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THIS REPORT FEATURES PHOTOGRAPHY  
BY SUZANNE MATHIA

Suzanne is a photographer and author whose 

work regularly appears in National Geographic 

and publications for the Nature Conservancy. Her 

photographs capture the diversity and intense beauty 

of Arizona’s immense landscape and reflect her 

curiosity, patience and ability to see the world in new 

and creative ways. 

 

Featured Work: Wotan’s Throne (Cover), Desert Wave 

(Pg 4), Labyrinth (Pg 6), Weathering Pit Ridge (Pg 8), 

Paradise Found (Pg 10), Golden Window (Pg 12).
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THE APS VISION » 

Creating a sustainable  

energy future for Arizona. 

…WITH A SHARPENED FOCUS ON OUR CORE UTILITY BUSINESS.

THE APS MISSION » 

We safely and efficiently generate and deliver reliable 

energy to meet the changing needs of our customers.

PINNACLE WEST CAPITAL CORPORATION 

COMBINES A SOLID FOUNDATION AND A CLEAR 

STRATEGY TO BUILD SHAREHOLDER VALUE...

Superior reliability and operating performance across our business 

Excellent customer service and deep community involvement

Affordable electricity rates

A balanced, high-performing power generation portfolio  

A constructive regulatory environment 

Targeted investments in innovative technologies  

Solid financial results
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Arizona Public Service is committed to giving  
its customers what they want: increasingly clean, 
reliable and affordable energy, with rate options 
that give them more choices and control. Our 
company stands at the forefront of a changing 
energy industry.

Our commitment is reflected across our 
business, including in our deployment  
of advanced technologies, greater use  
of carbon-free resources and our active 
citizenship in the communities we serve. 

It is our corporate responsibility to ensure  
future success and sustainability as we provide 
the service our customers desire and deserve. 
Sustainability encompasses a triple bottom line 
—balancing the needs of people, planet and 
performance. This means every decision should 
take into account not only environmental 
stewardship, but also customer and community 
considerations, economics, and the reliability  
of our operations. 

Here are some of the ways we demonstrated  
that balance in 2016:

A RELIABLE AND DIVERSE PORTFOLIO

In 2016 we reached more than one gigawatt  
of solar on our system. Prior to last year,  
no other electricity company outside California  
had reached that milestone. To foster the 
development of this growing resource and 
provide a cleaner energy future for Arizona,  
APS has invested in innovative solar deployment 
and research for both grid-scale plants and 
rooftop systems. Growth in renewable energy 
resources and advanced grid technologies 
expands customer choices and diversifies  
our portfolio. Natural gas resources continue  

LETTER FROM THE CEO & CSO 

to represent a significant segment of our 
generation assets, providing relatively low cost, 
responsive energy needed to meet the needs  
of our customers. In addition, Palo Verde 
Nuclear Generating Station—the largest U.S. 
power producer of any kind—generates reliable, 
zero-emissions energy for 4 million people  
in Arizona, California, New Mexico and Texas. 
Palo Verde, our natural gas fleet, renewables  
and energy efficiency resources provide the  
bulk of our energy mix. 

ENHANCED CUSTOMER ENGAGEMENT

Advanced grid technologies and innovations 
such as home energy-management systems  
and smart thermostats are allowing customers  
to manage their energy like never before.  
Our job is to make sure these technologies 
integrate seamlessly into the electric grid. APS  
is pioneering two research programs designed  
to enhance our understanding of emerging 
technologies, including the Solar Innovation 
Study and the Solar Partner Program. Both 
programs provide insight into how rooftop solar 
interacts with the grid and other distributed 
energy resources. 

ENERGY IMBALANCE MARKET

APS began participating in the California 
Independent System Operator (CAISO) Energy 
Imbalance Market (ElM) in October 2016. As the 
only five-minute energy market in the western 
United States, the EIM enables us to more quickly 
take advantage of favorable pricing opportunities 
in wholesale energy markets, more effectively 
integrate all generation resources and pass the 
savings on to our customers. In just the first three 
months of participation, we saved $6 million, all 
of which gets passed directly to our customers.
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COAL STRATEGY

Electricity companies around the country are experiencing mounting 
pressures on coal-fired generation. In addition to environmental 
regulations, the low cost of competing resources, such as natural 
gas-fired generation, are making coal assets less economical to 
operate. The challenge is to manage these issues and act responsibly. 
APS continues to execute our stated plans for the Four Corners and 
Cholla power plants.

Our ability to manage environmental risks and opportunities is  
a significant part of our progress. Our dedication to environmental 
stewardship was recognized by the CDP (formerly the Carbon 
Disclosure Project) in 2016. The CDP noted that Pinnacle West  
is “taking coordinated action” on climate change issues and graded 
the company above industry and regional averages for climate change 
management. The CDP credits itself as the only global disclosure 
system for companies, cities, states and regions to manage their 
environmental impact and for investors or purchasers to access 
environmental information for use in financial decisions. This 
recognition provides further validation of our efforts to implement 
long-term solutions for sustainable energy production, distribution  
and use.

APS contributes more than $3.4 billion annually to Arizona’s 
economy, and we remain dedicated on the future of our state.  
Our commitment to safety and reliability guides our strategies. 
Enriching our communities through corporate giving and 
volunteerism programs is an ongoing goal. A diverse and empowered 
workforce strengthens every area of our company. Embracing 
emerging technologies and staying ahead of changes to our business 
cultivates innovation. Through it all, we are making APS a stronger, 
more resilient enterprise that is better prepared to shape a sustainable 
future for our company and the customers who count on us to power 
their homes and businesses.

DONALD E. BRANDT PATRICK DINKEL

DONALD E. BRANDT

Chairman, President & Chief Executive 
Officer, Pinnacle West and APS

PATRICK DINKEL

Vice President, Environmental &  
Chief Sustainability Officer, APS



CARBON MANAGEMENT
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Our vision is to create a sustainable energy future for Arizona. To accomplish this, we must strike  
a balance between delivering reliable, affordable energy and being responsible stewards of the 
environment. 

By the end of 2016, 50 percent of our diverse energy mix was carbon-free. We reached this level with  
a combination of traditional and renewable energy resources and energy efficiency actions. 

We continue working to make that mix cleaner. These efforts include closing coal units, modernizing 
natural gas plants, deploying renewable energy and improving energy efficiency. Our Palo Verde Nuclear 
Generating Station continues to be the country’s largest source of carbon-free energy, far surpassing 
other energy sources for producing clean, around-the-clock power.

Our efforts to reduce our carbon footprint are not limited to energy generation. We also have made our 
own buildings more energy efficient and continued converting our fleet to more fuel-efficient vehicles. 
Through these combined efforts, APS avoided 4.9 million metric tons of carbon dioxide emissions that 
otherwise would have been emitted in 2016—equivalent to removing more than 1 million automobiles 
from the road. 

In line with projected population growth in Arizona, we anticipate customer growth of approximately 
45 percent by 2032, representing up to an additional 549,000 customers. We expect renewable energy and 
energy efficiency to meet more than 50 percent of that growth. This will help us achieve our long-term 
goal to reduce our carbon-emission rate to less than 600 pounds per megawatt-hour (lb/MWh) by 2032.



INDIVIDUAL ENERGY-SAVING  
OPTIONS FOR CUSTOMERS
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4.9 MILLION METRIC TONS OF CO2 AVOIDED IN 2016 VS. GOAL OF 3.5 MILLION

32.2 million MWh 
CARBON-FREE ENERGY PRODUCED BY PALO VERDE

OF OUR DIVERSE ENERGY MIX  
IS CARBON-FREE

50%
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ENERGY INNOVATION
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APS has a long history of energy innovation that continues today with numerous projects that are 
setting standards for the rapidly transforming utility industry. These projects are enabling us to build  
a smarter energy infrastructure with reliable, cost-efficient integration of emerging technologies,  
both on the grid and at our customers’ homes and businesses. They also ensure that we will provide 
customers with more options than ever to power their homes and businesses while maintaining 
reliability and increasing productivity. 

To illustrate the kind of progress we have made, consider this: Just a decade ago, there were less  
than 10 megawatts (MW) of solar power on the APS system. Today we have more than 1,000 MW  
of installed solar capacity, including more than 200 MW owned by APS. And solar is just one of many 
distributed energy resources (DER) that is expected to grow for the foreseeable future. Other DERs 
include smart thermostats, grid-interactive electric water heaters, energy storage, load controllers, and 
variable speed, multi-stage heating, ventilation and air conditioning (HVAC) systems. 

As an industry leader, APS is engaged in studying and developing emerging resources that can generate 
power or mitigate the effects of over-generation or under-generation on our distribution system. We are 
evaluating how these resources work together and impact not only service but also customer behavior 
with projects such as our Solar Partner Program and Solar Innovation Study. Running these projects 
concurrently is increasing our knowledge and providing invaluable data about how emerging 
technologies can enhance customer control and choice while helping us build a more advanced grid.



SAVINGS IN FIRST THREE MONTHS 
OF ENERGY IMBALANCE MARKET

$5.98
million

IN SOLAR PARTNER PROGRAM

10ten mw solar

2two 2-mWH batteries

1million 
field orders 
avoided

WITH ADVANCED METERS

$20
million saved

FROM ADVANCED METERS

one hundred percent
BACKUP POWER AT MARINE CORPS AIR STATION YUMA FROM NEW MICROGRID
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awareness 
defensive posture 

resiliency
THREE ESSENTIAL ELEMENTS OF OUR CYBERSECURITY PROGRAM

SAFETY AND SECURITY
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At APS, our commitment to safety and security is fundamental to our business. Our safety and security 
efforts focus on six main areas: employee safety, public safety, cybersecurity, data privacy, physical 
security and the implementation of Critical Infrastructure Protection (CIP) requirements.

To increase safety and security throughout our operations, we implement new tools and technologies, 
train our workforce and develop solutions to reduce physical and cyber threats. We also partner with our 
industry peers and government agencies to share information and reduce potential exposure to risk.



 INVESTED IN PHYSICAL SECURITY 
AT TWO CRITICAL SUBSTATIONS

$8.7
million

70
percent

 REDUCTION IN OVERHEAD  
POWER LINE CONTACT EVENTS BY 

THE PUBLIC OVER SEVEN YEARS

more than five thousand
 FIRST RESPONDERS AND OTHERS REACHED WITH ELECTRICAL SAFETY PRESENTATIONS

2 012

47

2 013

36

2 01 4

44

2 015

43

2 016

32

OSHA RECORDABLE INJURIES 
*LOWEST NUMBER ON COMPANY RECORD

*
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less than 3 percent

WATER RESOURCES
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Reliable access to adequate water supplies is critical in electric power generation. As a utility located  
in the desert Southwest, APS understands that responsible management of this vital resource can have  
a positive impact on the communities we serve as well as the environment. The APS Water Resource 
Management department is unique among utilities nationwide, due in part to regional water scarcity that 
has prompted us to take a leadership role in Arizona’s water policy. We are committed to preserving the 
long-term quality and availability of our water resources and are guided by a strategic plan that promotes 
effective and sustainable water supplies.

The APS Water Resource Management Strategic Plan includes information to help efficiently manage 
our water resources portfolio. It helps ensure long-term water supplies and water contingency plans  
for each of our facilities, even in times of extended drought. Each APS power plant has a unique water 
strategy, developed to promote efficient and sustainable use of water. 

Our usage of reclaimed water is a prime example of a sustainable balance, exemplifying our  
awareness of the water-energy nexus. A critical asset in our water resource strategy is Palo Verde  
Nuclear Generating Station, an internationally recognized leader in the use of reclaimed water for  
power generation. Thanks in large part to Palo Verde, reclaimed water accounted for 74 percent of the 
water used in our generating facilities in 2016. This is crucial in Arizona where a non-renewable water 
resource like groundwater accounts for 40 percent of statewide water use. APS has committed to  
a long-term goal of reducing groundwater use. In 2016, we reduced groundwater use by 28 percent 
compared to 2014 usage, far surpassing our goal of 8 percent. 

Additional water conservation efforts include retiring older, water-intensive units, upgrading to more 
water-efficient technologies at existing plants, and increasingly using renewable energy and supporting 
energy efficiency among our customer base. Over the next 10 years, our goal is to reduce water intensity 
company-wide by 20 percent compared to a 2014 baseline.



less than 3 percent
AMOUNT OF THE ARIZONA WATER BUDGET THAT IS USED FOR POWER GENERATION

28
percent

REDUCTION IN GROUNDWATER 
USE IN 2016

20
billion gallons

WATER RECYCLED EACH YEAR  
TO MEET PALO VERDE’S  

COOLING NEEDS
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WATER USAGE WITH NEW UNITS BEING BUILT AT OCOTILLO 
CURRENT WATER USAGE AT OCOTILLO
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PEOPLE
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The people who work at APS, our suppliers, community partners and customers all play a part  
in building a sustainable energy future for Arizona.

The APS workforce of 6,300 dedicated employees strengthens our company with its skill, experience 
and diverse perspectives. Respect and inclusion are core APS values, and we know that a diversity  
of backgrounds, viewpoints and ideas is essential to success.

Our efforts to support and empower our employees have been widely recognized. Forbes included APS 
on its 2016 list of America’s Best Employers. Veterans are about 20 percent of our workforce, helping  
APS earn the designation of a Military Friendly® employer by GI Jobs Magazine for the third straight year. 

Promoting diversity in our suppliers also is an ongoing objective. Our industry-leading Supplier 
Diversity and Development program has spent more than $2 billion with diverse businesses since 1992. 

Technology is giving customers more options with their energy. We strive to provide tools (including  
a new app with billing, outage information and energy usage data) and resources (such as new energy 
efficiency programs) to help them better manage their service. 

Supporting the communities where our employees live and work is important to APS. Our 2016 
investment in the community, including grants, scholarships and in-kind donations from APS and the 
APS Foundation, totaled more than $10 million. In addition, our employees volunteered 120,000 hours, 
a value of about $2.8 million to our nonprofit partners. APS employees also sit on the boards of some 
300 Arizona nonprofit organizations.



 PROPOSED EXPANDED LIMITED-
INCOME DISCOUNT PROGRAM

$48
million

almost $370 million
 SPENT WITH DIVERSE SUPPLIERS IN 2016

RANKING IN LARGEST CORPORATE 
PHILANTHROPISTS BY  

PHOENIX BUSINESS JOURNAL

1#
5,000 jobs and more than  

$1 Billion capital investment
IN APS SERVICE TERRITORY
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APS SERVICE TERRITORY MAP
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REPORT CONTACT

Jeffrey Jennings 
P.O. Box 53999, MS 9303 
Phoenix, AZ 85072-3999 
(602) 250-3528 
Jeffrey.Jennings@aps.com




