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7. Common Stock and Treasury Stock

Our common stock and treasury stock activity dugagh of the three years 2009, 2008 and 2007filaw/s (dollars in

thousands):

Common Stock

Treasury Stock

Shares Amount Shares Amount
Balance at December 31, 2C 99,961,06 $ 2,114,555 (2,419 % (449
Common stock issuant 564,40« 24,08¢ — —
Purchase of treasury stock — — (47,219 (1,969
Reissuance of treasury stock for stock compens — — 10,13 35¢
Other — (2,857 — —
Balance at December 31, 2C 100,525,47 2,135,78 (39,505 (2,059
Common stock issuant 422,96¢ 10,84¢ —
Purchase of treasury stock — — (39,027 (1,387
Reissuance of treasury stock for stock compens — — 18,70( 587
Other — 4,691 — —
Balance at December 31, 2C 100,948,43 2,151,32. (59,827 (2,859
Common stock issuant 579,50: 10,62( —
Purchase of treasury stock — — (66,177) (2,15€)
Reissuance of treasury stock for stock compens — — 32,761 1,19¢
Other — (8,64%) — —
Balance at December 31, 2C 101,527,93 $ 2,153,29 (93,239 % (3,817)

(&) Represents shares of common stock withheld fromaicestock awards for tax purpos

8. Retirement Plans and Other Benefits

Pinnacle West sponsors a qualified defined benafitaccount balance pension plan and a non-qubsitipplemental
excess benefit retirement plan for the employeddmfacle West and its subsidiaries. All new emeésyparticipate in the
account balance plan. Defined benefit plans spélesdyamount of benefits a plan participant is t®iee using information
about the participant. The pension plan coverslyediremployees. The supplemental excess beretfiement plan covers

officers of the Company and highly compensated eyg#s designated for participation by the BoarBioéctors. Our
employees do not contribute to the plans. Genenalycalculate the benefits based on age, yeasroice and pay.

We also sponsor other postretirement benefitdi®remployees of Pinnacle West and our subsididNesprovide medici
and life insurance benefits to retired employeespleyees must retire to become eligible for thetigeament benefits, which
are based on years of service and age. For thealé@asurance plans, retirees make contributiom®t@r a portion of the plan
costs. For the life insurance plan, retirees donmaite contributions. We retain the right to chaageliminate these benefits.
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Pinnacle West uses a December 31 measurementadtdigear for its pension and other postretirementfit plans. The
market-related value of our plan assets is th@iviue at the measurement date. See Note 14gouskion of how fair values
are determined. Due to subjective and complex juelgs) which may be required in determining faitueal, actual results cot
differ from the results estimated through the aggilon of these methods.

A significant portion of the changes in the actabgiains and losses of our pension and postretinepians is attributable
to APS and therefore is recoverable in rates. Atiagly, these changes are recorded as a regulassat. In its 2009 retail rate
case settlement, APS received approval to defertiop of pension and other postretirement bemefit increases incurred in
2011 and 2012.

The following table provides details of the planst periodic benefit costs and the portion of thessts charged to
expense (including administrative costs and exolgidimounts capitalized as overhead constructidnilled to electric plant
participants) (dollars in thousands):

Pensior Other Benefit:
2009 2008 2007 2009 2008 2007

Service cost-benefits earned duri

the perioc $ 54,28¢ $ 54,57¢ $ 51,80: $ 18,28¢ $ 17,79: $ 18,49
Interest cost on benefit obligatis 118,28. 110,20° 100,73t 39,18( 37,89" 35,28¢
Expected return on plan ass (116,539 (118,309 (107,16Y (34,429 (43,609 (42,177
Amortization of:

Transition obligatior — — — 3,00¢ 3,00¢ 3,00t

Prior service cost (credi 2,08( 2,45¢ 2,957 (125) (125) (125)

Net actuarial los 14,21¢ 11,14t 16,33: 10,32( 2,372 3,92¢
Net periodic benefit cos $ 72,33 $ 60,07« $ 64,66: $ 36,23: $ 17,33¢ $ 18,401

Portion of cost charged to expel $ 36,48¢ $ 28,85« $ 28,06: $ 18,27¢ $ 8,32 $ 7,98¢

APS share of cost charged to
expense $ 34,85( $ 27,49 $ 26,54¢ $ 17,45¢ $ 7,93 $ 7,551
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The following table shows the plans’ changes inttéerefit obligations and funded status for the y@809 and 2008
(dollars in thousands):

Pensior Other Benefits
2009 2008 2009 2008

Change in Benefit Obligation

Benefit obligation at January $ 1,884,65 $ 1,720,84. $ 655,26 $ 605,12

Service cos 54,28¢ 54,57¢ 18,28¢ 17,79:

Interest cos 118,28: 110,20° 39,18( 37,891

Benefit payment (77,577 (62,05¢) (18,959 (17,56¢)

Actuarial loss 94,48: 61,08 6,764 12,01¢

Benefit obligation at December : 2,074,133 1,884,65! 700,53! 655,26¢
Change in Plan Assets

Fair value of plan assets at Janua 1,430,37. 1,318,93 429,30t 499,76«

Actual return on plan asse 96,51 132,44¢ 61,10: (64,369

Employer contribution: — 35,00( 15,50¢ 10,97

Benefit payment (65,07%) (56,016 (15,459 (17,066)

Fair value of plan assets at Decembe 1,461,80:i 1,430,37. 490,45! 429,30¢

Funded Status at December 3 $ (612,32) $ (454,28) $ (210,08) $ (225,959

The following table shows the projected benefiigdtion and the accumulated benefit obligationtfier pension plan in
excess of plan assets as of December 31, 200908&d(&ollars in thousands):

2009 2008
Projected benefit obligatic $ 2,074,13 $ 1,884,65
Accumulated benefit obligatic 1,824,66: 1,631,90!
Fair value of plan asse 1,461,80:i 1,430,37.

The following table shows the amounts recognizethenConsolidated Balance Sheets as of Decemb@089, and 2008
(dollars in thousands):

Pensior Other Benefits
2009 2008 2009 2008
Current asse $ — $ — $ — $ 1,221
Current liability (11,065 (5,676 — —
Noncurrent liability (601,25%) (448,609 (210,08() (227,18()
Net amount recognize $ (612,32) $ (454,28) $ (210,08) $ (225,959
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The following table shows the details related toumeulated other comprehensive loss as of Decenth&(0®9 and 2008
(dollars in thousands):

Pensior Other Benefits
2009 2008 2009 2008
Net actuarial los $ 404,61 $ 304,33 $ 194,30: $ 224,62
Prior service cost (credi 7,86¢ 9,94¢ (7949 (920
Transition obligatior — — 9,01t 12,01¢
APE' portion recorded as a regulatory as (336,729 (245,23)) (195,389 (227,49()
Income tax benef (29,907) (27,239 (2,09%) (2,497)
Accumulated other comprehensive | $  45,85¢ $  41,80; $ 5,03¢ $ 5,74(

The following table shows the estimated amountswhiabe amortized from accumulated other compredine loss and
regulatory assets into net periodic benefit co0mh0 (dollars in thousands):

Other
Pensior Benefits
Net actuarial los $ 18,55} $ 9,39¢
Prior service cost (credi 1,84(C (12%)
Transition obligatior — 3,004
Total amounts estimated to be amortized from actated other comprehensive income
and regulatory assets in 20 $ 20,39% $ 12,275

The following table shows the weighted-average mgsions used for both the pension and other berigfitietermine
benefit obligations and net periodic benefit costs:

Benefit Obligation: Benefit Costs
As of December 31 For the Years Ended December
2009 2008 2009 2008 2007
Discount rat-pension 5.9(% 6.11% 6.11% 6.25% 5.9(%
Discount rat-other benefit: 6.0(% 6.13% 6.1% 6.31% 5.92%
Rate of compensation incree 4.00% 4.00% 4.0% 4.00% 4.0(%
Expected long-term return on plan
asset: N/A N/A 8.25% 9.00(% 9.00(%

Initial health care cost trend re 8.0(% 8.0(% 8.0(% 8.0(% 8.0(%
Ultimate health care cost trend r 5.0(% 5.0(% 5.0(% 5.0(% 5.0(%
Number of years to ultimate trend r 4 4 4 4 4
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In selecting the pretax expected long-term ratetfrn on plan assets we consider past performamg¢e@conomic
forecasts for the types of investments held byptha. For the year 2010, we are assuming an 8.28%term rate of return on
plan assets, which we believe is reasonable givemasset allocation in relation to historical amgexted performance.

Assumed health care cost trend rates have a signifeffect on the amounts reported for the healtk plans. In selecting
our health care trend rate, we consider past pagoce and forecasts of health care costs. A orepige point change in the
assumed initial and ultimate health care cost trates would have the following effects (dollarsmiilions):

1% Increast 1% Decreas
Effect on other postretirement benefits expenger abnsideration of amounts capitali.
or hilled to electric plant participan $ 8 $ )
Effect on service and interest cost componentebpariodic other postretirement ben
costs 11 (9)
Effect on the accumulated other postretirement fitestdigation 11C (89
Plan Assets

The Board of Directors has delegated oversighhefRlans’ assets to an Investment Management Coeamithich has
adopted an investment policy. The investment pioyerall strategy is to achieve an adequate lef/glist assets relative to
the benefit obligation. To achieve this objectitres Plans’ investment policies provide for a mixrofestments in long-term
fixed income assets and return-generating assetsg)-term fixed income assets are designed to affsmtges in benefit
obligations due to changes in discount rates aftation. Return-generating assets are intendeddwvigle a reasonable long-
term rate of investment return with a prudent lefelolatility. The determination of total allocati between return-generating
and long-term fixed income assets is reviewed deatt an annual basis. Other investment stratégiksde the prohibition of
investments in Pinnacle West securities and thereat management of the Plans’ assets.

Long-term fixed income assets consist primarilyixdd income debt securities issued by the U.Sa3uey, other
government agencies, and corporations. Long-texedfincome assets may also include interest raapsw).S. Treasury
futures and other instruments. The investment pala@es not provide for a specific mix of long-tefired income assets, but
does require the average credit rating of suchtsissde considered upper medium grade or above 2009 year-end long-
term fixed income asset strategy focused on investsin corporate bonds of primarily investmgraede U.S. issuers, with tc
long-term fixed income assets representing 45%taf pension plan assets and 40% of other berlafis@ssets.

Return-generating assets in the pension plan drat benefit plans target a mix of approximately 84%. equities, 27%
international equities, and 9% alternative investteaeThe 2009 year-end U.S. equity holdings wevested primarily in large-
cap companies in diverse industries. Internatieqaities include investments in emerging and deietpmarkets. Return-
generating assets also include investments in iesuthrough commingled funds in common and caiNectrusts. Alternative
investments primarily include investments in resthée. The 2009 year-end return-generating assgtesented 55% of total
pension plan assets and 60% of other benefit @lassts.
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See Note 14 for a discussion on the fair valueahigry and how fair value methodologies are applige:. fair value of
Pinnacle West's pension plan and other postretinétpenefit plan assets at December 31, 2009, let aategory, are as
follows (dollars in thousands):

Quoted
Prices
in Active Significant
Markets for Other Significant
Identical Observable Unobservabl Balance a
Assets Inputs Inputs Netting anc December 3:
(Level 1) (Level 2) (Level 3) Other (a) 2009
Pension Plan:
Assets:
Cash and cash equivale! $ 51¢ $ — $ — $ — $ 51¢
Corporate debt securiti — 590,34 — — 590,34
Other debt securities (| — 66,28 — — 66,28
Interest rate sway — 20,51z — (20,109 40¢
Equities— U.S. Companie 341,31¢ — — — 341,31
Equities— International Companie 83,49: — — — 83,49:
Other investment — 6,741 — 10,177 16,92/
Common and collective trust
U.S. Equities — 144,01¢ — — 144,01t
International Equitie — 132,16¢ — — 132,16¢
Real estat — — 64,21: — 64,21
Shor-term investment — 22,12¢ — — 22,12¢
Liabilities:
Interest rate sway — (20,107 — 20,10: —
Total Pension Pla $ 425,32 $ 962,09( $ 64,21: $ 10,17 $ 1,461,80!
Other Benefits:
Assets:
Cash and cash equivalel $ 15¢ % — 3 —  $ — 3 15€
Corporate debt securiti — 173,89! — — 173,89!
Other debt securities (| — 20,28( — — 20,28(
Interest rate sway — 2,091 — (2,049) 42
Equities— U.S. Companie 170,29: — — — 170,29:
Equities— International Companie 9,721 — — — 9,721
Other investment — 383 — (785) (402
Common and collective trusi
U.S. Equities — 49,36: — — 49,36:
International Equitie — 52,67( — — 52,67(
Real Estat — — 6,50¢ — 6,50¢4
Shor-term investment — 7,93: — — 7,93:
Liabilities:
Interest rate sway — (2,049 — 2,04¢ —
Total Other Benefit $ 180,17 $ 304,56t $ 6,504 $ (785) $  490,45!

(&) Represents netting under master netting arrangsnaedtPlan receivables and payat

(b) This category consists primarily of municipalssued debt securities, but also includes WrBasuries and asset-backed
securities such as collaterized mortgage obligat
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The following table shows the changes in fair vdtlreassets that are measured at fair value onwarieg basis using
significant unobservable inputs (Level 3) for treayended December 31, 2009 (dollars in thousands):

Other

Common and Collective Trus- Real Estat Pensior Benefits

Beginning balance at January 1, 2! $ 88,37¢ $ 8,951
Actual return on assets still held at December28D9 (29,590 (2,99
Actual return on assets sold during the pe 58 6
Purchases, sales, and settlem 5,36% 53¢
Transfers in and/or out of Level — —
Ending balance at December 31, 2 $ 64,21: $ 6,504

Contributions

The required minimum contribution to our pensioarpis zero in 2010 and approximately $100 millior2011. In
January 2010, we made a voluntary contributionppfr@ximately $50 million to our pension plan and expect to make an
additional voluntary contribution of $50 milliontéx in 2010. The contribution to our other postestient benefit plans in 2010
is estimated to be approximately $15 million. ARS ather subsidiaries fund their share of the dountions. APS’ share is
approximately 97% of both plans.

Estimated Future Benefit Payments

Benefit payments, which reflect estimated futurg@layee service, for the next five years and theseding five years
thereafter are estimated to be as follows (dollathousands):

Year Pensior Other Benefits (
2010 $ 85,35« $ 21,471
2011 92,89’ 23,84(
2012 104,31: 26,27
2013 114,89: 29,13t
2014 122,12( 31,977
Years 201-2019 778,39: 203,95

(&) The expected future other benefit payments taleeadantount the Medicare Part D subsi
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Employee Savings Plan Benefits

Pinnacle West sponsors a defined contribution ggviagtan for eligible employees of Pinnacle West issdubsidiaries. In
2009, costs related to APS’ employees represenm@d the total cost of this plan. In a definedtcitnution savings plan, the
benefits a participant receives result from regatartributions participants make to their own indial account, the
Company’s matching contributions and earnings ssés on their investments. Under this plan, thegamm matches a
percentage of the participants’ contributions ishcavhich is then invested in the same investmertamiparticipants elect to
invest their own future contributions. Pinnacle Wegorded expenses for this plan of approximas8lynillion for 2009,
$8 million for 2008 and $7 million for 2007.

9. Leases

In 1986, APS sold about 42% of its share of Palod@eJnit 2 and certain common facilities in threparate sale
leaseback transactions. APS accounts for thesedeasoperating leases. The gain resulting fronraimsaction of
approximately $140 million was deferred and is geamortized to operations and maintenance experee28.5 years, the
original term of the leases. There are option®i®w the leases or to purchase the property forfaiket value at the end of
the lease terms. APS must give notice to the réisedessors between December 31, 2010 and Dece3ih@012 if it wishes
to exercise, or not exercise, either of these optitVe are analyzing these options. Rent experesddalated on a straight-line
basis. See Note 20 for a discussion of VIEs, indlgithe VIE's involved in the Palo Verde sale |dzsek transactions.

In addition, we lease certain vehicles, land, bogd, equipment and miscellaneous other items tiraperating rental
agreements with varying terms, provisions and etioin dates.

Total lease expense recognized in the Consolidat@igments of Income was $73 million in 2009, $7kion in 2008 anc
$73 million in 2007. APS’ lease expense was $64ionilin 2009, $67 million in 2008 and $66 million 2007.

The amounts to be paid for the Palo Verde Unia®és are approximately $49 million per year foryibars 2010 to 2015.

Estimated future minimum lease payments for Pirm¥ébst’'s and APS’ operating leases, excluding msetpower
agreements, are approximately as follows (dollamiilions):

Pinnacle We:

Year Consolidatec APS

2010 $ 77 $ 70
2011 73 67
2012 68 64
2013 64 61
2014 62 59
Thereaftel 73 63
Total future lease commitmer $ 417 $ 384
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10. Jointly-Owned Facilities

APS shares ownership of some of its generatingramdmission facilities with other companies. Cuare of operations
and maintenance expense and utility plant cosisa@ito these facilities is accounted for usingpprtonal consolidation. The
following table shows APS’ interests in those jbirdwned facilities recorded on the ConsolidatedBBee Sheets at December
31, 2009 (dollars in thousands):

Construction
Percent Plant in Accumulated Work in
Owned Service Depreciation Progress
Generating facilities
Palo Verde Units 1 and 29.1% $2,013,822 $ 1,080,21* $ 61,46¢
Palo Verde Unit 2 (see Note 17.(% 700,22¢ 319,01¢ 20,66¢
Four Corners Units 4 and 15.(% 167,68: 106,30t 7,572
Navajo Generating Station Units 1, 2 an 14.(% 260,24¢ 156,40( 7,85t
Cholla common facilities (e 63.2%(b) 138,30: 45,87¢ 1,65¢
Transmission facilities
ANPP 500KV Systen 35.8%(b) 85,32: 25,92° 2,531
Navajo Southern Syste 31.2%(b) 47,33} 13,37: 26¢
Palo Verde— Yuma 500KV Systen 23.%(b) 9,40¢ 4,027 51¢
Four Corners Switchyarc 27.5%(b) 4,361 1,40t —
Phoenix— Mead Systen 17.1%(b) 39,01t 6,46: 22C
Palo Verde— Estrella 500KV Syster 55.5%(b) 78,07¢ 6,16¢ —
North Valley Systen 65.(%(b) — — 80,66:
Round Valley Syster 50.(%(b) — — 14

(a) PacifiCorp owns Cholla Unit 4 and APS opegdles unit for PacifiCorp. The common facilitiesCitolla are jointly-
owned.

(b) Weighted average of interes
11. Commitments and Contingencies
Palo Verde Nuclear Generating Station

Spent Nuclear Fuel and Waste Disposal

Nuclear power plant operators are required to enterspent fuel disposal contracts with the DOt the DOE is
required to accept and dispose of all spent nuflediiand other high-level radioactive wastes gategl by domestic power
reactors. Although the Nuclear Waste Policy Acuieed the DOE to develop a permanent repositorytferstorage and
disposal of spent nuclear fuel by 1998, the DOEadmmunced that the repository cannot be compleéate at least 2017. In

November 1997, the United States Court of Appeaishie District of Columbia Circuit (D.C. Circuigsued a decisia
preventing the DOE from excusing its own delay, fefiised to order the DOE to begin accepting speclear fuel. Based on
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this decision and the DOE’s delay, a number oftigd, including APS (on behalf of itself and ther Palo Verde owners),
filed damages actions against the DOE in the Gafufederal Claims. APS is currently pursuing thenages claim. In August
2008, the United States Court of Appeals for theédfal Circuit issued decisions in three damageasracbrought by other
nuclear utilities that resulted in APS revisingd&mages claim prior to trial. The trial in the AP&tter began on January 28,
2009, and closing arguments were heard in late R08®. The court has not indicated when it will fedés decision in the
matter. In January 2010, on appeal of anothetyisldamages case in which the DOE successfulethihe unavoidable
delays defense, the Court of Appeals for the Fédrauit reversed the lower court’s decision antduded that the Court of
Federal Claims, the court handling the APS maitdspund by the November 1997 D.C. Circuit decighmat prevents the DOE
from excusing its delay in performance.

APS currently estimates it will incur $132 milligim 2009 dollars) over the current life of Palo Werfor its share of the
costs related to the on-site interim storage ofspaclear fuel. At December 31, 2009, APS hadyalegory liability of
$34 million that represents amounts recoveredtailnates in excess of amounts spent for on-sitrim spent fuel storage.

Nuclear Insurance

The Palo Verde participants are insured againgilidgbility for a nuclear incident up to $12.6lllmn per occurrence. As
required by the Price Anderson Nuclear Industnieleimnity Act, Palo Verde maintains the maximum labdé nuclear liability
insurance in the amount of $375 million, which isyided by commercial insurance carriers. The remgibalance of $12.2
billion is provided through a mandatory industrydesiretrospective assessment program. If losses/atweclear power plant
covered by the program exceed the accumulated fétRIS could be assessed retrospective premiumtatgoss. The
maximum assessment per reactor under the prognaeaét nuclear incident is approximately $118 wnilJisubject to an
annual limit of $18 million per incident, to be pmfically adjusted for inflation. Based on APS’angst in the three Palo Verde
units, APS’ maximum potential assessment per imtitt& all three units is approximately $103 milliovith an annual
payment limitation of approximately $15 million.

The Palo Verde participants maintain “all risk’dfinding nuclear hazards) insurance for propertyaftgarto, and
decontamination of, property at Palo Verde in thgragate amount of $2.75 billion, a substantiatiporof which must first be
applied to stabilization and decontamination. ARS &lso secured insurance against portions oframgased cost of generat
or purchased power and business interruption ieguttom a sudden and unforeseen accidental owthgry of the three units.
The property damage, decontamination, and replacepwsver coverages are provided by Nuclear Elettsarance Limited
(“NEIL"). APS is subject to retrospective assesstaemder all NEIL policies if NEIL's losses in applicy year exceed
accumulated funds. The maximum amount APS coulgdrinnder the current NEIL policies totals approxiena$19 million for
each retrospective assessment declared by NEILasdBaf Directors due to losses. In addition, NEdligies contain rating
triggers that would result in APS providing approately $52 million of collateral assurance withtusiness days of a rating
downgrade to non-investment grade. The insuraneerage discussed in this and the previous paradssgibject to certain
policy conditions and exclusions.
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Fuel and Purchased Power Commitments

Pinnacle West and APS are parties to various foelparchased power contracts with terms expirirtgréen 2010 and
2042 that include required purchase provisionsn&ile West and APS estimate the contract requirenteribe approximately
$444 million in 2010; $336 million in 2011; $351lfiwin in 2012; $457 million in 2013; $490 milliomi2014; and $6.4 billion
thereafter. However, these amounts may vary saanifly pursuant to certain provisions in such caxts that permit us to
decrease required purchases under certain circoogesta

Of the various fuel and purchased power contraetstibned above, some of those contracts have tagayoprovisions.
The contracts APS has for its coal supply inclade{or-pay provisions. The current take-or-pay coalracts have terms that
expire in 2024.

The following table summarizes our actual and et take-or-pay commitments (dollars in millions):

Actual Estimated (a
2007 2008 2009 2010 2011 2012 2013 2014  Thereafte
Coal tak-or-pay commitment $ 70 $ 81 $ 93 $ 74 $ 79 ¢ 82 $ 84 $ 86 $ 31€

(a) Total take-or-pay commitments are approxitge&@21 million. The total net present value ofga@ommitments is
approximately $501 millior

Renewable Energy Credits

APS has entered into contracts to purchase reneveaigirgy credits to comply with the Renewable En&tgndard. APS
estimates the contract requirements to be appraglyn@48 million in 2010; $15 million in 2011; $1Aillion in 2012;
$15 million in 2013; $15 million in 2014; and $14fllion thereafter.

Coal Mine Reclamation Obligations

APS must reimburse certain coal providers for anminturred for coal mine reclamation. APS’ coahenreclamation
obligation was approximately $92 million at DecemBg&, 2009 and $91 million at December 31, 2008.

California Energy Market Issues and Refunds in thePacific Northwest

In July 2001, the FERC ordered an expedited faxtifig hearing to calculate refunds for spot matietsactions in
California during a specified time frame. APS waseler and a purchaser in the California markeissaie and, to the extent
that refunds are ordered, APS should be a recipemtell as a payor of such amounts. In additionylarch 19, 2002, the State
of California filed a complaint with the FERC allag that wholesale sellers of power and energyuding APS, failed to
properly file rate information at the FERC in contien with sales to California from 2000 to Mard®d02 under market-based
rates. Since 2004, the Ninth Circuit and the FER@hssued various decisions and orders invohiegforementioned issues,
including decisions related to: entities subjedfERC jurisdiction and, therefore, potentially owirefunds; applicable refund
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methodologies; the temporal scope and types o$actions that are properly subject to the refunigisy; and the appropriate
standard of review at the FERC on wholesale powstracts in the refund proceedings. A settlema&spiving APS’ issues

with certain California parties for the currentuedl period, was approved by the FERC in an ordeied on June 30, 2008. The
resolution of the claims related to the partieolagd in this settlement had no material advergmaithon our financial positio
results of operations or cash flows. We currendlljdve the refund claims at the FERC related tgpingies not involved in this
settlement will have no material adverse impacbonfinancial position, results of operations osltélows.

On July 25, 2001, the FERC also ordered an evidgntiroceeding to discuss and evaluate possibl@dsffor wholesale
sales in the Pacific Northwest. The FERC affirmes administrative law judge’s conclusion that thiegs in the Pacific
Northwest were not unreasonable or unjust and dsfshould not be ordered in this proceeding. Ta@sion was appealed
the U.S. Court of Appeals for the Ninth Circuit. @agust 24, 2007, the Ninth Circuit issued an aminthat remanded the
proceeding to the FERC for further consideratiolthéugh the FERC has not yet determined whetherafunds will
ultimately be required, we do not expect that #solution of these issues will have a material extvénpact on our financial
position, results of operations or cash flows.

Superfund

Superfund establishes liability for the cleanufhatardous substances found contaminating thevsatiér or air. Those
who generated, transported or disposed of hazagldistances at a contaminated site are amongwiasare PRPs. PRPs
may be strictly, and often are jointly and severdiable for clean-up. On September 3, 2003, tRé& BRdvised APS that the
EPA considers APS to be a PRP in the Motorolad®reet Superfund Site, Operable Unit 3 (OU3) ind®iig Arizona. APS
has facilities that are within this Superfund sA®.S and Pinnacle West have agreed with the ER&itiorm certain
investigative activities of the APS facilities withOU3. In addition, on September 23, 2009, AP®eadwith the EPA and one
other PRP to voluntarily assist with the fundingl amanagement of the site-wide groundwater reméulialstigation and
feasibility study work plan. We estimate that oasts related to this investigation and study wéllapproximately $1.2 million,
which is reserved as a liability on our financigtements. We anticipate incurring additional exfieemes in the future, but
because the overall investigation is not complatkwdtimate remediation requirements are not yetlized, at the present time
we cannot accurately estimate our total expenditure

Landlord Bankruptcy

On April 16, 2009, the landlord for our corporatabquarters building announced that it is seelatigfrunder Chapter 1
of the United States Bankruptcy Code. We curremdlye several assets on our books related to odiokah the most significa
of which is an asset related to levelized rent paysfor the building of approximately $66 milliobhis amount will continue
to increase to approximately $94 million as a restithe lease terms until 2015, when this amouttbegin to decrease over
the remaining life of the lease. We are monitotimg matter and, while there can be no assurarsctstae ultimate outcome
the matter due to the complexity of the bankrugimyceedings, we currently do not expect that it hdlve a material adverse
effect on our financial position, results of opéras, or cash flows.
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12. Asset Retirement Obligations and Nuclear Decomissioning Trust

APS has asset retirement obligations for its Paod¥ nuclear facilities and certain other genenati@nsmission and
distribution assets. The Palo Verde asset retireotaigation primarily relates to final plant decomssioning. This obligation
based on the NRC's requirements for disposal aatad property or plant and agreements APS reaeftecdhe ACC for final
decommissioning of the plant. The non-nuclear ggi@r asset retirement obligations primarily relateequirements for
removing portions of those plants at the end ofplaet life or lease term.

Some of APStransmission and distribution assets have assemant obligations because they are subject ta afway
and easement agreements that require final rembliake agreements have a history of uninterrugteelwval that APS expects
to continue. As a result, APS cannot reasonablynast the fair value of the asset retirement oliligerelated to such
distribution and transmission assets.

Additionally, APS has aquifer protection permits $smme of its generation sites that require theue of certain facilities
at those sites. The generation sites are stratBgiceated to serve APS Native Load customers. 3$e&et retirement obligatio
associated with our non-regulated assets are innialate

The following schedule shows the change in ourtassieement obligations for 2009 and 2008 (doliarsillions):

2009 2008
Asset retirement obligations at the beginning an $ 27¢ $ 282
Changes attributable t
Liabilities settlec @ 2
Accretion expens 20 19
Estimated cash flow revisiol 7 (23)
Asset retirement obligations at the end of y $ 302 $ 27€

In accordance with regulatory accounting, APS aesmemoval costs for its regulated utility asse¥en if there is no leg
obligation for removal. See detail of regulatobiliities in Note 1.
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To fund the costs APS expects to incur to decomiaridBalo Verde, APS established external decomanigsj trusts in
accordance with NRC regulations. Third-party inwestt managers are authorized to buy and sell siesuper their stated
investment guidelines. The trust funds are investedtax efficient manner in fixed income secestand domestic equity
securities. APS classifies investments in decomomssy trust funds as available for sale. As a lteste record the
decommissioning trust funds at their fair valueooin Consolidated Balance Sheets. Because of tligyafiAPS to recover
decommissioning costs in rates and in accordantethe regulatory treatment for decommissioningttfunds, we have
recorded the offsetting amount of gains or lossemweestment securities in other regulatory lidlg$i or assetsThe following
table summarizes the fair value of APS’ nucleamodemissioning trust fund assets at December 31, 28@December 31,
2008 (dollars in millions):

Total Total
Unrealized Unrealizec
Fair Value Gains Losses
2009
Equity securitie: $ 167 $ 37 $ (6)
Fixed income securitie 247 11 @
Net receivables (¢ 1 — —
Total $ 41F $ 48 $ 7)
(&) Net receivables relate to pending securities saldspurchase:
Total Total
Unrealized Unrealized
Fair Value Gains Losses
2008
Equity securitie: $ 113 $ 18 $ (18)
Fixed income securitie 22¢ 10 5)
Net receivables (e 2 — —
Total $ 343 $ 28 $ (23)

(&) Net receivables relate to pending securities satdspurchase:

The costs of securities sold are determined omdsés of specific identification. The following telsets forth approxima
gains and losses and proceeds from the sale ofisesby the nuclear decommissioning trust furdtslars in millions):

Year Ended December 2

2009 2008 2007
Realized gain $ 10 $ 7 $ 3
Realized losse @) (8) 4
Proceeds from the sale of securities 441 31¢ 25¢

(&) Proceeds are reinvested in the tr

The fair value of fixed income securities, summediby contractual maturities, at December 31, 20@$ follows (dollar

in millions):

Fair Value
Less than one ye: $ 14
1 year- 5 years 68
5 years- 10 years 64
Greater than 10 yea 101
Total $ 247
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See Note 14 for a discussion of Fair Value Measargm
13. Selected Quarterly Financial Data (Unaudited)

Consolidated quarterly financial information for@0and 2008 is as follows (dollars in thousandsepkper share
amounts):

2009 Quarter Ende 2009
March 31 June 30 September 3 December 3. Total

As originally reported:

Operating revenue $ 629,390 $840,05¢ $ 1,143,07
Operations and maintenar 207,53. 226,24! 208,76
Operating income (los! (207,629 157,10: 344,51:
Income taxe! (96,1749 37,60( 103,06:
Income (loss) from continuing operatic (167,796  70,99: 187,38
Net income (loss) attributable to common sharehsl (156,51() 68,34’ 186,65
SunCor reclassifications (see Note 22

Operating revenue $ (3,526 $ (4,087 $ (872
Operations and maintenar — — —
Operating income (los! 2,70¢ 4,90¢ 88¢€
Income taxe: 1,17C 1,97¢ 44¢
Income (loss) from continuing operatic 1,80z 3,03¢ 68t

Net income (loss) attributable to common sharetrsl — — —

After SunCor reclassifications:

Operating revenue $625,86° $835,97. $ 1,142,200 $ 693,05 $3,297,10
Operations and maintenar 207,53. 226,24! 208,76 232,81 875,35
Operating income (los! (204,92) 162,00° 345,39 19,29: 321,77
Income taxe! (95,009 39,57¢ 103,50° (20,25 37,82%
Income (loss) from continuing operatic (165,99) 74,02 188,06! (28,86¢) 67,23:
Net income (loss) attributable to common sharehrsl (156,51() 68,34% 186,65 (30,159 68,33(
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As originally reported:

Operating revenue

Operations and maintenar

Operating income (los!

Income taxe:

Income (loss) from continuing operatic

Net income (loss) attributable to common sharehrsl

SunCor reclassifications (see Note 22

Operating revenue

Operations and maintenar

Operating income (lost

Income taxe:

Income (loss) from continuing operatic

Net income (loss) attributable to common sharehsl

After SunCor reclassifications:

Operating revenue

Operations and maintenar

Operating incom:

Income taxe:

Income (loss) from continuing operatic

Net income (loss) attributable to common sharehsl

Earnings per share:

As originally reported — Basic earnings per share
Income (loss) from continuing operatic
Net income (loss) attributable to common sharehsl
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After SunCor reclassifications— Basic earnings per share

Income (loss) from continuing operatic
Net income (loss) attributable to common sharetrsl

As originally reported — Diluted earnings per share:
Income (loss) from continuing operatic
Net income (loss) attributable to common sharehsl

After SunCor reclassifications— Diluted earnings per share:

Income (loss) from continuing operatic
Net income (loss) attributable to common sharetrsl

2008 Quarter Ende 2008
March 31 June 30 September 3 December 3: Total

$ 688,25¢ $884,51: $ 1,070,080 $ 686,41! $3,329,27
193,02: 193,70( 211,33. 209,79° 807,85:
36,22¢ 176,12¢ 275,89: (17,52¢) 470,72.
(1,547 16,02 76,59: (28,379 62,701
(6,187 112,80 151,46¢ (48,70¢) 209,38:
(4,475 133,86. 151,58¢ (38,85() 242,12!
$ (5,546 $ (3,859 $ (1,289 $ (8,020 $ (18,719
(918 a73) 68t 34,89: 34,48¢
(2349) 11€ 42¢ 13,88¢ 14,19¢
(361) 17¢ 65¢ 21,44¢ 21,92;
$682,71( $880,65: $ 1,068,79° $ 678,39 $3,310,55
193,02: 193,70( 211,33: 209,79° 807,85
35,31( 175,95! 276,57 17,36¢ 505,20t
@,775 16,14: 77,02( (14,489 76,89’
(6,54¢) 112,98t 152,12° (27,26)) 231,30
(4,475 133,86. 151,58¢ (38,85() 242,12!

2009 Quarter Ende
March 31 June 30 September 3 December 3.

$ (159% 07C $ 1.8¢€

(1.55) 0.6¢ 1.84
$ (@50% 07 $ 1.8 $ (0.29)
(1.55) 0.6¢ 1.84 (0.30)

$ (@599% 07C $ 1.8¢

(1.55) 0.6¢ 1.84
$ (@50% 074 $ 1.8¢ $ (0.29)
(1.55) 0.6¢ 1.84 (0.30)
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2008 Quarter Ende

As originally reported — Basic earnings per share:
Income (loss) from continuing operatic $
Net income (loss) attributable to common sharehsl

After SunCor reclassifications — Basic earnings peshare:
Income (loss) from continuing operatic $
Net income (loss) attributable to common sharetrsl

As originally reported — Diluted earnings per share:
Income (loss) from continuing operatic $
Net income (loss) attributable to common sharehsl

After SunCor reclassifications— Diluted earnings per share:
Income (loss) from continuing operatic $

March 31 June 30 September 3 December 3:
0060 11z $ 1.5C $ (0.4¢)
(0.09 1.32 1.5C (0.39
0.0n$ 11z $ 1.5C $ (0.27)
(0.09 1.3¢ 1.5C (0.39)
0060 11z $ 1.5C $ (0.4¢)
(0.09 1.32 1.5C (0.39
0.0n$ 11z $ 1.5C $ (0.27)
(0.09 1.32 1.5C (0.39)

Net income (loss) attributable to common sharehsl

14. Fair Value Measurements

We disclose the fair value of certain assets aatlliiies according to a fair value hierarchy. Thisrarchy ranks the

quality and reliability of the inputs used to detére fair values, which are then classified andldised in one of three

categories. The three levels of the fair valuedrghy are:

Level 1 — Quoted prices in active markets for idzaitassets or liabilities. Active markets are #hoswhich transactions
for the asset or liability occur in sufficient fregncy and volume to provide information on an ongdiasis. This category
includes derivative instruments that are exchanggéed such as futures, cash equivalents investextcimnge-traded
money market funds, exchange-traded equities, anlkar decommissioning trust investments in Trgasacurities.

Level 2 — Quoted prices in active markets for samdssets or liabilities; quoted prices in markle#s are not active; and
model-derived valuations whose inputs are obseevdb@rivative instruments in this category incli@exchange-traded
contracts such as forwards, options, and swaps.cetegory also includes investments, in commoncantmingled fund
that are redeemable and valued based on the foatlasset values. We consider broker quotes obiderwvguts when the
quote is binding on the broker, we can validateghete with market transactions, or we can detegrthat the inputs the

broker used to arrive at the quoted price are obbbe.
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Level 3 — Modelderived valuations with unobservable inputs thatsupported by little or no market activity. Instrent:
in this category include long-dated derivative sactions where models are required due to theHesfghe transaction,
options, transactions in locations where observataeket data does not exist, and common and cioketrusts with
significant restrictions on our ability to transatthe fund. The valuation models we employ wilgpot prices, forward
prices, historical market data and other factof®tecast future prices. The primary valuation tégbe we use to calcule
the fair value of contracts where price quotesnateavailable is based on the extrapolation of &aopricing curves using
observable market data for more liquid deliverynt®in the same region and actual transactiorteeatbre illiquid
delivery points.

Assets and liabilities are classified in their et based on the lowest level of input that i;digant to the fair value
measurement. We maximize the use of observablesgnd minimize the use of unobservable inputhdfket data is not
readily available, inputs may reflect our own asptioms about the inputs market participants woude. Wur assessment of the
significance of a particular input to the fair valomeasurement requires judgment, and may affectaliation of fair value
assets and liabilities and their placement withimfair value hierarchy levels. Thus, a valuaticayrbe classified in Level 3
even though the valuation may include significaptits that are readily observable. We assess wtetiharket is active by
obtaining observable broker quotes, reviewing dchaaket transactions, and assessing the volunramasactions.

For non-exchange traded contracts, we calculaterfarket value based on the average of the bicb&edprice,
discounted to reflect net present value. We maintaitain valuation adjustments for a number dsrisssociated with the
valuation of future commitments. These include atibn adjustments for liquidity and credit risksbd on the financial
condition of counterparties. The liquidity valuatiadjustment represents the cost that would berieduf all unmatched
positions were closed-out or hedged.

The credit valuation adjustment represents estidnertedit losses on our overall exposure to couat#igs, taking into
account netting arrangements, expected defaultriexpe for the credit rating of the counterparties the overall
diversification of the portfolio. Counterpartiesthre portfolio consist principally of major energgmpanies, municipalities,
local distribution companies and financial insibas. We maintain credit policies that managemetielses minimize overall
credit risk. Determination of the credit qualityafunterparties is based upon a number of fadgtarkiding credit ratings,
financial condition, project economics and collateequirements. When applicable, we employ statidad agreements that
allow for the netting of positive and negative espi@s associated with a single counterparty.

We apply recurring fair value measurements to d¢isie instruments, nuclear decommissioning tricggain cash
equivalents and plan assets held in our retirermeatother benefit plans (see Note 8). We may hainexd|to record other ass:
at fair value on a nonrecurring basis. These namrgg fair value measurements typically involvatesdowns of individual
assets due to impairment.
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Some of our derivative instrument transactionsvaiaed based on unobservable inputs due to thetkEmgnature of
contracts or the unique location of the transasti@ur long-dated energy transactions consist séable valuations for the
near term portion and unobservable valuationshfeddang-term portions of the transaction. Whenuhebservable portion is
significant to the overall valuation of the transae, the entire transaction is classified as L&teDur classification of
instruments as Level 3 is primarily reflective bétlong-term nature of our energy transactions,isunot reflective of material
inactive markets.

The nuclear decommissioning trust invests in fixkemme securities directly and equity securitigfiriectly through
commingled funds. The commingled equity funds aleied based on the fund’s net asset value (“NAWY are classified
within Level 2. We may transact in the fund on miseonthly basis. Our trustee provides valuatiowf nuclear
decommissioning trust assets by using pricing sesvio determine fair market value. We assess tlagations and verify that
pricing can be supported by actual recent marketstactions. The trust fund investments have beableshed to satisfy APS’
nuclear decommissioning obligations (see Note 12).

The following table presents the fair value at Deber 31, 2009 of our assets and liabilities thatraeasured at fair value
on a recurring basis (dollars in millions):

Quoted Price Significant

in Active Other Significant
Markets for Observable  Unobservabl  Counterpart Balance a
Identical Asset Inputs Inputs Netting & December 3:
(Level 1) (Level 2) (Level 3) Other (a) 2009
Assets
Cash equivalent $ 97 9 — 3 —  $ — 3 97
Risk management activitit 1 10C 42 (64) 79
Nuclear decommissioning tru:
U.S. Treasury debt securiti 55 — — — 55
Commingled U.S. equity func — 167 — — 167
Corporate debt securiti — 62 — — 62
Mortgage-backed securitie — 60 — — 60
Municipality debt securitie — 49 — — 49
Other — 21 — 1 22
Total $ 155§ 45¢ % 42 9 63 $ 591
Liabilities
Risk management activitit $ 149 $ (246) % 52 $ 194 % (11§)

(&) Primarily represents netting under master nettingngements, including margin and collateral. SeteN 8.
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The following table presents the fair value at Deber 31, 2008 of our assets and liabilities thatraeasured at fair value
on a recurring basis (dollars in millions):

Quoted Price Significant

in Active Other Significant
Markets for Observable  Unobservabl Counterpart Balance a
Identical Asset Inputs Inputs Netting & December 3:
(Level 1) (Level 2) (Level 3) Other (a) 2008
Assets
Cash equivalent $ [CHR: — 3 —  $ — 3 75
Risk management activitit 31 76 51 (92 66
Nuclear decommissioning tru:
U.S. Treasury debt securiti 33 — — — 33
Commingled U.S. equity func — 11z — — 112
Corporate debt securiti — 33 — — 33
Mortgage-backed securitie — 73 — — 73
Municipality debt securitie — 67 — — 67
Other — 22 — 2 24
Total $ 3¢ $ 384 $ 51 % 90 ¢ 484
Liabilities
Risk management activitit $ 85) % 297 % 58 $ 244 % (196)

(&) Primarily represents netting under master nettingngements, including margin and collateral. SeteN 8.
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The following table shows the changes in fair vdtueassets and liabilities that are measurediav&ue on a recurring
basis using Level 3 inputs for the years ended Bbee 31, 2009 and 2008 (dollars in millions):

Year Endec
December 31
2009 2008
Net risk management activities at beginning of qu $ @ % 8
Total net gains (losses) realized/unreali:
Included in earnings (& 3 15
Included in OCI 2 (@D}
Deferred as a regulatory asset or liabi 19 (39)
Purchases, issuances, and settlerr 2 —
Level 3 transfers (k (212) 10
Net risk management activities at end of pe $ (100 $ (7
Net unrealized losses included in earnings relatandstruments still held at end of peri $ 3 $ 44

(&) Earnings are recorded in regulated electricity ssgmevenue or regulated electricity segment fodlurchased powe

(b) Transfers in or out of Level 3 reflect thé faarket value at the beginning of the period.nBfars are generally triggered
by a change in the lowest significant input andtgpécally related to our long-dated energy tratisas that extend
beyond available quoted perio

The following table represents the carrying amamt estimated fair value of our debt which is reotied at fair value on
the balance sheet. The carrying value of our aasthaccounts receivable, accounts payable and-&rortborrowings
approximate fair value. Certain of our debt instemts contain third-party credit enhancements andccordance with GAAP,
we do not consider the effect of these credit eobirents when determining fair value. Our debtvalue estimates are based
on quoted market prices of the same or similareisgdollars in millions):

As of As of
December 31, 200 December 31, 20C

Carrying Carrying
Amount Fair Value Amount Fair Value
Pinnacle Wes $ 17& $ 18C $ 17& $ 16¢
APS 3,37¢ 3,49¢ 2,851 2,46¢
SunCor 95 95 182 1832
Total $ 3,64¢ $ 3,774 $ 3,20¢ $ 2,81¢
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We adopted guidance on fair value measurementsliaolbsures, for our nonfinancial assets and ligdsl on January 1,
2009, and it did not have a material impact onfmancial statements. We apply nonrecurring faluganeasurements to
certain real estate assets. These adjustments t@fae are the result of write-downs of indivilagsets due to impairment.
Certain of our real estate assets have been ingpdire to the distressed real estate market. Wendieke fair value for our real
estate assets primarily based on the future casls flhat we estimate will be generated by each déssounted for market ris
These fair value determinations require signifigadgment regarding key assumptions. Due to thasbservable inputs, the
valuation of real estate assets are considered Baweasurements.

As of December 31, 2009, the fair value of our irgrhreal estate assets that are measured agfag wn a nonrecurring
basis was $46 million, all of which was valued gs#ignificant unobservable inputs (Level 3). Tatapairment charges
included in net income for the year ended DecertheP009 were approximately $280 million (includimgt loss attributable
noncontrolling interests of $14 million before imse taxes). Total impairment charges for the yededbecember 31, 2008
were approximately $53 million. See Note 23 foridddal information.

15. Earnings Per Share

The following table presents earnings per weiglaeerage common share outstanding for the yearsidddeember 31,
2009, 2008 and 2007:

2009 2008 2007
Basic earnings per shal
Income from continuing operations attributable dancnon
shareholder $ 0.81 $ 2.3(C $ 3.0C
Income (loss) from discontinued operatic (0.19) 0.1C 0.0€
Earnings per sha— basic $ 0.6¢ $ 2.4C $ 3.0¢€
Diluted earnings per shar
Income from continuing operations attributable éoncnon
shareholder $ 0.81 $ 2.2¢ $ 2.9¢
Income (loss) from discontinued operatic (0.19 0.11 0.07
Earnings per sha— diluted $ 0.67 $ 2.4C $ 3.0¢

Dilutive stock options and performance shares (tvhie contingently issuable) increased average amshares
outstanding by approximately 103,000 shares in 209,000 shares in 2008 and 579,000 shares in 7003l average
common shares outstanding for the purposes of legileg diluted earnings per share were 101,263sh2es in 2009,
100,964,920 shares in 2008 and 100,834,871 shagf0ir.

Options to purchase 572,301 shares of common stiobecember 31, 2009 were not included in the caatjom of
diluted earnings per share because the optionstiseeprices were greater than the average maricet pf the common shares.
Options to purchase shares of common stock that n@rincluded in the computation of diluted eagsiper share were
687,375 at December 31, 2008 and 114,213 at Dege3ib2007.
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16. Stock-Based Compensation

We have a 2007 long-term incentive plan (2007 Blédmat allows the Company to grant restricted ktwestricted stock
units, performance shares, stock grants, inceatinestock options, stock appreciation rights, peréoce share units,
performance cash awards, dividend equivalents ot $0 eligible individuals.

Restricted Stock Unit Awards and Stock Grants

Stock grants were issued to nofficer members of the Board of Directors in 202908 and 2007 under the 2007 Plan
were paid in fully transferable shares of stockstReted stock unit awards were granted to offigerd key employees in 2009,
2008 and 2007 under the 2007 Plan. Officers ancekagloyees elected to receive payment in eithdr oa fully transferabl
shares of stock, in exchange for each restrictmrksinit on preestablished valuation dates. Each restricted staitkpayable il
cash represents the right to receive a cash payegeial to the fair market value of one share oh®ite West's common stock.
Restricted stock unit awards vest and settle inahinstallments over a four-year period. In additiofficers and key
employees will receive a cash payment equal t@theunt of dividends that they would have recei¥ékdy had owned the
stock to which the restricted stock units relaterfithe date of grant to the date of payment pliesast. For any employee that
was eligible to retire before the settlement ddite employee’s restricted stock unit awards veseliyement date and the
compensation expense is recognized by retiremigibiéity. As the restricted stock unit award iscacinted for as a liability
award, compensation costs, initially measured basetie Company’s stock price on the grant dater@measured at each
balance sheet date, using Pinnacle West's closoud price.

Restricted stock unit awards were granted to actsleset of key employees of Pinnacle West on @ctah, 2008,
February 18, 2009, March 18, 2009, April 13, 2066 auly 29, 2009 under the 2007 Plan. The awatheofestricted stock ur
awards follows the same vesting schedule as thé @06 2008 restricted stock unit awards.

The following table is a summary of granted restdcstock units and stock grants and the weightedage fair value for
the three years ended 2009, 2008 and 2007:

2009 2008 2007
Units grantec 261,00¢ 224,65¢ 136,91
Grant date fair value (i $ 30.2¢ $ 36.2¢ $ 46.51

(a) weighted average fair valt
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The following table is a summary of the statusesttricted stock units and stock grants, as of Déeei81, 2009 and
changes during the year. This table representstbalgtock portion of restricted stock units, fer élection on payment
discussed in the paragraph above:

Weightec«-Average

Nonvested share Shares Gran-Date Fair Valu
Nonvested at January 1, 2C 80,34t $ 38.11
Granted 108,45( 30.7¢
Vested 40,68 35.0¢
Forfeited 2,772 34.52
Nonvested at December 31, 2(C 145,33¢ 33.57

The amount of cash required to settle the paynmoarthe 2007 grant on February 20, 2009 and Feb2@r2008 was
$0.8 million and $1.0 million respectively. The amo of cash required to settle the payment for2@8 grant on February 20,
2009 was $1.3 million.

Performance Share Awards

Performance share awards were granted to officet«ay employees in 2009 and 2008 under the 2047. Plerformance
share awards for 2008 contain performance criteataffect the number of shares ultimately reakiv@enerally, each recipie
of performance shares is entitled to receive shafreemmon stock after the end of a three-yeargperéince period. The
number of shares each recipient ultimately receif@sy, is based upon the percentile rankinginh&cle West's earnings per
share growth rate at the end of the three-yeaoger$s compared with the earnings per share graat¢hof all relevant
companies in a specified utilities index. Perforeenahare awards for 2009 also contain performariiegia that affect the
number of shares that ultimately vest, 50% of thard is based on the same percentile ranking a30b@ award and the other
50% of the award is based on six separate perfarenametrics. For any employee that was eligiblestoe before the settleme
date, the employee’s performance share awarddyastirement date and the compensation expenseagnized by
retirement eligibility. As the performance shareaaavis accounted for as a liability award, compg&asaosts, initially
measured based on the Company’s stock price ogrimt date, are remeasured at each balance shiegtisiag Pinnacle
West’s closing stock price. Management also evalutite probability of meeting the performance dedtat each balance sheet
date and related compensation cost is amortizedtbegperformance period on a straight-line badktbe goals are not
achieved, no compensation cost is recognized apg@maviously recognized compensation cost is reers

Performance shares were granted to officers anekgjoyees of Pinnacle West on October 21, 200&uaey 18, 2009,
March 18, 2009, April 13, 2009 and July 29, 2008enthe 2007 Plan. This award of performance sHahesvs the same
vesting schedule as the prior performance sharasded.

The following table is a summary of the Performasicares granted and the weighted average fair Yaiube three years
ended 2009, 2008 and 2007:

2009 2008 2007
Units grantec 240,62 226,24. 134,91°
Grant date fair value (i $ 30.1¢ $ 36.2¢ $ 48.42

(&) weighted average grant date fair va
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The following table is a summary of the status effprmance shares, as of December 31, 2009 andiebaluring the

year:
Weighte«-Average
Nonvested share Shares Gran-Date Fair Valu
Nonvested at January 1, 2C 210,54t $ 40.6¢
Granted 240,62 30.1¢
Vested — —
Forfeited 92,22¢ 46.9¢
Nonvested at December 31, 2(C 358,94 32.3¢

Retention Units

Retention unit awards were granted to key employe2806 and 2007. Each retention unit award regnssthe right to
receive a cash payment equal to the fair marketevaf one share of Pinnacle West's common stodlkeraéned on pre-
established valuation dates. Each retention urdtrdwests and settles in equal annual installnmerés a four-year period. In
addition, the employee will receive a cash paynegpuial to the amount of dividends that the emplayeeld have received if
the employee had owned the stock from the dateasftgo the date of payment plus interest. Thentite unit awards have
fully vested and settled on January 4, 2010; fgremployee that was eligible to retire before tiete, the employegretentior
units vested by retirement date and the compemsatipense was recognized by retirement eligibily this award is
accounted for as a liability award, compensatiostgdnitially measured based on the Company’skgpoice on the grant date,
were remeasured at each balance sheet date, usimagke West's closing stock price.

The amount of cash to settle the payment on tkelirsiness day of 2009 was $1.1 million, 2008 $4a8 million and
2007 was $1.6 million.

Incentive Shares

On January 21, 2009, the Human Resources Commajig@ved under the 2007 Plan payment of 2008 ineeatvards ti
officers in the form of a Pinnacle West common ktgant. A total of 138,756 shares were issuedHisrstock grant with a
grant date fair value of $32.58 per share. Theksgoant was included in stock compensation expen2608.

Stock Options

We have issued stock options in the past, but havgranted stock options since 2004. The ternutstanding options
cannot be longer than 10 years and options carenggriced during their terms.
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The following table summarizes the option activityder our equity incentive plans for the year endedember 31, 2009:

Weighter-
Average Aggregate
Shares Weighte- Remaining Intrinsic
(in Average Contractua Value (dollar:

Options thousands Exercise Pric ~ Term (Years in thousands
Outstanding at January 1, 20 69€ % 39.81
Exercisec 86 32.2¢
Forfeited or expirel 177 40.07
Outstanding at December 31, 2( 432 41.2C 1.8 $ 11¢E
Exercisable at December 31, 2( 432 41.2( 18 $ 11t

Cash received from options exercised under ouesbased payment arrangements was $3 million fo8 28&ro for 2008
and $8 million for 2007. The tax benefit realized the tax deductions from option exercises ofsthare-based payment
arrangements were immaterial for 2009, zero foil82a@d $1 million for 2007.

The intrinsic value of options exercised was immatdor 2009, zero for 2008 and $2 million for 200

As of December 31, 2009, there was $12 millionotdltunrecognized compensation cost related to esied share-based
compensation arrangements granted under the glaascost is expected to be recognized over a \edgaverage period of
2.2 years. The total fair value of shares vestethd?009 was $10 million, 2008 was $5 million g&imillion for 2007.

We have reserved 8 million shares of common stocksuance under the 2007 Plan. Under the 2007, Bty shares of
stock that are potentially deliverable under th@2ldng term incentive plan will be added to thenber of shares available for
grant under the 2007 Plan if the award is cancgeftateited, or terminated such that those shareseturned to the Company.

The compensation cost that has been charged agammstcle West's income for share-based compemsplims was
$5 million in 2009, $8 million in 2008 and $6 mdh in 2007. The compensation cost that Pinnaclet Waesscapitalized was
immaterial in 2009, 2008 and 2007. Pinnacle Westal income tax benefit recognized in the Consdéd Statements of
Income for share-based compensation arrangemest$2vaillion in 2009, $3 million in 2008 and $2 hah in 2007. APS’
share of compensation cost that has been chargéasagmcome was $4 million in 2009, $7 million2608 and $6 million in
2007.

Pinnacle West's current policy is to issue new sban satisfy share requirements for stock compiemsplans and it does
not expect to repurchase any shares except tdysi@iswithholding obligations upon the vestingreétricted stock during 201
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17. Business Segments
Pinnacle West's two reportable business segmeats ar
*  our regulated electricity segment, which consi$tisaditional regulated retail and wholesale #leity businesses
(primarily electricity service to Native Load custers) and related activities and includes eletyrigéneration,
transmission and distribution; a
« our real estate segment, which consists of SU's real estate development and investment activ

Financial data for 2009, 2008 and 2007 is providedbllows (dollars in millions):

Business Segments for the Year Ended Decembe089,

Regulatec
Electricity Real Estat
Segmen Segment (8 All other (b) Total
Operating revenue $ 3,14¢ $ 10¢ $ 45 $ 3,291
Purchased power and fuel ca 1,17¢ — — 1,17¢
Other operating expens 987 361 44 1,392
Operating margil 98: (258 1 72€
Depreciation and amortizatic 40C 2 2 404
Interest expens 214 8 1 227
Other expense (incom (16) — 10 (6)
Income (loss) from continuing operations beforeme
taxes 38t (268) 12 10t
Income taxe: 142 (200 (4 38
Income (loss) from continuing operatic 243 (16¢) (8) 67
Loss from discontinued operations — net of income
benefit of $9 million (see Note 2; — (14) — (14)
Net income (loss 243 (182 (8) 53
Less: Net loss attributable to noncontrolling ietes — (15) — (15)
Net income (loss) attributable to common sharetrs! $ 243 $ (169 $ B8 $ 68
Total asset $ 11,51¢ $ 161 $ 134 $ 11,80¢
Capital expenditure $ 732 $ 7 $ 6 $ 74E
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Business Segments for the Year Ended Decembel0B8,

Regulatec
Electricity Real Estat
Segmen Segment (8 All other (b) Total
Operating revenue $ 3,127 $ 74 $ 10¢ $ 3,31(C
Purchased power and fuel ca 1,28¢ — 46 1,33(C
Other operating expens 927 11€ 40 1,08t
Operating margil 91¢€ (44) 23 89t
Depreciation and amortizatic 38:¢ 5 2 39C
Interest expens 18¢ 6 2 197
Other expense (incom 4 (4) 8 —
Income (loss) from continuing operations beforeme
taxes 34¢ (52) 11 30¢
Income taxe: 92 (19) 4 77
Income (loss) from continuing operatic 25€ 32 7 231
Income from discontinued operations — net of incor
tax expense of $7 million (see Note : — 6 5 11
Net income (loss) attributable to common sharetrs! $ 25€ $ 26) $ 12 $ 242
Total asset $ 10,95 $ 522 $ 14€ $ 11,62
Capital expenditure $ 85€ $ 41 $ 7 $ 904
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Business Segments for the Year Ended Decembel0BY,

Regulatec
Electricity Real Estat
Segmen Segment (8 All other (b) Total
Operating revenue $ 2,91¢ $ 18¢ $ 187 $ 3,294
Purchased power and fuel ca 1,141 — 10C 1,241
Other operating expens 83€ 16¢ 60 1,06t
Operating margil 941 20 27 98¢
Depreciation and amortizatic 36€ 4 2 372
Interest expens 18C 4 1 18t
Other expense (incom (18) (12) 8 (22)
Income from continuing operations before income 41% 23 16 452
Income taxe: 13¢ 8 5 152
Income from continuing operatiol 274 15 11 30C
Income (loss) from discontinued operations — net @
income tax expense of $5 million (see Note — 8 (1) 7
Net income (loss) attributable to common sharetrsl $ 274 $ 23 $ 1C $ 307
Capital expenditure $ 90C $ 161 $ 3 $ 1,064

(&) Due to the current and anticipated contindgistressed conditions in the real estate and tonealikets, in 2009 our real
estate subsidiary, SunCor, began disposing obitsabuilding operations, master-planned communités| parcels,
commercial assets and golf courses in order toceedts outstanding debt (see Note 23). As a patiisfplan to sell
substantially all of SunC’s assets, the real estate segment may no longerdporting segment in the futu

(b) All other activities relate to APSES, Silvartk and El Dorado. Income from discontinued operetifor 2008 is primarily
related to the resolution of certain tax issues@ased with the sale of Silverhawk in 2005. Nofithese segments is a
reportable segmer

18. Derivative Accounting

We are exposed to the impact of market fluctuatinrtee commodity price and transportation costsle€tricity, natural
gas, coal, emissions allowances and in interess réfe manage risks associated with these madattiéitions by utilizing
various derivative instruments, including futureswards, options and swaps. As part of our oversl#tt management program,
we may use such instruments to hedge purchasesataxlof electricity, fuels, and emissions allovesnand credits. Derivative
instruments that are designated as cash flow heatgassed to limit our exposure to cash flow valitgton forecasted
transactions. The changes in market value of santracts have a high correlation to price changeké hedged transactions.
We may also invest in derivative instruments fading purposes; however, for the year ended Dece&ih&009, there was
material trading activity.
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Our derivative instruments are accounted for atvaiue; see Note 14 for a discussion of fair vaheasurements.
Derivative instruments for the physical deliverypafrchase and sale quantities transacted in thealaourse of business
qualify for the normal purchase and sales scopegian and are accounted for under the accrualadethaccounting. Due to
the scope exception, these derivative instrumaetgxcluded from our derivative instrument discossind disclosures below.

We enter into derivative instruments for econormadding purposes. While we believe the economic ésdgtigate
exposure to fluctuations in commodity prices, sahthese instruments may not meet the specific @edgounting
requirements and are not designated as accourgifges. Economic hedges not designated as accolnetilygps are recordec
fair value on our balance sheet with changes inviglue recognized in the statement of income asried. These instruments
are included in the “non-designated hedges” disensand disclosure below.

Hedge effectiveness is the degree to which thevave instrument contract and the hedged itencareelated and is
measured based on the relative changes in faie\mtween the derivative instrument contract archéhdged item over time.
We assess hedge effectiveness both at inceptionraactontinuing basis. These assessments extiedizrte value of certain
options. For accounting hedges that are deemetfexntiee hedge, the effective portion of the gaifass on the derivative
instrument is reported as a component of accunditatteer comprehensive income (“AOCI”) and reclasdiinto earnings in
the same period during which the hedged transaefi@cts earnings. We recognize in current earnihggains and losses
representing hedge ineffectiveness, and the gaih$éosses on any hedge components which are extfugl® our
effectiveness assessment. As of December 31, 2a0Bedged the majority of certain exposures tqtiee variability of
commodities for a maximum of 39 months.

In the electricity business, some contracts tolpase energy are netted against other contractdl tenergy. This is called
“book-out” and usually occurs in contracts thatéétve same terms (quantities and delivery poimtd)far which power does
not flow. We net these book-outs, which reduceb bevenues and fuel and purchased power costs i@ansolidated
Statements of Income, but this does not impacfinancial condition, net income or cash flows.

For its regulated operations, APS defers for futate treatment approximately 90% of unrealizesigand losses on
certain derivatives pursuant to the PSA mechanimtwould otherwise be recognized in income. Redlgains and losses on
derivatives are deferred in accordance with the RBStAe extent the amounts are above or below #s Buel Rate (see Note
3). Gains and losses from derivatives in the follmatables represent the amounts reflected in ircbafore the effect of PSA
deferrals.

As of December 31, 2009, we had the following @rtding gross notional amount of derivatives, whigpresent both
purchases and sales (does not reflect net position)

Commaodity Quantity
Power 16,467,38 megawatt hou
Gas 161,999,63 MMBTU (a)

(@ “MMBTU” is one million British thermal unit
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Derivative Instruments in Designated Accounting Heding Relationships

The following table provides information about gaand losses from derivative instruments in desgghaccounting
hedging relationships and their impact on our Cbdated Statements of Income during the year efszember 31, 2009
(dollars in thousands):

Financial Statemer Year Endec
Commodity Contract Location December 31, 20(

Amount of Loss Recognized in AOCI on Derivativ Accumulated other comprehensive loss-derivativ

Instruments (Effective Portiol instruments $ (155,32
Amount of Loss Reclassified from AOCI into Inco Regulated electricity segment fuel and purchased

(Effective Portion Realizec power (185,329
Amount of Loss Recognized in Income from Regulated electricity segment fuel and purchase:

Derivative Instruments (Ineffective Portion and power

Amount Excluded from Effectiveness Testing) (29,907

(@) During the year ended December 31, 2009, #i®2sand was reclassified from AOCI to earnindgtee to discontinued
cash flow hedge:

During the next twelve months, we estimate thattdass of $68 million before income taxes willleelassified from
accumulated other comprehensive income as an offskée effect of market price changes for theteeldnedged transactions.
In accordance with the PSA, certain of these ansowiit be recorded as either a regulatory asséability and have no effect
on earnings.

Derivative Instruments Not Designated as Accountingdedges

The following table provides information about gaand losses from derivative instruments not desaghas accounting
hedging instruments and their impact on our Codatdid Statements of Income during the year endedrbleer 31, 2009
(dollars in thousands):

Financial Statemer Year Endec
Commodity Contract Location December 31, 20(

Amount of Net Gain Recognized in Income from Regulated electricity segment revenue
Derivative Instrument $ 2,48¢

Amount of Net Loss Recognized in Income from Regulated electricity segment fuel and purchased
Derivative Instrument power expens (16,740
Total $ (14,25€)

143




WPD-6

Table of Contents Screening Data Part 2 of 2
Page 1591 of 7002

PINNACLE WEST CAPITAL CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Fair Values of Derivative Instruments in the Consabated Balance Sheets

The following table provides information about fag value of our derivative instruments, margitc@ent and cash
collateral reported on a gross basis. Transactigtiiscounterparties that have master netting aearents are reported net on
the balance sheet. These amounts are located assiets and liabilities from risk management agtiwilines of our
Consolidated Balance Sheets. Amounts are as ofrileme31, 2009 (dollars in thousands):

Investmentt Current Deferred Credil  Total Asset

Commodity Contract Current Asser  and Other Asse  Liabilities and Othel (Liabilities)
Derivatives designated as account

hedging instrument:

Assets $ 32¢ % — $ 324: 3 IR 3,64¢

Liabilities (3,436 (25€6) (72,899 (77,959 (154,549
Total hedging instrumen (3,109 (25€) (69,657 (77,879 (150,899
Derivatives not designated as

accounting hedging instrumen

Assets 31,22( 29,801 34,64¢ 44,63! 140,30:

Liabilities (4,129 (69€) (81,72 (71,409 (157,949
Total nor-hedging instrument 27,097 29,11: (47,077 (26,777 (17,646
Total derivatives 23,99( 28,85t (116,739 (104,655 (168,54
Margin accoun 8,64: — 12,46 104 21,21
Collateral provided to counterparti 17,98¢ — 49,41 42,10¢ 109,50¢
Collateral provided from

counterpartie: — — (1,050 — (1,050
Balance Sheet Tot $ 50,61¢ $ 28,85 $ (55,909 $ (62,449 $ (38,87)

Credit Risk and Credit Related Contingent Features

We are exposed to losses in the event of nonpegiocenor nonpayment by counterparties. We havenakagement
contracts with many counterparties, including ooenterparty for which our exposure represents aqmately 31% of
Pinnacle West’s $79 million of risk management tssae of December 31, 2009. This exposure relataddngterm traditiona
wholesale contract with a counterparty that hayg t&gh credit quality. Our risk management processesses and monitors the
financial exposure of all counterparties. Despiee fact that the great majority of trading countetigs’ debt is rated as
investment grade by the credit rating agenciesetlsestill a possibility that one or more of thesenpanies could default,
resulting in a material impact on consolidated e for a given period. Counterparties in the fotid consist principally of
financial institutions, major energy companies, mipalities and local distribution companies. Weimtain credit policies that
we believe minimize overall credit risk to withioaeptable limits. Determination of the credit qtyadif our counterparties is
based upon a number of factors, including credihga and our evaluation of their financial congliti To manage credit risk,
we employ collateral requirements and standardimgdements that allow for the netting of positind aegative exposures
associated with a single counterparty. Valuatigustthents are established representing our estihtaéslit losses on our
overall exposure to counterparties.
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Certain of our derivative instrument contracts eamtredit-risk-related contingent features inchgdiamong other things,
investment grade credit rating provisions, credi&ted cross default provisions, and adequate @asseiprovisions. Adequate
assurance provisions allow a counterparty withaeable grounds for uncertainty to demand additicodateral based on
subjective events and/or conditions. The aggrefgatealue of all derivative instruments with credsk-related contingent
features that were in a liability position on Ded®mn31, 2009 was $283 million, for which we hadtpd<ollateral of
$92 million in the normal course of business.

For those derivative instruments in a net liabiptsition, with investment grade credit contingescithe counterparties
could demand additional collateral if our debt dreating were to fall below investment grade (lvelBBB- for Standard &
Poor’s or Fitch or Baa3 for Moody'’s), which would b violation of the credit rating provisions. hktinvestment grade
contingent features underlying these agreementbé&ead triggered on December 31, 2009, afteseffing asset positions unt
master netting arrangements we would have beeriregigio post approximately an additional $100 roilliof collateral to our
counterparties; this amount includes those corgnabich qualify for scope exceptions, which arelased from the derivative
details in the above footnote. We also have enaxigged non-derivative instrument contracts withestment grade credit-
related contingent features which could also requg to post additional collateral of approxima®&®00 million if our debt
credit ratings were to fall below investment grade.

19. Other Income and Other Expense

The following table provides detail of other incoared other expense for 2009, 2008 and 2007 (dofiatsusands):

2009 2008 2007

Other income

Interest incomi $ 1,66( $ 7,601 $ 11,65¢

SunCor other incom 362 3,21¢ 11,37(

Investment gain— net 2,51¢ — —

Miscellaneous 1,131 1,97¢ 2,33¢
Total other incom: $ 5,66¢ $ 12,79 $  25,36:
Other expense

Non-operating costs (¢ $ (6,599 $ (13,030 $ (13,999

Investment losse— net — (17,707) (2,34))

Miscellaneous (7,676 (844) (9,527
Total other expens $ (14269 $ (31570 $ (25,85)

() Includes equity earnings from a real estate joamture that is a pe-through entity for tax purpose
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20. Variable-Interest Entities

See Note 2 for a discussion of the amended acemugtiidance relating to VIEs adopted on JanuaB010. Our
December 31, 2009 financial statements and theviialig disclosure do not reflect the adoption o$ thew guidance.

In 1986, APS entered into agreements with threarsép VIE lessors in order to sell and lease baigkésts in Palo Verde
Unit 2. The leases are accounted for as operagimgel. We are not the primary beneficiary of the Yarde VIEs and,
accordingly, do not consolidate them (see Note 9).

APS is exposed to losses under the Palo Verddesedeback agreements upon the occurrence of cestairis that APS
does not consider to be reasonably likely to oddader certain circumstances (for example, the N§3Ging specified
violation orders with respect to Palo Verde ordlseurrence of specified nuclear events), APS wbeldequired to assume the
debt associated with the transactions, make spdgiyments to the equity participants, and tdkett the leased Unit 2
interests, which, if appropriate, may be requieté written down in value. If such an event hacbo@d as of December 31,
2009, APS would have been required to assume ajopatedy $152 million of debt and pay the equityt#pants
approximately $153 million.

We have certain long-term purchase power agreeméreee we purchase substantially all of an entityiout from a
specified facility for a specified period. We haaluated these arrangements under the variallegttaccounting guidance
and have determined that these agreements dopresent variable interests. If these agreementd&ad deemed variable
interests in these entities, we would not be casid the primary beneficiary of these entities tuedefore would not
consolidate the entities.

SunCor is the primary beneficiary of certain lamdelopment arrangements and, accordingly, condeidhe variable
interest entities. The assets and non-controlleréests reflected in our Consolidated Balance Shetated to these
arrangements were approximately $29 million at Dewer 31, 2009 and December 31, 2008.

21. Guarantees
We have issued parental guarantees and lettersdif and obtained surety bonds on behalf of obsisliaries.

Our parental guarantees for APS relate to commadligrgy products. In addition, Pinnacle West hdained
approximately $8 million of surety bonds relatedd®S’ operations, which primarily relate to sel&imed workers’
compensation. Our credit support instruments enaBIBES to offer energy-related products. Non-perforce or non-payment
under the original contract by our subsidiaries Maaquire us to perform under the guarantee atgurond. No liability is
currently recorded on the Consolidated Balance Shetated to Pinnacle West's current outstandungrantees on behalf of
our subsidiaries. At December 31, 2009, we haduamantees that were in default. Our guaranteesmavecourse or collatel
provisions to allow us to recover amounts paid unlde guarantees. The amounts and approximate te#rog guarantees and
surety bonds for each subsidiary at December 319 2@ as follows (dollars in millions):

Guarantee Surety Bond:
Term Term
Amount (in years) Amount (in years)
APSES $ 14 1 $ 19 1
APS 3 1 8 1
Total $ 17 $ 27
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APS has entered into various agreements that eetpiters of credit for financial assurance purpoge December 31,
2009, approximately $227 million of letters of ctedlere outstanding to support existing pollutiantrol bonds of
approximately $224 million. The letters of credi¢ available to fund the payment of principal ameiiest of such debt
obligations and expire in 2010. APS has also edter® approximately $70 million of letters of cieth support certain equity
lessors in the Palo Verde sale leaseback transadisee Notes 9 and 20 for further details on #ile Perde sale leaseback
transactions). These letters of credit expire ih@APS intends to provide from either existingiew facilities for the
extension, renewal or substitution of the lettdrsredit to the extent required.

We enter into agreements that include indemnificafirovisions relating to liabilities arising froon related to certain of
our agreements; most significantly, APS has agte@udemnify the equity participants and other igartn the Palo Verde sale
leaseback transactions with respect to certaimiatters. Generally, a maximum obligation is notlieitty stated in the
indemnification provisions and, therefore, the allemaximum amount of the obligation under sucheimdgification provisions
cannot be reasonably estimated. Based on hist@xgarience and evaluation of the specific indeiesitve do not believe that
any material loss related to such indemnificatioovsions is likely.

22. Discontinued Operations

SunCor (real estate segment} In 2007, 2008 and 2009, SunCor sold propertiesateatequired to be reported as
discontinued operations on Pinnacle West’'s Conatditl Statements of Income. Prior year income stteamounts related to
these properties were reclassified from operatiomiscontinued operations. The asset sales resulteo gain for 2009, a
$24 million after tax gain in 2008 and a $10 milliafter tax gain in 2007. In addition, see Note-2Real Estate Impairment
Charge.

Silverhawk — Includes activities related to the resolutiorceftain tax issues in 2008 associated with theafale
Silverhawk in 2005.

APSES(other)— Includes activities related to the APSES discortthaommodity-related energy services in 2008, and
the associated revenues and costs that were riieldiss discontinued operations in 2008 and 2007.
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The following table provides revenue, income (Idssfpre income taxes and income (loss) after takessified as
discontinued operations in Pinnacle West's Conatdid Statements of Income for the years ended Desedi, 2009, 2008
and 2007 (dollars in millions):

2009 2008 2007

Revenue

SunCor— commercial operatior $ 13 $ 57 $ 29

Other (primarily APSES) (e — 67 204
Total revenue $ 13 $ 124 $ 238
Income (loss) before taxe

SunCor— commercial operatior $ 23 % 8 $ 12

Silverhawk — 13 —

Other (primarily APSES — (3 (1)
Total income before taxe $ 23y % 18 $ 11
Income (loss) after taxe

SunCor— commercial operatior $ 14 $ 6 $ 8

Silverhawk — 8 —

Other (primarily APSES — 3 D
Total income after taxes (| $ 149 $ 11 $ 7

(&) APSES discontinued its commodity-related gneervices in 2008 and the associated revenuesastsi were reclassified
to discontinued operations in 2008 and 2(

(b) Includes a tax benefit recognized by the pactempany in accordance with an intercompany kexisg agreement of $9
million for the year ended December 31, 2C
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23. Real Estate Impairment Charge

During the first quarter of 2009, SunCor undertaoki completed a review of its assets and strategibm its various
markets as a result of the then current and aatieipcontinuing distressed conditions in real estat credit markets. Based
the results of the review, on March 27, 2009, Sufgd®oard of Directors authorized a series of smat transactions to dispose
of SunCor’s homebuilding operations, master-plant@dmunities, land parcels, commercial assets alidgurses in order to
reduce SunCor’s outstanding debt. During 2009 werded impairment charges of approximately $26@ianilpre-tax and
$161 million after income taxes. Of the total $26#lion impairment charge for 2009, approximateBA& million related to
held and used assets as of December 31, 2009 22maiflion is included in discontinued operatiomslas related to assets s
during 2009. We believe that most of the assebetsold, which are classified as “Real Estate livests — Net” on the
Consolidated Balance Sheets, do not meet the bekhfe and discontinued operations criteria d@3emfember 31, 2009 becal
of the uncertainties related to the current mackeiitions and obtaining necessary approvals, \wwaataassert that a sale of
these properties within the upcoming year is prédoalve recorded pre-tax impairment charges in 28fQgpproximately
$53 million or $32 million after income taxes. Ttietail of the impairment charge is as follows (drdlin millions, and before
income taxes):

2009 2008

Homebuilding and mast-planned communitie $ 161 $ 18
Land parcels and commercial ass 82 —
Golf courses 15 —

Subtotal 25¢ 18
Discontinued operatior 22 35
Less noncontrolling interes (14) —
Total $ 26€ $ 53

We estimate the fair value of our real estate ags@harily based on either the future cash flohat tve estimate will be
generated by each asset discounted at a rate iggdalarket participants would use, on independpptaisals, or other marl
information, including comparison to comparablegaxies. Our impairment assessments and fair \d@terminations require
significant judgment regarding key assumptions ascfuture sales prices, future construction and tievelopment costs,
future sales timing, and discount rates. The assonmgpare specific to each project and may varyragrrojects. The weighted
average discount rates we used to estimate faiegsaluring 2009 ranged from 11% to 29%. Due tqutigment and
assumptions applied in the estimation process, reijlard to impairments, it is possible that acteaults could differ from
those estimates.

SunCor also recorded in 2009 $8 million of pretexesance and other charges relating to these acfinnacle West do
not expect that any of the impairment chargesnesllt in future cash expenditures, other than itene disposition costs.

See Notes 5 and 6 for a discussion of SunCor’s athiiquidity matters, and the impact of impairtneimarges on the
SunCor Secured Revolver.
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MANAGEMENT’'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING
(ARIZONA PUBLIC SERVICE COMPANY)

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting, as such
term is defined in Exchange Act Rules 13a-15(f) Adzona Public Service Company. Management cotetlian evaluation of
the effectiveness of our internal control over fic@l reporting based on the frameworknternal Control — Integrated
Frameworkissued by the Committee of Sponsoring Organizatifrise Treadway Commission. Based on our evaloaitiwler
the framework irinternal Control — Integrated Framewor&ur management concluded that our internal cootret financial
reporting was effective as of December 31, 2002 dffectiveness of our internal control over finahoeporting as of
December 31, 2009 has been audited by Deloitte &cfie LLP, an independent registered public accogritim, as stated in
their report which is included herein and alsoteddo the Company’s financial statements.

February 19, 2010
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholder of
Arizona Public Service Company
Phoenix, Arizona

We have audited the accompanying balance shedtszoina Public Service Company (the “Company”) &®ecember 31,
2009 and 2008, and the related statements of inccinamges in common stock equity, and cash flowsdoh of the three ye:
in the period ended December 31, 2009. Our aulditsiacluded the financial statement scheduledigtethe Index at Iltem 15.
We also have audited the Company’s internal comtvel financial reporting as of December 31, 20@&ed on criteria
established imnternal Control — Integrated Frameworksued by the Committee of Sponsoring Organizatidrike Treadway
Commission. The Company’s management is resporfgibtbese financial statements and financial stat& schedule, for
maintaining effective internal control over finaalcieporting, and for its assessment of the effeagss of internal control over
financial reporting, included in the accompanyingridgement’s Report on Internal Control Over Fir@riReporting. Our
responsibility is to express an opinion on thesarftial statements and financial statement scheahaleén opinion on the
Company’s internal control over financial reportingsed on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighaBioUnited States).
Those standards require that we plan and perfoenatidit to obtain reasonable assurance about whe#hénancial statemen
are free of material misstatement and whether @ffeternal control over financial reporting wasintained in all material
respects. Our audits of the financial statemermsided examining, on a test basis, evidence suipgdtie amounts and
disclosures in the financial statements, assessgccounting principles used and significannesstes made by management,
and evaluating the overall financial statement @méstion. Our audit of internal control over finaieeporting included
obtaining an understanding of internal control dgaincial reporting, assessing the risk that aemaltweakness exists, testing
and evaluating the design and operating effectisgoé internal control based on the assessedQiskaudits also included
performing such other procedures as we considezeéssary in the circumstances. We believe thaawdits provide a
reasonable basis for our opinions.

A company'’s internal control over financial repogiis a process designed by, or under the supenvigi the company’s
principal executive and principal financial offiseor persons performing similar functions, aneetfd by the company’s
board of directors, management, and other persaamebvide reasonable assurance regarding trabiily of financial
reporting and the preparation of financial statetséor external purposes in accordance with gelyesatepted accounting
principles. A company'’s internal control over firgal reporting includes those policies and proceduhat (1) pertain to the
maintenance of records that, in reasonable detilirately and fairly reflect the transactions disghositions of the assets of
company; (2) provide reasonable assurance thaactions are recorded as necessary to permit ptépanof financial
statements in accordance with generally accepteauating principles and that receipts and expeneftof the company are
being made only in accordance with authorizatidn®@nagement and directors of the company; angr(8)ide reasonable
assurance regarding prevention or timely deteafamauthorized acquisition, use, or dispositioth&f company’s assets that
could have a material effect on the financial stegsts.
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Because of the inherent limitations of internaltcohover financial reporting, including the possti of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventatetacted on a timely
basis. Also, projections of any evaluation of tifeaiveness of the internal control over financighorting to future periods are
subject to the risk that the controls may becoradéguate because of changes in conditions, otttbategree of compliance
with the policies or procedures may deteriorate.

In our opinion, the financial statements refer@alove present fairly, in all material respedts, financial position of the
Company as of December 31, 2009 and 2008and thiksres its operations and its cash flows for eatthe three years in the
period ended December 31, 2009, in conformity \&itbounting principles generally accepted in thedthStates of America.
Also, in our opinion, such financial statement sithe, when considered in relation to the basicrfaial statements taken as a
whole, presents fairly, in all material respedtg, information set forth therein. Also, in our dpim the Company maintained.
all material respects, effective internal contreéofinancial reporting as of December 31, 200%¢gleon the criteria establish
in Internal Control — Integrated Framewoitsued by the Committee of Sponsoring Organizatidrise Treadway
Commission.

/s/ DELOITTE & TOUCHE LLP
Phoenix, Arizona
February 19, 2010
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ARIZONA PUBLIC SERVICE COMPANY
STATEMENTS OF INCOME
(dollars in thousands)

Year Ended December 31,

2009 2008 2007
ELECTRIC OPERATING REVENUE! $ 3,149,501 $ 3,133,49 $ 2,936,27
OPERATING EXPENSE:!
Fuel and purchased pow 1,178,62 1,289,88 1,151,39:
Operations and maintenar 852,56: 787,27( 710,07
Depreciation and amortizatic 399,45! 383,09¢ 365,43(
Income taxes (Notes 4 an-1) 158,66: 113,79¢ 155,73!
Other taxe: 122,35¢ 124,04¢ 127,64¢
Total 2,711,65 2,698,09 2,510,28.
OPERATING INCOME 437,84 435,40( 425,99!
OTHER INCOME (DEDUCTIONS
Income taxes (Notes 4 an-1) 6,08 6,53¢ 4,57¢
Allowance for equity funds used during construct 14,99¢ 18,63¢ 21,19
Other income (Note-3) 10,80¢ 6,231 16,721
Other expense (Note-3) (18,007 (30,569 (21,630)
Total 13,89 83€ 20,87(
INTEREST DEDUCTIONS
Interest on lon-term debt 199,90° 170,07: 161,03(
Interest on shc-term borrowings 6,31¢ 13,43: 9,56¢
Debt discount, premium and expel 4,67¢ 4,702 4,63¢
Allowance for borrowed funds used during constart (10,386 (14,319 (12,309
Total 200,51: 173,89. 162,92!
NET INCOME $ 251,22 $ 262,34 $ 283,94

See Notes to Pinnacle West's Consolidated FinaSt&kments and Supplemental Notes to Arizona @&lglivice Company’s
Financial Statements.
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ARIZONA PUBLIC SERVICE COMPANY
BALANCE SHEETS
(dollars in thousands)

December 31,

2009 2008
ASSETS
UTILITY PLANT (Notes 1, 6, 9 and 1(
Electric plant in service and held for future | $12,781,25 $12,198,01
Less accumulated depreciation and amortize 4,326,90! 4,129,95!
Net 8,454,34: 8,068,05:
Construction work in progre: 460,74¢ 571,97
Intangible assets, net of accumulated amortizaifd293,450 and $280,6: 164,18: 131,24:
Nuclear fuel, net of accumulated amortization 04,584 and $55,34 118,24: 89,32
Total utility plant 9,197,52. 8,860,59!
INVESTMENTS AND OTHER ASSET!
Nuclear decommissioning trust (Note : 414,57t 343,05:
Assets from risk management activities (Note 28,85¢ 33,67¢
Other asset 68,83¢ 60,60/
Total investments and other ass 512,27( 437,33:
CURRENT ASSET¢
Cash and cash equivalel 120,79t 71,544
Customer and other receivab 280,22¢ 262,17°
Accrued utility revenue 110,97: 100,08
Allowance for doubtful accoun (6,06%) (3,159
Materials and supplies (at average ¢ 176,02( 173,25
Fossil fuel (at average co: 39,24: 29,75:
Assets from risk management activities (Note 50,61¢ 32,181
Deferred income taxes (Notes 4 ar-1) 53,99( 79,694
Other 25,72¢ 19,86¢
Total current asse 851,53 765,40(
DEFERRED DEBITS
Deferred fuel and purchased power regulatory dbketes 1 and 3 — 7,98¢
Other regulatory assets (Notes 1, 3, 4 a-1) 781,71 787,50¢
Income tax receivabl 65,49¢ —
Unamortized debt issue co: 20,95¢ 22,02¢
Other 73,90¢ 82,73¢
Total deferred debit 942,08( 900,25
TOTAL ASSETS $11,503,40 $10,963,57

See Notes to Pinnacle West's Consolidated Finat&tements and Supplemental Notes to Arizona ®Slglivice Company’s
Financial Statements.
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ARIZONA PUBLIC SERVICE COMPANY
BALANCE SHEETS
(dollars in thousands)

December 31,

2009 2008
LIABILITIES AND EQUITY
CAPITALIZATION
Common stocl $ 178,16: $ 178,16:
Additional paic-in capital 2,126,86: 2,117,78!
Retained earning 1,250,12 1,168,90:
Accumulated other comprehensive income (Ic
Pension and other postretirement benefits (No (29,119 (26,960)
Derivative instrument (80,68:) (98,747)
Common stock equit 3,445,35! 3,339,15I
Long-term debt less current maturities (Note 3,180,40! 2,850,24.
Total capitalizatior 6,625,76. 6,189,39:
CURRENT LIABILITIES
Shor-term borrowings — 521,68
Current maturities of lor-term debt (Note € 197,17¢ 874
Accounts payabl 213,83: 233,52¢
Accrued taxe! 158,05: 219,12¢
Accrued interes 54,09¢ 39,86(
Customer deposit 70,78( 77,452
Liabilities from risk management activities (Not®). 55,90¢ 69,58¢
Other 124,99! 105,65!
Total current liabilities 874,84. 1,267,76!
DEFERRED CREDITS AND OTHEI
Deferred income taxes (Notes 4 ar-1) 1,582,94! 1,401,41:
Deferred fuel and purchased power regulatory lighjNotes 1 and 3 87,29 —
Other regulatory liabilities (Notes 1, 3, 4, ar-1) 679,07: 587,58t
Liability for asset retirements (Note 1 301,78: 275,97(
Liabilities for pension and other postretirememédfis (Note 8 766,37¢ 635,32’
Customer advances for construct 136,59! 132,02:
Liabilities from risk management activities (Not®): 62,44: 126,53.
Coal mine reclamatio 92,06( 91,201
Unrecognized tax benefi 140,63t 67,84¢
Other 153,59: 188,52(
Total deferred credits and ott 4,002,79 3,506,41
COMMITMENTS AND CONTINGENCIES (SEE NOTES
TOTAL LIABILITIES AND EQUITY $11,503,40 $10,963,57

See Notes to Pinnacle West's Consolidated Finat&tements and Supplemental Notes to Arizona ©8lglivice Company’s
Financial Statements.

155




WPD-6

Table of Contents Screening Data Part 2 of 2
Page 1603 of 7002

ARIZONA PUBLIC SERVICE COMPANY
STATEMENTS OF CASH FLOWS
(dollars in thousands)

Year Ended December 31,

2009 2008 2007
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 251,22 $ 262,34 $ 283,94
Adjustments to reconcile net income to net caskigeal by operating
activities:
Depreciation and amortization including nuclear 1 438,28« 416,70¢ 395,89(
Deferred fuel and purchased pov (51,747 (80,187 (196,136
Deferred fuel and purchased power amortiza 147,01¢ 183,12t 231,10¢
Deferred fuel and purchased power regulatory digahce — — 14,37(
Allowance for equity funds used during construct (14,999 (18,63¢) (21,19Y
Deferred income taxe 192,91 145,15 (44,479
Change in mar-to-market valuation (6,939 7,792 (6,75%)
Changes in current assets and liabilit
Customer and other receivab 2,60: 40,78: 19,82
Accrued utility revenue (20,887 6,78¢ 4,057
Materials, supplies and fossil fu (12,267 (25,457 (29,77¢)
Other current asse (9,427 12¢ (8,05€)
Accounts payabl (22,129 (5,919 (2,799
Accrued taxe! (61,07¢) (22,377 13,80z
Other current liabilitie: 26,907 20,521 20,231
Change in margin and collateral acco.— asset: (13,20¢) 17,85( 11,252
Change in margin and collateral accol.— liabilities 35,65¢ (132,416 27,624
Change in regulatory liabilitie 110,64: (12,129 7,541
Change in lon-term income tax receivab (132,379 —
Change in unrecognized tax bene 137,47¢ (92,069 27,77:
Change in other lor-term asset (53,739 14,34( (23,577
Change in other lor-term liabilities 4,77( 48,89 41,17
Net cash flow provided by operating activit 958,71¢ 785,26( 765,81!
CASH FLOWS FROM INVESTING ACTIVITIES
Capital expenditure (754,30) (910,189 (924,16¢)
Contributions in aid of constructic 53,52¢ 60,29: 41,80¢
Capitalized interes (10,38¢) (14,319 (12,309
Proceeds from sale of investment secur — — 69,22¢
Purchases of investment securi — — (36,525
Proceeds from nuclear decommissioning trust ¢ 441,24 317,61¢ 259,02¢
Investment in huclear decommissioning ti (463,03) (338,36) (279,769
Other (4,667) 5,51 1,211
Net cash flow used for investing activiti (737,620 (879,439 (881,496
CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of lor-term debr 863,78 — —
Shor-term borrowings— net (521,689 303,68: 218,00t
Equity infusion — 7,601 39,54¢
Dividends paid on common sto (170,000 (170,000 (170,000
Repayment and reacquisition of l-term debt (343,94) (27,717 (1,586
Net cash flow provided by (used for) financing weitigés (171,845 113,56¢ 85,96:
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT 49,25¢ 19,39: (29,719
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAF 71,544 52,15 81,87(
CASH AND CASH EQUIVALENTS AT END OF YEAF $ 120,79¢ $ 71,54« $ 52,15
Supplemental disclosure of cash flow informati
Cash paid during the year fc
Income taxes, net of refun $  13,65¢ $  56,72¢ $ 186,18
Interest, net of amounts capitaliz $ 181,59 $ 167,59: $ 165,27

See Notes to Pinnacle West's Consolidated Finast&tements and Supplemental Notes to Arizona ©Slglivice Company’s
Financial Statements.
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ARIZONA PUBLIC SERVICE COMPANY
STATEMENTS OF CHANGES IN COMMON STOCK EQUITY
(dollars in thousands)

Year Ended December 31,

2009 2008 2007

COMMON STOCK $ 178,16: $ 178,16: $ 178,16:
ADDITIONAL PAID -IN CAPITAL

Balance at beginning of ye 2,117,78! 2,105,46! 2,065,911
Equity Infusion — 7,601 39,54¢
Other 9,07 4,722 —
Balance at end of ye 2,126,86. 2,117,78 2,105,461
RETAINED EARNINGS

Balance at beginning of ye 1,168,90:. 1,076,55 960,40!
Net income 251,22! 262,34 283,94(
Common stock dividenc (170,000 (170,000 (170,000
Cumulative effect of change in accounting for ineotaxes (Note -1) — — 2,212
Balance at end of ye 1,250,12 1,168,90. 1,076,55

ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS
Balance at beginning of ye (125,707 (8,744 2,98¢
Pension and other postretirement benefits (Not

Unrealized actuarial loss, net of tax benefit &f,$88), $(5,075) and

$(15,126) (4,579 (7,597) (23,304
Prior service cost, net of tax benefit of $(4 — — (713
Amortization to income

Actuarial loss, net of tax benefit of $1,387, $B3thd $1,23¢ 2,12¢ 2,13( 1,90¢

Prior service cost, net of tax benefit of $190, $48d $21: 291 28¢ 327

Derivative instruments
Net unrealized gain (loss), net of tax expensedhgrof $(61,317),

$(56,149) and $1,3€ (94,009 (85,670) 2,04(
Reclassification of net realized (gains) losseistome, net of tax

(expense) benefit of $73,261, $(16,890) and $5 112,06¢ (26,110 8,01(
Balance at end of ye (109,799 (125,707 (8,749
TOTAL COMMON STOCK EQUITY $ 3,445,35! $ 3,339,15 $ 3,351,44.
COMPREHENSIVE INCOME
Net income $ 251,22 $ 262,34 $ 283,94
Other comprehensive income (lo 15,90¢ (116,959 (11,737
Total comprehensive incon $ 267,13 $ 145,38 $ 272,20t

See Notes to Pinnacle West's Consolidated Finat&tements and Supplemental Notes to Arizona ®Slglivice Company’s
Financial Statements.

157




WPD-6

Table of Contents Screening Data Part 2 of 2
Page 1606 of 7002

Certain notes to Arizona Public Service Companiyiaricial statements are combined with the not&&nnacle West
Capital Corporation’s consolidated financial stageis. Listed below are the consolidated notesrnodrie West Capital
Corporation’s consolidated financial statements,rtajority of which also relate to Arizona Publierdce Companyg financia
statements. In addition, listed below are the saipphtal notes which are required disclosures faofa Public Service
Company and should be read in conjunction with &ie\West Capital Corporation’s Consolidated Notes.

APS’
Consolidatec  Supplement:
Footnote Footnote
Reference Reference
Summary of Significant Accounting Polici Note 1 —
New Accounting Standarc Note 2 —
Regulatory Matter Note 3 —
Income Taxe: Note 4 Note &1
Lines of Credit and Shc-Term Borrowings Note 5 —
Long-Term Debt and Liquidity Mattel Note 6 —
Common Stock and Treasury Stc Note 7 —
Retirement Plans and Other Bene Note 8 —
Lease: Note 9 —
Jointly-Owned Facilities Note 10 —
Commitments and Contingenci Note 11 —
Asset Retirement Obligatior Note 12 —
Selected Quarterly Financial Data (Unaudit Note 13 Note -2
Fair Value Measuremen Note 14 —
Earnings Per Sha Note 15 —
Stocl-Based Compensatic Note 16 —
Business Segmen Note 17 —
Derivative Accounting Note 18 —
Other Income and Other Exper Note 19 Note -3
Variable Interest Entitie Note 20 —
Guarantee Note 21 —
Discontinued Operatior Note 22 —
Real Estate Impairment Char Note 23 —
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ARIZONA PUBLIC SERVICE COMPANY
NOTES TO FINANCIAL STATEMENTS

S-1. Income Taxes

APS is included in Pinnacle West's consolidatedr&urn. However, when Pinnacle West allocatesrimetaxes to APS,
it is done based upon APS’ taxable income comparted stand-alone basis, in accordance with thetiaxng agreement.

Certain assets and liabilities are reported diffdyefor income tax purposes than they are forritial statements purpos
The tax effect of these differences is recordededisrred taxes. We calculate deferred taxes ukmgurrent income tax rates.

APS has recorded a regulatory asset and a requlé&ibility related to income taxes on its Balar8fgeets in accordance
with accounting guidance for regulated operatidiee regulatory asset is for certain temporary diffices, primarily the
allowance for equity funds used during constructibime regulatory liability relates to deferred taxesulting primarily from
pension and other postretirement benefits. APS tiresrthese amounts as the differences reverse.

The following is a tabular reconciliation of thedbamounts of unrecognized tax benefits, excluditgrest and penalties,
at the beginning and end of the period that areidedl in accrued taxes and unrecognized tax bergiithe Balance Sheets
(dollars in thousands):

2009 2008

Total unrecognized tax benefits, Janua $  62,40¢ $ 154,47
Additions for tax positions of the current y¢ 44,09 12,89:
Additions for tax positions of prior yea 98,26¢ 32,481
Reductions for tax positions of prior years 1

Changes in judgmel — (4,547)

Settlements with taxing authoriti (4,089 (35,817

Lapses of applicable statute of limitatic (79€) (97,079
Total unrecognized tax benefits, Decembe $ 199,88 $  62,40¢

Included in both balances of unrecognized tax htenaf December 31, 2009 and 2008 were approxim&ts million of
tax positions that, if recognized, would decreaseaffective tax rate.

As of the balance sheet date, the tax year endedrbtger 31, 2005 and all subsequent tax years resubject to
examination by the IRS. With few exceptions, werazdonger subject to state income tax examinatiynx authorities for
years before 199!

Within the next 12 months, it is reasonably possthht the Company will reach a settlement withlR@ with regard to
the examination of tax returns for years ended Bbez 31, 2005 through 2007. As a result of thesieipated settlements, al
the expiration of certain statutes of limitatiottee Company believes that it is reasonably postfitsieunrecognized tax bene
could be reduced by an amount up to $70 million.

We reflect interest and penalties, if any, on uogaized tax benefits in the statement of incom@aesme tax expense.

The amount of interest recognized in the Stateroklricome related to unrecognized tax benefits avpge-tax expense of
$2 million for 2009 and a pre-tax benefit of $51limn for 2008.
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ARIZONA PUBLIC SERVICE COMPANY
NOTES TO FINANCIAL STATEMENTS

The total amount of accrued liabilities for intdrescognized in the Balance Sheets related to ogrézed tax benefits w.
$8 million as of December 31, 2009 and $5 millism&December 31, 2008. To the extent that matiersettled favorably,
this amount could reverse and decrease our eféetdivrate. Additionally, as of December 31, 2008 have recognized
$1 million of interest expense to be paid on thdarpayment of income taxes for certain adjustméraswe have filed, or will
file, with the IRS.

The components of APS’ income tax expense arellasvio(dollars in thousands):

Year Ended December 3

2009 2008 2007
Current:
Federal $ 8,667 $ (54,719 $ 168,60°
State (31,679 16,82: 27,02¢
Total curreni (40,340 (37,896 195,63!
Deferred 192,91 145,15 (44,479
Total income tax expent $ 152,57 $ 107,26: $ 151,15

On the APS Statements of Income, federal and statene taxes are allocated between operating in@ndether
income.
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ARIZONA PUBLIC SERVICE COMPANY
NOTES TO FINANCIAL STATEMENTS

The following chart compares APS’ pretax incoméat35% federal income tax rate to income tax egpédollars in

thousands):

Federal income tax expense at 35% statutory
Increases (reductions) in tax expense resulting f

Year Ended December 2
2009 2008 2007

$ 141,33 $ 129,36: $ 152,28

State income tax net of federal income tax bel 16,69: 14,95¢ 17,54(
Credits and favorable adjustments related to yearrs resolved in

current yea — (28,879) (11,437
Medicare Subsidy P«D (2,025 (1,927 (3,200
Allowance for equity funds used during constructisee Note 1 (4,26%) (5,75%) (6,900
Other 842 (50¢) 2,76t

Income tax expens

$ 152,57 $ 107,26: $ 151,15

The following table shows the net deferred incomeliability recognized on the APS Balance Shegtdlgrs in

thousands):

Current asse
Long-term liability
Accumulated deferred income ta)— net

December 31
2009 2008
$ 53,99( $ 79,69
(1,582,94) (1,401,41)
$(1,528,95) $(1,321,71)
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ARIZONA PUBLIC SERVICE COMPANY
NOTES TO FINANCIAL STATEMENTS

The components of the net deferred income taxliiglvere as follows (dollars in thousands):

December 31

2009 2008
DEFERRED TAX ASSET¢
Regulatory liabilities
Asset retirement obligatic $ 213,81 $ 194,32
Deferred fuel and purchased pov 34,46 —
Other 21,61 13,98¢
Risk management activitit 87,40« 132,38
Pension and other postretirement liabilil 288,76¢ 265,15¢
Deferred gain on Palo Verde Unit 2 «leasebacl 11,83¢ 12,66¢
Other 92,58( 119,44°
Total deferred tax asse 750,47¢ 737,96:
DEFERRED TAX LIABILITIES
Plan-related (1,951,26) (1,709,87)
Risk management activitit (20,867) (20,737
Regulatory asset
Allowance for equity funds used during construct (23,285 (20,179
Deferred fuel and purchased pov— mark-to-market (16,167 (46,597
Pension and other postretirement ben: (210,08() (186,916
Other (57,210 (58,519
Other (567) (16,875
Total deferred tax liabilitie (2,279,43) (2,059,68)
Accumulated deferred income ta>— net $(1,528,95) $(1,321,71)
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ARIZONA PUBLIC SERVICE COMPANY
NOTES TO FINANCIAL STATEMENTS

S-2. Selected Quarterly Financial Data (Unaudited)

Quarterly financial information for 2009 and 2088k follows (dollars in thousands):

2009 Quarter Endei 2009

March 31, June 30 September 3 December 3: Total
Operating revenue $ 60266( $ 812558 $ 1,08382 $ 65042¢ $ 3,149,500
Operations and maintenar 201,10( 221,12¢ 203,44¢ 226,88¢ 852,56:
Operating incom: 29,12¢ 122,38! 245,10« 41,22¢ 437,84:
Net income (15,479 78,544 197,06! (8,905 251,22!

2008 Quarter Endei 2008

March 31, June 30 September 3 December 3: Total
Operating revenue $ 625,57t $ 831,08 $ 1,042,08 $ 634,75 $ 3,133,49
Operations and maintenar 188,13! 187,81¢ 206,52¢ 204,79( 787,27(
Operating incom: 33,62¢ 163,86( 202,65! 35,25 435,40(
Net income (6,369) 125,38: 159,75: (16,42¢ 262,34

S-3. Other Income and Other Expense

The following table provides detail of APS’ othecome and other expense for 2009, 2008 and 200&r&

thousands):
2009 2008 2007
Other income
Interest incom $ 50z $ 3,86° $ 10,961
SO2 emission allowance sales and othe 1,43¢ 39z 1,001
Investment gain— net 6,67: — 2,42¢
Miscellaneous 2,194 1,97¢ 2,33¢
Total other incom $ 10,80¢ $ 6,231 $ 16,721
Other expense
Non-operating costs (¢ $ (7,36 $ (10,53 $ (12,71)
Asset disposition (65€) (5,779 (2,987
Investment losse— net — (9,439 —
Miscellaneous (9,977 (4,819 (6,937)
Total other expens $ (18,00) $ (30,569 $ (21,630

(@) As defined by the FERC, includes below-tme-lnon-operating utility income and expense (itexuded from utility
rate recovery)
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PINNACLE WEST CAPITAL CORPORATION HOLDING COMPANY
SCHEDULE | — CONDENSED FINANCIAL INFORMATION OF REG ISTRANT
CONDENSED STATEMENTS OF INCOME

(in thousands)

Year Ended December 31

2009 2008 2007(a)
Operating revenue $ 1,15¢ $ 52 $ 6,70¢
Operating expenst
Fuel and purchased pow — (29,970 (35,54)
Other operating expens 11,00¢ 9,01¢ 5,65¢
Total 11,004 (10,959 (29,88))
Operating incom: (9,84%) 11,00¢ 36,59(
Other
Equity in earnings of subsidiari (37,219 226,89: 287,07¢
Other income 2,77¢ 1,24¢ 22t
Total (34,439 228,14: 287,30:
Interest expens 14,12¢ 17,55( 17,19(
Income from continuing operatiol (58,41Y 221,59 306,70
Income tax benefit (k (117,799 (12,379 (440
Income from continuing operatio— net of income taxe 59,37% 233,97: 307,14
Income from discontinued operatic— net of income taxe 8,95: 8,154 —
Net income $ 68,33 $ 242,12 $ 307,14

(&) Pinnacle West Marketing & Trading began opens in early 2007. These operations were conduayea division of
Pinnacle West through the end of 2006. By the dr&D08, substantially all the contracts were transfd to APS or
expired.

(b) In 2009, this is primarily the income tax benefitated to SunCr's real estate impairment charg
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PINNACLE WEST CAPITAL CORPORATION HOLDING COMPANY

SCHEDULE | — CONDENSED FINANCIAL INFORMATION OF REG

Assets

Current assel
Cash and cash equivalel
Customer and other receivab
Income tax receivabl
Other current asse

Total current asse

Investments and other ass
Investments in subsidiari
Deferred income taxe
Other asset

Total investments and other ass

Total Assets

Liabilities and Common Stock Equi

Current liabilities
Accounts payabl
Accrued taxe!
Shor-term borrowings
Other current liabilitie:

Total current liabilities

Long-term debt less current maturiti

Deferred credits and oth
Deferred income taxe

CONDENSED BALANCE SHEETS
(in thousands)

Pension and other postretirement liabilit

Other
Total deferred credits and ot

Common stock equit
Common stocl
Accumulated other comprehensive I
Retained earning

Total Pinnacle West Shareholc’ equity
Noncontrolling real estate intere:
Total Equity

Total Liabilities and Common Stock Equ

165

ISTRANT

Balance at December 31

2009 2008
$ 1728¢ $ 6,26
77,57( 65,57¢
64,31 —
49 367
159,22 72,20
3,490,14 3,709,09!
89,84 —
22,52 20,02¢
3,602,51 3,729,12i
$ 3,761,73  $ 3,801,33;
$ 1092¢ $ 6,31
5,157 (96,18¢)
149,08 144,00
9,95( 8,027
175,11 62,14¢
175,00 175,00
— 18,02
29,34 27,30(
36,59 25,48¢
65,93 70,81¢
2,149,48. 2,148,46!
(131,58) (146,699
1,298,21; 1,444,20;
3,316,10! 3,445,97!
29,57 47,38¢
3,345,68! 3,493,36:
$ 3,761,73  $ 3,801,33;
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PINNACLE WEST CAPITAL CORPORATION HOLDING COMPANY
SCHEDULE | — CONDENSED FINANCIAL INFORMATION OF REG ISTRANT
CONDENSED STATEMENTS OF CASH FLOWS

(in thousands)

Year Ended December 31

2009 2008 2007 (a)
Cash flows from operating activitir
Net Income $ 68,33 $ 242,12 $ 307,14
Adjustments to reconcile net income to net caskigeal by operating
activities:
Equity in earnings of subsidiari— net 37,21 (226,89)) (287,079
Depreciation and amortizatic 127 21C 32C
Deferred income taxe (106,53¢) 31,95« (24,197
Change in mal-to-market valuation — (19,97%) 53,22¢
Customer and other receivab (2,309 38,93¢ 112,54:
Accounts payabl 46€ (14,139 (57,979
Accrued taxes and income tax receival— net 44,62 (5,230 25,125
Change in margin and collateral acco.— net — (11,607
Dividends received from subsidiari 170,00( 170,00( 180,00(
Other nel (2,379 (7,919 (104,969
Net cash flow provided by operating activit 209,54 209,08: 192,54:
Cash flows from investing activitie
Investments in subsidiarir (4,967 (18,765 (83,999
Repayments of loans from subsidiat 25,24( 10,19¢ 14,99¢
Advances of loans to subsidiar (21,587 (22,554) (19,796
Net cash flow used for investing activiti (1,319 (31,125 (88,797
Cash flows from financing activitie
Shor-term borrowings and paymer— net 4,56¢ 28,72¢ 87,371
Dividends paid on common sto (205,07¢) (204,24°) (210,47
Repayment of lor-term debi — — (115)
Common stock equity issuan 3,302 3,68 19,59:
Net cash flow used for financing activiti (197,209 (171,83) (103,624
Net increase in cash and cash equival 11,02: 6,12t 12€
Cash and cash equivalents at beginning of 6,262 137 11
Cash and cash equivalents at end of $ 17,28¢ $ 6,262 $ 137

(&) Pinnacle West Marketing & Trading began opena in early 2007. These operations were conduayea division of
Pinnacle West through the end of 2006. By the &ritD08, substantially all the contracts were transfd to APS or

expired.
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Column B Column C Column D Column E
Additions
Balance a Charged tc Chargec Balance
beginning cost anc to other at end of
Description of period expense: accounts Deductions period
Reserve for uncollectible
2009 $ 3,38¢ $ 7,61% — $ 4,847 $ 6,15:
2008 4,78 6,177 — 7,57¢ 3,38
2007 5,597 4,13( 4,94¢ 4,78z
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Column B Column C Column D Column E
Additions
Balance a Charged tc Chargec Balance
beginning cost anc to other at end of
Description of period expense: accounts Deductions period
Reserve for uncollectible
2009 $ 3,15¢ $ 7,062 $ 4,154 $ 6,062
2008 4,26t 5,92¢ — 7,034 3,15¢
2007 4,22 5,05¢ — 5,015 4,26t
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS
ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.
ITEM 9A. CONTROLS AND PROCEDURES
(a) Disclosure Controls and Procedures

The term “disclosure controls and procedures” meansrols and other procedures of a company tleatlesigned to
ensure that information required to be disclosed lbpmpany in the reports that it files or submitger the Securities
Exchange Act of 1934 (the “Exchange Act”) (15 U.S/8aet seq) is recorded, processed, summarized and repavitdn the
time periods specified in the SEC’s rules and foriisclosure controls and procedures include, withinitation, controls and
procedures designed to ensure that informationimedjto be disclosed by a company in the reposdsittiles or submits under
the Exchange Act is accumulated and communicatadctimpanys management, including its principal executive prdcipal
financial officers, or persons performing similan€tions, as appropriate to allow timely decisiegarding required disclosu

Pinnacle West's management, with the participatibRinnacle West’'s Chief Executive Officer and Gligmancial
Officer, have evaluated the effectiveness of Pitendéest’s disclosure controls and procedures @eckmber 31, 2009. Based
on that evaluation, Pinnacle West's Chief Execu@fficer and Chief Financial Officer have concludbkdt, as of that date,
Pinnacle West's disclosure controls and procedwsrs effective.

APS’ management, with the participation of APS’ €titxecutive Officer and Chief Financial Officegve evaluated the
effectiveness of APS’ disclosure controls and pdoces as of December 31, 2009. Based on that gi@luAPS’ Chief
Executive Officer and Chief Financial Officer hasencluded that, as of that date, ARI&closure controls and procedures v
effective.

(b) Management’s Annual Reports on Internal Corfreér Financial Reporting

Reference is made to “Management’s Report on Iate€ontrol Over Financial Reporting (Pinnacle Weapital
Corporation)” on page 81 of this report and “Maragat’s Report on Internal Control Over FinanciapBeing (Arizona
Public Service Company)” on page 150 of this report

(c) Attestation Reports of the Registered Publicdumnting Firm

Reference is made to “Report of Independent Reagidteublic Accounting Firm” on page 82 of this remnd “Report of
Independent Registered Public Accounting Firm” agg 151 of this report on the internal control dirancial reporting of
Pinnacle West and APS, respectively.

(d) Changes In Internal Control Over Financial Répg
The term “internal control over financial reportingefined in SEC Rule 13a5(f)) refers to the process of a company

is designed to provide reasonable assurance regattt reliability of financial reporting and theeparation of financial
statements for external purposes in accordanceGAAP.
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No change in Pinnacle West's or APS’ internal colnbver financial reporting occurred during thecfisquarter ended
December 31, 2009 that materially affected, oe@sonably likely to materially affect, Pinnacle \tesr APS’ internal control
over financial reporting.

ITEM 9B. OTHER INFORMATION
None.
PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS
AND CORPORATE GOVERNANCE OF PINNACLE WEST

Reference is hereby made to “Information About Baard and Corporate Governance,” “Proposal 1 —tileof
Directors” and to “Section 16(a) Beneficial OwnépsReporting Compliance” in the Pinnacle West Pr&tgtement relating to
the Annual Meeting of Shareholders to be held oy W& 2010 (the “2010 Proxy Statement”) and to“theecutive Officers of
Pinnacle West” section in Part | of this report.

Pinnacle West has adopted a Code of Ethics fominhExecutives that applies to financial exesgiincluding Pinnacle
West’'s Chief Executive Officer, Chief Financial @#r, Chief Accounting Officer, Controller, Treasurand persons holding
substantially equivalent positions at Pinnacle Vgesibsidiaries. The Code of Ethics for Financisb&utives is posted on
Pinnacle West's website atvw.pinnaclewest.comPinnacle West intends to satisfy the requirementier Item 5.05 of Form
8-K regarding disclosure of amendments to, or waifi®m, provisions of the Code of Ethics for Fioah Executives by
posting such information on Pinnacle West's website

ITEM 11. EXECUTIVE COMPENSATION

Reference is hereby made to “Director Compensdti®eport of the Human Resources Committee,” “Exaci
Compensation,” “Overall Compensation Program” aH& “Committee Interlocks and Insider Participatiamthe 2010 Proxy
Statement.

ITEM 12. SECURITY OWNERSHIP OF
CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

Reference is hereby made to “Shares of Pinnacld Btesk Owned by Management and Large Shareholdetse 2010
Proxy Statement.
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Securities Authorized for Issuance Under Equity Corpensation Plans

The following table sets forth information as ofd@enber 31, 2009 with respect to our compensatianspdnd individual
compensation arrangements under which our equityrgies are authorized for issuance.

EQUITY COMPENSATION PLAN INFORMATION

Number of securitie
remaining availabl
for future issuanc

Number of securitie Weightec-averag under equity

to be issued upc  exercise price ¢ compensation plar
exercise o outstandin¢  (excluding securitie
outstanding option: options, warrant reflected in columi

warrants and right and rights (@)

Plan Categor (@)l (b) 2 (c)3
Equity compensation plans approved by security drs 1,613,22" $ 41.2( 6,436,05!
Equity compensation plans not approved by sechotgers — — —
Total 1,613,22' $ 41.2( 6,436,05!

1 This amount includes shares subject to outstgnoiiitions as well as shares subject to outstargbrigrmance share
awards and restricted stock unit awards at the mmaxi amount of shares issuable under such awardgeVéw, payout of
the performance share awards is contingent on ¢timep@ny reaching certain levels of performance duaithree-year
performance period. If the performance criteriatf@se awards are not fully satisfied, the awacgrent will receive less
than the maximum number of shares available urdset grants and may receive nothing from thesdsy

2 The weighted average exercise price in this caldmes not take performance share awards or teststock unit awards
into account, as those awards have no exercise.

3 Awards can take the form of options, stock aptem rights, restricted stock, performance shgpesformance share
units, performance cash, stock grants, dividendvetgnts, and restricted stock uni

Equity Compensation Plans Approved By Security Holdrs

Amounts in column () in the table above includarsh subject to awards outstanding under thred¢yecpinpensation
plans that were approved by our shareholdershélPinnacle West Capital Corporation 1994 Long-Throentive Plan, under
which no new stock awards may be granted; (b) thedele West Capital Corporation 2002 Long-Ternehtose Plan (the
“2002 Plan”), under which no new stock awards maygianted; and (c) the Pinnacle West Capital Catjr 2007 Long-
Term Incentive Plan (the “2007 Plan”), which wapved by our shareholders at our 2007 annual nggefishareholders.
Although we cannot issue additional awards unde20002 Plan, shares subject to outstanding awadisr the 2002 Plan that
expire or are cancelled or terminated will be alz@ for issuance under the 2007 Plan. See Noté th& Notes to
Consolidated Financial Statements for additionfrimation regarding these plans.
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Equity Compensation Plans Not Approved By SecurityHolders

The Company does not have any equity compensaléms pinder which shares can still be issued that hat been
approved by shareholders.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND
DIRECTOR INDEPENDENCE

Reference is hereby made to “Information About Board and Corporate Governance” and “Related Pagewgsactions”
in the 2010 Proxy Statement.

ITEM 14. PRINCIPAL ACCOUNTANT
FEES AND SERVICES

Pinnacle West

Reference is hereby made to “Proposal 3 — Ratifinatf the Selection of Deloitte & Touche LLP aslépendent
Accountants of the Company — Audit Fees and — Pppréval Policies” in the 2010 Proxy Statement.

APS

The following fees were paid to APS’ independegistered public accountants, Deloitte & Touche Lfd?,the last two
fiscal years:
Type of Service 2008 2009
Audit Fees (1, $ 1,935,05 $ 1,698,32!
Audit-Related Fees (¢ 233,02! 380,69!
Tax Fees (3 8,40( —

(1) The aggregate fees billed for services rezdiéor the audit of annual financial statementsfandeview of financial
statements included in Reports on Forr-Q.

(2) The aggregate fees billed for assurance a=s\that are reasonably related to the performefites audit or review of the
financial statements that are not included in A&aies reported above, which primarily consist esffor an International
Financial Reporting Standards Assessment for werfopmed in 2009 and employee benefit plan auditsviork
performed in 2008 and 20C

(3) The aggregate fees hilled primarily for tax compdia and tax plannin;

Pinnacle West's Audit Committee pre-approves eautitgervice and non-audit service to be providg@BS’ registered
public accounting firm. The Audit Committee hasatglted to the Chairman of the Audit Committee ththarity to pre-
approve audit and non-audit services to be perfdrpyethe independent public accountants if theisesvare not expected to
cost more than $50,000. The Chairman must repgrpegtapproval decisions to the Audit Committeésahext scheduled
meeting. All of the services performed by Delo&td ouche LLP for APS were pre-approved by the A@iimmittee.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
Financial Statements and Financial Statement Schetks
See the Index to Financial Statements and FinaBtéément Schedule in Part II, Item 8.
Exhibits Filed
The documents listed below are being filed or hareviously been filed on behalf of Pinnacle WesABS and are

incorporated herein by reference from the documiadiisated and made a part hereof. Exhibits nattifled as previously file
are filed herewith.

Exhibit Date
No. Registrant(s) Description Previously Filed as Exhibit2 Filed
3.1 Pinnacle West Articles of Incorporation, restated as 3.1 to Pinnacle West/APS June 30, 8-7-08
of May 21, 2008 2008 Form 10-Q Report, File Nos. 1-
8962 and -4473
3.2 Pinnacle West Pinnacle West Capital Corporation 3.2 to Pinnacle West/APS 2-20-09
Bylaws, amended as of January 21, December 31, 2008 Form 10-K
2009 Report, File Nos.-8962 and -4473
3.3 APS Articles of Incorporation, restated as 4.2 to APS’ Form 18 Registration 9-29-93
of May 25, 1988 Nos. 3:-33910 and 33-55248 by

means of September 24, 1993 Form 8-
K Report, File No. -4473

3.4 APS Arizona Public Service Company 3.4 to Pinnacle West/APS 2-20-09
Bylaws, amended as of December 16 December 31, 2008 Form 10-K, File
2008 No. 1-4473

4.1 Pinnacle West Specimen Certificate of Pinnacle W 4.12 to Pinnacle West April 29, 2005 5-2-05
Capital Corporation Common Stock, Form 8-K Report, File No. 1-8962
no par value
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Exhibit Date
No. Registrant(s) Description Previously Filed as Exhibit2 Filed
4.2 Pinnacle West Indenture dated as of January 1, 199%4.6 to APS’ Registration Statement 1-11-95
APS among APS and The Bank of New  Nos. 3:-61228 and 33-55473 by
York Mellon, as Trustee means of January 1, 1995 Form 8-K
Report, File No. -4473
4.2a Pinnacle West First Supplemental Indenture dated ast.4 to APS’ Registration Statement 1-11-95
APS of January 1, 1995 Nos. 3:-61228 and 33-55473 by
means of January 1, 1995 Form 8-K
Report, File No. -4473
4.3 Pinnacle West Indenture dated as of November 15, 4.5 to APS’ Registration Statements 11-22-96
APS 1996 between APS and The Bank of Nos. 3:-61228, 33-55473, 33-64455
New York, as Truste and 333- 15379 by means of
November 19, 1996 Forn-K Report,
File No. 14473
4.3a Pinnacle West First Supplemental Indenture dated ast.6 to APS’ Registration Statements 11-22-96
APS of November 15, 1996 Nos. 3-61228, 33-55473, 33-64455
and 333-15379 by means of
November 19, 1996 Forn-K Report,
File No. 14473
4.3b Pinnacle West Second Supplemental Indenture dated!.10 to APS’ Registration Statement 4-9-97
APS as of April 1, 1997 Nos. 3:-55473, 33-64455 and 333-
15379 by means of April 7, 1997
Form &K Report, File No. -4473
4.3c Pinnacle West Third Supplemental Indenture datec 10.2 to Pinnacle West's March 31,  5-15-03
APS of November 1, 2002 2003 Form 10-Q Report, File No. 1-
8962
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Exhibit Date
No. Registrant(s) Description Previously Filed as Exhibit2 Filed
4.4 Pinnacle West Indenture dated as of December 1, 4.1 to Pinnacle West's Registration 12-21-00
2000 between the Company and The Statement No. 333-52476
Bank of New York, as Trustee,
relating to Senior Unsecured Debt
Securities
4.5 Pinnacle West Indenture dated as of December 1, 4.2 to Pinnacle West's Registration 12-21-00
2000 between the Company and The Statement No. 333-52476
Bank of New York, as Trustee,
relating to Subordinated Unsecured
Debt Securitie!
4.6 Pinnacle West Indenture dated as of January 15,1 4.10 to APS’ Registration Statement 1-16-98
APS between APS and The Bank of New Nos. 33:-15379 and 333-27551 by
York Mellon Trust Company N.A. means of January 13, 1998 Form 8-K
(successor to JPMorgan Chase Bank,Report, File No. 1-4473
N.A., formerly known as The Cha
Manhattan Bank), as Trust
4.6a Pinnacle West Fifth Supplemental Indenture dated ast.1 to APS'September 30, 2001 For 11-6-01
APS of October 1, 200 10-Q, File No. -4473
4.6b Pinnacle West Sixth Supplemental Indenture datec 4.1 to APS’ Registration Statement 2-28-02
APS of March 1, 2002 Nos. 33:-63994 and 333-83398 by
means of February 26, 2002 Fornk8-
Report, File No. -4473
4.6¢ Pinnacle West Seventh Supplemental Indenture d¢ 4.1 to APS’ Registration Statement  5-9-03
APS as of May 1, 2003 No. 33:-90824 by means of May 7,
2003 Form 8-K Report, File No. 1-
4473
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Exhibit Date
No. Registrant(s) Description Previously Filed as Exhibit2 Filed
4.6d Pinnacle West Eighth Supplemental Indenture dated 4.1 to APS’ Registration Statement 6-28-04
APS as of June 15, 2004 No. 33:-106772 by means of June 24,
2004 Form 8-K Report, File No. 1-
4473
4.6e Pinnacle West Ninth Supplemental Indenture dat 4.1 to APS’ Registration Statements 8-22-05
APS as of August 15, 2005 Nos. 33-106772 and 333-121512 by
means of August 17, 2005 Form 8-K
Report, File No. -4473
4.6f APS Tenth Supplemental Indenture dated 4.1 to APS’ July 31, 2006 Form 8-K 8-3-06
as of August 1, 200 Report, File No. -4473
4.69 Pinnacle West Eleventh Supplemental Indenture 4.1 to APS’ February 23, 2009 2-25-09
APS dated as of February 26, 2009 Form 8-K Report, File Nos. 1-8962
and -4473
4.7 Pinnacle West Amended and Restated Rights 4.1 to Pinnacle West's March 22, 4-19-99

Agreement, dated as of March 26,
1999, between Pinnacle West Capital
Corporation and BankBoston, N.A.,
Rights Agent, including (i) as

Exhibit A thereto the form of
Amended Certificate of Designation
of Series A Participating Preferred
Stock of Pinnacle West Capital
Corporation, (ii) as Exhibit B thereto
the form of Rights Certificate and

(i) as Exhibit C thereto the Summary
of Right to Purchase Preferred She
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Exhibit Date
No. Registrant(s) Description Previously Filed as Exhibit2 Filed
4.7a Pinnacle West Amendment to Rights Agreement, 4.1 to Pinnacle West's March 31, 5-15-02
effective as of January 1, 2002 2002 Form 10-Q Report, File No. 1-
8962
4.8 Pinnacle West Second Amended and Restated 4.4 to Pinnacle West's June 23, 2004 8-9-04
Investor's Advantage Plan dated as ofForm 8-K Report, File No. 1-8962
June 23, 200
4.8a Pinnacle West Third Amended and Restated 4.1 to Pinnacle West's Form 18 11-25-08
Investors Advantage Plan dated as of Registration Statement No. 333-
November 25, 200 155641
49 Pinnacle West Agreement, dated March 29, 1988, 4.1 to Pinnacle West's 1987 Form 10-3-30-88
relating to the filing of instruments K Report, File No. 1-8962
defining the rights of holders of long-
term debt not in excess of 10% of the
Compan’s total asset
4.9a Pinnacle West Agreement, dated March 21, 1994, 4.1to APS’ 1993 Form 10-K Report, 3-30-94

APS

10.1.1 Pinnacle West
APS

relating to the filing of instruments File No. 1-4473
defining the rights of holders of APS

longterm debt not in excess of 10%

AP’ total asset

Two separate Decommissioning Trust10.2 to APS’ September 30, 1991 11-14-91
Agreements (relating to PYNGS Un Form 10-Q Report, File No. 1-4473

1 and 3, respectively), each dated

July 1, 1991, between APS and

Mellon Bank, N.A., as

Decommissioning Truste
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Exhibit Date
No. Registrant(s) Description Previously Filed as Exhibit2 Filed
10.1.1a Pinnacle West Amendment No. 1 to 10.1 to APS’ 1994 Form 10- K 3-30-95
APS Decommissioning Trust Agreement Report, File No. 1-4473
(PVNGS Unit 1), dated as of
December 1, 199
10.1.1b Pinnacle West Amendment No. 1 to 10.2 to APS’ 1994 Form 1B-Report, 3-30-95
APS Decommissioning Trust Agreement File No. 1-4473
(PVNGS Unit 3), dated as of
December 1, 199
10.1.1c Pinnacle West Amendment No. 2 to APS 10.4 to APS’ 1996 Form 1B-Report, 3-28-97
APS Decommissioning Trust Agreement File No. 1-4473
(PVNGS Unit 1) dated as of July 1,
1991
10.1.1d Pinnacle West Amendment No. 2 to APS 10.6 to APS’ 1996 Form 1B-Report, 3-28-97
APS Decommissioning Trust Agreement File No. 1-4473
(PVNGS Unit 3) dated as of July 1,
1991
10.1.1e Pinnacle West Amendment No. 3 to the 10.2 to Pinnacle West's March 31,  5-15-02
APS Decommissioning Trust Agreement 2002 Form 10-Q Report, File No. 1-
(PVNGS Unit 1), dated as of March 8962
18, 200z
10.1.1f Pinnacle West Amendment No. 3 to the 10.4 to Pinnacle West’'s March 2002 5-15-02
APS Decommissioning Trust Agreement Form 10-Q Report, File No. 1-8962
(PVNGS Unit 3), dated as of March
18, 200z
10.1.1g Pinnacle West Amendment No. 4 to the 10.3 to Pinnacle West's 2003 3-15-04

APS

Decommissioning Trust Agreement
(PVNGS Unit 1), dated as of
December 19, 20C
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Exhibit Date
No. Registrant(s) Description Previously Filed as Exhibit2 Filed
10.1.1h Pinnacle West Amendment No. 4 to the 10.5 to Pinnacle West's 2003 3-15-04
APS Decommissioning Trust Agreement Form 10-K Report, File No. 1-8962
(PVNGS Unit 3), dated as of
December 19, 200
10.1.1i Pinnacle West Amendment No. 5 to the 10.1 to Pinnacle West/APS March 31,5-9-07
APS Decommissioning Trust Agreement 2007 Form 10-Q Report, File Nos. 1-
(PVNGS Unit 1), dated as of May 1, 8962 and 1-4473
2007
10.1.1j Pinnacle West Amendment No. 5 to the 10.2 to Pinnacle West/APS March 31,5-9-07
APS Decommissioning Trust Agreement 2007 Form 10-Q Report, File Nos. 1-
(PVNGS Unit 3), dated as of May 1, 8962 and 104473
2007
10.1.2 Pinnacle West Amended and Restated 10.1 to Pinnacle West's 1991 3-26-92

APS

Decommissioning Trust Agreement
(PVNGS Unit 2) dated as of January
31, 1992, among APS, Mellon Bank,
N.A., as Decommissioning Truste
and State Street Bank and Trust
Company, as successor to The First
National Bank of Boston, as Owr
Trustee under two separate Trust
Agreements, each with a separate
Equity Participant, and as Lessor
under two separate Facility Leases,
each relating to an undivided interest
in PYNGS Unit 2

179

Form 10-K Report, File No. 1-8962
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10.1.2a Pinnacle West First Amendment to Amended and  10.2 to APS’ 1992 Form 1B-Report, 3-30-93
APS Restated Decommissioning Trust File No. 1-4473
Agreement (PVNGS Unit 2), dated as
of November 1, 199
10.1.2b Pinnacle West Amendment No. 2 to Amended and 10.3 to APS’ 1994 Form 1K-Report, 3-30-95
APS Restated Decommissioning Trust File No. 1-4473
Agreement (PVNGS Unit 2), dated as
of November 1, 199
10.1.2c Pinnacle West Amendment No. 3 to Amended and 10.1 to APS’ June 30, 1996 Form 10- 8-9-96
APS Restated Decommissioning Trust Q Report, File No. 1-4473
Agreement (PVNGS Unit 2), dated as
of June 20, 199
10.1.2d Pinnacle West Amendment No. 4 to Amended and APS 10.5 to APS’ 1996 Form 10-K  3-28-97
APS Restated Decommissioning Trust Report, File No. 1-4473
Agreement (PVNGS Unit 2) dated as
of December 16, 19¢
10.1.2e Pinnacle West Amendment No. 5 to the Amended 10.1 to Pinnacle West's March 31, 5-15-02
APS and Restated Decommissioning Trust2002 Form 10-Q Report, File No. 1-
Agreement (PVNGS Unit 2), dated as8962
of June 30, 200
10.1.2f Pinnacle West Amendment No. 6 to the Amended 10.3 to Pinnacle West's March 31, 5-15-02

APS

and Restated Decommissioning Trust2002 Form 10-Q Report, File No. 1-
Agreement (PVNGS Unit 2), dated as8962
of March 18, 200:
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Filed

10.1.2¢g

10.1.2h

10.2.10

10.2.1eb

10.2.1bP

Pinnacle West
APS

Pinnacle West
APS

Pinnacle West
APS

Pinnacle West
APS

Pinnacle West
APS

Amendment No. 7 to the Amended

10.4 to Pinnacle West's 2003

and Restated Decommissioning TrustForm 10-K Report, File No. 1-8962

Agreement (PVNGS Unit 2), dated as

of December 19, 20C

Amendment No. 8 to the Amended

10.1.2h to Pinnacle West2007 Forn

and Restated Decommissioning Trust10-K Report, File No. 1-8962

Agreement (PVNGS Unit 2), dated as

of April 1, 2007

Arizona Public Service Company
Deferred Compensation Plan, as
restated, effective January 1, 1984,

10.4 to APS’ 1988 Form 1RB-Report,
File No. 1-4473

and the second and third amendments

thereto, dated December 22, 1986,
December 23, 1987 respectiv

Third Amendment to the Arizona
Public Service Company Deferred
Compensation Plan, effective as of

January 1, 199

Fourth Amendment to the Arizona
Public Service Company Deferred
Compensation Plan effective as of

May 1, 199¢

181

10.3A to APS’ 1993 Form 10-K
Report, File No. 1-4473

10.2 to APS’ September 30, 1994
Form 10-Q Report, File No. 1-4473

3-15-04

2-27-08

3-8-89

3-30-94

11-10-94
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10.2.1¢®  Pinnacle West Fifth Amendment to the Arizona 10.3A to APS’ 1996 Form 10-K 3-28-97
APS Public Service Company Deferred  Report, File No. 1-4473
Compensation Plan effective January
1, 1997
10.2.1d®  Pinnacle West Sixth Amendment to the Arizona 10.8A to Pinnacle West’'s 2000 3-14-01
APS Public Service Company Deferred  Form 10-K Report, File No. 1-8962
Compensation Plan effective January
1, 2001
10.2.2b Pinnacle West Directors’ Deferred Compensation  10.1 to APS’ June 30, 1986 Form 10- 8-13-86
APS Plan, as restated, effective January 1,Q Report, File No. 1-4473
1986
10.2.2a»  Pinnacle West Second Amendment to the Arizona 10.2A to APS’ 1993 Form 10-K 3-30-94
APS Public Service Company Directors’ Report, File No. 1-4473
Deferred Compensation Plan,
effective as of January 1, 19
10.2.2b¢  Pinnacle West Third Amendment to the Arizona 10.1 to APS’ September 30, 1994 11-10-94
APS Public Service Company Directors’ Form 10-Q Report, File No. 1-4473
Deferred Compensation Plan,
effective as of May 1, 19¢
10.2.2c>  Pinnacle West Fourth Amendment to the Arizona  10.8A to Pinnacle West's 1999 3-30-00

APS

Public Service Company Directors
Deferred Compensation Plan,
effective as of January 1, 19

Form 10-K Report, File No. 1-8962
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10.2.3b

10.2.32

10.2.4p

10.2.4&

Pinnacle West
APS

Pinnacle West
APS

Pinnacle West
APS

Pinnacle West
APS

Trust for the Pinnacle West Capital 10.14A to Pinnacle West's 1999
Corporation, Arizona Public Service Form 10-K Report, File No. 1-8962
Company and SunCor Development

Company Deferred Compensation

Plans dated August 1, 19

First Amendment dated December 7, 10.15A to Pinnacle West's 1999
1999 to the Trust for the Pinnacle Form 10-K Report, File No. 1-8962
West Capital Corporation, Arizona

Public Service Company and SunCor

Development Company Deferred

Compensation Plar

Pinnacle West Capital Corporation, 10.10A to APS’ 1995 Form 10-K
Arizona Public Service Company, Report, File No. 1-4473

SunCor Development Company and

El Dorado Investment Company

Deferred Compensation Plan as

amended and restated effective

January 1, 199

First Amendment effective as of 10.7A to Pinnacle West's 1999
January 1, 1999, to the Pinnacle Westorm 10-K Report, File No. 1-8962
Capital Corporation, Arizona Public

Service Company, SunCor

Development Company and El

Dorado Investment Company

Deferred Compensation Pl

183

3-30-00

3-30-00

3-29-96

3-30-00
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10.2.4bP

10.2.4¢°

10.2.4dp

10.2.5°

Pinnacle West
APS

Pinnacle West
APS

Pinnacle West
APS

Pinnacle West
APS

Second Amendment effective Januaryl0.10A to Pinnacle West's 1999
1, 2000 to the Pinnacle West Capital Form 10-K Report, File No. 1-8962

Corporation, Arizona Public Service
Company, SunCor Development
Company and El Dorado Investment
Company Deferred Compensation

Plan

Third Amendment to the Pinnacle
West Capital Corporation, Arizona
Public Service Company, SunCor
Development Company and El
Dorado Investment Company
Deferred Compensation Plan,

effective as of January 1, 20

Fourth Amendment to the Pinnacle
West Capital Corporation, Arizona
Public Service Company, SunCor
Development Company and El
Dorado Investment Company
Deferred Compensation Plan,

effective January 1, 20(

10.3 to Pinnacle West’'s March 31,
2003 Form 10-Q Report, File No. 1-
8962

10.64 to Pinnacle West/APS 2005
Form 10-K Report, File Nos. 1-8962
and 1-4473

Schedules of William J. Post and Jackl0.3A to Pinnacle West 2002

E. Davis to Arizona Public Service
Company Deferred Compensation

Plan, as amende

184

Form 10-K Report, File No. 1-8962

3-30-00

5-15-03

3-13-06

3-31-03
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10.2.6b Pinnacle West Deferred Compensation Plan of 2005 10.2.6 to Pinnacle West/APS 2008 2-20-09
APS for Employees of Pinnacle West Form 10-K Report, File Nos. 1-8962
Capital Corporation and Affiliate and 4473
10.2.6a&>  Pinnacle West First Amendment to the Deferred
APS Compensation Plan of 2005 for
Employees of Pinnacle West Capital
Corporation and Affiliate:
10.3.1b Pinnacle West Pinnacle West Capital Corporation  10.7A to Pinnacle West's 2003 3-15-04
APS Supplement Excess Benefit Form 10-K Report, File No. 1-8962
Retirement Plan, amended and
restated as of January 1, 2(
10.3.1&>  Pinnacle West Pinnacle West Capital Corporation  10.48b to Pinnacle West/APS 2005 3-13-06
APS Supplemental Excess Benefit Form 10-K Report, File Nos. 1-8962
Retirement Plan, as amended and  and 1-4473
restated, dated December 18, 2
10.3.2b Pinnacle West Pinnacle West Capital Corporation  10.3.2 to Pinnacle West/APS 2008 2-20-09
APS Supplemental Excess Benefit Form 10-K Report, File Nos. 1-8962
Retirement Plan of 20C and -4473
10.4.1b Pinnacle West Letter Agreement dated December 2110.6A to APS’ 1994 Form 10-K 3-30-95
APS 1993, between APS and William L.  Report, File No. 1-4473
Stewart
10.4.2b Pinnacle West Letter Agreement dated August 16, 10.8 to APS’ 1996 Form 1B-Report, 3-28-97

APS

1996 between APS and William L.
Stewart

185

File No. 1-4473




Table of Contents

WPD-6
Screening Data Part 2 of 2
Page 1634 of 7002

Exhibit Date
No. Registrant(s) Description Previously Filed as Exhibit2 Filed
10.4.3b Pinnacle West Letter Agreement dated October 3, 10.2 to APS’ September 30, 1997 11-12-97
APS 1997 between APS and William L.  Form 10-Q Report, File No. 1-4473
Stewart
10.4.4b Pinnacle West Letter Agreement dated December 1310.9A to Pinnacle West's 1999 3-30-00
APS 1999 between APS and William L.  Form 10-K Report, File No. 1-8962
Stewart
10.4.4&  Pinnacle West Amendment to Letter Agreement, 10.1 to Pinnacle West's June 30, 2008-13-02
APS effective as of January 1, 2002, Form 10-Q Report, File No. 1-8962
between APS and William L. Stew:
10.4.5b Pinnacle West Letter Agreement dated June 28, 20010.4A to Pinnacle West's 2002 3-31-03
APS between Pinnacle West Capital Form 10-K Report, File No. 1-8962
Corporation and Steve Whee
10.4.6° APS Letter Agreement dated December 2010.78 to Pinnacle West/APS 2006  2-28-07
2006 between APS and Randall K.  Form 10-K Report, File Nos. 1-8962
Edington and -4473
10.4.7b APS Letter Agreement dated July 22, 200810.3 to Pinnacle West/APS June 30, 8-07-08
between APS and Randall K. 2008 Form 10-Q Report, File No. 1-
Edington 4473
10.4.8b Pinnacle West Letter Agreement dated June 17, 20080.1 to Pinnacle West/APS June 30, 8-07-08
APS between Pinnacle West/APS and 2008 Form 10-Q Report, File Nos. 1-
James R. Hatfiel 8962 and -4473
10.4.9b APS Description of 2008 Palo Verde 10.7 to Pinnacle West/APS June 30, 8-07-08

Specific Compensation Opportunity
for Randall K. Edingtor

2008 Form 10-Q Report, File No. 1-
4473
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10.4.100 APS Supplemental Agreement dated 10.4.10 to Pinnacle West/APS 2008 2-20-09
December 26, 2008 between APS and~orm 10-K Report, File No. 1-4473
Randall K. Edingtor
10.4.11» APS Description of 2009 Palo Verde 10.2 to Pinnacle West/APS March 31,5-5-09
Specific Compensation Opportunity 2009 Form 10-Q Report, File No. 1-
for Randall K. Edingtot 4473
10.4.12>  Pinnacle West Career Recognition Award Agreem: 10.1 to Pinnacle West/APS March 31,5-5-09
APS dated April 14, 2009 between Pinne 2009 Form 10-Q Report, File Nos. 1-
West Capital Corporation and Willis 8962 and 1-4473
J. Pos
10.4.13> APS Description of 2010 Palo Verde
Specific Compensation Opportunity
for Randall K. Edingtor
10.5.1bd Pinnacle West Key Executive Employment and 10.77 to Pinnacle West/APS 2005  3-13-06
APS Severance Agreement between Form 10-K Report, File Nos. 1-8962
Pinnacle West and certain executive and 1-4473
officers of Pinnacle West and its
subsidiaries
10.5.1akd  Pinnacle West Form of Amended and Restated Key 10.4 to Pinnacle West/APS 11-5-07

APS

Executive Employment and Severa
Agreement between Pinnacle West
and certain officers of Pinnacle West
and its subsidiarie

187

September 30, 2007 Form 10-Q
Report, File Nos. 1-8962 and 1-4473
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10.5.2bd Pinnacle West Form of Key Executive Employment 10.3 to Pinnacle West/APS 11-5-07
APS and Severance Agreement between September 30, 2007 Form 10-Q
Pinnacle West and certain officers of Report, File Nos. 1-8962 and 1-4473
Pinnacle West and its subsidiar
10.5.3hd Pinnacle West Form of Key Executive Employment
APS and Severance Agreement between
Pinnacle West and certain officers of
Pinnacle West and its subsidiar
10.6.1b Pinnacle West Pinnacle West Capital Corporation  Appendix A to the Proxy Statement 4-15-94
APS 1994 Long- Term Incentive Plan, for the Plan Report for Pinnacle
effective as of March 23, 1994 West's 1994 Annual Meeting of
Shareholders, File No-8962
10.6.1&  Pinnacle West First Amendment dated December 7, 10.12A to Pinnacle West's 1999 3-30-00
APS 1999 to the Pinnacle West Capital  Form 10-K Report, File No. 1-8962
Corporation 1994 Long-Term
Incentive Plar
10.6.2b Pinnacle West Pinnacle West Capital Corporation  10.5A to Pinnacle West's 2002 3-31-03
APS 2002 Lon¢-Term Incentive Plal Form 1(-K Report
10.6.2akd  Pinnacle West Performance Share Agreement under10.1 to Pinnacle West/APS 12-15-05

APS

the Pinnacle West Capital Corporat
2002 Lon¢-Term Incentive Plal

December 9, 2005 Form 8-K Report,
File Nos. -8962 and -4473

188
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10.6.2bPd  Pinnacle West Performance Share Agreement under10.1 to Pinnacle West/APS 2-1-06
APS the Pinnacle West Capital Corporat December 31, 2005 Form 8-K Report,
2002 Lon¢-Term Incentive Plai File Nos. -8962 and -4473
10.6.2c®  Pinnacle West Performance Accelerated Stock 10.98 to Pinnacle West/APS 2004  3-16-05
APS Option Agreement under Pinnacle  Form 10-K Report, File Nos. 1-8962
West Capital Corporation 2002 Long- and 1-4473
Term Incentive Plal
10.6.2dd  Pinnacle West Stock Ownership Incentive Agreem  10.99 to Pinnacle West/APS 2004  3-16-05
APS under Pinnacle West Capital Form 10-K Report, File Nos. 1-8962
Corporation 2002 Long-Term and 1-4473
Incentive Plar
10.6.2ed  Pinnacle West Performance Share Agreement under10.91 to Pinnacle West/APS 2005  3-13-06
APS the Pinnacle West Capital Corporat Form 10-K Report, File Nos. 1-8962
2002 Lon¢-Term Incentive Plal and -4473
10.6.2fd  Pinnacle West Performance Share Agreement under10.3 to Pinnacle West/APS March 31,5-5-09
APS the Pinnacle West Capital Corporat 2009 Form 10-Q Report, File Nos. 1-
2007 Lon¢-Term Incentive Plal 8962 and -4473
10.6.3b Pinnacle West Pinnacle West Capital Corporation  99.1 to Pinnacle West's Registration 7-3-00
2000 Director Equity Plan Statement on Form S-8 (No. 333-
40796), File No. -8962)
10.6.4b Pinnacle West Pinnacle West Capital Corporation  Appendix B to the Proxy Statement 4-20-07

for Pinnacle West's 2007 Annual
Meeting of Shareholders, File No. 1-
8962

2007 Long-Term Incentive Plan

189
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10.6.4&  Pinnacle West First Amendment to the Pinnacle W 10.2 to Pinnacle West/APS April 18, 4-20-07
Capital Corporation 2007 Long-Term 2007 Form 8-K Report, File No. 1-
Incentive Plar 8962
10.6.4b>  Pinnacle West Description of Annual Stock Grants 10.1 to Pinnacle West/APS 11-5-07
Non-Employee Directors September 30, 2007 Form 10-Q
Report, File No. -8962
10.6.4c®  Pinnacle West Description of Stock Grant to W. 10.2 to Pinnacle West/APS 11-5-07
Douglas Parker September 30, 2007 Form 10-Q
Report, File No. -8962
10.6.4d®  Pinnacle West Description of Annual Stock Grants 10.2 to Pinnacle West/APS June 30, 8-07-08
Non-Employee Directors 2008 Form 10-Q Report, File No. 1-
8962
10.6.5Pd  Pinnacle West Summary of 2010 CEO Variable
APS Incentive Plan and Officer Variable
Incentive Plar
10.7.1 Pinnacle West Indenture of Lease with Navajo Tribe 5.01 to APS’ Form S-7 Registration 9-1-77
APS of Indians, Four Corners Pla Statement, File No.-59644
10.7.1a Pinnacle West Supplemental and Additional 5.02 to APS’ Form S-7 Registration 9-1-77
APS Indenture of Lease, including Statement, File No. 2-59644
amendments and supplements to
original lease with Navajo Tribe of
Indians, Four Corners Pla
10.7.1b Pinnacle West Amendment and Supplement No. 1 t010.36 to Pinnacle West’s Registration7-25-85

APS

Supplemental and Additional
Indenture of Lease Four Corners,
dated April 25, 198!

190

Statement on Form 8-B Report, File
No. 1-8962
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10.7.2 Pinnacle West Application and Grant of multi-party 5.04 to APS’ Form S-7 Registration 9-1-77
APS rights-of-way and easements, Four Statement, File No. 2-59644
Corners Plant Sit
10.7.2a Pinnacle West Application and Amendment No. 1 to 10.37 to Pinnacle West’s Registration7-25-85
APS Grant of multi-party rights-ofvay anc  Statement on Form 8-B, File No. 1-
easements, Four Corners Power Plan8962
Site dated April 25, 198
10.7.3 Pinnacle West Application and Grant of Arizona 5.05to APS’ Form S-7 Registration 9-1-77
APS Public Service Company rights- of-  Statement, File No. 2-59644
way and easements, Four Corners
Plant Site
10.7.3a Pinnacle West Application and Amendment No. 1 to 10.38 to Pinnacle West’s Registration7-25-85
APS Grant of Arizona Public Service Statement on Form 8-B, File No. 1-
Company rights-of-way and 8962
easements, Four Corners Power Plant
Site dated April 25, 198
10.7.4 Pinnacle West Four Corners Project Co-Tenancy  10.7 to Pinnacle West's 2000 3-14-01
APS Agreement Amendment No. Form 1(-K Report, File No. -8962
10.8.1 Pinnacle West Indenture of Lease, Navajo Units 1, 2,5(g) to APS’ Form S-7 Registration  3-23-70
APS and 3 Statement, File No.-36505
10.8.2 Pinnacle West Application of Grant of rights-of-way 5(h) to APS Form S-7 Registration  3-23-70

APS

and easements, Navajo Pl Statement, File No.-36505

191
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10.8.3 Pinnacle West
APS

10.8.4 Pinnacle West
APS

10.8.5 Pinnacle West
APS

Water Service Contract Assignment 5(l) to APS’ Form S-7 Registration  3-16-71
with the United States Department of Statement, File No. 2-394442

Interior, Bureau of Reclamation,

Navajo Plan

Navajo Project C-Tenancy 10.107 to Pinnacle West/APS 2005 3-13-06
Agreement dated as of March 23, Form 10-K Report, File Nos. 1-8962
1976, and Supplement No. 1 thereto and 1-4473

dated as of October 18, 1976,

Amendment No. 1 dated as of July 5,

1988, and Amendment No. 2 dated as

of June 14, 1996; Amendment No. 3

dated as of February 11, 1997;

Amendment No. 4 dated as of January

21, 1997; Amendment No. 5 dated as

of January 23, 1998; Amendment

No. 6 dated as of July 31, 19

Navajo Project Participatic 10.108 to Pinnacle West/APS 2005 3-13-06
Agreement dated as of September 30Form 10-K Report, File Nos. 1-8962
1969, and Amendment and and 1-4473

Supplement No. 1 dated as of
January 16, 1970, and Coordinating
Committee Agreement No. 1 dated as
of September 30, 197
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10.9.1

10.9.1a

Pinnacle West
APS

Pinnacle West
APS

Arizona Nuclear Power Project 10. 1 to APS’ 1988 Form 10-K
Participation Agreement, dated Report, File No. 1-4473
August 23, 1973, among APS Salt

River Project Agricultural

Improvement and Power District,

Southern California Edison Company,

Public Service Company of New

Mexico, El Paso Electric Company,

Southern California Public Power

Authority, and Department of Water

and Power of the City of Los Angele

and amendments-12 theretc

Amendment No. 13, dated as of April 10.1 to APS’ March 31, 1991
22, 1991, to Arizona Nuclear Power Form 10-Q Report, File No. 1-4473
Project Participation Agreement, da

August 23, 1973, among APS, Salt

River Project Agricultural

Improvement and Power District,

Southern California Edison Company,

Public Service Company of New

Mexico, El Paso Electric Company,

Southern California Public Power

Authority, and Department of Water

and Power of the City of Los Angel

193
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5-15-91
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10.9.1b

10.10.1

10.10.2

Pinnacle West
APS

Pinnacle West
APS

Pinnacle West
APS

Amendment No. 14 to Arizona 99.1 to Pinnacle West's June 30, 200@-14-00
Nuclear Power Project Participati Form 10-Q Report, File No. 1-8962
Agreement, dated August 23, 1973,

among APS, Salt River Project

Agricultural Improvement and Power

District, Southern California Edison

Company, Public Service Company

New Mexico, El Paso Electr

Company, Southern California Public

Power Authority, and Department of

Water and Power of the City of Los

Angeles

Asset Purchase and Power Exchangel0.1 to APS’ June 30, 1991 Form 10- 8-8-91
Agreement dated September 21, 199 Report, File No. 1-4473

between APS and PacifiCorp, as

amended as of October 11, 1990 and

as of July 18, 199

Long-Term Power Transaction 10.2 to APS’ June 30, 1991 Form 10- 8-8-91
Agreement dated September 21, 199 Report, File No. 1-4473

between APS and PacifiCorp, as

amended as of October 11, 1990, and

as of July 8, 199
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10.10.2a  Pinnacle West Amendment No. 1 dated April 5, 19 10.3 to APS’ 1995 Form 1R-Report, 3-29-96
APS to the Long-Term Power Transaction File No. 1-4473
Agreement and Asset Purchase and
Power Exchange Agreement between
PacifiCorp and AP!
10.10.3 Pinnacle West Restated Transmission Agreement  10.4 to APS’ 1995 Form 1B-Report, 3-29-96
APS between PacifiCorp and APS dated File No. 1-4473
April 5, 1995
10.10.4 Pinnacle West Contract among PacifiCorp, APS and 10.5 to APS’ 1995 Form 1B-Report, 3-29-96
APS United States Department of Energy File No. 1-4473
Western Area Power Administration,
Salt Lake Area Integrated Projects for
Firm Transmission Service dated May
5, 1995
10.10.5 Pinnacle West Reciprocal Transmission Service 10.6 to APS’ 1995 Form 1B-Report, 3-29-96
APS Agreement between APS and File No. 1-4473
PacifiCorp dated as of March 2, 19
10.11.1 Pinnacle West Amended and Restated 10.100 to Pinnacle West/APS 2004 3-16-05

APS

Reimbursement Agreement among Form 10-K Report, File Nos. 1-8962
APS, the Banks party thereto, and  and 1-4473

JPMorgan Chase Bank, as

Administrative Agent and Issuing

Bank, dated as of July 22, 20
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10.11.2 Pinnacle West ThreeYear Credit Agreement dated 10.101 to Pinnacle West/APS 2004 3-16-05
APS of May 21, 2004 between APS as Form 10-K Report, File Nos. 1-8962
Borrower, and the banks, financial — and 1-4473
institutions and other institutional
lenders and initial issuing banks listed
on the signature pages ther
10.11.3 Pinnacle West ThreeYear Credit Agreement dated
APS of February 12, 2010 between APS
Borrower, Wells Fargo Bank, Natior
Association, as Agent, and the lenders
and other parties there
10.11.4 Pinnacle West $200,000,000 Senior Notes 10.96 to Pinnacle West 2005 Form 103-13-06
Uncommitted Master Shelf Agreem: K Report, File No. 1-8962
dated as of February 28, 20
10.11.5 Pinnacle West ThreeYear Credit Agreement dated

of February 12, 2010 among Pinnacle
West Capital Corporation, as
Borrower, Bank of America, N.A, as
Agent, and the lenders and other
parties theret
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10.11.5a Pinnacle West First Amendment to Amended and  10.1 to Pinnacle West's June 30, 200@-8-06
Restated Credit Agreement, dated as Form 10-Q Report, File No. 1-8962
of May 15, 2006, supplementing and
amending the Amended and Restated
Credit Agreement, dated as of
December 9, 2005, among Pinnacle
West Capital Corporation, as
Borrower, JPMorgan Chase Bank,
N.A. as Agent and the other part
thereto

10.11.6 Pinnacle West Credit Agreement dated as of Octoberl0.1 to Pinnacle West'September 3  11-8-04
APS 19, 2004 among Pinnacle West, other2004 Form 10-Q Report, File No. 1-
lenders, and JPMorgan Chase Ban 8962
Administrative Agen

10.11.7 APS $500,000,000 Five-Year Credit 10.1 to APS’ September 2006 11-8-06
Agreement dated as of September 28Form 10-Q Report, File No. 1-4473
2006 among Arizona Public Service
Company as Borrower, Bank of
America, N.A. as Administrative
Agent and Issuing Bank, The Bank of
New York as Syndication Agent ai
Issuing Bank and the other parties
thereta
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10.11.8

10.12.1¢

10.12.1&

Pinnacle West
APS

Pinnacle West
APS

Pinnacle West
APS

Amended and Restated 99.6 to PinnacleWest/APS June 30, 8-9-05

Reimbursement Agreement among 2005 Form 10-Q Report, File Nos. 1-

Arizona Public Service Company, T 8962 and 1-4473
Banks party thereto and JPMorgan

Chase Bank, N.A., as Administrative

Agent and Issuing Bank, and Barclays

Bank PLC, as Syndication Agent,

dated as of May 19, 20(

Facility Lease, dated as of August 1, 4.3 to APS’ Form 18 Registration
1986, between U.S. Bank National  Statement, File No. 33-9480
Association, successor to State Street

Bank and Trust Company, as

successor to The First National Bank

of Boston, in its capacity as Owner

Trustee, as Lessor, and APS, as Le

Amendment No. 1, dated as of 10.5 to APS’ September 30, 1986
November 1, 1986, to Facility Leac  Form 10-Q Report by means of
dated as of August 1, 1986, between Amendment No. 1 on December 3,
U.S. Bank National Association, 1986 Form 8, File No. 1-4473
successor to State Street Bank and

Trust Company, as successor to The

First National Bank of Boston, in its

capacity as Owner Trustee, as Lessor,

and APS, as Lessi
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10.12.1¢ Pinnacle West
APS

10.12.1c¢ Pinnacle West
APS

10.12.2 Pinnacle West
APS

Amendment No. 2 dated as of June 1,10.3 to APS’ 1988 Form 1K-Report,
1987 to Facility Lease dated as of  File No. 1-4473

August 1, 1986 between U.S. Bank

National Association, successor

State Street Bank and Trust Compe

as successor to The First National

Bank of Boston, as Lessor, and APS,

as Lesse

Amendment No. 3, dated as of March10.3 to APS’ 1992 Form 1K-Report,
17, 1993, to Facility Lease, dated a  File No. 1-4473

August 1, 1986, between U.S. Bank

National Association, successor

State Street Bank and Trust Compe

as successor to The First National

Bank of Boston, as Lessor, and APS,

as Lesse

Facility Lease, dated as of 10.1 to APS’ November 18, 1986
December 15, 1986, between U.S.  Form 8-K Report, File No. 1-4473
Bank National Association, successor

to State Street Bank and Trust

Company, as successor to The First

National Bank of Boston, in il

capacity as Owner Trustee, as Lessor,

and APS, as Lessi
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10.12.2a  Pinnacle West Amendment No. 1, dated as of Aug 4.13 to APS’ Form 18 Registration  8-24-87
APS 1, 1987, to Facility Lease, dated as of Statement No. 33-9480 by means of
December 15, 1986, between U.S.  August 1, 1987 Form 8&-Report, File
Bank National Association, successorNo. 1-4473
to State Street Bank and Trust
Company, as successor to The First
National Bank of Boston, as Less
and APS, as Lessi
10.12.2b  Pinnacle West Amendment No. 2, dated as of March10.4 to APS’ 1992 Form 1K-Report, 3-30-93
APS 17, 1993, to Facility Lease, dated a  File No. 1-4473
December 15, 1986, between U.S.
Bank National Association, successor
to State Street Bank and Trust
Company, as successor to The First
National Bank of Boston, as Less
and APS, as Lessi
10.13.1 Pinnacle West Agreement No. 13904 (Option and  10.3 to APS’ 1991 Form 1K-Report, 3-19-92

APS

Purchase of Effluent) with Cities of  File No. 1-4473
Phoenix, Glendale, Mesa, Scottsdale,

Tempe, Town of Youngtown, and S

River Project Agricultural

Improvement and Power District,

dated April 23, 197
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10.13.2 Pinnacle West Agreement between Pinnacle West 10.102 to Pinnacle West/APS 2004 3-16-05
APS Energy Corporation and Arizona Form 10-K Report, File Nos. 1-8962
Public Service Company for and 1-4473
Transportation and Treatment of
Effluent by and between Pinnacle
West Energy Corporation and APS
dated as of the 1thday of April, 2001
10.13.3 Pinnacle West Agreement for the Transfer and Use  10.103 to Pinnacle West/APS 2004 3-16-05
APS Wastewater and Effluent by and Form 10-K Report, File Nos. 1-8962
between APS, SRP and PWE dated and 1-4473
June 1, 200.
10.13.4 Pinnacle West Agreement for the Sale and Purchase10.104 to Pinnacle West/APS 2004 3-16-05
APS of Wastewater Effluent dated Form 10-K Report, File Nos. 1-8962
November 13, 2000, by and betwe  and 1-4473
the City of Tolleson, Arizona, APS
and SRF
10.135 Pinnacle West Operating Agreement for the Co- 10.105 to Pinnacle West/APS 2004 3-16-05

APS

Ownership of Wastewater Effluent ~ Form 10-K Report, File Nos. 1-8962
dated November 16, 2000 by and and 1-4473
between APS and SF
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10.13.6 Pinnacle West Agreement for the Sale and Purchasel0.4 to APS’ 1991 Form 1K-Report, 3-19-92
APS of Wastewater Effluent with City of  File 1-4473
Tolleson and Salt River Agricultural
Improvement and Power District,
dated June 12, 1981, including
Amendment No. 1 dated as of
November 12, 1981 and Amendm:i
No. 2 dated as of June 4, 1¢
10.14.1 Pinnacle West Contract, dated July 21, 1984, with  10.31 to Pinnacle West's Form S-14 3-13-85
APS DOE providing for the disposal of Registration Statement, File No. 2-
nuclear fuel and/or high-level 96386
radioactive waste, ANP
10.15.1 Pinnacle West Territorial Agreement between APS 10.1 to APS’ March 31, 1998 5-15-98
APS and Salt River Projet Form 1(-Q Report, File No.-4473
10.15.2 Pinnacle West Power Coordination Agreement 10.2 to APS’ March 31, 1998 5-15-98
APS between APS and Salt River Proj Form 1(-Q Report, File No.-4473
10.15.3 Pinnacle West Memorandum of Agreement between 10.3 to APS’ March 31, 1998 5-15-98
APS APS and Salt River Proje Form 1(-Q Report, File No.-4473
10.15.3a  Pinnacle West Addendum to Memorandum of 10.2 to APS’ May 19, 1998 Form 8-K 6-26-98
APS Agreement between APS and Salt  Report, File No. 1-4473
River Project dated as of May 19,
1998
12.1 Pinnacle Wes Ratio of Earnings to Fixed Charg
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12.2 APS Ratio of Earnings to Fixed Charg
12.3 Pinnacle West Ratio of Earnings to Combined Fixed
Charges and Preferred Stock Dividt
Requirement:
21.1 Pinnacle Wes Subsidiaries of Pinnacle We
23.1 Pinnacle Wes Consent of Deloitte & Touche LL
23.2 APS Consent of Deloitte & Touche LL
31.1 Pinnacle West Certificate of Donald E. Brandt, Chief
Executive Officer, pursuant to
Rule 13a-14(a) and Rule 15d-14(a) of
the Securities Exchange Act, as
amende
31.2 Pinnacle West Certificate of James R. Hatfield, Ch
Financial Officer, pursuant to
Rule 13a-14(a) and Rule 15d-14(a) of
the Securities Exchange Act, as
amendec
31.3 APS Certificate of Donald E. Brandt, Chief

Executive Officer, pursuant to

Rule 13a-14(a) and Rule 15d-14(a) of
the Securities Exchange Act, as
amendec
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314 APS

321 Pinnacle West

32.2 APS

99.1 Pinnacle West
APS

99.1a Pinnacle West
APS

Certificate of James R. Hatfield, Ch
Financial Officer, pursuant to

Rule 13a-14(a) and Rule 15d-14(a) of
the Securities Exchange Act, as
amende

Certification of Chief Executive
Officer and Chief Financial Officer,
pursuant to 18 U.S.C. Section 1850
adopted pursuant to Section 906 of
Sarbane-Oxley Act of 200z

Certification of Chief Executive
Officer and Chief Financial Officer,
pursuant to 18 U.S.C. Section 1850
adopted pursuant to Section 906 of
Sarbane-Oxley Act of 2002

Collateral Trust Indenture among 4.2 to APS’ 1992 Form 10-K Report, 3-30-93
PVNGS Il Funding Corp., Inc., APS File No. 1-4473
and Chemical Bank, as Trust

Supplemental Indenture to Collateral 4.3 to APS’ 1992 Form 10-K Report, 3-30-93
Trust Indenture among PVNGS |l File No. 1-4473

Funding Corp., Inc., APS and

Chemical Bank, as Trust
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99.2¢

99.2ac

Pinnacle West
APS

Pinnacle West
APS

Participation Agreement, dated as of 28.1 to APS’ September 30, 1992
August 1, 1986, among PVNGS Form 10-Q Report, File No. 1-4473
Funding Corp., Inc., Bank of America

National Trust and Savinc

Association, State Street Bank and

Trust Company, as successor to The

First National Bank of Boston, in its

individual capacity and as Owner

Trustee, Chemical Bank, in its

individual capacity and as Indenture

Trustee, APS, and the Equity

Participant named there

Amendment No. 1 dated as of 10.8 to APS’ September 30, 1986
November 1, 1986, to Participati Form 10-Q Report by means of
Agreement, dated as of August 1, Amendment No. 1, on December 3,
1986, among PVNGS Funding Corp., 1986 Form 8, File No. 1-4473
Inc., Bank of America National Trust

and Savings Association, State Street

Bank and Trust Company, as

successor to The First National Bank

of Boston, in its individual capacity

and as Owner Trustee, Chemical

Bank, in its individual capacity and as

Indenture Trustee, APS, and the

Equity Participant named there
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99.2b¢

99.3¢

Pinnacle West
APS

Pinnacle West
APS

Amendment No. 2, dated as of March28.4 to APS’ 1992 Form 1K-Report,

17, 1993, to Participation Agreement, File No. 1-4473
dated as of August 1, 1986, among
PVNGS Funding Corp., Inc., PVNGS
Il Funding Corp., Inc., State Street
Bank and Trust Company, as
successor to The First National Bank
of Boston, in its individual capacity
and as Owner Trustee, Chemical
Bank, in its individual capacity and as
Indenture Trustee, APS, and the
Equity Participant named there

Trust Indenture, Mortgage, Security 4.5 to APS’ Form 18 Registration
Agreement and Assignment of Faci Statement, File No. 33-9480
Lease, dated as of August 1, 1986,

between State Street Bank and Trust

Company, as successor to The First

National Bank of Boston, as Owr

Trustee, and Chemical Bank, as

Indenture Truste

206

3-30-93

10-24-86




Table of Contents

Exhibit

No.

Registrant(s)

WPD-6
Screening Data Part 2 of 2
Page 1655 of 7002

Date
Description Previously Filed as Exhibit2 Filed

99.3a¢

99.3hc

99 .4¢

Pinnacle West
APS

Pinnacle West
APS

Pinnacle West
APS

Supplemental Indenture No. 1, dated 10.6 to APS’ September 30, 1986 12-4-86
as of November 1, 1986 to Trust Form 10-Q Report by means of

Indenture, Mortgage, Security Amendment No. 1 on December 3,
Agreement and Assignment of Faci 1986 Form 8, File No. 1-4473

Lease, dated as of August 1, 1986,

between State Street Bank and Trust

Company, as successor to The First

National Bank of Boston, as Owr

Trustee, and Chemical Bank, as

Indenture Truste

Supplemental Indenture No. 2to Tr 4.4 to APS’ 1992 Form 10-K Report, 3-30-93
Indenture, Mortgage, Security File No. 1-4473

Agreement and Assignment of Faci

Lease, dated as of August 1, 1986,

between State Street Bank and Trust

Company, as successor to The First

National Bank of Boston, as Owr

Trustee, and Chemical Bank, as Lease

Indenture Truste

Assignment, Assumption and Further 28.3 to APS’ Form 18 Registration ~ 10-24-86
Agreement, dated as of August 1, Statement, File No. 33-9480

1986, between APS and State Street

Bank and Trust Company, as

successor to The First National Bank

of Boston, as Owner Trust
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99.4ac Pinnacle West Amendment No. 1, dated as of 10.10 to APS’ September 30, 1986 12-4-86
APS November 1, 1986, to Assignme Form 10-Q Report by means of
Assumption and Further Agreement, Amendment No. | on December 3,
dated as of August 1, 1986, between 1986 Form 8, File No. 1-4473
APS and State Street Bank and Trust
Company, as successor to The First
National Bank of Boston, as Owr
Trustee
99.4b¢ Pinnacle West Amendment No. 2, dated as of March28.6 to APS’ 1992 Form 1K-Report, 3-30-93
APS 17, 1993, to Assignment, Assumption File No. 1-4473
and Further Agreement, dated as of
August 1, 1986, between APS and
State Street Bank and Trust Compe
as successor to The First National
Bank of Boston, as Owner Trust
99.5 Pinnacle West Participation Agreement, dated as of 28.2 to APS’ September 30, 1992 11-9-92

APS

December 15, 1986, among PVNGS Form 10-Q Report, File No. 1-4473
Funding Report Corp., Inc., State

Street Bank and Trust Company, as

successor to The First National Bank

of Boston, in its individual capacity

and as Owner Trustee, Chemical

Bank, in its individual capacity and as

Indenture Trustee under a Trust

Indenture, APS, and the Owner

Participant named there

208




Table of Contents

WPD-6

Screening Data Part 2 of 2
Page 1657 of 7002

Exhibit Date
No. Registrant(s) Description Previously Filed as Exhibit2 Filed
99.5a Pinnacle West Amendment No. 1, dated as of Aug 28.20 to APS’ Form 18 Registration 8-10-87
APS 1, 1987, to Participation Agreement, Statement No. 33-9480 by means of a

dated as of December 15, 1986, November 6, 1986 Formr-K Report,

among PVNGS Funding Corp., Inc. File No. 1-4473

Funding Corporation, State Street

Bank and Trust Company, as

successor to The First National Bank

of Boston, as Owner Trustee,

Chemical Bank, as Indenture Trustee,

APS, and the Owner Participant

named thereil
99.5b Pinnacle West Amendment No. 2, dated as of March28.5 to APS’ 1992 Form 1K-Report, 3-30-93

APS

17, 1993, to Participation Agreement, File No. 1-4473
dated as of December 15, 1986,
among PVNGS Funding Corp., Inc.,
PVNGS Il Funding Corp., Inc., State
Street Bank and Trust Company, as
successor to The First National Bank
of Boston, in its individual capacity
and as Owner Trustee, Chemical
Bank, in its individual capacity and as
Indenture Trustee, APS, and the
Owner Participant named there
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99.6

99.6a

Pinnacle West
APS

Pinnacle West
APS

Trust Indenture, Mortgage Security 10.2 to APS’ November 18, 1986 1-20-87
Agreement and Assignment of Faci Form 10-K Report, File No. 1-4473

Lease, dated as of December 15, 1

between State Street Bank and Trust

Company, as successor to The First

National Bank of Boston, as Owr

Trustee, and Chemical Bank, as

Indenture Truste

Supplemental Indenture No. 1, dated 4.13 to APS’ Form 18 Registration  8-24-87
as of August 1, 1987, to Trust Statement No. 33-9480 by means of
Indenture, Mortgage, Security August 1, 1987 Form 8&-Report, File
Agreement and Assignment of Faci No. 1-4473

Lease, dated as of December 15, 1

between State Street Bank and Trust

Company, as successor to The First

National Bank of Boston, as Owr

Trustee, and Chemical Bank, as

Indenture Truste

210




Table of Contents

Exhibit
No.

Registrant(s)

WPD-6

Screening Data Part 2 of 2
Page 1659 of 7002

Description Previously Filed as Exhibit2

Date
Filed

99.6b

99.7

99.7a

99.8¢

Pinnacle West
APS

Pinnacle West
APS

Pinnacle West
APS

Pinnacle West
APS

Supplemental Indenture No. 2to Tr 4.5 to APS’ 1992 Form 10-K Report, 3-30-93

Indenture Mortgage, Security File No. 1-4473
Agreement and Assignment of Faci

Lease, dated as of December 15, 1

between State Street Bank and Trust

Company, as successor to The First

National Bank of Boston, as Owr

Trustee, and Chemical Bank, as Lease

Indenture Truste

Assignment, Assumption and Further 10.5 to APS’ November 18, 1986
Agreement, dated as of December 15Form 8-K Report, File No. 1-4473
1986, between APS and State Street

Bank and Trust Company, as

successor to The First National Bank

of Boston, as Owner Trust

Amendment No. 1, dated as of March28.7 to APS’ 1992 Form 1K-Report,
17, 1993, to Assignment, Assumption File No. 1-4473

and Further Agreement, dated as of

December 15, 1986, between APS

State Street Bank and Trust Compe

as successor to The First National

Bank of Boston, as Owner Trust

Indemnity Agreement dated as of 28.3 to APS’ 1992 Form 1R-Report,
March 17, 1993 by AP File No. 14473
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99.9 Pinnacle West Extension Letter, dated as of August 28.20 to APS’ Form 18 Registration 8-10-87
APS 13, 1987, from the signatories of the Statement No. 33-9480 by means of a
Participation Agreement to Chemical November 6, 1986 Forn-K Report,
Bank File No. 14473
99.10 Pinnacle West Arizona Corporation Commission 10.2 to APS’ September 30, 1999 11-15-99
APS Order, Decision No. 61969, dated Form 10-Q Report, File No. 1-4473
September 29, 1999, including the
Retail Electric Competition Rule
99.11 Pinnacle West Purchase Agreement by and among 99.5 to Pinnacle West/APS June 30, 8-9-05

Pinnacle West Energy Corporation 2005 Form 10-Q Report, File Nos. 1-
and GenWest, L.L.C. and Nevada 8962 and 1-4473
Power Company, dated June 21, 2

a  Reports filed under File No. 1-4473 an®962 were filed in the office of the Securities &hahange Commission locat

in Washington, D.C

b Management contract or compensatory plan or arraageto be filed as an exhibit pursuant to Itenb]18f Form 1-K.

¢ An additional document, substantially identicabil material respects to this Exhibit, has bemered into, relating to an
additional Equity Participant. Although such adutitll document may differ in other respects (sucticisar amounts,
percentages, tax indemnity matters, and datesesfugion), there are no material details in whicthsdocument differs

from this Exhibit.

d  Additional agreements, substantially identicahlihmaterial respects to this Exhibit have beeter into with additional
persons. Although such additional documents mdgdifi other respects (such as dollar amounts atesdf execution),
there are no material details in which such agregsngiffer from this Exhibit
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Pursuant to the requirements of Section 13 or 1&i{(the Securities Exchange Act of 1934, the Regyidthas duly caused
this report to be signed on its behalf by the usideied, thereunto duly authorized.

Date: February 19, 2010

PINNACLE WEST CAPITAL CORPORATION
(Registrant)

/s/ Donald E. Brandt

(Donald E. Brandt,

Chairman of the Board of Directors, President
Chief Executive Officer)

Power of Attorney

We, the undersigned directors and executive officéiPinnacle West Capital Corporation, hereby silyeappoint James
R. Hatfield and David P. Falck, and each of thear,toue and lawful attorneys with full power to thend each of them to sign
for us, and in our names in the capacities indetaedow, any and all amendments to this Annual RegoForm 10-K filed

with the Securities and Exchange Commission.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following
persons on behalf of the registrant and in the @ipa and on the dates indicated.

Signature

Title Date

/s/ Donald E. Brandt

(Donald E. Brandt,
Chairman of the Board of Directors, President
and Chief Executive Officel

/s/ James R. Hatfield

(James R. Hatfield,
Senior Vice President and Chief Financial Offic

/s/ Barbara M. Gomez

(Barbara M. Gomez,
Vice President, Controller and

Chief Accounting Officer, position at December 2009

Principal Executive Officer and Director February 19, 2010

Principal Financial Officer February 19, 2010

Principal Accounting Officer
(position at December 31, 2009)

February 19, 2010
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Signature Title Date
/s/ Edward N. Basha, Jr. Director February 19, 2010
(Edward N. Basha, Jr
/s/ Susan Clark-Johnson Director February 19, 2010
(Susan Clar-Johnson
/s/ Denis A. Cortese Director February 19, 2010
(Denis A. Cortese
/sl Michael L. Gallagher Director February 19, 2010
(Michael L. Gallagher
/s/ Pamela Grant Director February 19, 2010
(Pamela Grant
/sl Roy A. Herberger, Jr. Director February 19, 2010
(Roy A. Herberger, Jr
/s/ William S. Jamieson Director February 19, 2010
(William S. Jamieson
/s/ Humberto S. Lopez Director February 19, 2010
(Humberto S. Lopez
/s/ Kathryn L. Munro Director February 19, 2010
(Kathryn L. Munro)
/s/ Bruce J. Nordstrom Director February 19, 2010
(Bruce J. Nordstrormr
/s W. Douglas Parker Director February 19, 2010
(W. Douglas Parkel
/s/ William J. Post Director February 19, 2010
(William J. Post,
/s/ William L. Stewart Director February 19, 2010

(William L. Stewart)
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Pursuant to the requirements of Section 13 or 1&i{(the Securities Exchange Act of 1934, the Regyidthas duly caused
this report to be signed on its behalf by the usideied, thereunto duly authorized.

Date: February 19, 2010

ARIZONA PUBLIC SERVICE COMPANY

(Registrant)

/s/ Donald E. Brandt

(Donald E. Brandt,

Chairman of the Board of Directors and

Chief Executive Officer)

Power of Attorney

We, the undersigned directors and executive ofiioéArizona Public Service Company, hereby selyeegdpoint James
R. Hatfield and David P. Falck, and each of thear,toue and lawful attorneys with full power to thend each of them to sign
for us, and in our names in the capacities indetaedow, any and all amendments to this Annual RegoForm 10-K filed

with the Securities and Exchange Commission.

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bélpthe following
persons on behalf of the registrant and in the @ipa and on the dates indicated.

Signature

Title

Date

/s/ Donald E. Brandt

(Donald E. Brandt,
Chairman of the Board of Directors and
Chief Executive Officer

/s/ James R. Hatfield

(James R. Hatfield,
Senior Vice President and Chief Financial Offic

Principal Executive Officer and Director

Principal Financial Officer and Principal
Accounting Officer
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Signature Title Date
/s/ Edward N. Basha, Jr. Director February 19, 2010
(Edward N. Basha, Jr
/s/ Susan Clark-Johnson Director February 19, 2010
(Susan Clar-Johnson
/s/ Denis A. Cortese Director February 19, 2010
(Denis A. Cortese
/sl Michael L. Gallagher Director February 19, 2010
(Michael L. Gallagher
/s/ Pamela Grant Director February 19, 2010
(Pamela Grant
/sl Roy A. Herberger, Jr. Director February 19, 2010
(Roy A. Herberger, Jr
/s/ William S. Jamieson Director February 19, 2010
(William S. Jamieson
/s/ Humberto S. Lopez Director February 19, 2010
(Humberto S. Lopez
/s/ Kathryn L. Munro Director February 19, 2010
(Kathryn L. Munro)
/s/ Bruce J. Nordstrom Director February 19, 2010
(Bruce J. Nordstrormr
/s W. Douglas Parker Director February 19, 2010
(W. Douglas Parkel
/s/ William J. Post Director February 19, 2010
(William J. Post,
/s/ William L. Stewart Director February 19, 2010

(William L. Stewart)
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FIRST AMENDMENT
TO THE
DEFERRED COMPENSATION PLAN OF 2005 FOR EMPLOYEES OF
PINNACLE WEST CAPITAL CORPORATION AND AFFILIATES

Effective as of January 1, 2005, Pinnacle West Capital Corporation (the “Company”) adopted the Deferred
Compensation Plan of 2005 for Employees of Pinnacle West Capital Corporation and Affiliates (the “Plan”). By this
instrument, the Company now desires to amend the Plan as described below. Defined terms used herein shall have
the meanings specified in the Plan.

1. This First Amendment shall be effective as of January 1, 2009.

2. This First Amendment amends only the provisions of the Plan noted below. Those provisions not expressly
amended shall be considered in full force and effect. This First Amendment also supersedes the other provisions of
the Plan to the extent those provisions are inconsistent with the provisions and intent of this First Amendment.

3. Section 1.1 (“Account Balance”) of the Plan is amended and restated in its entirety to read as follows:

1.1 “Account Balance” shall mean the sum of (i) the Deferral Amount and (i) interest credited in accordance
with all the applicable interest crediting provisions of the Plan, reduced by all Short-Term Payouts and other
distributions, if any. The term “Account Balance” does not include any Discretionary Credits allocated to the
Participant in accordance with Section 3.9. This account shall be a bookkeeping entry only and shall be
utilized solely as a device for the measurement and determination of the amounts to be paid to the
Participant pursuant to this Plan.

4. Section 1.7 (“Bonus Rate”) of the Plan is amended and restated in its entirety to read as follows:

1.7 “Supplemental Rate” for a Plan Year shall mean an interest rate determined for each Plan Year by the
Committee, in its sole discretion, which rate shall be determined on or before the first business day of the
month that precedes the beginning of the Plan Year for which the rate applies.

All references to “Bonus Rate” in the Plan are changed to refer to “Supplemental Rate.”
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5. Section 1.13 (“Crediting Rate”) of the Plan is amended and restated in its entirety to read as follows:

1.13 “Base Rate” for a Plan Year shall mean a rate of interest equal to the yield on ten-year U.S. Treasury
Notes as published on the last business day of the first week of October preceding the Plan Year.

All references to “Crediting Rate” in the Plan are changed to refer to “Base Rate.”
6. Section 1.25 (“Preferred Rate”) of the Plan is amended and restated in its entirety to read as follows:
1.25 “Plan Rate” for a Plan Year shall mean the Base Rate plus the Supplemental Rate for such Plan Year.
All references to “Preferred Rate” in the Plan are changed to refer to “Plan Rate.”
7. Section 1.31 (“Termination Benefit”") of the Plan is amended and restated in its entirety to read as follows:

1.31 “Termination Benefit” shall mean the Participant’s Account Balance payable in accordance with the
provisions of Article 5.

8. Section 1.34 (“Years of Plan Participation”) of the Plan is amended by changing the third sentence thereof to
read as follows:

For purposes of a Participant’s final Plan Year of participation only, a Participant shall be awarded a Year of
Plan Participation if, and only if, he or she has been credited with 1,000 hours of service (determined in
accordance with the rules set forth in Section 1.35, below) in such Plan Year.

9. Section 1.35 (“Years of Service”) is amended by changing the portion of the second sentence that precedes
the first comma to read as follows:

“For purposes of this Section 1.35 and Section 1.34 only . .. .”
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10. Article 1 ( Definitions ) of the Plan is amended by the addition of the following new Sections 1.36 and 1.37 to
read as follows:

1.36 “Discretionary Credit Account” shall mean the account maintained to record any Discretionary Credits
allocated to a Participant in accordance with Section 3.9 and any interest on the Discretionary Credits.

1.37 “Discretionary Credits” shall mean the amounts, if any, allocated to a Participant pursuant to
Section 3.9.

11. Article 3 ( Deferral Commitments/Interest Crediting ) of the Plan is amended by the addition of the following
new Section 3.9 to read as follows:

3.9 Discretionary Credits . With the approval of the Human Resources Committee of the Company’s Board
of Directors, an Employer may award Discretionary Credits to a Participant at any time during a Plan Year
in such amounts and subject to such terms and conditions (including, but not limited to, vesting provisions,
interest crediting provisions, and distribution provisions) as the Employer deems appropriate. The Human
Resources Committee may delegate its power to approve the award of Discretionary Credits to the
Company’s Chief Executive Officer, subject to such restrictions or limitations as the Human Resources
Committee deems to be appropriate or as may be required by applicable law. The award of the
Discretionary Credits must be in writing, signed by the Company’s Chief Executive Officer (unless the
Discretionary Credits are awarded to the Company’s Chief Executive Officer, in which case the award must
be signed by the Company’s General Counsel), and delivered to the Participant.

12. Section 5.1(b) ( Payment of Termination Benefit — Automatic Distribution of Termination Benefits ) of the
Plan is amended and restated in its entirety to read as follows:

(b) Automatic Distribution of Termination Benefits . Notwithstanding any provision of this Section 5.1 to the
contrary, if, upon a Participant’s Separation from Service, his or her Account Balance, as determined
pursuant to Section 5.1, and the Participant’s Discretionary Credit Account, if any, when added to his or her
Retirement Account Balance Benefit under the Pinnacle West Capital Corporation Supplemental Excess
Benefit Retirement Plan of 2005, does not exceed the amount specified in Code Section 402(g) for the
calendar year in which such Separation from Service occurs, the Participant’'s Termination Benefit shall be
distributed in a lump sum within thirty (30) days following his or her Separation from Service.
Notwithstanding the foregoing, payment of the Termination Benefit shall not be made prior to the date which
is six (6) months after the date of a Participant’s Separation from Service in the case of a Participant who is
determined to be a Specified Employee.
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13. Article 5 ( Payment of Benefits ) of the Plan is amended by the addition of the following new Section 5.3 to
read as follows:

5.3 Payment of Discretionary Credits . Payment of a Participant’s Discretionary Credit Account shall be at
the time and in the manner provided in the written award of the Discretionary Credits. If the written award
does not specify the time and manner of payment of the Discretionary Credit Account, the Discretionary
Credit Account will be paid in a lump sum within thirty (30) days after the Participant’s Separation from
Service. Payment of the Discretionary Credit Account shall not be made or commence prior to the date
which is six (6) months after the date of a Participant’s Separation from Service in the case of a Participant
who is determined to be a Specified Employee. Unless the written award provides otherwise, if a Participant
dies prior to his or her Separation from Service, the Discretionary Credit Account will be paid in a lump sum
at the time specified in Section 5.2(a) of the Plan.

14. Section 9.1 ( Termination ) of the Plan is amended and restated in its entirety to read as follows:

9.1 Termination . Subject to the requirements of Section 409A of the Code, each Employer reserves the
right to terminate the Plan at any time with respect to Participants whose services are retained by that
Employer. Upon the termination of the Plan in accordance with the requirements of Section 409A of the
Code, a Participant’s Account Balance and Discretionary Credit Account, if any, shall be paid out in
accordance with the regulations issued under Section 409A of the Code. The termination of the Plan shall
not adversely affect any Participant or Beneficiary who has become entitled to the payment of any benefits
under the Plan as of the date of termination.

IN WITNESS WHEREOF, Pinnacle West Capital Corporation has caused this First Amendment to be executed
as of this 22 day of December 2009.

PINNACLE WEST CAPITAL CORPORATION

By: /s/ Donald E. Brandt
Its: Chairman of the Board, President & CEO PNW
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Description of 2010 Palo Verde Specific Compensa@pportunity for Randall K. Edington

Consistent with the offer letter between the Comypand Mr. Edington, dated December 20, 2006, then@my adopted tl
2010 Palo Verde Specific Compensation Opportuhty. Edington has the opportunity to receive up ®2%000 upon tt
achievement of specified Palo Verde Nuclear Geimgr&tation operational and performance metrics.
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KEY EXECUTIVE EMPLOYMENT AND SEVERANCE AGREEMENT

THIS AGREEMENT, made and entered into as of the day of , 2009 (the “Effective
Date”), by and between Pinnacle West Capital Corporation, an Arizona corporation (hereinafter referred to as the
“Company”) and (hereinafter referred to as the “Executive”):

WITNESSETH

WHEREAS, the Executive is employed by the Company, in an executive capacity, possesses intimate
knowledge of the business and affairs of the Company, and has acquired certain confidential information and data
with respect to the Company;

WHEREAS, the Company desires to insure, insofar as possible, that the Company will continue to have the
benefit of the Executive’s services and to protect the confidential information and goodwill of the Company; and

WHEREAS, the Company recognizes that circumstances may arise in which a change in the control of the
Company or Arizona Public Service Company, a subsidiary of the Company, through acquisition or otherwise occurs
thereby causing uncertainty of employment without regard to the Executive’s competence or past contributions which
uncertainty may result in the loss of valuable services of the Executive to the detriment of the Company and its
shareholders, and the Company and the Executive wish to provide reasonable security to the Executive against
changes in the Executive’s relationship with the Company in the event of any such change in control; and

WHEREAS, both the Company and the Executive are desirous that a proposal for any change of control or
acquisition will be considered by the Executive objectively and with reference only to the business interests of the
Company and its shareholders;

WHEREAS, the Executive will be in a better position to consider the best interests of the Company if the
Executive is afforded reasonable security, as provided in this Agreement, against altered conditions of employment
which could result from any such change in control or acquisition; and

NOW, THEREFORE, in consideration of the foregoing and of the mutual covenants and agreements
hereinafter set forth, the parties hereto mutually covenant and agree as follows:

1. Definitions.
(a) “Accrued Benefits” shall mean the benefits payable to the Executive as described in Section 6(a).

(b) “Act” shall mean the Securities Exchange Act of 1934.
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(c) “Affiliate” shall mean (i) a corporation other than the Company that is a member of a “controlled group of
corporations” (within the meaning of Section 414(b) of the Code as modified by Section 415(h) of the Code) or
(i) a group of trades or businesses under common control (within the meaning of Section 414(c) of the Code as
modified by Section 415(h) of the Code) that also includes the Company as a member. For purposes of
determining whether a transaction or event constitutes a Change of Control within the meaning of Section 1(g),
“Affiliate” status shall be determined on the day immediately preceding the date of the transaction or event.

(d) “APS” shall mean Arizona Public Service Company, a subsidiary of the Company.

(e) “Beneficial Owner” shall have the same meaning as given to that term in Rule 13d-3 of the General
Rules and Regulations of the Act, provided that any pledgee of the voting securities of the Company or APS
shall not be deemed to be the Beneficial Owner thereof prior to its disposition of, or acquisition of voting rights
with respect to, such securities.

(f) “Cause” shall be limited to (i) the engaging by the Executive in conduct which has caused demonstrable
and serious injury to the Employer, monetary or otherwise, as evidenced by a determination in a binding and
final judgment, order or decree of a court or administrative agency of competent jurisdiction, in effect after
exhaustion or lapse of all rights of appeal, in an action, suit or proceeding, whether civil, criminal, administrative
or investigative, other than an action, suit or proceeding, brought by the Company or an Affiliate, the purpose of
which is to establish “Cause” under this Agreement; (ii) conviction of a felony, as evidenced by a binding and
final judgment, order or decree of a court of competent jurisdiction, in effect after exhaustion or lapse of all rights
of appeal, which the Employer determines has a significant adverse impact on it in the conduct of its business;
or (iii) unreasonable neglect or refusal by the Executive to perform the Executive’s duties or responsibilities
(unless significantly changed without the Executive’s consent).

(g) “Change of Control” shall mean one (1) or more of the following events:

(i) Any Person, other than an Affiliate, through a transaction or series of transactions, is or becomes
the Beneficial Owner, directly or indirectly, of securities of the Company or APS representing twenty percent
(20%) or more of the combined voting power of the then outstanding securities of the Company or APS, as
the case may be; provided , however , that, for purposes of this Section 1(g), any acquisition directly from
the Company shall not constitute a Change of Control,
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(i) A merger or consolidation of (A) the Company with any other corporation which would result in the
voting securities of the Company outstanding immediately prior to such merger or consolidation continuing
to represent (either by remaining outstanding or by being converted into voting securities of the surviving
entity or any parent thereof), in combination with the ownership of any trustee or other fiduciary holding
securities under an employee benefit plan of the Company or an Affiliate, less than sixty percent (60%) of
the combined voting power of the securities of the Company or such surviving entity or any parent thereof
outstanding immediately after such merger or consolidation, or (B) APS with any other corporation which
would result in the voting securities of APS outstanding immediately prior to such merger or consolidation
continuing to represent (either by remaining outstanding or by being converted into voting securities of the
surviving entity or any parent thereof), in combination with the ownership of any trustee or other fiduciary
holding securities under an employee benefit plan of the Company or an Affiliate, less than sixty percent
(60%) of the combined voting power of the securities of APS or such surviving entity or any parent thereof
outstanding immediately after such merger or consolidation; provided that, for purposes of this
subparagraph (ii), a merger or consolidation effected to implement a recapitalization of the Company or of
APS (or similar transaction) in which no Person is or becomes the Beneficial Owner, directly or indirectly, of
securities of the Company or of APS representing twenty percent (20%) or more of the combined voting
power of the then outstanding securities of the Company or of APS (excluding any securities acquired by
that Person directly from the Company or an Affiliate) shall not result in a Change of Control; or

(iii) The sale, transfer or other disposition of all or substantially all of the assets of either the Company
or APS to a Person other than the Company or an Affiliate

(iv) Individuals who, as of July 31, 2008, constitute the board of directors of the Company (the
“Company Incumbent Board”) or of APS (the “APS Incumbent Board”) cease for any reason to constitute at
least two-thirds (2/3) of the members of the Company or APS board of directors, as the case may be;
provided, however, that for purposes of this subparagraph (iv), (A)(1) any person becoming a member of
the Company board of directors after July 31, 2008 whose election, or nomination for election by the
Company’s shareholders, was approved by a vote of at least two-thirds (2/3) of the members then
comprising the Company Incumbent Board will be, considered as though such person were a member of
the Company Incumbent Board and (2) the Company Incumbent Board shall not include a director whose
initial assumption of office as a director was in connection with an actual or threatened election contest
relating to the election of directors, and (B)(1) any person becoming a member of the APS board of
directors after July 31, 2008 whose election, or nomination for election by APS’ shareholder(s), was
approved by a vote of at least two-thirds (2/3) of the members then comprising the APS Incumbent Board or
by the Company, as a majority shareholder of APS, considered as though such person were a member of
the APS Incumbent Board and (2) the APS Incumbent Board shall not include a director whose initial
assumption of office as a director was in connection with an actual or threatened election contest relating to
the election of directors.
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(h) “Code” shall mean the Internal Revenue Code of 1986, as amended from time to time.

(i) “Disability” shall have the same meaning as given to that term in the applicable long-term disability plan
maintained by the company or the Employer for employees.

()) “Employer” shall mean the Company, and upon the transfer of the Executive to an Affiliate, “Employer”
shall mean such Affiliate.

(k) “Employment Period” shall mean the period commencing on the date of a Change of Control and ending
on the second anniversary of such date.

() “Excise Tax” shall mean the excise tax imposed by Section 4999 of the Code, together with any interest
or penalties imposed with respect to such excise tax.

(m) “Good Reason” shall mean:
(i) A material diminution in the Executive’s compensation;
(ii) A material diminution in the Executive’s authority, duties, or responsibilities;

(iii) A material diminution in the authority, duties, or responsibilities of the supervisor to whom the
Executive is required to report, including a requirement that the Executive report to a corporate officer or
employee instead of reporting directly to the Board;

(iv) A material diminution in the budget over which the Executive retains authority;
(v) A material change in the geographic location at which the Executive must perform the service;
(vi) Any other action or inaction that constitutes a material breach by the Company of the Agreement.

(n) A “Payment” shall mean any payment or distribution in the nature of compensation (within the meaning
of Section 280G(b)(2) of the Code) to or for the benefit of the Executive, whether paid or payable pursuant to
this Agreement or otherwise.
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(o) “Person” shall mean any individual, partnership, joint venture, association, trust, corporation or other
entity (including a “group” as defined in Section 13(d)(3) of the Act), other than an employee benefit plan of the
Company or an Affiliate or an entity organized, appointed or established pursuant to the terms of any such
benefit plan.

(p) “Termination Date” shall mean, except as otherwise provided in Section 12, (i) the Executive’s date of
death; (ii) the date of the Executive’s voluntary early retirement as agreed upon in writing by the Employer and
the Executive; (iii) sixty (60) days after the delivery of the Notice of Termination terminating the Executive’s
employment on account of Disability pursuant to Section 9, unless the Executive returns full-time to the
performance of his or her duties prior to the expiration of such period; (iv) the date of the Notice of Termination if
the Executive’s employment is terminated by the Executive voluntarily other than for Good Reason; and (v) sixty
(60) days after the delivery of the Notice of Termination if the Executive’s employment is terminated by the
Employer (other than by reason of Disability) or by the Executive for Good Reason.

(q) “Termination Payment” shall mean the amount described in Section 6(b).

2. Impact on Employment . The Employer and the Executive shall retain the right to terminate the
employment of the Executive at any time and for any reason prior to a Change of Control. If a Change of Control
occurs when the Executive is employed by the Employer, the Employer will continue thereafter to employ the
Executive during the Employment Period.

3. Duties . During the Employment Period, the Executive shall, in the same capacities and positions held
by the Executive at the time of such Change of Control or in such other capacities and positions as may be agreed to
by the Employer and the Executive in writing, devote the Executive’s reasonable best efforts, attention and skill to the
business and affairs of the Company, as such business and affairs now exist and as they may hereafter be
conducted. The services which are to be performed by the Executive hereunder are to be rendered at an
employment location which is not more than seventy-five (75) miles from the Executive’s employment location on the
date of the Change of Control, or in such other place or places as shall be mutually agreed upon in writing by the
Executive and the Employer from time to time. The Executive shall not be required to be absent from such
employment location for more than forty-five (45) consecutive days in any fiscal year without the Executive’s consent.

4. Compensation . During the Employment Period, the Executive shall be compensated as follows:
(a) The Executive shall receive, at such intervals and in accordance with such standard policies as may be

in effect on the date of the Change of Control, an annual salary not less than the Executive’'s annual salary as in
effect as of the date of the Change of Control, subject to adjustment as provided in Section 5;
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(b) The Executive shall be reimbursed, at such intervals and in accordance with such standard policies as
may be in effect on the date of the Change of Control, for any and all monies advanced in connection with the
Executive’s employment for reasonable and necessary expenses incurred by the Executive on behalf of the
Employer, including travel expenses;

(c) The Executive shall be included to the extent eligible thereunder in any and all plans providing general
benefits for the Employer’'s employees, including but not limited to, group life insurance, disability, medical,
dental, pension, profit sharing, savings and stock bonus plans and be provided any and all other benefits and
perquisites made available to other employees of comparable status and position, on the same terms and
conditions as generally provided to employees of comparable status and position;

(d) The Executive shall receive annually not less than the amount of paid vacation and not fewer than the
number of paid holidays received annually immediately prior to the Change of Control or such greater amount of
paid vacation and number of paid holidays as may be made available annually to other employees of
comparable status and position with the Employer; and

(e) The Executive shall be included in all plans providing special benefits to corporate officers, including but
not limited to bonus, deferred compensation, incentive compensation, supplemental pension, stock option, stock
appreciation, stock bonus and similar or comparable plans extended by the Company or the Employer from time
to time to corporate officers, key employees and other employees of comparable status.

5. Annual Compensation Adjustments . During the Employment Period, the Board of Directors of the
Employer, an appropriate committee of the Board or the President of the Employer, whichever is appropriate, shall
consider and appraise, at least annually, the Executive’s compensation. In determining such compensation, the
Board, the appropriate committee thereof or the President, whichever is appropriate, shall consider the
commensurate increases given to other corporate officers and key employees generally, the scope and success of
the Employer’s operations, the expansion of the Executive’s duties and the Executive’s performance of his duties.

6. Payments Upon Termination .

(a) Accrued Benefits . For purposes of this Agreement, the Executive’'s Accrued Benefits shall include the
following amounts: (i) all salary earned or accrued through the Termination Date; (ii) reimbursement for any and
all monies advanced in connection with the Executive’s employment for reasonable and necessary expenses
incurred by the Executive through the Termination Date; (iii) a lump sum payment of the bonus or incentive
compensation otherwise payable to the Executive under the terms of any bonus or incentive compensation plan
or plans for the year in which termination occurs; and (iv) all other payments and benefits to which the Executive
may be entitled under the terms of any benefit plan of the Company or the Employer. Payment of Accrued
Benefits shall be made promptly in accordance with the Employer’s prevailing practice and the terms of any
applicable benefit plans, contracts or arrangements.
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(b) Termination Payment . For purposes of this Agreement, the Executive’s Termination Payment shall be
an amount equal to (i) plus (ii), multiplied by (iii), where

() Equals the Executive’s rate of annual salary, as in effect on the date of the Change of Control and
as increased thereafter from time to time pursuant to Section 5;

(ii) Equals the amount of the average annual dollar award paid (or payable but deferred by the
Executive) to the Executive pursuant to the Employer’s regular annual bonus plan or arrangement with
respect to the four (4) years (or for such lesser number of years prior for which the Executive was eligible to
earn such a bonus, and annualized in the case of any bonus earned and payable for a partial fiscal year)
preceding the Termination Date which shall be determined by dividing the total dollar amount paid (or
payable but deferred by the Executive) to the Executive under such plan or arrangement with respect to
such number of years by four (4) (or for such lesser number of years prior to which the Executive was
eligible to earn such a bonus, and annualized in the case of any bonus earned and payable for a partial
fiscal year); and

(iii) Equals 2.99.

The Termination Payment shall be payable in a lump sum on the Executive’s Termination Date. Such lump
sum payment shall not be reduced by any present value or similar factor. The Executive shall not be required to
mitigate the amount of such payment by securing other employment or otherwise and such payment shall not be
reduced by reason of the Executive securing other employment or for any other reason, except as provided in
Section 16.

7. Death . If the Executive shall die during the Employment Period, but after delivery of a Notice of
Termination by the Company for reasons other than Cause or Disability or by the Executive for Good Reason, the
Executive’s employment shall terminate on his or her date of death and the Executive’s estate shall be entitled to
receive the Executive’s Accrued Benefits as of the Termination Date and, subject to the provisions of this Agreement,
to such Termination Payment as the Executive would have been entitled to had the Executive survived. All benefits
payable on account of the Executive’s employment or death under the Company’s or Employer’'s employee benefits
plans, programs or arrangements shall be paid or distributed in accordance with the terms of such plans, programs
or arrangements. The Executive’s death following delivery of the Notice of Termination shall not affect his or her
Termination Date which shall be determined without regard to the Executive’s death, subject to the provisions of
Section 12.
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If the Executive shall die during the Employment Period, but prior to the delivery of a Notice of Termination,
the Executive’'s employment shall terminate and the Executive’s estate, heirs and beneficiaries shall receive all the
Executive’s Accrued Benefits through the Termination Date and all benefits available to them under the Company’s
benefit plans as in effect on the Termination Date on account of the Executive’s death.

8. Retirement . If, during the Employment Period, the Executive and the Employer shall execute an
agreement providing for the voluntary retirement of the Executive from the Employer, the Executive shall receive only
his or her Accrued Benefits through the Termination Date. Without limiting the generality of the foregoing, the
Executive’s resignation under this Agreement with or without Good Reason, shall in no way affect the Executive’s
ability to terminate employment by reason of the Executive’s “retirement” under any of the Company’s retirement or
pension plans or to be eligible to receive benefits under any retirement or pension plan of the Company and its
affiliates or substitute plans adopted by the Company or its successors, and any termination which otherwise
qualifies as Good Reason shall be treated as such even if it is also a “retirement” for purposes of any such plan.

9. Termination for Disability . If the Executive has been absent from his or her duties hereunder on a full-
time basis for five (5) consecutive months during the Employment Period on account of a Disability, the Employer
may provide a Notice of Termination, which satisfies the requirements of Section 12, and the Executive’s
employment shall, for purposes of this Agreement, terminate sixty (60) days thereafter, unless the Executive returns
to the performance of his or her duties on a full-time basis prior to the end of the sixty (60) day period. During the
term of the Executive’s Disability prior to his or her Termination Date, the Executive shall continue to participate in all
compensation and benefit plans, programs and arrangements in which the Executive was entitled to participate
immediately prior to his or her Disability in accordance with the terms and provisions of such plans, programs and
arrangements. If the Executive’s employment is terminated on account of the Executive’s Disability, the Executive
shall receive his or her Accrued Benefits in accordance with Section 6(a) hereof, provided that the Executive’s
termination for purposes of this Agreement under this Section 9 shall not affect his or her entitlement to benefits on
account of his or her Disability under any long-term disability programs of the Company or the Employer in effect at
the time of such termination and in which the Executive participated immediately prior to his or her Disability.

10. Termination Not Giving Rise to a Termination Payment . If, during the Employment Period, the
Executive’s employment is terminated for Cause, or if the Executive voluntarily terminates his or her employment
other than for Good Reason, subject to the procedures set forth in Section 12, the Executive shall be entitled to
receive only his or her Accrued Benefits in accordance with Section 6(a).
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11. Termination Giving Rise to a Termination Payment . If, during the Employment Period, the Executive’'s
employment is terminated by the Executive for Good Reason within two years following the event giving rise to Good
Reason or by the Employer other than by reason of death, Disability pursuant to Section 9 or Cause, subject to the
procedures set forth in Section 12,

(a) the Executive shall be entitled to receive and the Company or the Employer, as applicable, shall pay the
Executive’s Accrued Benefits in accordance with Section 6(a) and, in lieu of further salary payments for periods
following the Termination Date, as severance pay, a Termination Payment;

(b) the Executive and his eligible dependents shall continue to be covered until the end of the second
calendar year following the year in which the Termination Date occurs, under the same terms and conditions, by
the medical plan, dental plan and/or group life insurance plan maintained by the Company or the Employer
which covered that Executive and his eligible dependents prior to the Executive’s Termination Date.
Notwithstanding the foregoing, if the Company’s or Employer’s medical plan, dental plan and/or group life
insurance plan covering the Executive on his or her Termination Date was amended, replaced or terminated on
or after the Change of Control and such action would constitute Good Reason within the meaning of Section 1
(), the Executive and his or her eligible dependents shall be entitled to continued coverage for purposes of this
Section 11(b) under the terms of the medical plan, dental plan and/or group life insurance plan which they
participated in immediately prior to the Change of Control. If the affected plan is no longer available, the
Company shall make arrangements to provide equivalent coverage to the Executive and his or her eligible
dependents. For this purpose, “equivalent coverage” shall mean medical, dental and/or life insurance coverage,
which, when added to the coverage provided to the Executive and his or her eligible dependents under the
Company'’s or Employer’s medical plan, dental plan and/or group life insurance plan in effect on the Executive’'s
Termination Date, equals or exceeds the level of benefits provided under the medical plan, dental plan and/or
group life insurance plan to the Executive and his or her eligible dependents on the day immediately preceding
the Change of Control. The Executive and the Employer shall share the cost of the continued coverage under
this Section 11(b) in the same proportions as the Employer and similarly situated active employees shared the
cost of such coverage on the day preceding the Executive’s Termination Date. For purposes of satisfying the
Company’s or Employer’s obligation under the Consolidated Omnibus Budget Reconciliation Act (“COBRA”) to
continue group health care coverage to the Executive and his eligible dependents as a result of the Executive’'s
termination of employment, the period during which the Executive is permitted to continue to participate in the
Company'’s or Employer’s medical plans and/or dental plans under this Section 11(b) shall not be taken into
account and treated as part of the period during which the Executive and his eligible dependents are entitled to
continued coverage under the Company’s or Employer’s group health plans under COBRA. Following the end of
the continuation period specified in this Section 11(b), the Executive and his eligible dependents shall be
covered under such plans and arrangements only as required under the provisions of COBRA,;
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(c) the Executive’s termination shall be treated as a “Normal Termination” as defined in the Pinnacle West
Capital Corporation Stock Option and Incentive Plan, as amended from time to time, the Pinnacle West Capital
Corporation 2002 Long-Term Incentive Plan, the Pinnacle West Capital Corporation 2007 Long-Term Incentive
Plan, or any successor plan thereto, which shall entitle the Executive to exercise any outstanding stock options
during the three (3) month period beginning on the Executive’s Termination Date, and any restrictions remaining
on any “Restricted Stock” (as defined in such plan) awarded to the Executive shall lapse on his or her
Termination Date; and

(d) “out-placement” services will be provided by the Company to the Executive for a period beginning on the
Executive’s Termination Date. Such services shall be provided for a period beginning on the Executive’'s
Termination Date and ending on the earlier of the date on which the Executive becomes employed in a position
commensurate with his or her current salary and responsibilities or the last day of the twelve (12) month period
which began on the Executive’s Termination Date. The “out-placement” services shall be provided by an out-
placement company selected by the Company.

12. Termination Notice and Procedure . Any termination by the Employer or the Executive of the
Executive’s employment during the Employment Period shall be communicated by written Notice of Termination to
the Executive if such Notice is delivered by the Company and to the Company if such Notice is delivered by the
Executive, all in accordance with the following procedures:

(a) The Notice of Termination shall indicate the specific termination provision in this Agreement relied upon
and shall set forth in reasonable detail the facts and circumstances alleged to provide a basis for termination.

(b) Any Notice of Termination by the Company shall be approved by a resolution duly adopted by a majority
of the members of the Company’s board of directors then in office.

(c) If the Company shall give a Notice of Termination for Cause or by reason of Disability and the Executive
in good faith notifies the Company that a dispute exists concerning such termination within the fifteen (15) day
period following the Executive’s receipt of such notice, the Executive may elect to continue his or her
employment during such dispute. If it is thereafter determined that (i) the reason given by the Company for
termination did exist, the Executive’s Termination Date shall be the earlier of (A) the date on which the dispute is
finally determined, either by mutual written agreement of the parties or pursuant to Section 14, (B) the date of
the Company’s Notice of Termination for Cause, (C) the date of the Executive’s death, or (D) one day prior to
the end of the Employment Period, and the Executive shall not be entitled to a Termination Payment based on
events occurring after the Company delivered its Notice of Termination; or (ii) the reason given by the Company
for termination did not exist, the employment of the Executive shall continue as if the Company had not
delivered its Notice of Termination and there shall be no Termination Date arising out of such notice.
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(d) The Executive must provide the Company with written notice of Good Reason within a period not to
exceed 90 days of the initial existence of the condition alleged to give rise to Good Reason, upon the notice of
which the Company shall have a period of 30 days during which it may remedy the condition. If the Executive
shall in good faith give a Notice of Termination for Good Reason and the Company natifies the Executive that a
dispute exists concerning the termination within the fifteen (15) day period following the Company’s receipt of
such naotice, the Executive may elect to continue his or her employment during such dispute. If it is thereafter
determined that (i) Good Reason did exist, the Executive’s Termination Date shall be the earlier of (A) the date
on which the dispute is finally determined, either by mutual written agreement of the parties or pursuant to
Section 14, (B) the date of the Executive’s death, or (C) one day prior to the end of the Employment Period, and
the Executive’s Termination Payment shall reflect events occurring after the Executive delivered his or her
Notice of Termination; or (ii) Good Reason did not exist, the employment of the Executive shall continue after
such determination as if the Executive had not delivered the Notice of Termination asserting Good Reason.

(e) If the Executive does not elect to continue employment pending resolution of a dispute regarding a
Notice of Termination under Sections 12(c) and (d), and it is finally determined that the reason for termination
set forth in such Notice of Termination did not exist, if such notice was delivered by the Executive, the Executive
will be deemed to have voluntarily terminated his or her employment and if delivered by the Company, the
Company will be deemed to have terminated the Executive other than by reason of death, Disability or Cause.

13. Obligations of the Executive . The Executive covenants and agrees, during the Executive’s
employment with the Employer and following his or her Termination Date, to hold in strict confidence any and all
information in the Executive’s possession as a result of the Executive’'s employment with the Employer; provided that
nothing in this Agreement shall be construed as prohibiting the Executive from reporting any suspected instance of
illegal activity of any nature, any nuclear safety concern, any workplace safety concern or any public safety concern
to the United States Nuclear Regulatory Commission, United States Department of Labor or any federal or state
governmental agency or prohibiting the Executive from participating in any way in any state or federal administrative,
judicial or legislative proceeding or investigation with respect to any such claims and matters.
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14. Arbitration . All claims, disputes and other matters in question between the parties arising under this
Agreement, other than Section 13, shall be decided by arbitration in accordance with the commercial arbitration rules
of the American Arbitration Association, unless the parties mutually agree otherwise. Any arbitration required under
this Agreement shall be held in Phoenix, Arizona, unless the parties mutually agree otherwise. The Company shall
pay the costs of any such arbitration. The award by the arbitrator shall be final, and judgment may be entered upon it
in accordance with applicable law in any state or Federal court having jurisdiction thereof.

The Company shall not be required to arbitrate claims arising under Section 13. The Company shall have
the right to judicial enforcement of its rights under Section 13, including, but not limited to, injunctive relief.

15. Expenses and Interest . If, after a Change of Control a good faith dispute arises with respect to the
enforcement of the Executive’s rights under this Agreement or if any arbitration or legal proceeding shall be brought
in good faith to enforce or interpret any provision contained herein, or to recover damages for breach hereof and the
Executive is the prevailing party, the Executive shall recover from the Company any reasonable attorney’s fees and
necessary costs and disbursements incurred as a result of such dispute or legal proceeding, and prejudgment
interest on any money judgment obtained by the Executive calculated at the rate of interest announced by JP
Morgan Chase Bank N.A. (or any successor thereto) from time to time as its prime rate from the date that payments
to the Executive should have been made under this Agreement. Any payment due under this section will be made on
the fifth business day following the date the dispute is final.

16. Payment Obligations Absolute . The Company’s obligation during and after the Employment Period to
insure that the compensation and arrangements provided herein are provided to the Executive shall be absolute and
unconditional and shall not be affected by any circumstances, provided that the Company may apply amounts
payable under this Agreement to any loan or other debts then owed to the Company or an Affiliate by the Executive,
the terms of which are reflected in a written document signed by the Executive. Nothing in this Agreement shall
prevent or limit the Executive’s continuing or future participation in any plan, program, policy or practice provided by
the Company or its Affiliates and for which the Executive may qualify, nor shall anything herein limit or otherwise
affect such rights as the Executive may have under any other contract or agreement with the Company or its
Affiliates. Amounts that are vested benefits or that the Executive is otherwise entitled to receive under any plan,
policy, practice or program of or any other contract or agreement with the Company or its Affiliates at or subsequent
to the Termination Date shall be payable in accordance with such plan, policy, practice or program or contract or
agreement, except as explicitly modified by this Agreement. Notwithstanding the foregoing, the amounts payable
under this Agreement shall be in lieu of any amounts payable to the Executive under a separate severance plan,
agreement or arrangement established by the Company. All amounts payable by the Company under this Agreement
shall be paid without notice or demand. Each and every payment made under this Agreement by the Company shall
be final. Notwithstanding the foregoing, in the event that the Company has paid the Executive more than the amount
to which the Executive is entitled under this Agreement, the Company shall have the right to recover all or any part of
such overpayment from the Executive or from whomsoever has received such amount.
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17. Successors .

(a) If all or substantially all of the Company’s business and assets are sold, assigned or transferred to any
Person, or if the Company merges into or consolidates or otherwise combines with any Person which is a
continuing or successor entity, then the Company shall assign all of its right, title and interest in this Agreement
as of the date of such event to the Person which is either the acquiring or successor corporation, and such
Person shall assume and perform from and after the date of such assignment the terms, conditions and,
provisions imposed by this Agreement upon the Company. Failure of the Company to obtain such assignment
shall be a breach of this Agreement. In case of such assignment by the Company and of assumption and
agreement by such Person, all further rights as well as all other obligations of the Company under this
Agreement thenceforth shall cease and terminate and thereafter the expression “the Company” wherever used
herein shall be deemed to mean such Person(s).

(b) This Agreement and all rights of the Executive shall inure to the benefit of and be enforceable by the
Executive’s personal or legal representatives, estates, executors, administrators, heirs and beneficiaries. In the
event of the Executive’s death, all amounts payable to the Executive under this Agreement shall be paid to the
Executive’s estate. This Agreement shall inure to the benefit of, be binding upon and be enforceable by, any
successor, surviving or resulting corporation or other entity to which all or substantially all of the Company’s
business and assets shall be transferred whether by merger, consolidation, transfer or sale. This Agreement
shall not be terminated by the voluntary or involuntary dissolution of the Company.

18. Enforcement . The provisions of this Agreement shall be regarded as divisible, and if any of said
provisions or any part hereof are declared invalid or unenforceable by a court of competent jurisdiction, the validity
and enforceability of the remainder of such provisions or parts hereof and the applicability thereof shall not be
affected thereby.

19. Amendment or Termination . The term of this Agreement shall run until December 31, 2009, and shall
continue for additional one (1) year periods thereafter, unless the Company notifies the Executive in writing six
(6) months prior to December 31, 2009 (or the anniversary of that date in the event the Agreement continues beyond
that date pursuant to the provisions of this Section 19) that it does not intend to continue the Agreement.
Notwithstanding the foregoing, (i) if a Change of Control has occurred on or before the date on which the Agreement
would be terminated by the Company in accordance with this Section 19, the Agreement shall not terminate with
respect to that Change of Control until the end of the Employment Period, and (ii) this Agreement shall terminate if,
prior to a Change in Control, the Executive ceases to be employed by the Employer as a corporate officer.

This Agreement sets forth the entire agreement between the Executive and the Company with respect to
the subject matter hereof, and supersedes all prior oral or written negotiations, commitments, understandings and
writings with respect thereto.
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This Agreement may not be terminated, amended or modified during its term as specified above except by
written instrument executed by the Company and the Executive.

20. Withholding . The Company and the Employer shall be entitled to withhold from amounts to be paid to
the Executive under this Agreement any federal, state or local withholding or other taxes or charges which it is from
time to time required to withhold. The Company and the Employer shall be entitled to rely on an opinion of counsel if
any question as to the amount or requirement of any such withholding shall arise.

21. Venue; Governing Law . This Agreement and the Executive’s and Company’s respective rights and
obligations hereunder shall be governed by and construed in accordance with the laws of the State of Arizona. Any
action concerning this Agreement shall be brought in the Federal or state courts located in the County of Maricopa,
Arizona, and each party consents to the venue and jurisdiction of such courts.

22. Notice . Notices given pursuant to this Agreement shall be in writing and (a) if hand delivered, shall be
deemed given when delivered, and (b) if mailed, shall be deemed delivered when placed in the United States mail,
postage prepaid, addressed,

if to the Company, to

Board of Directors

Pinnacle West Capital Corporation
400 North Fifth Street

Phoenix, Arizona 85004

Attention: Law Department

or if to the Executive, to

or to such other addresses as the parties may provide written notice of to each other, from time to time, in
accordance with this Section 22.

23. Funding . Benefits payable under this Agreement shall constitute an unfunded general obligation of the
Company payable from its general assets, and the Company shall not be required to establish any special fund or
trust for purposes of paying benefits under this Agreement. The Executive shall not have any vested right to any
particular assets of the Company as a result of execution of this Agreement and shall be a general creditor of the
Company.
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24. No Waiver . No waiver by either party at any time of any breach by the other party of, or compliance
with, any condition or provision of this Agreement to be performed by the other party shall be deemed a waiver of
similar or dissimilar provisions or conditions at the same time or any prior or subsequent time.

25. Headings . The headings contained are for reference only and shall not affect the meaning or
interpretation of any provision of this Agreement.

26. Additional Payment . If a Change of Control occurs within three (3) years of the Effective Date (the
“Sunset Period”) and the Executive’s employment is terminated during the Employment Period that commences on
the occurrence of that Change of Control under circumstances that entitle the Executive to receive a Termination
Payment pursuant to Section 11, the Executive shall be entitled to receive the “Gross-Up Payment” provided by this
Section 26 if it is determined that any Payment would be subject to the Excise Tax.

(a) The Gross-Up Payment shall equal the amount necessary to assure that, after payment by the
Executive of all taxes (and any interest or penalties imposed with respect to such taxes), including, without
limitation, any income taxes (and any interest and penalties imposed with respect thereto) and Excise Tax
imposed upon the Gross-Up Payment, the Executive retains an amount of the Gross-Up Payment equal to the
Excise Tax imposed upon the Payments. The Company’s obligation to make Gross-Up Payments under this
Section 26 shall not be conditioned upon the Executive’s termination of employment.

(b) Subject to the remaining provisions of this Section 26, all determinations required to be made under this
Section 26, including whether and when a Gross-Up Payment is required, the amount of the Gross-Up Payment,

and the assumptions to be utilized in arriving at such determinations, shall be made by a nationally-recognized

accounting firm appointed by the Company prior to a Change of Control (the “Accounting Firm”). The Accounting

Firm shall provide detailed supporting calculations both to the Company and the Executive within 15 business
days of the receipt of notice from the Executive that there has been a Payment or such earlier time as is
requested by the Company. In the event that the Accounting Firm is serving as accountant or auditor for the
individual, entity or group effecting the Change of Control, the Executive may appoint another nationally
recognized accounting firm to make the determinations required hereunder (which accounting firm shall then be
referred to as the Accounting Firm hereunder). All fees and expenses of the Accounting Firm shall be borne

solely by the Company. Any Gross-Up Payment, as determined pursuant to this Section 26, shall be paid by the

Company to the Executive within 5 days of the receipt of the Accounting Firm’s determination, but in all events
by the last day of the calendar year following the calendar year in which the Executive remits the related taxes.

Any determination by the Accounting Firm relating to the Gross-Up Payment shall be binding upon the Company
and the Executive. As a result of the uncertainty in the application of Section 4999 of the Code, it is possible that

Gross-Up Payments that will not have been made by the Company should have been made (the
“Underpayment”), consistent with the calculations required to be made hereunder. In the event the Company
exhausts its remedies pursuant to Section 26(c) and the Executive thereafter is required to make a payment of
any Excise Tax, the Accounting Firm shall determine the amount of the Underpayment that has occurred and
any such Underpayment shall be promptly paid by the Company to or for the benefit of the Executive; but in no
event later than the last day of the calendar year following the calendar year in which the Executive remits the
related taxes.
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(c) The Executive shall notify the Company in writing of any claim by the Internal Revenue Service that, if
successful, would require the payment by the Company of the Gross-Up Payment. Such natification shall be
given as soon as practicable, but no later than 10 business days after the Executive is informed in writing of
such claim. The Executive shall apprise the Company of the nature of such claim and the date on which such
claim is requested to be paid. The Executive shall not pay such claim prior to the expiration of the 30-day period
following the date on which the Executive gives such notice to the Company (or such shorter period ending on
the date that any payment of taxes with respect to such claim is due). If the Company notifies the Executive in
writing prior to the expiration of such period that the Company desires to contest such claim, the Executive shall:

(i) give the Company any information reasonably requested by the Company relating to such claim,

(i) take such action in connection with contesting such claim as the Company shall reasonably request
in writing from time to time, including, without limitation, accepting legal representation with respect to such
claim by an attorney reasonably selected by the Company,

(iii) cooperate with the Company in good faith in order effectively to contest such claim, and
(iv) permit the Company to participate in any proceedings relating to such claim;

provided , however , that the Company shall bear and pay directly all costs and expenses (including
additional interest and penalties) incurred in connection with such contest, and shall indemnify and hold the
Executive harmless, on an after-tax basis, for any Excise Tax or income tax (including interest and penalties)
imposed as a result of such representation and payment of costs and expenses. Without limitation on the
foregoing provisions of this Section 26(c), the Company shall control all proceedings taken in connection with
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such contest, and, at its sole discretion, may pursue or forgo any and all administrative appeals, proceedings,
hearings and conferences with the applicable taxing authority in respect of such claim and may, at its sole
discretion, either pay the tax claimed to the appropriate taxing authority on behalf of the Executive and direct the
Executive to sue for a refund or contest the claim in any permissible manner, and the Executive agrees to
prosecute such contest to a determination before any administrative tribunal, in a court of initial jurisdiction and
in one or more appellate courts, as the Company shall determine; provided , however , that, if the Company
pays such claim and directs the Executive to sue for a refund, the Company shall indemnify and hold the
Executive harmless, on an after-tax basis, from any Excise Tax or income tax (including interest or penalties)
imposed with respect to such payment or with respect to any imputed income in connection with such payment;
and provided , further , that any extension of the statute of limitations relating to payment of taxes for the taxable
year of the Executive with respect to which such contested amount is claimed to be due is limited solely to such
contested amount. Furthermore, the Company’s control of the contest shall be limited to issues with respect to
which the Gross-Up Payment would be payable hereunder, and the Executive shall be entitled to settle or
contest, as the case may be, any other issue raised by the Internal Revenue Service or any other taxing
authority. In all events, any reimbursement of the Executive shall be made no later than the last day of the
calendar year following the calendar year in which the taxes that are subject to audit or litigation are remitted to
the taxing authority or, where as a result of such audit or litigation no taxes are remitted, the last day of the
calendar year following the calendar year in which the audit is completed or there is a final and nonappealable
settlement or other resolution of the litigation.

(d) If, after the receipt by the Executive of a Gross-Up Payment or payment by the Company of an amount
on the Executive’s behalf pursuant to Section 26(c), the Executive becomes entitled to receive any refund with
respect to the Excise Tax to which such Gross-Up Payment relates or with respect to such claim, the Executive
shall (subject to the Company’s complying with the requirements of this Section 26) promptly pay to the
Company the amount of such refund (together with any interest paid or credited thereon after taxes applicable
thereto). If, after payment by the Company of an amount on the Executive’s behalf pursuant to this Section 26, a
determination is made that the Executive shall not be entitled to any refund with respect to such claim and the
Company does not notify the Executive in writing of its intent to contest such denial of refund prior to the
expiration of 30 days after such determination, then the amount of such payment shall offset, to the extent
thereof, the amount of Gross-Up Payment required to be paid.

(e) Notwithstanding any other provision of this Section 26, the Company may, in its sole discretion, withhold

and pay over to the Internal Revenue Service or any other applicable taxing authority, for the benefit of the
Executive, all or any portion of any Gross-Up Payment, and the Executive hereby consents to such withholding.

-17 -




WPD-6
Screening Data Part 2 of 2
Page 1687 of 7002

27. Excise Taxes . If the Executive is not entitled to receive the Gross-Up Payment provided by Section 26
because the Change of Control did not occur during the Sunset Period or the Executive’s termination of employment
did not occur within the Employment Period, the Executive agrees that any Payments to which he is entitled will be
reduced to equal the maximum amount that may be paid to the Executive without triggering the application of the
Excise Tax. This amount is referred to below as the “Capped Benefit.” The limitations imposed on the Executive’'s
Payments by this Section 27 will not apply if the total Payments the Executive is entitled to receive minus the Excise
Taxes that will be due on the Executive’s total Payments exceeds the Capped Benefit. In such case, the Executive
shall be solely responsible to pay any Excise Taxes (and income or other taxes) that may be imposed on the
Executive with respect to the Payments.

(a) If the Executive is not entitled to receive a Gross-Up Payment pursuant to Section 26 and the Company
believes that the Executive will be subject to the limitations imposed on the Executive’'s Payments by this
Section 27, it will notify the Executive as soon as possible. The Company then will follow the procedures
described in Section 26(b) to engage an Accounting Firm to perform the necessary calculations.

(b) Until the Accounting Firm has completed its work, the Company will make Payments to the Executive, at
the times when such Payments become due, in the maximum amount that it believes may be paid without
exceeding such limitations. The balance, if any, then will be paid, if due, after the Accounting Firm completes the
necessary calculations.

(c) If the Accounting Firm concludes that the Executive’s Payments are subject to the limitations imposed
by this Section 27, the Executive’s Payments will be reduced to equal the Capped Benefit. In making such
reduction, the Company first will reduce the amount of the Executive’'s Payments under this Agreement and, if
necessary, any other Payments to which the Executive is entitled under any other arrangement that does not
constitute “non-qualified deferred compensation” that is subject to Section 409A of the Code. The Company will
reduce the amount of any Payments payable to the Executive that are subject to Section 409A of the Code only
to the extent reductions in addition to those described in the preceding sentence are necessary to reduce the
total Payments to equal the Capped Benefit. If reduction of any Payments which are subject to Section 409A of
the Code becomes necessary to limit the total Payments to the Capped Benefit, the Company first will reduce
the non-equity based Payments proportionally in the ratio in which each such non-equity based Payment bears
to all of the non-equity based Payments. To the extent additional reductions are necessary, the Company will
reduce the equity based Payments proportionally in the ratio in which each such equity based Payment bears to
all of such equity based Payments.
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(d) The Accounting Firm’s determinations shall be set forth in writing and shall include detailed supporting
calculations. The Accounting Firm’s determinations shall be binding on the Executive and the Company. If the
Internal Revenue Service finally and conclusively determines that the Capped Benefit is less than the amount
calculated by the Accounting Firm, the Capped Benefit will be recalculated by the Accounting Firm in a manner
consistent with the determination of the Internal Revenue Service. Any payment made to the Executive in
excess of the amount actually due then will be repaid by the Executive to the Company. If the Internal Revenue
Service finally and conclusively determines that the actual Capped Benefit exceeds the amount calculated by
the Accounting Firm, the Company shall pay the Executive any shortage (including any taxes, interest and
penalties) so that the Executive will have received or be entitled to receive the maximum amount to which the
Executive is entitled under this Agreement.

IN WITNESS WHEREOF, the Company has caused this Agreement to be executed by its duly authorized
officer, and the Executive has executed this Agreement, on the date and year first above written.

PINNACLE WEST CAPITAL CORPORATION

By:
Its

ATTEST:

By:
Its

Executive
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Summary of 2010 Incentive Plans

On December 15, 2009, the Human Resources Comnfitiee’Committee”)approved the Pinnacle West 2010 Ani
Incentive Award Plan (the “PNW Planihich provides an incentive award opportunity farald E. Brandt, the Chairman
the Board and Chief Executive Officer of Pinnacledtand Arizona Public Service Company (“AP®h December 16, 20(
the Board of Directors of Pinnacle West, actingtb@ recommendation of the Committee, approved tR& 2010 Annu;
Incentive Award Plan (the “APS Plan”) and the 2@&I®S Palo Verde Employee Incentive Plan (the “Padode Plan”)which
provide incentive award opportunities for Pinnatleest and APS employees, including the followingarhed executi
officers” from the 2009 Proxy Statement: James R. Hatfielhi@® Vice President, Chief Financial Officer antedsure
Randall K. Edington, Executive Vice President artde€ Nuclear Officer of APS; and Steven M. WheelExecutive Vic
President, Customer Service and Regulation, of AR®. PNW Plan, the APS Plan, and the Palo Verde Ria referred
collectively herein as the “2010 Plans.”

No incentive payments will be awarded under the02Blans unless Pinnacle West, with respect to van&t, and AP
with respect to Messrs. Hatfield, Wheeler and Edingachieves a specified threshold earnings lIéMeé Committee me
evaluate the impacts of unusual or nonrecurringsadjents to earnings in determining whether angiegs level has been n
for purposes of the 2010 Plans, and the impacanpfale or disposal of assets will be excludegtwposes of the PNW Plan.

The award opportunity for Mr. Brandt under the PNAEin is based on the achievement of specified Zidfacle We:
earnings levels. The award achieved may be furtgusted by the Committee based upon its evaluaifolr. Brandtks
individual performance. Mr. Brandt has an awardapmity of up to 50% of his base salary if theestrold earnings level
met, up to 100% of his base salary if a targetiagalevel is met, and up to 150% of his base gafas maximum earning
level is met, before adjustment for individual penfiance. In considering Mr. Bransltindividual performance, the Commit
may take into account factors such as shareholeeyfinancial strength, operating performanceettgoment and executi
of corporate strategy and safety.

The award opportunities for Messrs. Hatfield andealar under the APS Plan are based on the achiewehspecifiel
2010 APS earnings levels and specified businedspeniormance goals. The awards achieved may lhkefuadjusted by tl
Committee, with input from the Chief Executive @#t, based upon its evaluation of each offeendividual performanc
Each officer has a target award opportunity ofap@% of his base salary. He may earn less thatatget amount or more,
to a maximum award opportunity of up to 100% of hése salary, depending on the achievement ofaimeéngs and busine
unit performance goals separately or in combinateomd before adjustment for individual performan€le business ui
performance measures that will be considered forHatfield and Mr. Wheeler are derived from AH®e critical areas ¢
focus as provided in its Strategic Framework: amslis and communities, employees, environmentalastiship, operation
excellence and shareholder value. In considerirdp @fficer’s individual performance, with input from the Chiekecutive
Officer, the Committee may take into account fagteuch as effective cost and financial managemd?, financial strengtt
operational performance, customer service, regylamcesses and safety.

The award opportunity for Mr. Edington under thdoPderde Plan is based on the achievement of dpdc#010 AP:
earnings levels and specified business unit pedaga goals. Mr. Edington has an award opporturfibs&t of his base sale
up to 100% of his base salary depending on theeaehient of the earnings and business unit perfaengoals separately or
combination. The business unit performance indisatbat will be considered for Mr. Edington arethe areas of safe
employee performance, achievement of operationaricaefor the Palo Verde Nuclear Generating Statiparformanc
improvement in key areas, and cost management.

In no event may any individual award under the PRMh or the APS Plan exceed 200% of the targetuyidguel.





