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Madam Chairwoman and Members of the Subcommittee, my name is Richard S. Walden.
I am the Commission Chairman of the Arizona Power Authority (APA), which is the state
agency designated by federal and state law to receive and distribute Arizona’s share of Hoover

power within the state of Arizona. | have been a Commissioner for 25 years.

Who are we?

The State of Arizona created APA in 1944 to take and receive on behalf of the state,
electric power developed from the waters of the mainstream of the Colorado River including
Hoover Dam. Arizona’s model of creating a state-based authority for distribution of federal
preference power is similar to that used by the State of Nevada, in that both manage their Hoover

power through a public power entity.

APA currently purchases the Hoover power it receives pursuant to a 30-year contract
with the Western Area Power Administration (Western). Western is a power marketing agency
of the United States Department of Energy. APA operates on a cost-of-service basis and sells
the Hoover power it receives to 30 wholesale, non-profit customers within the state. (See
Exhibit RSW-1.) This distribution is governed by strict adherence to the terms of the Boulder
Canyon Project Act of 1928, subsequent applicable federal statutes and regulations, including the

Hoover Power Plant Act of 1984, as well as Titles 30 and 45 of the Arizona Revised Statutes. As



a member of the APA’s Commission during the last time we deliberated upon the allocation of
Hoover Power in the 1980°s, I can personally attest to the fact that APA employed a fair,
transparent and forward looking process to negotiate contracts in the best interest of our region,

the State of Arizona and the taxpayers of this country.

APA’s largest customer is the Central Arizona Water Conservation District (CAWCD)
which uses Hoover power to pump Colorado River water to supply 3.2 million consumers,
including Native Americans, with water for home consumption, agriculture, and manufacturing
in the desert communities of Arizona. CAWCD receives 42.86% of the Hoover power allocated
to Arizona. APA also sells power to the Salt River Project, which serves the electric power
needs of approximately 964,000 customers in Arizona and uses Hoover power to provide the
needs of 152,000 residential, agricultural and industrial water users. The remaining one-half of
APA’s Hoover power is sold to irrigation districts, electrical districts and municipalities
throughout Arizona. This power is absolutely essential to the customers of the APA because it
provides efficient electric energy to the people of Arizona. It is important to understand that the
people of Arizona have been receiving this power for approximately 65 years; and they have

developed an economic infrastructure based on its use. Their livelihood depends on this resource.

As Chairman of the APA, | can attest that APA makes every effort to receive, transmit
and deliver the Hoover power to its customers in an efficient and cost effective manner. In a
normal water year, APA receives 377 megawatts of power and more than one million megawatt
hours of energy on behalf of the state. APA has eight full-time employees who carry out their

responsibilities on an efficient and expeditious schedule and report, on a monthly basis to the



APA Commission, citizens appointed by the Governor. APA ensures that the Hoover power is
used in the most efficient manner for load-following and meeting the peak loads of the state of
Arizona. This accomplishes two very important goals. First, it provides power to the customers
of the APA at a reasonable cost. Secondly, it reduces the use of fossil fuel for electric generation
and associated pollution. This is important to understand because by using Hoover power for
peaking and load-following purposes, APA minimizes the amount of pollution that would

otherwise be emitted into the atmosphere by fossil fuel generating plants.

That is why APA strongly endorses H.R. 4349, the Hoover Power Allocation Act of

2009. We believe that this forward-looking initiative is fair, reasonable and essential to Arizona,

the people of the southwest and conforms to the energy policy of the United States.

What does this bill do?

Hoover power was first allocated by the Bureau of Reclamation pursuant to the Boulder
Canyon Project Act of 1928. In 1984, Congress again allocated Hoover power through contracts
with state, municipal and utility contractors. These contracts will expire in 2017. The 1984
Hoover Power Plant Act distributed Hoover power to contractors under three different schedules

— Schedules A, B, and C.

Under H.R.4349, Congress would distribute Hoover power pursuant to Schedules A, B
and C ; however, each of the current Hoover contractors would contribute 5% of their Schedules

A and B power to a pool that would be distributed under a new Schedule D. Schedule D power



would be allocated to federally recognized Indian Tribes and other eligible entities that do not

currently purchase Hoover power.

Two-thirds of the Schedule D pool would be allocated through the Western Area Power
Administration; the remaining one-third of the Schedule D pool would be distributed in equal
shares through the Arizona Power Authority (for new contractors in Arizona), through the
Colorado River Commission of Nevada (for new contractors in Nevada), and through Western

(for new contractors in California).

Why we support the bill?

H.R. 4349 offers a forward-thinking and visionary approach that enables parties who do
not now have direct access to Hoover power in Arizona, Nevada and California to receive
significant amounts of that power through the creation of a new Schedule D. This proposed new
schedule allocates 5% of the actual capacity (103.7 megawatts annually) and energy from

Hoover Dam to new customers in the designated marketing region for Hoover power.

H.R. 4349 preserves the best of the governance structure which has enabled the people of
Arizona, Nevada and California to obtain access to critical power generated on the lower
Colorado River resulting in regional economic growth that benefits the overall economy. At the
same time, the bill recognizes the changes within the marketplace and allows for the inclusion of
new customers to have access to power, through a fair and open process, without devastating

those current users whose livelihoods and jobs depend upon access to Hoover power.



Finally, the bill maintains the important regional balance in distributing public power in
the southwestern United States. Efforts to dramatically change the terms of reference of this
measure could — however well intentioned — severely and adversely affect this balance, injuring
consumers and private and public enterprises that depend upon Hoover power to sustain their
livelihood and use it to create jobs and economic growth. We recognize that Native American
tribes and regionally based electric cooperatives — who do not now have direct access to Hoover
power because they did not seek access to it when the APA’s existing customer contracts were
established in the 1980°s -- have raised concerns with this legislation. The APA has met
separately with each group to listen to their concerns, better understand their needs and assure
them that the Authority will work with them to use a fair, deliberative and transparent public
process to allocate power from the proposed new Schedule D pool should H.R. 4349 be enacted.
We recognize that our role is one that requires a continued commitment to the public trust and

we intend to maintain our vigilance to this principle.

I want to take this opportunity to thank Chairwoman Napolitano for her leadership in
sponsoring this legislation, as well as Representatives Miller, Grijalva, Costa, and Baca for their
co-sponsorship of H.R. 4349. We respectfully urge you to pass this legislation expeditiously so
that it can be enacted before the end of the 111™ Congress. We stand ready to work with you and
your colleagues, along with any interested parties, to help expedite H.R. 4349’s timely

consideration.



ALLOCATION OF HOOVER POWER TO

Exhibit RSW-1

ARIZONA POWER AUTHORITY CUSTOMERS

Company Total Total

kW @ Gen. kW @ Del. Allocation %

Aguila I.D. 6,290 6,101 1.6684%
Avra Valley I.& D.D. 630 611 0.1671%
Buckeye W.C.D. 2,980 2,891 0.7905%
C.AW.C.D. 161,600 156,752 42.8647%
Chandler Heights C.1.D. 930 902 0.2467%
Cortaro-Marana 1.D. 6,440 6,247 1.7082%
E D #2, Pinal 19,450 18,867 5.1592%
E D #3, Pinal 15,900 15,423 4.2175%
E D #4, Pinal 19,450 18,867 5.1592%
E D #5, Maricopa 350 340 0.0928%
E D #5, Pinal 14,770 14,327 3.9178%
E D #6, Pinal 8,010 7,770 2.1247%
E D #7, Maricopa 10,500 10,185 2.7851%
E D #8, Maricopa 24,200 23,474 6.4191%
Harquahala P.D. 2,490 2,415 0.6605%
Maricopa W.D. 8,840 8,575 2.3448%
McMullen Vly W.C.&D.D 9,090 8,817 2.4111%
Ocotillo W.C.D. 2,390 2,318 0.6340%
Page 1,040 1,009 0.2759%
Queen Creek I.D. 1,770 1,717 0.4695%
Roosevelt I.D. 3,220 3,123 0.8541%
Roosevelt W.C.D. 6,760 6,557 1.7931%
Safford 2,080 2,018 0.5517%
Salt River Project 38,790 37,626 10.2891%
San Tan |.D. 520 504 0.1379%
Silverbell 1.D. 710 689 0.1883%
Thatcher 1,050 1,019 0.2785%
Tonopah I.D. 1,550 1,504 0.4111%
Wellton-Mohawk I.D. 2,910 2,823 0.7719%
Wickenburg 2,290 2,221 0.6074%
Total 377,000 365,690 100.0000%
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