addressed, then 
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the next allocation process will have all applicants creating multiple layers of entities to seek 
power. 
 

Response: The Authority concurs.  The Energy Resources Department and the Water 
Resources Department are both departments of the City of Mesa.  The Authority will not 
allocate power to different departments of the same entity.  City of Mesa’s Water 
Resources Department is removed from Schedule D, and City of Mesa’s electric utility 
retains its Schedule B allocation in the Final Marketing Plan.  

 
Comment No. 50: The two separate allocations to Mesa Energy Resources and Mesa Water 
Resources are practically sound and are consistent with precedent.  Many of the entities who 
received an allocation of post-1987 Hoover power are full-requirements utility customers of 
other entities who also received post-1987 Hoover power.  For example, even though SRP 
receives Hoover power, Roosevelt Water Conservation District (RWCD) (SRP’s customer with 
electrical facilities) is also able to directly receive Hoover power.  Many of the entities in the 
proposed allocation are in the same position in that the entities themselves receive an allocation 
and their respective host utility receives an allocation.  Mesa Water Resources pays Mesa Energy 
Resources for every kWh it uses under the applicable utility tariff.  
 

Response: The Authority disagrees.  See Response to Comment No. 49.  In addition, the 
relationship between RWCD and SRP, for example, and Mesa’s Energy Resources 
Department and Mesa’s Water Resources Department is not entirely analogous.  RWCD 
and SRP are not departments of the same organization.  The Authority does not want to 
encourage a future applicant to submit multiple applications for its individual 
departments. 

 
Comment No. 51:  Commercially irrigated agriculture still needs the economic benefits of 
Schedule A Hoover power.  While some districts are urbanizing, some still have substantial 
commercially irrigated agriculture and need Hoover power to sustain their agriculture business.  
The proposed allocation of Hoover A power to Ocotillo Water Conservation District (OWCD) 
calls for further inquiry.  The commenter provided photographs of the district, notice of its 
changed boundary with the reduction from original acreage, the report that a portion of its sales 
are to a planned community, and stated that Arizona Department of Water Resources does not 
regard OWCD as being an agricultural district.   
 
Every applicant must demonstrate that it qualifies for the resource and that it has made complete 
disclosure of all relevant facts concerning its application, including the intended use of the 
power.  OWCD has done this.  The OWCD representative did not deny that OWCD has shrunk 
in size and is urbanized.  
 
APA should not allocate Hoover A power to OWCD because it no longer serves commercially 
irrigated agriculture.  The proposed allocation of approximately 2 MW should be redistributed 
among the new districts in Schedule A.  This redistribution would more equitably distribute the 
much-needed, low-cost Hoover resource to those entities working to sustain the economic 
viability of irrigated agriculture in Arizona. 
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Response: The Authority has reviewed the comment and the documentation submitted by 
the commenter on this issue.  The Authority agrees that it is important to distribute 
Schedule A power in a manner that benefits agricultural uses.  However, that objective is 
achieved through the preference provision for districts in A.R.S. section 30-125 and the 
limiting definition of a “district” under A.R.S. section 30-101.  If an applicant qualifies as 
a “district,” as that term has been interpreted in the Final Marketing Plan, then it is 
eligible for Schedule A power. 
 
The Authority acknowledges that some districts have significantly urbanized.  This 
urbanization is not typically within a district’s control.  Generally, the district must serve 
the customers in its boundaries regardless of type of use.  The Authority cannot, at this 
point in the allocation process, ask each district to prove up whether it is slightly 
urbanized with mostly agricultural customers, significantly urbanized with some 
agricultural customers, or completely urbanized with no agricultural customers.  The 
Authority will only consider whether the applicant is a “district” under the definition of 
Title 30.  Whether the applicant continues to be a “district” under its relevant enabling 
statutes is a question for the county board of supervisors that approved its formation, not 
the Authority. 
 
Additionally, the Authority is not willing to deny an allocation to a proposed allottee 
because of selective documentation provided by another interested party.  It became 
evident at the Public Comment Conference that OWCD disputes the assertion that it has 
no agricultural customers and the authenticity of some of the documentation presented to 
the Commission.  The Authority is not in a position to resolve an evidentiary dispute.  
Again, the Authority will only consider whether the applicant is a “district” under the 
definition of Title 30.  Further debate about whether the applicant should still be a district 
must be handled in another forum.  

 
Comment No. 52: OWCD is unique in that it owned its own electric distribution system until the 
mid to late 1970s, and then sold part of that system to SRP.   OWCD continues to operate a small 
piece of the system.  OWCD has urban uses like a Basha’s headquarter facility and agricultural 
areas liked the town site area with pasture area for cows or buffalo.  There is also very low-
income housing for farm workers.  Other agriculture in OWCD’s boundaries include 
Mr. Dobson’s farm.  OWCD serves two facilities at the country club.  OWCD reviewed the 
photographs presented by Mr. Curtis at the Public Comment Conference.  With the exception of 
the Club House and Bernard’s restaurant, OWCD does not serve any of the facilities shown in 
those photographs.  OWCD requests that APA equably treat OWCD as any other Hoover A 
recipient in the final allocations. 
 

Response: See Response to Comment No. 51.  The Authority is not in a position to 
resolve an evidentiary dispute.  The Authority will only consider whether an application 
is a “district,” as that term has been interpreted in the Final Marketing Plan, for purposes 
of Title 30. 

 
Comment No. 53: The post-1987 Schedule B allocations give insufficient recognition to the 
needs of municipal utilities.  Title 45 does not include a preference provision, yet three districts 
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share 20 MW of Schedule B power.  Maintaining the status quo perpetuates the disparity 
between districts and municipal utilities in Schedule B.  To the extent any Schedule B power 
becomes available, the City of Page (Page) should be the first entity considered for an allocation 
of such power.  Page requested an additional 1 MW and associated energy for the post-2017 
period.  Page has been and remains an excellent contractor for the Authority because of its 
enterprise fund management system.  Page’s electric utility provides vital services to a remote 
geographic region of Arizona.  Increasing Page’s allocation will further the policy objective of 
widespread use.   
 

Response: The Authority recognizes that Page and other municipal utilities have a need 
for low cost power resources.  However, the Authority received 45 applications from new 
entrants, some of which are also municipal utilities.  The Authority must also consider the 
reliance of customers with post-1987 allocations on the Hoover resource and the impact 
of reducing allocations to these entities in order to provide more power to Page.  The 
Authority finds the best method of balancing these competing interests is to keep existing 
customers as close as possible to their post-1987 allocations, including Page.  Based on 
this comment and others, the Authority moved the City of Williams and the Town of 
Fredonia to Schedule D.  In the Final Marketing Plan, only customers that received post-
1987 allocations of Schedule B power, including entities that had their respective 
allocations recaptured for the benefit of CAWCD, were allocated post-2017 Schedule B 
power. 

 
Comment No. 54: The City of Page and the City of Mesa are, respectively, single municipal 
corporate entities.  Labeling the water utilities as separate from the city should not be allowed to 
create two valid applications.  The same entity cannot receive allocations of both D and B power.  
If this issue is not addressed, then the next allocation process will have all applicants creating 
multiple layers of entities to seek power. 
 

Response: The Authority concurs.  The water department and electric department are 
both departments of Page Utility Enterprises.  The Authority removed the water utility for 
the City of Page from Schedule B, and the electric utility retains its Schedule B allocation 
in the Final Marketing Plan.  See also Response to Comment No. 49.  

 
Comment No. 55: Several entities with proposed allocations appear to be “double dipping” in 
that several subsidiary bodies along with their parent or main entity appear to be intended 
recipients of separate allocations. This further restricts or diminishes power available to existing 
customers like the Ak-Chin Indian Community. 
 

Response: See Responses to Comments No. 39, 40, 49, and 54,  
 
Comment No. 56: The City of Williams requests that it receive an allocation of Schedule D 
power rather than Schedule B power, as is currently provided in the Preliminary Proposal.  The 
City of Williams pumps water from extremely deep water wells, which are very expensive to 
operate and consume a great deal of electrical energy.  Applying the power to deep well 
requirements can dramatically reduce the energy cost overhead.  If treated as a Hoover D 
customer, the City could potentially receive an allocation of approximately 1 MW and associated 
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energy.  The City of Williams is ready, willing, and able to receive power and has its own 
electric distribution system.  The City believes it should receive a higher priority than those D 
customers who will enter into bill crediting arrangements. 
 

Response: See Response to Comment 47.  
 

Technical Adjustments 
 
Comment No. 57: The columns “Adjusted 1987” for Schedule A and B appear to have incorrect 
energy calculations.  For Hoover A, the corrected formula would be each entity’s kW allocation 
over 190,869 kW, times 613,689,000 kWh.  The columns for “Allocated 2017” for Schedule A, 
Schedule B, and Schedule D have the same energy calculation errors.  In addition, the “capacity” 
column appears to be in correctly stated by 4 MW.   
 

Response: The Final Marketing Plan uses the following formula to allocate energy in 
Schedules A, B, and D, respectively: entity’s kW allocation over total capacity in the 
schedule, multiplied by total energy in the schedule. 

 
Comment No. 58: For some Schedule A and Schedule B recipients, APA’s numbers for federal 
power received do not reduce the SLCA/IP capacity and energy that is available to serve load for 
the 3% Parker-Davis Project transmission losses. 
 

Response: The Authority included all applicants’ federal hydropower resources in the 
amounts provided in the federal allocations.  Load was further adjusted for those 
applicants that showed a loss adjustment in their applications.  For applicants serving 
load outside of Arizona, their federal allocations of hydropower were adjusted to be 
proportional to their load in Arizona.   
 

Comment No. 59: Any overlapping service territories served by AEPCO member cooperatives 
should be accounted for, and an appropriate adjustment made to any allocation AEPCO receives. 
 

Response: In the Final Marketing Plan, the Authority has made appropriate adjustments 
to the five-year average peak demand of for all entities with overlapping service 
territories.  

 
Timeline for Post-Allocation Events 

 
Comment No. 60: Regarding the timeline for remaining marketing events, APA should retain 
the flexibility and discretion to reconsider the marketing timeline on a case-by-case basis as 
needed during the remainder of the process.  
 

Response: The Authority concurs.  The Authority has many post-allocation issues to 
address prior to October 1, 2016, and will work diligently to resolve these issues on a 
reasonable timeline. 
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Transmission Arrangements 
 
Comment No. 61: Stranded cost payments to the transmission utilities may eat up any savings 
the cities would realize from Hoover allocations.   
 

Response: The Authority intends to address transmission requirements and other 
arrangements immediately following the issuance of the Final Marketing Plan.  At that 
time, the Authority will solicit comments from recipients of post-2017 Hoover power on 
issues related to transmission, including whether the Authority may approve bill-crediting 
arrangements under state and federal law.  The Authority also encourages recipients of 
post-2017 Hoover power to begin investigating available transmission and distribution 
service as well.   

 
Comment No. 62: The Authority’s process does not require investigation into the availability of 
transmission and/or distribution paths, costs of service, stranded costs, reimbursements, or other 
factors before an entity applies for an allocation.  There is not time for this inquiry, and the 
Authority’s regulations and statutes do not require this analysis.  APA should request that new 
allottees aggressively pursue arrangements to receive power in order to determine the price of 
admission. 
 

Response: See Response to Comment No. 61.   
 
Comment No. 63:  The Commission should carefully evaluate the bill-crediting proposal which 
some of the new allottees may be considering and whether such arrangements are in compliance 
with federal or state law.  The arrangements may not be consistent with Title 30 or Title 45, and 
may violate federal law under the Santa Clara case. 
 

Response: See Response to Comment No. 61. 
 
Comment No. 64: The Preliminary Proposal rephrases the edict of A.R.S. section 30-124(B).  
The statute actually provides that the Authority must, to the extent practical, dispose of power in 
an “equable” manner for the widest practical use.  “Practical” means useful.  “Equable” means 
free from significant change.  “Widest” means a “great range of scope.  Consequently, the 
statutory mandate means the Authority must allocate power in a useful manner; without causing 
significant change; to a great range or scope of eligible entities; and without causing waste of the 
power.  The Preliminary Proposal fails to meet these requirements because, among other things, 
it is not practical to allocate to entities without existing transmission paths or state mandated 
retail access to receive Hoover power.  APA should consider further whether allocating small 
amounts of Hoover power to a bunch of nonutility applicants and then allowing the power to be 
monetized through bill crediting is really “use.” 
 

Response: The Authority’s statutes and regulations do not require the Authority to 
evaluate an applicant’s possible transmission arrangements prior to allocating power.  
Rather, a Purchaser must demonstrate that it has secured available transmission capability 
for delivery of Long-term Power prior to the execution of the Power Sales Contract and 
delivery Long-term Power to the Purchaser.  See A.A.C. § R12-14-301.  Recipients of 
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post-2017 Hoover power allocations should have the opportunity to investigate different 
arrangements for available transmission and distribution service before the Authority 
considers whether any given arrangement is acceptable.  See also Response to Comment 
No. 61. 

 
Comment No. 65: HTUA supports the use of benefit credit arrangements for entities without 
transmission or distribution receiving Schedule D-2 power from a host or serving utility. 
  

Response: See also Response to Comment No. 61. 
 

Miscellaneous 
 
Comment No. 66: AEPCO supports the conclusions reached in Section V.E on Schedule C 
power, Section VI.C.2 on power purchase certificates, and Section VI.D on creditworthiness, and 
the suggested approach in Section VI.F appears to be reasonable.  Determining the 
apportionment of the costs to be borne by new entrants should be considered at a later date as set 
forth in the Preliminary Proposal. 
 

Response: The Authority concurs that the apportionment of costs should be considered 
following the issuance of the Final Marketing Plan. See also Response to Comment 
No. 25. 

 
Comment No. 67: San Tan Irrigation District is an irrigated district with 10 large irrigation 
production wells, which provide water for orchards and large nurseries.   
 

Response: The Authority notes the comment.   
 
Comment No. 68: Franklin Irrigation District, Gila Valley Irrigation District, Grover’s Hill 
Irrigation District, Markham Irrigation and Water Conservation District, St. David Irrigation 
District, and Silverbell Irrigation District support the proposed allocations.  These districts are all 
irrigation districts based in agricultural communities and have been irrigating since prior to 1900.  
They are required to pump groundwater in addition to their surface water sources; the allocations 
that have been proposed would be of great help to them. 
 

Response: The Authority notes the comment.   
 
Comment No. 69: The Hualapai Tribal Utility Authority (HTUA) supports the logic and 
rationale behind the Authority’s decision to allocation 100 kW to the HTUA.   
 

Response: The Authority notes the comment.   
 
Comment No. 70: Several entities submitted comment letters expressing their support for the 
allocation methodologies provided in the Preliminary Proposal.  
  

Response: Although many entities supported the allocation methodologies in the 
Preliminary Proposal, the Authority has determined that it can best achieve its mandate to 
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equably allocate power at levels that achieve widespread practical use by allocating 
power consistent with the approach in the Final Marketing Plan for the reasons discussed 
throughout these responses to comments. 

 
 
 


