Agency: Arizona Power Authority

Proposal: Power Authority Fund Transfer

FY 09 Savings: $1,000,000
FY 10 Savings: $0

This option would transfer $1,000,000 from the Power Authority Fund into the General
Fund in FY 2009, leaving the fund with a balance of $2.4 million. The Arizona Power
Authority (APA) manages Arizona s allocation of hydroelectric power from Hoover
Dam, and distributes this power, along with additional energy purchased to customers.
The Power Authority Fund's purpose isto provide monies to purchase excess electricity,
mostly from the Salt River Project, to sell at-cost to APA customers.

Excess electricity, known as a*“ supplement,” is requested and paid for on a month-to-
month basis by APA customers. The balance of the APA Fund isused to “float” the time
between the purchase of electricity and payment by customers after delivery. Intheir
latest audit, the APA reports having purchased roughly $6 million of electricity in al of
FY 2007, for an average of $500,000 per month. However, the APA states that
supplements are more likely during times of peak energy usage, such as the summer.
Given that the APA’s annual audit lists $833,000 in electric contracts payable as of June
2007, a peak energy month, it seems unlikely that the APA’s demand for cash would
exceed $2 million. The proposed fund transfer leaves the Power Authority Fund with a
$2.4 million balance.

Proposal: Hoover Uprating Fund Transfer

FY 09 Savings: $1,000,000
FY 10 Savings: $1,000,000

This option would transfer $1,000,000 from the Hoover Uprating Fund into the General
Fund in FY 2009 and FY 2010. The Arizona Power Authority (APA) receivesits
allotment of energy from the Hoover Dam at no cost. APA customers, however, pay into
the Hoover Uprating Fund for transmission expenses and debt service relating to past
upgrades to Hoover Dam. The proposed fund transfers would leave the Hoover Uprating
Fund with an ending FY 2010 balance of $2.2 million, which exceeds the fund’s FY 2008
ending balance of $2 million. If the proposed fund transfers are not enacted, the Hoover
Uprating Fund’ s balance is expected to grow to $4.2 million by the end of FY 2010.
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