
ARIZONA POWER AUTHORITY
REGULAR MEETING HELD ON FEBRUARY 21, 2012

PRESENT:
John I. Hudson, Chairman
Stephen M. Brophy, Vice-Chairman
Joe A. Albo, Commissioner
Dalton H. Cole, Commissioner
Richard S. Walden, Commissioner

STAFF: Joseph Mulholland, Executive Director
Susan Angulo, Executive Secretary
Morris Christenson, Accounting Administrator
Doug Fant, General Counsel
Michael Gazda, Deputy Director
Marcia Kennedy, Financial Administrator
Evelyn Magnusson, Sr. Utilities Rate Analyst
Robert Nieto, IT Specialist
Linda Sullivan, Utilities Rate Specialist

OTHER: Cliff Cauthen, Guest
V. C. Danos, A.M.W.U.A.
Lonnie Frost, Town of Gilbert
Elston Grubaugh, Wellton-Mohawk I&DD
Jim Horton, Consultant
Tom Jones, GCSECA
R. DeWayne Justice, Electrical District No. 7
David Kincaid, City of Safford
Doug Kupel, City of Phoenix
Gary Langford, Wellton-Mohawk I&DD
Richard Lehman, Salt River Project
Susan Lozier, Wellton-Mohawk I&DD
Robert Lynch, I.E.D.A.
Tom Martin, Electrical District No. 2
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Jean McGrath, C.A.W.C.D.
John McNeill, C.A.W.C.D.
Douglas Milligan, Salt River Project
Cynthia M. Moulton, C.A.W.C.D.
Jay Moyes, Moyes Sellers, Ltd.
Donovan Neese, Roosevelt Irrigation District
Wade Noble, Wellton-Mohawk I&DD
Melissa Parham, A.M.P.U.A.
Bonnie Seal, Electrical District No. 7
Mike Simonton, Western Area Power Administration
William Stacy, Electrical District No. 3
Elizabeth Story, Tonopah Irrigation District
Jim Sweeney, Maricopa Water District
Sheryl Sweeney, Ryley, Carlock & Applewhite
Glen Vortherms, Maricopa Water District
Grant Ward, Electrical District No. 3
Jeff Woner, K. R. Saline & Associates

CALL TO ORDER

The regular meeting of the Commission of the Arizona Power Authority was held on
February 21, 2012, at the office of the Authority at 1810 West Adams Street, Phoenix, Arizona.
Chairman John Hudson called the meeting to order at 10:00 a.m.

PLEDGE OF ALLEGIANCE

The Chairman asked all attendees to stand and join him in reciting the Pledge of
Allegiance.

ROLL CALL

All Commissioners were present.

APPROVAL OF MINUTES

A motion to approve the minutes of the Regular Meeting and the Executive Session of
January 17, 2012, was made by Commissioner Dalton Cole. The motion was seconded by
Commissioner Richard Walden and approved unanimously.
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APPROVAL OF SPECIAL CLAIMS AND EXPENDITURES

Ms. Marcia Kennedy, Financial Administrator, presented the January APA Operations
Fund Claim 519 and Hoover Operations Fund Claims 7047-7088 for the period January 1, 2012
through January 31, 2012. The Commission reviewed the APA and Hoover Operations Funds
expenditures presented by the Financial Administrator. After completing their review, a motion
was made by Commissioner Richard Walden to approve the claims as presented. The motion
was seconded by Commissioner Joe Albo. Vice-Chairman Stephen Brophy asked if the $7,081
payable to Van Scoyoc Associates was for a past contract. The Executive Director stated that it
was payment on the new contract, which continues in effect until a decision has been made by
the Commission to either reject or continue retaining Van Scoyoc and Associates for the current
year. He explained this payment continues on a month-to-month basis until the Commission
makes a final decision. Chairman Hudson asked for a vote and the motion to approve the claims
presented passed unanimously.

FINANCIAL STATEMENTS

The Commission then reviewed the financial statements and the Financial Administrator,
Marcia Kennedy, explained variances from budgeted amounts. Ms. Kennedy stated that the
year-to-date energy purchases from Hoover Dam are being watched very closely, as is done at
this time of year, in anticipation of a possible rate increase. Ms. Kennedy explained that
Administrative and General Expenses were approximately 20.48 % below budgeted amounts for
the four-month period ending January 31, 2012. Commissioner Dalton Cole asked about the
Electrical District No. 5 construction cost and if the funds to pay for the APA portion of the
construction would come from the APA fund. The Deputy Director, Mike Gazda, stated it would
and that he expected the Southwest Public Power Resource Group (SPPR) to help with this
project. He went on to explain that a meeting will be scheduled in the next week or two to
discuss different aspects of the project. The Executive Director stated that whatever is needed
for the APA to pay will be charged to the APA fund. Commissioner Joe Albo asked where the
Washington lobbyist expense was listed in the budget report. Ms. Kennedy stated this expense is
contained in Miscellaneous Outside Professional Services.

REPORT OF EXECUTIVE DIRECTOR

Hoover Post-2017 Allocation Process – The Executive Director stated that a customer
meeting was held last week regarding the Hoover Post-2017 Allocation process. The primary
purpose was to have a preliminary discussion with the APA customers about their ideas
regarding the Hoover Post-2017 Allocation Process. A flowchart was devised for this meeting to
explain the procedure to the customers. Vice-Chairman Brophy made several suggestions for the
APA staff regarding meetings of this nature, such as providing a summary of items discussed at
the meetings and posting this summary on the APA website. Vice-Chairman Brophy also shared
his thoughts on the use of the ‘Red Book’ and how various aspects of this book could be
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incorporated into the Hoover Post-2017 Allocation process today. A brief discussion was held
on whether the notes from the customer meetings should be formal (court reporter) or informal.
It was decided that informal notes would be sufficient at this time. All notes will be posted on
the website. The Executive Director stated that Marcia Kennedy had taken extensive notes at the
February 16, 2012 Customer Meeting and these notes would be posted on the APA website. The
Executive Director asked the customers to copy the APA staff on any comments that they send to
the Commissioners so the staff may also consider these comments.

Another discussion was held on the flowchart that has been created to explain the Hoover
Post-2017 Allocation process. Mr. Fant stated that he had worked on a flowchart for the
Hoover Post-2017 Allocation process over the weekend and would be discussing his thoughts
and ideas with the APA staff so that the flowchart may be revised for use as a map at the next
interested party meeting.

The Executive Director reported that the APA staff met last week with staff from the
Western Area Power Administration (Western) and the Colorado River Commission (CRC) to
discuss the Hoover Post-2017 Allocation process and the contract between Western, APA, CRC
and other Hoover Contractors. The meeting was productive and the parties are proceeding in a
cooperative manner. A brief discussion was held on Western’s allocation process for the
Schedule D capacity and how that might impact the APA allocation process.

Staff Activities - The Executive Director reported that discussions are continuing with
Western, the APA staff and Ron McEachern, manager of ED-4 and ED5, regarding the ED-5
Substation modifications. The changes are primarily caused by expansion planned by SPPR.
Consequently, SPPR may pay for a major portion of this work. Before any commitment is made
by APA, the APA staff will bring this issue to the Commission for approval.

The Executive Director reported that the State Legislature has three bills that have been
introduced into the House of Representatives which directly relate to the Power Authority. The
bills are HB 2117 introduced by Representative Seel of District #6, Phoenix, HB 2425
introduced by Representative Stevens of District #25, Sierra Vista and HB 2515 introduced by
Representative Crandell of District #19, Mesa. These bills currently have no significant impact
on APA; however, they are placeholders. The Triadvocates staff has been tracking these bills
closely. In addition, the Governor’s budget included a $10,800 sweep from the Authority’s APA
fund. Barbara Meany from Triadvocates reported on this sweep. Triadvocates has talked to the
Governor’s staff and they acknowledge that this is an error. This budget will not be signed by
the Governor and there will be no sweeps of APA funds.

The Executive Director reported that Marcia Kennedy and Morris Christensen attended a
meeting sponsored by the Arizona Treasurer’s office regarding the state’s economic status and
plans for the future.

Next, the Executive Director reported that the APA’s Chairman, John Hudson, appeared
before the State Senate Commerce and Energy Committee and they recommended his
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reappointment as a Commissioner to the Arizona Power Authority. Subsequently, the Senate
affirmed Chairman Hudson’s reappointment.

Finally, the Executive Director reported that the APA is monitoring the energy generation
at Hoover as Ms. Kennedy reported. The energy is down compared to last summer’s projections
and we expect this trend to continue. Staff may propose an increase in the Hoover energy rates
by 3% at the March 20th Commission Meeting.

AGENDA ITEMS

Motion to Approve Retention of Van Scoyoc Firm as the Arizona Power Authority’s
Federal Lobbyist for One Year – The Executive Director recommended retaining Van Scoyoc
Associates for the 2012 calendar year. The contract is now on our website and has been
renegotiated to $7,000 per month. Commissioner Richard Walden made the motion to approve
the contract for Van Scoyoc as presented to the Commission. Vice-Chairman Brophy seconded
the motion. Commissioner Cole stated that his opinion about retaining the Washington lobbyist
has not changed from the last Commission Meeting. In his opinion, now that the legislation has
passed, we do not need this representation in Washington. This motion passed with Chairman
John Hudson, Vice-Chairman Stephen Brophy and Commissioner Richard Walden in favor and
Commissioner Joe Albo and Commissioner Dalton Cole opposed.

Motion to Approve City of Page Contract of Transmission and Delivery – The
Executive Director stated that the City of Page has a continued agreement with Western for
network transmission service. In the past, this agreement has been signed without any
concurrence or agreement by the Power Authority. Western has revised their guidelines to
comply with FERC and would like the APA’s concurrence on this contract. The Executive
Director recommended that the motion to sign this agreement as requested by the City of Page be
approved. Commissioner Richard Walden made the motion and Commissioner Dalton Cole
seconded the motion. Commissioner Joe Albo raised a question with regard to the legal
consideration for APA upon signing this agreement. It was stated that there were no significant
legal ramifications to APA on signing this agreement. After further discussion of this matter, it
was determined that this item will be discussed further at the March 20th Commission Meeting.
Commissioner Walden and Commissioner Cole withdrew their motion to approve this
agreement.

Power Operations Matters – Mr. Gazda presented the power operations report and
noted that we anticipate more precipitation in the form of rain and snow in the Upper Basin.
Mr. Gazda reported that a different timeframe is being used for the 30 year average. The old
average used the period from 1971 to the year 2000. The Bureau of Reclamation has revised the
average based on a new time period from 1981 through 2010. The numbers incorporate the
entire drought period that we have experienced in recent years. In addition, we are far below the
snowpack we had last year. Mr. Gazda believes that we will still meet the equalization criteria
and therefore we can expect more water to be released from Lake Powell. The 24 month study
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shows that we expect inflow to Lake Powell to be 71% of normal at the end of the year. The
year-to-date statistics show the Upper Colorado River Basin is at 82% of normal precipitation.
The reservoirs in the Upper Basin are 67% full. Lake Powell is 64% full with an elevation of
3,636 feet as of February 13, 2012; however, Lake Mead is only at 57% of storage capacity with
an elevation of 1,134 feet. Since last year, we have had an increase of about 4 million acre feet
at Lake Mead and 2 million acre feet at Lake Powell for a total of about 6 million acre feet in the
system.

Vice-Chairman Brophy asked if the lake levels are a determining factor in assessing a
rate increase to APA customers. Mr. Gazda explained that lake levels along with water flow
down the river are the determining factors for energy production.

Approval of Navajo Nation v. U.S. Stipulation for Dismissal – Mr. Fant gave a brief
description of the issues involved in the proposed dismissal of the lawsuit involving the
Navajo Nation and the Hopi tribe as a result of the introduction of legislation to be considered by
the Congress. Mr. Fant stated that Senator Kyl introduced the legislation a few days ago.
Mr. Fant recommended that the Commission approve dismissal of the litigation based upon the
conditional stipulation pertaining to the tribes’ ability to have the federal legislation enacted.
Commissioner Walden made the motion for the APA to approve the settlement. Vice-Chairman
Brophy seconded this motion. It passed unopposed.

Hoover Post-2017 Process and Allocation Activities – Mr. Fant reported that most of
the legal issues regarding the Hoover Post-2017 Allocation process have already been discussed.
He noted that he will be going through the Red Book systematically in order to prepare the list of
principles, policies and guidelines and then compare them to existing statutory and regulatory
authority. The Red Book also will be posted to the APA website and is available on CD.

Updated Style of Arizona Power Authority Commission Meeting Agenda – Mr. Fant
next stated that Commissioner Joe Albo had asked to have the Commission meeting agenda
format scrutinized carefully by staff at the Attorney General’s office in light of any potential
Open Meeting Law issues. Mr. Fant asked Joy Hernbrode, of the Attorney General’s office, to
review our general meeting notice and agenda format. She was very helpful in recommending
modifications. We now have what Ms. Hernbrode called “best of class” language in many
places in our agenda.

Arizona Power Authority’s State Allocation Process Format – Mr. Fant stated that the
Authority has only put together the format for what he calls the Section 201 process mandated by
regulations. There are more steps prior to the Section 201 process which are voluntary and
which could be added that will benefit customers, participants, and Commissioners. Mr. Fant
will review his ideas with the APA staff and create a preliminary flowchart for the staff’s review.
Mr. Fant is also working with Anne Pongracz, who is the Assistant Attorney General in Nevada.
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Schedule D Power and Allocation to Customers – Mr. Fant briefly discussed his
thoughts on the process for the allocation of Schedule D power and stated there are different
ways to approach the allocation of this power.

Finally, Mr. Fant stated that he has been working on reviewing the old 1984 application
forms and found the first power purchase certificate issued by the Arizona Power Authority on
March 19, 1949, which has the signature of Colonel Dougherty. This document has been framed
and is now hanging in the hallway by the Executive Director’s office. It is contract No. 1C and
was issued to the Arizona Edison Company, which is now Arizona Public Service.

EXECUTIVE SESSION – FUTURE REGULAR COMMISSION MEETING

The Chairman called for a motion to authorize an Executive Session for the next regular
Commission Meeting, if necessary. Commissioner Richard Walden made a motion to authorize
an Executive Session for the next regular Commission Meeting, if necessary. The motion was
seconded by Vice-Chairman Stephen Brophy and passed unopposed.

EXECUTIVE SESSION – TODAY’S MEETING

Chairman Hudson stated that an Executive Session would not be necessary today.

COMMISSIONERS’ COMMENTS

Transcript of the Commissioners’ Comments

Brophy: Mr. Chairman, I have been thinking about this for a couple months and I made a
list of stuff that I wanted to bring up. It’s not on our agenda so we can’t act on it,
but I’d like the staff to, in some form or fashion that doesn’t take too much time,
which I will try and avoid and put it on our agenda for next month to discuss. I
heard from a number of customers and I…that caused me to notice it myself that
we don’t make readily available some of the items that we’re asked to approve.
We saw two occasions of that with the Van Scoyoc contract and one other thing
to that…I forget…. in addition to that, the checks that we approve, or the
payments that we authorize. I see in the Agenda, in Marcia’s section, that it says,
“A list of the expenditures to be approved at the meeting will be available at the
Power Authority 24 hours prior to the meeting.” What I’d ask the staff to
consider for Commission direction maybe next month is that we post those online
so that people can see them.

Secondly, and this is one that I debated about bringing up, but I just decided that
in conscience I had to. There were questions raised to me about the October
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minutes. In particular, the last two paragraphs of the Executive Director’s report
in October, which we approved in November. And what I would ask be done is
that an excerpt be taken from those minutes, those last two paragraphs in the
printed minutes and that a transcript of what was said be produced. Not of the
whole meeting, but just of that last part, for inspection by the Commission and by
the public.

The third thing sort of relates to that. We are going into a process where we are
going to be scrutinized, probably not by people who approve of what we do, but
reasonably by people who disapprove of what we do. We have obligations with
transparency. And some of those are…. I mean we are all committed to that. I
don’t think that anybody is trying to hide anything. But some of those have a
mechanical limitation. And I would like the staff to explore the possibility of
acquiring a better recording system and maybe a tape system instead of a digital
system so that if there is any need to review things, like I think there is with
respect to say, the October minutes, that it be easy and credible.

The fourth thing is that I would like to ask the Commission to consider asking the
staff to post our draft minutes online. We have our meetings on Tuesday, so I
would like to kind of have some sort of deadline, that doesn’t kill people that
allows those who are interested to review them. My suggestion would be by say
Friday afternoon following the meeting.

Fant: The Open Meeting Law requires within 72 hours.

Brophy: Are they posted online?

Fant: It requires them.

Angulo: They’re ready. Mr. Chairman, they are ready for review by anyone within
72 hours, but they are not posted anywhere. We…I transcribe them, we go over
them and they’re pretty much ready by that Friday after the meeting, but they are
not posted.

Brophy: So, it doesn’t sound like there is a barrier to that. And we talked about, briefly,
and I guess the staff is going to investigate the feasibility of it, and I am not
suggesting court recorders at every little two-bit meeting, but if keeping some sort
of a pretty relative record of our fact-finding in open session in this preliminary
process. I don’t want to beat that to death.

Walden: Could you be more specific?

Brophy: What we talked about earlier with regard to keeping track of the meetings that we
have in the 2017 Allocation process.
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Walden: You mean, oh the customer meetings. Not just the Commission Meetings….

Brophy: We do at Commission Meetings, but I am saying… because as I say one of the
things that jumped out at me in just glancing through that Red Book…and they
didn’t post all of the stuff that is there, but I gather there is plenty of it and that
there was a body of information that was collected. And you guys at the meeting
last Thursday talked about data. Well, part of the data is not just how many KW
you use, but rather what you’re thinking and what we’re doing. And there are
letters that came too that Dalton talked and there was talk at that meeting of some
others input coming in…I can’t remember what it was…anyway, I just wanted to
be sure that we had a diligent record of that.

Finally, we had sort of preliminary to our…right after I think that legislation
passed, our counsel provided what characterized to me as a legal opinion about
who was and wasn’t eligible for Hoover Power from the Arizona Power Authority
to a domestic water district in Tucson. And it struck me that legal opinions are
the communication of lawyers to their clients rather than lawyers to outsiders. I
know that the Attorney General’s office…I don’t know, but I just heard, they
issued a legal opinion, which to me is sort of an interpretation of the statutes. But
I would like us to review sort of briefly at the next meeting how our counsel
issues stuff and, if they are legal opinions, it seems to me that they ought to go to
the Commission rather than to outsiders. And if Jim Sweeney wants a legal
opinion, he can go get a lawyer himself to get one.

J. Sweeney: I’ve got dozens.

S. Sweeney: Some are better than others.

Brophy: But he doesn’t have just one. He’s a polygamist when it comes to lawyers. In
any event, I would like to regularize that so that we just don’t have stuff
emanating from here that would create small problems. That’s my housekeeping.
Thank you. I’ll put my broom away.

Chairman Hudson thanked Vice-Chairman Brophy for his input. Commissioner Walden
asked that the recording device obtained by APA be of high quality and with more than one
microphone so that a clear recording of everyone’s statements could be recorded.

VISITORS’ COMMENTS

Jean McGrath stated that with regard to sweeps by the Governor’s office, she believes
that it looks like APA has extra money that is not needed. She further objected to the APA
spending $60,000 a year for scholarships. She stated that if the APA has money that can be
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given away, then APA is in danger of having that money swept. She recommends that the APA
terminate their scholarship program.

Robert Lynch commented on the preliminary effort by the APA regarding the Hoover
Post-2017 Allocation process and thinks that this will be very important to this process as it
moves forward. He is encouraged by the comments of the Commissioners and believes that this
will help in the informal part of this process.

Grant Ward stated with regard to the approval of the intervening of the lawsuit with the
Indian tribes – for information purposes – he believes there is about 6,400 acre feet that would
come through the pipeline coming out of the Colorado River. So that has to be made up from
various ground water sources.

ADJOURNMENT

With no further business to come before the Commission, the meeting adjourned at
11:42 a.m.

__________________________________________
Chairman

ATTEST:

__________________________________
Secretary


