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  Agenda Number 11.b 
    
CONTACT: Christopher Hall 

623-869-2632 
chall@cap-az.com 

Doug Dunlap 
623-869-2360 
ddunlap@cap-az.com 

    
MEETING DATE:  Thursday, September 1, 2022 
    
AGENDA ITEM: Discussion and Consideration of Action to Utilize Extraordinary Cost Reserves for 

System Conservation Fixed OM&R Costs - Hall 
    
RECOMMENDATION: No staff recommendation. 
 

  
FISCAL IMPLICATIONS: Yes 
  
Impact on Budget:  
No budget impact  
  
Additional spending authority requested: None 
  
Impact on Reserves:  
Any funds authorized by the Board for this purpose will reduce the Extraordinary Cost Reserve balance. 
  
Impact on Rates:  
Fully covering the impact of this proposal with tax revenue would keep the FOM&R rate at $147/AF. Covering 
none of the impact would result in the FOM&R rate increasing to $156/AF for all CAP customers.  
  
LINKAGE TO STRATEGIC PLAN, POLICY, STATUTE OR GUIDING PRINCIPLE:  
2022 CAWCD Board Strategic Plan 
Finance: Maintaining long-term financial strength to achieve CAP's goals and being prepared to address 
opportunities or challenges  
  
PREVIOUS BOARD ACTION/ACTIVITY: 
August 2022 Board Briefed on Proposed Conservation Agreements 

  
ISSUE SUMMARY/DESCRIPTION: 
In June 2021, the Board  approved a Fixed Operations, Maintenance, and "Big R" (FOM&R) rate of $136/AF 
for 2022. Since that time, there have been developments such as the 500+ Plan and the El Paso Electric 
FERC rate case that have pushed operating costs higher, resulting in an estimated rate that is now $147/AF. 
This $11/AF variance will be dealt with during the annual rate reconciliation process in April 2023.   
 
This multi-party agreement proposes to leave 59,003 AF in Lake Mead, reducing the number of acre-feet by 
which CAP divides its FOM&R Costs. The reduction to this denominator will increase the FOM&R rate by an 
additional $8.52/AF for all CAP customers (including the participants of this agreement). Rates are rounded to 
the nearest dollar, so depending on other movement within the rate, this proposal will have an $8-$9 per AF 
impact on the remaining deliveries.The participants are requesting the CAWCD Board waive this incremental 
increase by using reserves (tax revenue) to offset the lost rate revenues. 
 
To determine the amount necessary to consider the request, the Board should consider the full cost of 
$147/AF, rather than the published rate of $136/AF. If the Board decides to utilize tax revenue to offset the 



100% of the FO&M rate impact, the rate would remain at $147/AF. However, if the Board elects not to offset 
the rate impact, it would increase to $155.52 (rounded to $156) /AF. The Board may also consider partially 
offsetting the rate impacts as well. 
 
Below is a table showing how the incremental use of reserves will impact the rate. 
 

 
 
STAKEHOLDER PERSPECTIVES  
 
Representatives from several cities, including Peoria, Tucson, and Scottsdale spoke at the August Board 
meeting about the agreements. A condition of signing the agreements placed on them by their Councils was 
for CAWCD to cover the impact on the Fixed O&M portion of the rate. If the Board does not cover the full 
amount, many of the city staff indicated they will be required to revisit the agreements with their respective 
Councils before proceeding.  
  
SUGGESTED MOTION: 
I move that the Board utilize the appropriate amount of extraordinary cost reserves necessary to offset ___% 
of the Fixed OM&R rate impact from the adoption of the System Conversation Agreements in agenda item 
11a.  
  
ATTACHMENTS: 
1. Presentation 


