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In 2006, the Arizona Corporation Commission 
(ACC) set one of the most aggressive goals in the 
nation for the installation of solar panels on Arizona 
homes and businesses. To help the market develop, 
the ACC approved a variety of financial incentives.

The initiative has been successful. More than 
24,000 APS customers have installed solar systems 
on their homes or businesses, and customers 
continue to sign up in record numbers. 

Significantly, this increase has occurred even as 
direct cash incentives for residential solar systems 
have declined from $3 per watt in 2008 to $0.10 
per watt today.

Yet under the current “net metering” rate structure, 
these declining incentives are not the only subsidy 
received by owners of rooftop solar systems.

Owners of residential rooftop solar systems do not 
pay the true cost of the electricity grid and the APS 
generation required to power their homes when the 
sun doesn’t shine. Net metering allows them to offset 
most of the charges on their electric bill, including 
charges for these fixed costs of electric service.

In addition, the current net metering policy 
requires APS to compensate owners of residential 
rooftop solar systems for the excess electricity 
they produce at a rate significantly higher than 
APS would pay to generate or purchase power 
elsewhere. This comes in the form of rollover 
credits that allow them to essentially receive power 
from APS for free in the future.

Arizona allows home owners to install solar systems 
large enough to have 25 percent more capacity 
than what is needed to power their homes. This 
helps them take greater advantage of this attractive 
compensation.

In both cases, the subsidies for owners of rooftop 
solar systems are ultimately paid by customers 
without such systems in the form of higher rates. 

two examples
These are hypothetical residential customers with a typical 
solar system sized at 125 percent of the home’s maximum 
demand. Usage is based on actual 2011 data for the average 
of customers on that rate.  

The difference between what the customer saves and what 
system costs are avoided is a subsidy that will eventually be 

paid by non-solar customers in the form of higher rates.
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Annual bill without solar generation  
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