
Sierra Vista City Council 
Work Session Minutes 

July 14, 2016 
 
1. Call to order by Council Member Huisking– 3:00 p.m. in the City Hall, Council 

Chambers, 1011 N. Coronado Drive, Sierra Vista, Arizona. 
 
Roll Call 
 
Mayor Rick Mueller – present 
Mayor Pro Tem Bob Blanchard – absent 
Council Member Alesia Ash – absent 
Council Member Gwen Calhoun – present  
Council Member Rachel Gray – present 
Council Member Hank Huisking – absent 
Council Member Craig Mount – present 
 
Mayor Mueller announced that Mayor Pro Tem Blanchard is back at St. Joseph’s Hospital and 
Council Members Ash and Huisking are out of town. 
 
Others Present: 
Mary Jacobs, Assistant City Manager 
Jill Adams, City Clerk 
Laura Wilson, Procurement Manager 
Terry and Kelly Urbine, Current Insights Consultants 
  
2.         Presentation and discussion regarding Arizona Power Authority Allocation of Hoover  

Dam Power to the City of Sierra Vista 
 
Ms. Jacobs stated that this came about because the current contracts with the federal 
government are due to expire next year. They were 30 year contracts and. Congress in 2011 
mandated that five percent of the renewal needs to be made available to public entities that 
have never received Hoover Power. The Arizona Power Authority is responsible for managing 
the Hoover Power in the State of Arizona and as they went through their process, the City of 
Sierra Vista applied and did receive an allocation of 204 kilowatts.  
 
The purpose of the work session is to brief Council on a 50-year contract that will be presented 
on August 11th for approval in which it commits the City to receiving this power. Council will be 
provided all of the background behind what this will do for the City, what it will cost and what it 
will save in the future.  
 
Ms. Jacobs stated that the City did engage the services of Current Insights due to the 
uniqueness of Hoover Dam Power and introduced Terry and Kelly Urbine, the principles of 
Current Insights and specialists in the area. 
 
Ms. Urbine stated that the Hoover Dam is located near Boulder City, dams Lake Meade and is 
along the Colorado River. The Bureau of Reclamation is in charge of operating the dam and it 
was built as flood control and irrigation project; but it does have turbines so that when water is 
released from the dam, electrical power is generated. Western Area Power Administration, 
called WAPA or Western, is a federal department of energy that is involved with the 
dispensation of all of the power that comes from the Hoover Dam.  
 

http://www.sierravistaaz.gov/egov/documents/1467996617_60415.pdf


The federal project is called Hoover Dam and its related electrical output, The Boulder Canyon 
Project and those terms are used interchangeably. The dam has generated power since it was 
built and the first contracts started in 1937.  
 
Ms. Urbine stated that this is a unique opportunity because these are long term contracts that 
have traditionally gone to a very few entities in the tri-state area.  In Arizona, the state agency, 
Arizona Power Authority is a through contractor and that is who the City will have to deal with. 
APA contracts directly with Western and they make their allocations of the power that comes 
to the state and all of the nontribal entities in Arizona.  Cities like Sierra Vista will be 
contracting with the APA. 
 
Pictures of the dam were displayed along with a list of other cities that have received new 
Hoover allocations in this round. Sierra Vista is only one of 20 cities in Arizona who received 
this resource.  
 
A picture of the Boulder Canyon Project Marketing Area was displayed which depicts that most 
of Arizona; parts of Nevada and southern California are encompassed.  
 
Ms. Urbine stated that all of the contractors in California will contract directly with Western for 
their power; but Nevada has a state agency called the Colorado River Commission and 
Arizona has the Arizona Power Authority through which contracts are made.   
 
Ms. Urbine displayed another picture of the Hoover Dam when it was under construction in 
1932, standing in Lake Meade. She noted that the initial 1937 contracts expired and new 
contracts were made in 1987; but those are expiring now and so it is a unique opportunity 
because 2017 is the last chance that anyone will get to apply for Hoover power until the year 
2067.  
 
Sierra Vista received an allocation of 204 kilowatts of capacity and its associated 445,000 
kilowatt hours of energy and that is enough to supply 41 average homes or seven fire stations 
with electricity for an entire year. 
 
A chart was displayed showing how much Hoover Power costs relative to the prices charged 
by Sulphur Springs Valley Electric Corp. Hoover Power costs is about 3.5 cents compared to 
the retail rates charged by the utility which range from 12 cents a kilowatt hour to 78 cents. 
The allocation is very important to the City because of the price alone and it represents a 
wonderful value. Sulphur Springs is also a new recipient of Hoover Power and they have made 
arrangements with the City to credit the City for the City’s portion of their allocation. They will 
simply take the City’s Hoover Power at Meade and add it to their own allocation with no 
additional transmission charges. 
 
A chart displaying possible annual savings was provided. There are upfront costs associated 
with the power in the form of repayable capital, advances and transitional items that are 
charged by the Bureau of Reclamation. Ways to mitigate those charges have been found that 
the City can be saving money from day one with the contract. 
 
Ms. Urbine provided a pie chart representing the historical contractors who have been getting 
power for decades along with the portion for the new allottees in the tri-state area. Sierra Vista 
is a tiny part of the tiny part and it puts it in perspective as to how much the total pie is relative 
to the portion that was available for new people. 
 



The benefits aside from being low cost power is that this is green energy and it is a renewal 
resource, it is carbon neutral and it covers about 10 percent of the City’s electrical load. The 
percentage may vary as the City grows; but it is a 50 year contract. The prices for Hoover 
power have remained traditionally stable relative to market prices and those seem to always 
be on an upward trend. This represents a good value that will remain for the term of the 
contract and it can increase in value as well.  
 
Ms. Urbine noted that included in the resolution will be intent by Council to accept any future 
power that can come to the City in terms of other allottees that do not contract for their power 
that would be reallocated and Sierra Vista’s allocation could grow slightly before the contract is 
executed.  
 
The allocation was made final in July 2015 and the contracts were issued ten days ago. The 
City has been working with Sulphur Springs to get their bill credit agreement signed so that 
when the power is delivered; there is already a method in place for the City to receive value for 
that. Required now is for Council to form a resolution that would sign the contract for the power 
and any additional power by the end of August. The deadline is September 14th to execute the 
contract and deliver it to the APA. The contract would then go into effect on October 1, 2017 
and that is when the power deliveries would start.  
 
Ms. Urbine displayed a pretty picture of the Hoover Dam and stated that the City would be a 
part owner of the Dam and as such the City has every right and opportunity to go an 
investigate the City’s asset.  
 
Ms. Urbine stated that she and Terry Urbine have connections at Western and Bureau of 
Reclamation that would invite Council to come and do a special hard hat tour of the Dam if 
there is any interest.  
 
Mayor Mueller asked if there is cost associated to help maintain the dam as an owner of the 
dam and if so, is that taken out of the City’s power allocation. Ms. Urbine stated that it will go 
into rates. The Bureau of Reclamation which runs the dam has a rate system and that is part 
of the repayable capital advances. Reclamation does not receive appropriations for their 
operation and so everything goes into rates; but they have been stable even with the 
investment of some serious capital advances, i.e., new turbine. Since Sierra Vista is a tiny 
sliver of the pie, it does not represent major bills. 
 
Mayor Mueller noted that the small sliver could be a big slice for the City and that is why he 
asked to make sure the question was cleared. 
 
Council Member Mount noted that the bar chart shows that in 2018 the City will be acting 
alone at a cost of $3,000 and asked what is being paid for with the $3,000. Ms. Urbine stated 
that it is the repayable capital advances. The Bureau of Reclamation receives no 
appropriations and those are put into rates so that existing contractors, who have paid for 
improvements at the Dam, may get paid back so that there is the same level of ownership of 
the asset. It levels the plain field as the City and other new allottees will be experiencing 
benefits from those capital improvements in the next decades. 
 
Council Member Mount asked about the current cost for power annually. Ms. Jacobs stated 
that she would have to check the figure in the budget book; but she believes that it approaches 
$1 Million per year.  
 



In response to Council Member Mount, Ms. Jacobs stated that he is correct in that the City will 
save $2,000 if the City acts with a partner city in the first few years. 
 
Council Member Mount noted that without a partner city, Sierra Vista will not break even until 
2021. Ms. Jacobs stated that it is not a lot of money in the grand scheme of things; but what 
has the most value to the City in the future is the fact that it is a commodity. The rules for how 
this commodity could be used could change in the future and that might give the City an 
opportunity to see this commodity increase in value. Staff feels strongly about working with the 
Urbines and they do not have a problem with giving the City’s power to someone who can use 
it at no loss and it is better than what the City currently has. 
 
Council Member Mount asked about the total cost for the project to-date to include the fees for 
the consulting, overhead and etc. as he is not sure if that is being calculated into the 
projection.  Ms. Jacobs stated that it is not; but the City has invested a little under $3,000, not 
including her time. Council Member Mount stated that he is happy. 
 
Council Member Calhoun asked why tribals are not involved with the Colorado River Water. 
Ms. Urbine stated that they are and in 2014 Western Area Power Administration ran a 
separate allocation process for dispensing power to tribes where they had a preference. Tribes 
are federal preference entities themselves and if they applied, they were able to get up to 25 
percent of their total owed covered by Hoover power in conjunction with any other federal 
resources that they might have; but it was capped at 25 percent. 
 
Mayor Mueller added that the reason why it might be confusing is that the States of Nevada 
and Arizona do not deal directly with the tribes because they deal directly with federal 
government. 
 
Ms. Urbine added that it does get confusing because the APA did make small allocations to 
tribes in Arizona under their process; but the bulk of that was handled directly with Western. 
 
Council Member Calhoun asked why the City’s possible increase is only at 10 percent.   Ms. 
Jacobs stated that she was just talking to the Urbines about this before the meeting and she is 
going to word the resolution for the Council to say that the APA is requiring that the City to say 
10 percent and she will specify 10 percent or more.  
 
Council Member Calhoun asked if the City is required to do this. Ms. Jacobs stated that they 
know of one allottee, a small water district in the Tucson metro area, how was given 100 
kilowatts and voted not to accept it. There reason is that they were going to see a hit in the first 
few years and they felt that it was not worth their while. That portion is going to get reallocated 
to these new allottees and can expect that 204 to go up slightly; but it is unknown by what at 
this point and that is why the APA has these tight deadlines. They will do that final reallocation 
based on who they get contracts with, who is committed and then there is the opportunity to 
get some more.   
 
Council Member Calhoun stated that she does not understand why a partner city is needed. 
Mr. Urbine explained that he provided the financial analysis for this effort and added that the 
partner cities are a high likelihood scenario, which has been worked out with the APA, the 
authority over this power and with the host utility that will be executed with, APS. APS has 
offered a generous bill credit of its Hoover allottees cities and its territory because they 
interpret the value of this differently than SSVEC.  SSVEC is offering about 2.5 cents to 2.6 
cents of credit to the City of its power. APS is offering up to 6 cents per kilowatt hour to its 
cities.  



 
Some of those cities, from the list of 20, are also from inside customers or clients so 
arrangements were made with them, APS and the APA to partner so that City “X”, which might 
be Flagstaff, would take Sierra Vista’s Hoover power and not give it to Flagstaff; but have an 
agreement with Flagstaff that they would take delivery of that power from Sierra Vista at the 
dam, APS will credit that power on that city’s retail bills and that city would give Sierra Vista a 
portion of that savings and they would pay Sierra Vista’s bill to the APA and because they get 
six cents, Flagstaff gets six cents per kilowatt hour and the power is costing them three cents 
per kilowatt hour, they will be able to have a profit of three cents per kilowatt hour on Sierra 
Vista’s $445,000 kilowatt hours that the City receives from the APA. They will split that profit 
with Sierra Vista. That puts Sierra Vista in the black the first year.  
 
The projections provided to  Current Insights Consultants by SSVEC show their offer to the 
City growing by three percent per year and starting at 2.6 cents in 2018. By 2021 that price 
that they are offering to pay starts to surpass the projected costs that the City has to pay for 
the power. When that happens, the City can start taking some of that power that was going to 
Flagstaff and the City will then start taking delivery in Sierra Vista as the City will be physically 
using the power in the City when that break even happens. 
 
Mr. Urbine noted that the graph he displayed is not a cumulative graph as this is the 
incremental amounts of profit for each year. 
 
Council Member Mount asked if the City could expect $8,000 for the next 40 years. He also 
asked if the City will see more growth once it levels out at $8,000. Mr. Urbine stated that he 
speculates that it will grow because the cost associated with the power will stay fairly flat. The 
price that the City pays to the APA for the power will remain in the two to three cent range in 
perpetuity. The credit received from SSVEC will grow with commensurate with their fuel cost, 
which is tied with the cost of coal, natural gas and the clean power plant which may affect their 
cost of fuel. The offer will get better from them over time; the price that the City pays to the 
APA will stay fairly flat. 
 
Council Member Mount stated that even at a minimum, if it were to stay static at $8,000 for the 
next 40 years, $320,000 in savings over that time frame and if it scales up then the City would 
continue to tack on. Ms. Urbine stated that additionally, there may be future opportunities as 
the economic climate changes in Arizona. One thing that could affect this dramatically is 
electric competition, which is a likely hood in the future. 
 
Council Member asked about the impact from solar. Mr. Urbine stated that California clients 
that they are working with are facing that issue because they have a larger mandate for 
renewable energy. As a result, they have a lot more solar than Arizona so far in terms of what 
they have to absorb. It is causing, what he things SSVEC and others appreciate in Arizona 
too, it is causing the load shape to take on a funny shape. The nice thing about the Hoover 
generator, that Sierra Vista is an owner of, is that it can actually be called upon to be used at 
whatever time the title holder wants it and is does not just go on when the sun is out or the 
wind blows. It can be so called dispatched and as a result it is a special kind of renewal energy 
that can be fitting into those times when clouds come over the solar panels and it gets dark or 
when the wind stops blowing and the windmills quit. Sierra Vista is not going to be in that role 
to do that. That is on part of the City’s utility to do the best that they can with the resources that 
the City gives them. It is special in that way and as a result, he expects that it will be actually 
more valuable, the more solar there is in the system. 
 



Council Member Mount asked if the likelihood is high of getting the acting the city to come on 
board.  Ms. Urbine stated that it is high and they have already discussed it with them. As 
everyone knows, it is the middle of a drought and the Hoover Dam is not producing at 100 
percent because of that and causing the bathtub ring around Lake Meade and so the current 
output of the Dam’s electricity is about 74 percent. Sierra Vista is guaranteed 100 percent of 
their allocation and Flagstaff, Payson or Sedona would use Sierra Vista’s energy to fill up the 
other 26 percent and that way they can experience getting 100 percent of their allocation and 
sharing in the bill credit that they would get with APS.  
 
Council Member Calhoun asked about what would happen if the Colorado River drains. Ms. 
Urbine stated that there are force majeure provisions in the contract that the APA has with the 
federal government. They address those issues and if that were to happen or if there were a 
terrorist attack that destroyed the Dam, Sierra Vista would not be responsible for paying for 
any energy because the City would not be getting any; but there is a very small portion of the 
bill that covers the other items, i.e., running the Dam, salaries and etc.  
 
In that case, what would happen is that most of the cities, i.e., City of Los Angeles, Riverside 
and Anaheim and all of those large allottees would be able to pressure Congress into getting 
an appropriation to relieve them from the obligation. There have been provisions in the 
contract and the APA also has a provision in its contract with its individual allottees that they 
would do everything possible in the event of a catastrophic event.  
 
Mr. Urbine noted that it is on the contract, Uncontrollable Force, page 23. 
 
Ms. Jacobs stated that next steps are: 

- Item will be on the August 11th agenda for final approval; 
- Once contract is approved and executed staff will get that to the Arizona Power 

Authority; 
- Wait for one year because it does not go into effect until October 1, 2017. 

 
Council Member Mount asked how soon Council would get notification of the partner city being 
locked up. Ms. Urbine stated that they can get started on that immediately. 

 
3. Adjourn 
 
Mayor Mueller adjourned the work session at 3:34 p.m.  
 
 
      _____________________________ 
      Mayor Frederick W. Mueller 
 
 
Minutes prepared by:    Attest: 
 
 
_____________________________  _____________________________ 
Maria G. Marsh, Deputy Clerk  Jill Adams, City Clerk 
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