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APA Draft Policy on Collection and Distribution of Repayable Advances 

 

Proposed Policy and Request for Comments 

 

WHEREAS, the Arizona Power Authority (Authority) Commission finds that: 

 

1. The Hoover Power Allocation Act of 2011 (2011 Act) requires the Authority’s 

post-2017 contract with the Western Area Power Administration (Western) to 

“authorize and require Western to collect from new allottees a pro rata share of 

Hoover Dam repayable advances paid for by contractors prior to October 1, 

2017,” and then “remit such amounts to the contractors that paid such advances 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).  

 

2. In Arizona, “new allottees” are those entities that received a Schedule D 

allocation from the Authority (D-2), and those that received a Schedule D 

allocation from Western (D-1) that will contract with the Authority for the power 

allocated to them by Western. 

 

3. The Implementation Agreement Between Western, the Bureau of Reclamation 

and Boulder Canyon Project Contractors, Contract No. 95-PA0-10616 

(Implementation Agreement) authorizes the Bureau of Reclamation and Western 

to expense Hoover Dam facility replacement costs.  Hoover contractors, including 

the Authority, have agreed to make advances for these capital replacements 

(Replacement Capital Advances).   

 

4. The Implementation Agreement defines the “Replacement Capital Advances to be 

recovered through payments from [new allottees] and paid to Contractors in 

accordance with Section 6.4” of the Implementation Agreement as “Repayable 

Advances”.  

 

5. Western anticipates that the Authority will collect each new allottee’s pro-rata 

share of the Repayable Advances through the power sales contracts that the 

Authority signs with these new allottees, including non-tribal D-1 allottees.   
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6. Western will calculate the Repayable Advances at September 30, 2017, which 

amount will be used to calculate the payment obligation of new allottees and the 

amount due the Authority from Western pursuant to the 2011 Act. 

 

7. Section 6.4.2 of the Implementation Agreement contains the formula that Western 

will use to calculate the Repayable Advance obligation for the Authority’s new 

allottees.  

 

8. Section 6.4.3 of the Implementation Agreement contains the formula that Western 

will use to calculate the Repayable Advance amount due the Authority from 

Western.  

 

9. Western plans to “net bill” the Authority for the difference in the amount that new 

allottees pay under Section 6.4.2 of the Implementation Agreement and the 

amount of any Repayable Advances that the Authority is due under Section 6.4.3 

of the Implementation Agreement.  Western will net bill the Authority in no more 

than five equal annual installments commencing on September 30, 2018 and each 

year thereafter.  The Authority will then be left to use and/or distribute the 

difference between the amount that the Authority collects from the new allottees 

and the net-bill that the Authority receives from Western. 

 

10. New allottees are “New Customers”, i.e., entities that receive an allocation of 

post-2017 Hoover power but did not receive a post-1987 Hoover allocation.  The 

Authority has allocated post-2017 Hoover capacity and energy to other New 

Customers besides new allottees.  Specifically, the Authority allocated Schedule 

A capacity and energy to New Customers. 

 

11. The Authority has also allocated post-2017 Hoover capacity and energy to entities 

that received a post-1987 allocation but have not paid for Replacement Capital 

Advances through the Authority’s rates because their post-1987 allocation was 

recaptured.  For the purpose of this policy, these entities are known as “Recapture 

Customers”. 

 

12. The Authority desires to collect a share of the Repayable Advances from each 

New Customer and Recapture Customer. 

 

13. Arizona Revised Statutes (A.R.S.) section 30-124(D) provides that “[t]he 

authority may fix and prescribe the terms and conditions of its electric sales 

contracts and services and adopt such rules and regulations it finds necessary or 

convenient respecting electric services and disposition of electric power.”  A.R.S. 

section 45-1708(B) provides that the Authority may enter into contracts for the 

sale of power, and such contracts may contain “such terms and conditions, as 

shall be determined by the authority to be necessary or advisable ….”. 
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NOW, THEREFORE, BE IT RESOLVED by the Commission as follows: 

 

1. Each power sales contract that the Authority signs with a New Customer or 

Recapture Customer shall require the New Customer or Recapture Customer, as 

applicable, to agree to pay a pro-rata share of the Repayable Advances to the 

Authority, which share shall be calculated according to the formula in Section 

6.4.2 of the Implementation Agreement.  Each New Customer and Recapture 

Customer’s obligation to make such payments will exist for five years 

commencing October 1, 2017.  The Authority will bill monthly in arrears over 

this five-year period starting at the end of the first month. 

 

2. For the purpose of letting New Customers and Recapture Customers know what 

the “price of admission” will be for executing a post-2017 power sales contract 

with the Authority, the Authority has estimated each New Customer and 

Recapture Customer’s Repayable Advance payment obligation using Western’s 

most recent total budgeted 2017 Repayable Advance amount of $149,956,555.00 

for this calculation.  The estimate is attached hereto as Exhibit A.  This is simply 

an estimate.  The final amount owed by each New Customer and Recapture 

Customer will be calculated at the end of the current contracting period – i.e., 

September 30, 2017. 

 

3. When Western net bills the Authority for the difference in the amount that new 

allottees must pay under Section 6.4.2 of the Implementation Agreement and the 

amount of any Repayable Advances that the Authority is due under Section 6.4.3, 

the Authority will remit payment to Western for the net bill in the amount 

requested.  

 

4. The Authority will add the amount of the Repayable Advances that the Authority 

collects from New Customers that receive Schedule A power, and from Recapture 

Customers, to the difference between the amount that the Authority collects from 

new allottees and the net-bill that the Authority pays to Western.  For the purpose 

of this policy, this sum is known as the “Net Repayable Advance.” 

 

5. The Authority will directly distribute a portion of any Net Repayable Advance to 

each “Existing Non-Recapture Customer”, i.e., an entity currently receiving a 

post-1987 allocation from the Authority, in an amount equal to one-half times the 

Net Repayable Advance times the ratio of the amount of the customer’s post-1987 

capacity allocation to the Authority’s total post-1987 capacity allocation plus one-

half times the Net Repayable Advance times the ratio of the amount of the 

customer’s post-1987 energy allocation to the Authority’s total post-1987 energy 

allocation. 

 

6. The Authority will distribute any Net Repayable Advance to Non-Recapture 

Customers in no more than five equal annual installments commencing on 

September 30, 2018.  
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Written comments on this draft policy should be submitted to the Authority at 

post2017process@powerauthority.org, no later than September 9, 2015.  The 

Commission intends to consider a final policy for approval at the September 15, 2015 

Commission meeting. 

mailto:post2017process@powerauthority.org

