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Overview of APS
QUICK FACTS:
APS was incorporated April 29, 1886, 

as Phoenix Illuminating Gas and 
Electric Co.

APS serves more than a million retail 
and 73 wholesale customers.

APS customer growth is 4 times the 
U.S. average.

APS has about 7,500 employees.
APS serves all or portions of 11 of 

Arizona’s 15 counties — 4th largest 
operating company service area in 
the U.S.

APS has more than 5,000 miles of 
transmission lines, 26,000 miles of 
distribution lines and more than 
14,000 miles of underground cable.
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APS Marketing and Trading

• Prime Responsibilities:-

– 1)Optimize APS’s System Resources to provide lowest cost reliable power for our 
customers.  This is accomplished through the management of the Fuel and 
Purchased Power Budget  (Coal / Natural Gas / Energy Purchases).

• Coal contracts are negotiated with several suppliers and are based on current markets with 
pre-set escalation factors.  These contracts are typically set or negotiated for 10-15 years.

• Natural Gas Hedging Program; volumes are derived from a least cost economic production 
model that looks at total system resources, long-range load forecast, along with forward look 
of energy markets.  This Hedge Program was put in place 5 years ago to mitigate market risk 
and price volatility. 

– 2) Optimize excess resources by participating in the off-system wholesale energy 
markets.

• Term markets, one month up to 10-years
• Next-day market
• Real-time market

– 3) Wholesale power markets products:-
• On-Peak blocks; 16 hours/day, 6-days/week.
• Off-Peak blocks; 8 hours/day, 6-days/week plus Sunday.
• Super-peak hours (hours 1300-2000), 6-days/week.
• Heat-rate options, based on a given HR multiplied by floating gas price.



Privileged and Confidential



Cholla
Annual Deliveries & Burns in Tons

Actual Projected

2007 2008

McKinley 3,532,136 3,438,609
Lee Ranch 826,378 1,000,000
Spring Creek 85,914 75,000
Colowyo 48,458 47,000
Total Deliveries 4,492,886 4,560,608

Coal Burns 4,327,055 4,093,115



Coal Fuel Price Summary - $/MMBTU
Annual Average Coal Prices
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Palo Verde / MIDC Power Prices During the Energy Crisis
2000-2001
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Palo Verde / SP15 Power Prices During the Energy Crisis
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SP15 / MIDC Power Prices During the Energy Crisis
2000-2001
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Palo Verde Effective Market Heat-Rate During the Energy Crisis; 
2000-2001
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Power Plants/Contracts
• 1147 MW Nuclear
• 1750 MW Coal
• 2400 MW Combined cycle
• 430 MW Steam units
• 1090 MW Peaking units
• 145 MW  – Wind, Geothermal, Biogas, Solar
• 1350 MW Long term contracts – Diversity 

exchange



APS Hedging Program

Current Hedge Plan Specifics
• Rolling three years forward 
• 85% of price risk hedged in Year One
• 50%-60% in Year Two
• 30%-40% in Year Three
• Natural gas basis risk hedged
• Compliance independently monitored



System Hedge Strategy Compliance Review
Date of Report: 3/2/2009(based on Bal Report as of 2/17/2009)

Total Energy Q2'09 Q3'09 Q4'09 Q1'10 Q2'10 Q3'10 Q4'10 Q1'11 Q2'11 Q3'11 Q4'11 Q1'12 Q2'12
Hedge Percent Requirement1 85% 85% 85% 85% 85% 50-60% 50-60% 50-60% 50-60% 30-40% 30-40% 30-40% 30-40%
Current Hedge Percent 83.5% 83.2% 83.2% 84.4% 84.0% 50.4% 53.7% 57.7% 51.9% 34.8% 35.1% 34.9% 34.3%
In Compliance? YES YES YES YES YES YES YES YES YES YES YES YES YES

Natural Gas Basis Q2'09 Q3'09 Q4'09 Q1'10 Q2'10 Q3'10 Q4'10 Q1'11 Q2'11 Q3'11 Q4'11 Q1'12 Q2'12
Current Hedge Percent 2 99.8% 97.3% 102.8% 100.6% 101.2% 96.6% 96.8% 100.0% 98.2% 100.0% 100.0% 100.0% 100.0%
In Compliance? YES YES YES YES YES YES YES YES YES YES YES YES YES

1 - 85% hedge has a tolerance band of +/- 2 percentage points.
2 - Basis hedge percent currently has a tolerance band of +/- 5 percentage points of the natural gas position. 
 The natural gas position is part of the total energy hedge.

Years 2009 - 2012

Years 2009 - 2012



APS System Hedge Report
Comparison of Hedge Costs to Market
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Natural Gas Pipelines Serving Arizona



Changing Outlook for Henry 
Hub Price

Source: Cambridge Energy Research Associates.
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