July 29, 2014

Mr. Michael Gazda
Arizona Power Authority
1810 W. Adams Street
Phoenix, AZ 85007-2679

RE:

CAWCD Comments to AP A Consultants' Issue Papers

Dear Mr. Gazda and members of the Commission:
CAWCD submits the following comments in response to the Issue Papers presented by the
Arizona Power Authority's (APA) legal consultants, Stuart Somach and Brittany LewisRoberts dated June 24, 2014.
I.

Length of Contracts

As stated in our previous comments dated April 28, 2014 CAWCD supports long term
agreements for Hoover Power. The term of the contracts is in fact a policy decision and
CAWCD encourages the AP A to extend the term of the contracts until the maximum time
allowed by law, i.e., September 30, 2067.

II.

Red Book

CAWCD is in support of the Red Book's inclusion in the administrative record as a relevant
historic document. The Red Book reflects policy decisions that embraced the legislative
intent behind Title 45, and the resulting allocation decision was legitimate, appropriate and
defensible. The same policy considerations apply today and the AP A in its discretion is
justified in relying on it to make future allocations.

III.

Eligibility for Schedule B Power

In response to the AP A's Public Information and Comment Draft Plan, some entities argued
for severely limiting eligibility for Schedule B power based on certain language of A.R.S.
§45-1708(B). These arguments are in error both with regard to that section, and when one
considers the entirety of Title 45.
Per A.R.S. §45-1708(B), uprating power is to be sold "at wholesale only .. .in such manner
and upon such terms and conditions, as shall be determined by the authority to be
necessary or advisable to effectuate the purposes of the State Water and Power Plan
(emphasis added)." The term "wholesale" is defined in A.R.S. §45-1702(13) to mean,
unless the context otherwise requires, sales to municipalities, districts or public utilities for
resale or distribution. Assuming the undefined "resale or distribution" restriction Applies
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to municipalities and districts, it nonetheless remains clear that CAWCD and other nonelectric utilities are eligible for Hoover B power. CAWCD "distributes" Hoover power to
its loads over the CAP distribution system as well as over an integrated transmission
system that includes the Intertie, Parker Davis Project, and the CAP Transmission System,
ultimately making its way to multiple sinks, i.e., CAP pumping loads spread across the
state. Likewise, every other APA customer distributes in some manner to its own loads as
well.
Consistent with the language of the statutes and the necessity to effectuate the purposes of
the State Water and Power Plan, the APA has determined that Hoover power may be
distributed in this manner to APA customers' loads. 1 That is precisely what each entity,
including CAWCD, does and has done for nearly thirty years. The APA has never
interpreted the law in any other way. If it had, many of the original purchasers of Hoover B
power would have been ineligible to receive it. This is a reasonable and logical
interpretation by the AP A, especially given the intent and purpose of the State Water and
Power Plan, which is to utilize the state's power resources to provide effective support for
the CAP. See §45-1701(4).
CA WCD encourages the APA to follow the interpretation provided by its legal consultant
and its own ongoing interpretation of what terms and conditions are necessary or advisable
to effectuate the purposes of the State Water and Power Plan. The AP A has previously
stated in its Draft Plan that the power resources in the State Water and Power Plan (i.e.,
Hoover uprating power) must be employed to support the water projects in the State Water
and Power Plan (i.e., the CAP). See Draft Plan at p. 25. The APA has provided such power
in support of the CAP and in the interest of the entire state of Arizona should continue to do
so.
IV.

Assumptions Related to 2011 Act

APA's legal consultants are correct in stating that existing customers assumed that the APA
would adopt an allocation where existing customers' post-1987 allocations would be
reduced in the same manner in which the AP A allocations were reduced in the 2011 Act.
Whether this assumption holds true is entirely a policy matter within the discretion of the
AP A. Nonetheless, in making Hoover allocations, it is an important consideration that
current AP A customers expended a tremendous amount of effort and time coming to a
reasonable consensus to carve out 5% of their current Hoover power allocations for new
entities in order to secure passage of the Hoover Power Allocation Act. CAWCD holds
firm to this commitment and is opposed to any alternative which deviates significantly
from this understanding. A significant reduction to CAWCD's allocation is particularly
concerning as this would substantially decrease the energy needed for CAWCD to maintain
its pumping loads for the CAP, and is not consistent with the declared purpose of the State

1

Section 9(b) of the Power Sales Contract provides: "The Contractor shall not sell, transfer, exchange or otherwise
dispose of any of the Hoover Power made available to the Contractor hereunder other than for the resale to its customers
in Contractor' s service area or its own use .. ."
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Water and Power Plan to use power resources and energy to provide effective support for
the state's water program as set out in A.R.S. 45-1701(4).
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