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Public Information and Comment Draft Plan Hoover Power Allocation
Post-2017" distributed December 29, 2014

Dear Mike:

On DeceÍìber 29, 2014, the Arizona Power Authority (the "Authoriff' or "APA")
issued a document entitled "A¡izona Power Authority (Revised) Public Information and

Comment Draft Plan Hoovet Power Allocation Post-2017" (the "Revised Draft Plan'). The
Authority has requested written comments on the Revised Draft Plan by January 28,2015.
The comments contained herein are submitted on behalf of Buckeye Water Conservation and

Drainage District, Electrical District Number Six, Electrical District Number Seven, Maricopa
County Municipal Water Conseryation Distict Number One, Ocotillo Water Conservation
District, and Roosevelt krigation District.

l. General

In general, the Revised Draft Plan is shaping up nicely. Significant strides have been

made, due in no small part to the level of focus and expertise brought to bear on this process

by the consultants hired by APA to help move the reallocation process forward. We also are

appreciative of the extra effort and time that the APA staff and Commissioneß have devoted
and their commiûnent to an opeî and fair process. The APA has made a strong record to date

and has provided an abundance of opportunities for particþation by interested stakeholders.

Thank you.
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2. Comments on the Revised Draft Plan

IVe agree generally with the approach outlined in the Revised Draft Plan's
Alternatives 1 through 5, although we advocate for an altemative to the Excess Federal
Resou¡ce Test (outlined in other comments). Specifically, we support and continue to
advocate for Altemative I (refened to as Spreadsheet I in the Originat Draft Plan), as it
relates to APA's existing customers. Altemative I is consistent with what the existing
customers advocated for in the Hoover Power Allocation Act of 201l, would be equable for
all existing and new customen¡, and would be consistent with the treatment of Hoover A and
B contractors and subcontractors in the states of Califomia and Nevada and consistent with
the approach used by WAPA.

We concur that the issues framed in Section V of the Revised Drafr Plan are'þolicy
issues," within the sound discretion of the Authority. We offer the following commerits as a
preliminary response to these policy issues. Also, we want to note that we support the
conclusions contained in the following sections:

Section II(A)(2): "Arizona Allocation - Post-1987 Hoover Power - The 'Red Book."'
We support this section's conclusion that the *Red Book" is not a rule or a policy
statement of general applicability; rather, the Red Book was an administrative action
taken in 1985, and while the Authority has the discretion to utilize and incorporate
concepts from the Red Book, it is not required to follow the same or give it the
deference of a formal rule.

Section II(B)(3): "State Law Applies to the Authority's Allocation of Post-2017
Hoover Power." We support this conclusion.

Section III: "Administrative Procedure." We support the administrative procedure
outlined in the Revised Draft Plan.

Section IV(A): "Key Legal Issues, Schedule A Power." We support the conclusion
that to be eligible for an allocation of Schedule A power, an applicant must be a
person or entity that is a district, state agency, federal Indian agency, city, or town.
We also support the Revised Draft Plan's conclusion with respect to the preference
provisions of A.R.S. $ 30-125(A) and the definition of "District."

o Section V: We support an approach whereby the Authority makes a preliminary
decision with respect to each policy issue prior to initiation of the formal process, with
sufficient time to allow commefit in reaction to the same. That appears to be the
approach discussed at the January 2015 APA Commission meeting.

a. Leneth of Contract (Paees 47-48)

We support a contract length of 50 years. The Revised Draft Plan accurately notes
that under the Hoover Power Allocation Act of 2011, the Authority's Post-2017 allocation of
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Hoover power is for a period of 50 years. The Revised Draft Plan also notes that it is within
APA's discretion to enter into contracts for shorter periods. We agree with the Revised Draft
Plan's characterization of the comments in support of a 5O-year term and, to avoid
unnecessary redrmdancy, incorporate them herein by refersnce. We likewise concur with the
Revised Draft Plan's conclusion that "[t]he Authority does not need to use shorter contract
terms as a tool for managing changed circumsta¡rces."

In support ofa shorter term of25 years, comrnents cited the fact that customers' loads
will continue to change. The Revised Draft Plan noted that a "shorter contract term may also
be advisable given the possible, and perhaps significant, changes in the Authority's operations
and in the Authority's Customeß' operations in the upcoming years." The Revised Draft Plan
is seerningly stating that a shorter contract term may be warranted for two reasons:

The Bureau of Reclamation Colorado River lnterim Guidelines for Lower
Basin Shortages and Coordinated Operations for Lake Powell and Lake Mead,
73 Fed. Reg. 19,873 (Apr. 11, 2008), terminate on Decenfter 31,2025.

Pursuant to the Arizona Water Settlement Agreement and the Arizona Water
Settlement Act of 2004, Pub. L. No. 108-451, 118 Stat. 3478, a number of
districts (and cunent Customers of the Authority) will relinquish their long-
term CAP subcontracts for non-Indian agricultural priority water in exchange
for other relief and, thus, by 2030, these districts will no longer have
contractual rights to their shortteml supply of CAP water and will rely solely
on groundwater.

However, close examination reflects that these issues do not actually weigh in favor of
a shorter contract period. With respect to the Interim Guidelines, at this point it is pure
conjecture to hlpothesize whether a future guideline would have "signiñcanf' changes or
otherwise impact the power contracts. Moreover, APA has the authority, pursuant to A.R.S. $

30-127 , to tefininate a cont¡act after 20 years if, for example, in the future, a new policy or
guideline causes significant changes in APA's and/or its customers' operations. The
Resource Exchange Program also provides flexibility to APA to ensure that any excess

resource is redistributed to other APA customers. Consequently, a speculative change in the
future is not a credible basis for refusing to have a 50-year contract term consistent with the
Federal Legislation, the treatment customers in Nwada and Califomia will be receiving and,
perhaps more importantly, the treaÍnent of the new, non-tribal Arizona entities that recEive an
allocation of Hoover D-I. It is untenable to suggest that new D-l customers contracting with
APA receive S0-year contracts and that existing customers receive some lesser terrn.

With respect to the change in 2030, the CAP Districts' needs will actually increase in
2030, as they will have to rely more on groundwater. The need for increased groundwater
pumping in the future speaks to the need for a stable, cost-effective power supply. It is
unclear why increased demand in 2030 would necessitate a shorter contract period. Also, any
concem regarding future changes is abated by the Authority's disc¡etion under A.R.S. $ 30-
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127. Consequentl¡ relinquishment of CAP subcontracts in 2030 is not a credible basis for
refusing to have a 5O-year contract term.

b. Substantiation ofData in Apolications lPaees 49-50)

We support a requirement that documsntation needed to substantiate data used in the
Applications be required as part of the initial application. On Page 17 of the Revised Draft
Plan is an outline of a process for determining whether a particular application is
"administratively complete." We support the process outlined on Page 17, including its
conclusion that if a deficiørcy is idmtified in an application and the application fails
the same, then the application is deemed deñcient and will not receive further consideration
by the Authority"

Also on Page 17 is a list of the potential types of information the Application will
require. The list identifies the previous five years' load data and previous five years'
pumping equivalent load data as t)?es of information that the Application will require.
Requiring the documentation used to substantiate the load data as part of the application
process, would expedite the Authority's review of the applications, and help ensure that
deficient applications are screened at the outset. Vr'ithout the substantiating documantation,
the Authority would have to guess what type of documentation existed and request the same.
Each customs may have slightly different substantiating documentation, and it should be
incumbent on the customers to provide the documentation proactively and not the burden of
the Authority to identifu and request the same. Simply stated, the customers are in the best
position to know what documentation exists to substantiate the data required in the
Applications and, consequentl¡ it should be the obligation of the custom€rs to provide the
same as part of their Initial Application.

c. Power Purchase Certificates (Paees 5l-52)

We agree with and, thus, incorporate by reference, the analysis of the Power Purchase
Certificates issues on pages 51-52 ofthe Revised Draft Plan. We continue to advocate for an
approach whereby the Authority passes a resolution that the 1987 Power Puchase Certificate
with the PPC Termination Provision will remain effective so long as the holder is a 'þarty to
øny Power Sales Contract." To require existing Power Purchase Certificate holders to reapply
would be a make-work project that neither the APA staffnor the existing customers need.

d. Reimbursement (Paees 53-54)

Previously, we advocated for the rEimbursernent of four categories of prior expenses
the current customers have incurred, or may incur, which will disproportionately benefit new
customers (if there is no mechanism for future customers to repay their proportionate share
and for such repayments to be repaid to the existing customers):
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Cateeorv I -D-l Repayable Advances.

Cateeorv 2 - D-2 Rçayable Advances.

Cateeory 3 - Reallocation Expenses.

Cateeory 4 - Parksr-Davis and Intertie Repayable Advances.

The Revised Draft Plan only framed the policy issue for Categories I through 3, and
did not mention or frame Category 4. With respect to Category 4, currently the APA advance
funds its payments for Parker-Davis and Intertie transmission service and such advances have
been paid by the current APA customers. If the money advanced by the Authority to
Westem for Post-2017 Hoover deliveries change or the customers advancing that money
changes, then the APA should ñrlly reimburse its existing customers and solicit new advances
for Posf 20 I 7 transmission service provided by the APA. The Parker-Davis/Intertie
Transmission Repayable Advances should be reimbursed by the new customers to the old
cusûomers in the same way as the USBR Repayable Advances are reimbursed.

All four of these categories are policy issues addressed in our previous written
submittals. We concur generally with the Revised Draft Plan's framing of these policy issues,
but note that it omitted discussion of Category 4. We would only add that we continue to
advocate for a mechanism whereby new customers are required to repay their proportionate
share for each of these categories, with such repayment flowing to the existing customers.
This approach would be equable, equitable, and consistent with the general approach taken at
the Federal level.

3, Inclusion of Materials Generated in the Preliminarv Process

We support, and agree with the necessity of, the Revised Draft Plan's conclusion to
include in the ultimate administrative record at the conclusion of the Formal Process "[a]ll of
the materials gorerated in the Preliminary Process." Revised Draft Plan, at p.13. Wé likewise
support the inclusion of transcripts from informal workshops and formal APA meetings and
conferences in the ultimate record at the conclusion of the Formal Process. Id. However, an
issue has arisen because, on September 16,2014, APA held a formal, duly-noticed meeting, I

at which we provided comprehensive oral testimony, which was broadly supported by the
existing customers and their representatives. Due to unexplainable technical difliculties, the
portion of the transcript reflecting our comments and numerous other comments supporting
Spreadsheet I was los! damaged, or destroyed. Consequentl¡ our oral testimony, that of our
clients, and that proffered by other customers in support of the same, is not currently part of
the administrative record and, thus, is not capable of being given the same review as other
oral comments proffered at formal APA meetings.

I I tlink ofthis as the day Jim Sweenoy foll offthe ladder
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We provide the following summary of our oral testimony from the Septernber 16,

2014, APA meeting for inclusion in the administrative record:

r Spreadsheet I of the "Arizona Power Authority Public Information and Comment
Draft Plan Hoover Power Allocation Post-2017" (the "Original Draft Plan"), dated
March 17, 2014, was the only altemative identifred in the Original Draft Plan which
was equable and would receive the broadest support by existing customers.

. Under all other Spreadsheets of the Original Draft Plan, there would be "winners," i.e.
those existing customers that would receive more capacity and energy Post-2017 than
they are currently receiving; and "losers," i.e. those existing customers that would
receive a reduction in the capacity in Post-2017 and would receive more than a 5%;o

reduction in energy Post-2017.

o None of the winners are asking for an altemative which benefits thern at the expense
of the losers; all existing customers support the same reduction contønplated by the
Hoover Power Allocation Act of 20 I I , a I o/o increase in capacity for existing
customers and a 5o/o decrease in energy of existing customers, for the creation of a
new pool of energy for new customers, *D-I andD-2 Power."

o For MWD, under Spreadsheets 2A tlrough 38, the best-case scenario is that it is a
loser that suffers a 39.86% reduction in capacity and a 43.44%o reduction in energy
under Spreadsheet 24.

o For ED6, under Spreadsheets 2A through 3B, the best-case scenario is that it is a loser
that suffers a 77.46Yo reduction in capacity and a 22.37Vo reduction in energy under
Spreadsheet 28.

e For BWCDD, under Spreadsheets 2A through 38, the best-case scenario is that it is a
loser that suffers a 4.1l7o reduction in capacity and a9.94Vo reduction in energy under
Spreadsheet 28.

r For ED7, under Spreadsheets 2A through 38, the best-case scenario is that it is a loser
that suffffs a 64.790/o reduction in capacity and a 66.89%o reduction in energy under
Spreadsheet 34.

o For OWCD, under Spreadsheets 2A through 38, the best-case scenario is that it is a
loser that suffers a 60.33% reduction in capacity and a 62.7lVo reduction in energy
under Spreadsheet 34.

o For RID, under Spreadsheets 2A through 3B, the best-case scenario is that it is a
winner that gains a 169.5% increase in capacity and a 153.619io increase in energy
under Spreadsheet 3B. Although RID would stand to gain significantly via
Spreadsheet 38, it, like other winners, is advocating for the equable approach
contained in the Hoover Power Allocation Act of 201 l.
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Attached hereto is a copy of the PowerPoint presentation that we used to supplement
our oral testimony. Our oral testimony was provided by my colleague, Sam Lofland, and was
supported by the oral comments of R. D. Justice, Bill Stacy, Donovan Neese, Paul Orme, Jay
Moyes, Ken Saline, Fritz Beeson and several other existing customers. The comments
proffered in support of our presentation were likewise not recorded. Given the current
Altematives framed in the Revised Draft Plan, it does not appear necessary to try and recreate
a transcript from memory at this time. However, we wanted to provide this general summary
to supplement the record.

Thank you for the opportunity to comment and for all of the hard work that has gone
into this process to date.

Very truly yours,

Sheryl A. Sweørey /

c: Ed Gsrak
Jim Wales
Bill Van Allen
R. D. Justice
Glen Vortherms
Jim Sweørey
Ike Basha
JeffWoner
Donovan Neese
Ken Saline
Dennis Delaney
Kirsten McCh¡e
Jay Moyes
Bob Lynch
Paul Orme
Mark McGinnis
Sam Lofland


