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Arizona Power Authority
Attn: Mr. Robert Johnson
Post 2017 Allocation Process

1810 West Adams Street
Phoenix, AZ 85007-2697

RE: Preliminary Proposal, Hoover Power Marketing 2017

Dear Mr. Johnson:

This letter provides comments to the Arizona Power Authority (“Authority” or “APA”)
on the Authority’s Hoover Power Marketing Post-2017 Preliminary Proposal dated June 15,
2015, (the “Preliminary Proposal”) on behalf of Aguila Irrigation District, City of Safford,
Electrical District Number Eight, Harquahala Valley Power District, McMullen Valley Water
Conservation & Drainage District, and Tonopah Irrigation District. We have previously
submitted oral and written comments to the Authority with respect to the informal Hoover Post-
2017 allocation proceedings and publications of the Authority and its consultants leading up to
the Preliminary Proposal. These comments are supplemental to and incorporate by this reference
our prior comments, as applicable.

We express appreciation to the Commissioners, Authority staff and the outside legal and
engineering consultants for their dedicated, best-faith efforts to achieve the best allocation result
for Arizona. We recognize that the Preliminary Proposal is a product of many inputs and
competing interests, and it attempts to balance complex legal and policy issues within the wide
scope of discretionary responsibilities delegated by law to the Authority Commissioners. We
commend that extraordinary dedication and hard work.

Not surprisingly, we do not fully support or agree with every decision reflected by the
Preliminary Proposal. Our comments will briefly raise a few concerns in the hope that these and
the concurring comments of others might persuade the Authority to yet alter some troubling
provisions of the Preliminary Proposal before publishing the final Notice of Eligibility and
Proposed Allocation anticipated on July 17, 2015 (the “Final Notice”). In the end, the interests
of all will be best served by an administrative process and record that is legally bolstered by
having considered all relevant issues.
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The One-Percent Additional Haircut

For the record, we believe that the proposed additional one percent reduction in the
current Hoover A customers’ allocations contravenes the intent of Congress and disregards the
good-faith reliance and expectations reflected and codified in the Hoover Power Allocation Act
of 2011 (“HPPA”), viz., that “new entrants” be allocated power only from the substantial Hoover
D pool carved out specifically for that purpose. That said, however, we are prepared to support
the allocations of Hoover resource proposed by the Preliminary Proposal1 for the above-named
entities, respectively, notwithstanding our disagreement and disappointment with the last-minute
one-percent “A haircut”. If any new allottee of Hoover A fails to meet all of the requirements
for actual, practical use of its allocation, we certainly will expect that allocation to be returned
pro rata to those who incurred the extra haircut.

We also note certain other provisions of the Preliminary Proposal that are troubling to us,
but which more directly affect other entities’ proposed allocations. We identify the following
concerns out of support for changes we think would improve the overall legal and policy
integrity of the final allocation.

The Material Cut From CAWCD

As an example of major concern, we think it is unnecessary, as well as faulty policy
reasoning, to reduce the Central Arizona Water Conservation District (“CAWCD”) allocation in
order to find additional resource to address new municipal and/or cooperatives applications.
Taking power away from the Central Arizona Project (“CAP”), thus driving its water rates up,
while giving the Hoover D-2 power to the major cities who pay CAP water rates begs economic
sense as merely an inefficient filling of one pocket by emptying the other. Notably, most of
those CAP-customer cities already received Hoover allocations from the Western Area Power
Administration (“Western”) in the D-1 process. Taking power from CAP costs all CAP
customers, agricultural and municipal; but the concomitant proposed redistributions of Hoover B
and D-2 only benefit some of CAP’s customers.

The Cooperatives’ “Joint” Application

It is neither necessary nor appropriate to allocate Hoover B power to AEPCO under a
“joint application on behalf of” its member cooperatives who already received D-1 allocations
from Western. Nor is it legal. Both Western and the Authority have concluded that an applicant
cannot legally receive allocations of both Hoover D and Hoover A or B. Those cooperatives

1 We understand there are several math and/or data errors in the Preliminary Proposal, which we expect will be
corrected and which, along with resulting rounding adjustments, may result in de minimus adjustments to the final
allocation numbers.
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who received D-1 are not qualified to receive Hoover B; and a joint application under cover of
their “parent”, AEPCO, based upon their same loads and service territories, does not remedy that
disqualification. In fairness, it should be noted that their joint application did not request B (due,
one must presume, to their understanding of their disqualification for B by having earlier
received D-1.) The Authority should not change that request and allocate Hoover B to the
cooperatives in contradiction of the HPPA and the Authority’s own stated policy and legal
position. But neither should the Authority feel compelled to deplete the bulk of the D-2 pool to
respond to additional requests by the cooperatives -- or any entities -- that received D-1
allocations.

Page and Mesa Dual Applications

The City of Page and the City of Mesa are, respectively, single municipal corporate
entities. Each has both water and electric municipal utility service operations serving its citizens.
The electric loads of the city water utility are surely as attributable to the city and its citizens as
are the electric loads of the city electric utility. As a matter of principle, labeling the water utility
as separate from the city should not be allowed to create two valid applications and allocations,
even if they are small. Here again, the same entity cannot legally receive allocations of both D
and B power.

The D-1 Allocations Materially Advance Widespread Use

We don’t understand or support the notion that the Authority must necessarily add
allocations to applicants who received D-1 allocations. The proposal to add allocations to the
cooperatives and cities who received D-1, reflect, in our opinion, a broader policy deficiency in
the Preliminary Proposal: the failure to fully recognize and properly weight the material
contribution of the Western D-1 allocations toward the Authority’s goals of achieving
widespread use and optimizing the breadth of economic benefit from Arizona’s Hoover resource.

The D-1 allocations, although conducted by Western, constitute a significant distribution
of the total Hoover power benefits among a wide geographic and economic spectrum of Arizona
municipal, tribal and cooperative beneficiaries. Non-tribal Arizona allottees have already
received 17,584 kW of D-1 power, which must be recognized and accounted for, in addition to
the 11,510 kW remaining for the Authority’s use to respond to applications of entities not
receiving D-1 allocations.

It is unnecessary and counter-productive to, in the name of widespread use, with one
hand add a second helping of Hoover power to municipalities and cooperatives that were already
meaningfully recognized in the D-1 process, while, with the other hand, reducing the allocation
to CAP -- who serves the greatest number of beneficiaries of any single utility organization in
Arizona.
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D-2 allocations should be used exclusively for those “new entrants” who can actually
take and make practical use of Hoover power and who do not already have D-1 or any other
federal resources. The fact that the Authority received a large number of unanticipated
applications should not alter that policy, especially in light of the large number of those
applications that came from D-1 recipients.

Miscellaneous

In response to the post-allocation questions raised by the Preliminary Proposal, we offer
the following:

Declined allocations of Hoover A, B or D should all be reallocated by the Authority in a
manner that will, in net effect, mitigate, pro rata, the additional one-percent “haircut” reductions
of the proposed Hoover A allocations.

New allottees should be required to pay aliquot shares of the Western repayable advance
reimbursements, as well as the outside legal and consulting costs incurred by the Authority in
this post-2017 allocation process, both of which should be credited only to the accounts of the
1987 contract customers who have advanced or paid those costs.

Thank you for the opportunity to comment as this multi-year process nears its most
critical milestone. We appreciate, as always, the Authority Commissioners, staff and consultants
for the thoughtful consideration of our interests and input.

Sincerely yours,

Jay I. Moyes

cc:
Jenny Howard
Jim Downing
Jeff Woner


