aps rate increase history

APS rate increase history is a significant aspect of the financial landscape for many
residents and businesses in Arizona. The Arizona Public Service Company (APS) has been
the primary electric utility in the state, serving millions of customers. Understanding the
history of APS rate increases provides insight into energy pricing, regulatory actions, and
the evolving energy market in Arizona. This article will explore the background of APS, the
reasons behind rate increases, significant historical changes, and the implications for
consumers and the environment.

Background of Arizona Public Service Company
(APS)

Founded in 1886, APS has a long-standing history of providing electricity to Arizona. Over
the years, the company has evolved from a small, localized provider to the largest electric
utility in the state, serving approximately 1.3 million customers. The utility operates under
the jurisdiction of the Arizona Corporation Commission (ACC), which regulates the rates
and services of public utilities in the state.

As the demand for electricity has grown due to population increases and economic
development, APS has had to adapt its infrastructure, generation capacity, and pricing
mechanisms to meet these needs. Understanding the history of rate increases is crucial to
grasping how APS has managed these challenges.

Reasons for APS Rate Increases

Rate increases are often a result of several factors, including:

1. Infrastructure Upgrades

- Aging Infrastructure: Much of APS's infrastructure has been in place for decades,
requiring continual upgrades and replacements to maintain reliability and safety.

- Smart Grid Technology: Investments in modernizing the grid to improve efficiency and
reliability often necessitate cost increases.

2. Increased Demand for Electricity

- Population Growth: Arizona has experienced significant population growth, leading to a
higher demand for electricity.

- Economic Development: The growth of industries and businesses in the region increases
energy consumption.



3. Environmental Regulations and Renewable Energy
Investment

- Emission Standards: Compliance with federal and state environmental regulations may
require APS to invest in cleaner technologies and renewable energy sources.

- Renewable Energy Goals: Arizona has set ambitious renewable energy targets, and
meeting these goals often involves substantial upfront costs.

Key Historical Rate Increases

The history of APS rate increases can be divided into several key periods, each marked by
unique challenges and regulatory decisions.

1. Early 2000s: Deregulation and Rate Adjustments

In the late 1990s and early 2000s, Arizona began exploring deregulation in the electric
utility market. As part of this transition, APS implemented a series of rate increases aimed
at recovering costs associated with restructuring and achieving a competitive market
position. The ACC approved several rate increases during this period, but concerns about
affordability emerged.

2. 2009-2010: Economic Recession and Rate Hikes

Despite the economic recession, APS sought rate increases to cover rising operational
costs and infrastructure improvements. In 2009, the ACC approved a rate hike of
approximately 6% for residential customers, with additional increases following in 2010.
These adjustments were met with public outcry, as many residents struggled to pay their
bills during tough economic times.

3. 2013-2014: Substantial Rate Increase Proposals

In 2013, APS filed a request with the ACC for a significant rate increase, seeking to
recover costs associated with infrastructure improvements and investments in renewable
energy. The proposed increase was met with resistance from consumer advocates, who
argued that it would disproportionately affect low-income households. Ultimately, the ACC
approved a more moderate increase in 2014, but debates over affordability and fairness
continued.

4. 2017: Rate Case and Demand Charges

The 2017 rate case was notable for introducing demand charges for residential customers,
which charged customers based on their highest electricity usage during peak demand
periods. This structure aimed to encourage energy conservation and reduce strain on the
grid during high-demand times. While the new pricing structure was intended to promote
efficiency, it faced criticism for being complex and difficult for consumers to understand.



5. 2020: COVID-19 Pandemic and Rate Freeze

The onset of the COVID-19 pandemic in 2020 prompted APS to reconsider its rate increase
plans. In response to economic uncertainty and the financial hardships faced by many
customers, the company temporarily froze any proposed rate increases. This decision was
part of a broader effort to support customers during the pandemic, which included flexible
payment options and assistance programs.

6. 2021-2022: New Rate Proposals

Following the pandemic, APS resumed discussions about rate adjustments. In 2021, the
utility proposed a new rate case seeking an increase of around 10% to support ongoing
infrastructure projects and investments in clean energy. This proposal reignited debates
about energy affordability, especially in light of rising inflation and increased living costs.
As of late 2022, the ACC was still evaluating the proposed rate changes, with public
hearings scheduled to gather community input.

Implications of Rate Increases

The history of APS rate increases has significant implications for consumers, businesses,
and the environment.

1. Consumer Impact

- Affordability: Continuous rate increases can strain household budgets, particularly for
low-income families. Rising energy costs can lead to difficult choices between paying
utility bills and other essential expenses.

- Energy Efficiency: Higher rates can encourage customers to adopt energy-efficient
practices and technologies, potentially leading to long-term savings.

2. Business Considerations

- Operational Costs: Businesses that rely heavily on electricity may face increased
operational costs due to higher rates. This can affect pricing strategies, profitability, and
competitiveness.

- Renewable Energy Adoption: Some businesses are investing in renewable energy sources
to mitigate rising utility costs, which can result in long-term savings and sustainability
benefits.

3. Environmental Impact

- Investment in Renewables: Rate increases that fund renewable energy initiatives can
contribute to Arizona's transition to a cleaner energy grid, aligning with state and national
environmental goals.

- Public Perception: Rate increases can shape public perception of APS and its



commitment to sustainability and community welfare.

Conclusion

The APS rate increase history reflects a complex interplay of economic, regulatory, and
technological factors that shape the utility landscape in Arizona. As APS continues to
adapt to evolving energy demands and environmental regulations, understanding the
implications of these rate changes is essential for consumers, businesses, and
policymakers alike. The ongoing dialogue surrounding energy rates will likely influence
the future of energy pricing, sustainability initiatives, and the overall economic health of
the region. As Arizona moves forward, balancing the need for reliable energy with
affordability and environmental responsibility will remain a critical challenge.

Frequently Asked Questions

What is APS's history of rate increases over the past
decade?

Over the past decade, APS has implemented several rate increases, largely due to rising
operational costs, infrastructure investments, and changes in energy demand. The most
significant increases occurred in 2015, 2017, and 2021.

How often does APS review and adjust its rates?

APS typically reviews its rates every few years, but adjustments can occur more frequently
if there are significant changes in operational costs or regulatory requirements.

What factors contribute to APS's decisions on rate
increases?

Factors include infrastructure maintenance and upgrades, fuel costs, regulatory
compliance, customer demand, and the need to invest in renewable energy sources.

What was the public response to the recent APS rate
increase in 2023?

The public response was mixed, with some customers expressing concern over
affordability, while others acknowledged the need for infrastructure investment and
sustainable energy practices.

How does APS communicate rate increase proposals to



its customers?

APS communicates rate increase proposals through public meetings, official press
releases, and customer notifications, ensuring that stakeholders have the opportunity to
provide feedback.

Are there any programs in place to assist customers
affected by APS rate increases?

Yes, APS offers several assistance programs, including bill assistance for low-income
customers, energy efficiency rebates, and payment plans to help manage costs during rate
increases.

How do APS rate increases compare to other utility
companies in Arizona?

APS's rate increases are generally in line with or slightly higher than those of other major
utility companies in Arizona, reflecting similar challenges in infrastructure and operational
costs across the industry.
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