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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K
(Mark One)
b ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2010
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission Registrants; State of Incorporation; IRS Employer
File Number Addresses; and Telephone Number Identification No.
1-8962 PINNACLE WEST CAPITAL CORPORATION 86-0512431

(An Arizona corporation)
400 North Fifth Street, P.O. Box 53999
Phoenix, Arizona 85072-3999
(602) 250-1000
1-4473 ARIZONA PUBLIC SERVICE COMPANY 86-0011170

(An Arizona corporation)
400 North Fifth Street, P.O. Box 53999
Phoenix, Arizona 85072-3999
(602) 250-1000

Securities registered pursuant to Section 12(b) of the Act:

Title Of Each Class Name Of Each Exchange On Which Registered
PINNACLE WEST CAPITAL Common Stock, New York Stock Exchange
CORPORATION No Par Value
ARIZONA PUBLIC SERVICE None None

COMPANY

Securities registered pursuant to Section 12(g) of the Act:

ARIZONA PUBLIC SERVICE COMPANY Common Stock, Par Value $2.50 per share

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
PINNACLE WEST CAPITAL CORPORATION Yes p No o

ARIZONA PUBLIC SERVICE COMPANY Yes p No o

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.
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PINNACLE WEST CAPITAL CORPORATION Yes o No p

ARIZONA PUBLIC SERVICE COMPANY Yes o No p

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

PINNACLE WEST CAPITAL CORPORATION Yes p No o

ARIZONA PUBLIC SERVICE COMPANY Yes p No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).

PINNACLE WEST CAPITAL CORPORATION Yes p No o

ARIZONA PUBLIC SERVICE COMPANY Yes o No o

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained

herein, and will not be contained, to the best of registrant s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or in any amendment to this Form 10-K. p

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,

or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

PINNACLE WEST CAPITAL CORPORATION

Large accelerated filer p Accelerated filer o Non-accelerated filer o Smaller reporting
company o
(Do not check if a smaller
reporting company)
ARIZONA PUBLIC SERVICE COMPANY

Large accelerated filer o Accelerated filer o Non-accelerated filer p Smaller reporting
company o
(Do not check if a smaller
reporting company)
Indicate by check mark whether each registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes o No p
State the aggregate market value of the voting and non-voting common equity held by non-affiliates, computed by
reference to the price at which the common equity was last sold, or the average bid and asked price of such common
equity, as of the last business day of each registrant s most recently completed second fiscal quarter:

PINNACLE WEST CAPITAL CORPORATION $3,935,855,234 as of June 30, 2010
ARIZONA PUBLIC SERVICE COMPANY $0 as of June 30, 2010
The number of shares outstanding of each registrant s common stock as of February 15, 2011

PINNACLE WEST CAPITAL 108,780,623 shares

CORPORATION

ARIZONA PUBLIC SERVICE COMPANY Common Stock, $2.50 par value, 71,264,947 shares. Pinnacle West
Capital Corporation is the sole holder of Arizona Public Service
Company s Common Stock.

DOCUMENTS INCORPORATED BY REFERENCE
Portions of Pinnacle West Capital Corporation s definitive Proxy Statement relating to its Annual Meeting of
Shareholders to be held on May 18, 2011 are incorporated by reference into Part III hereof.

Table of Contents 3



Edgar Filing: ARIZONA PUBLIC SERVICE CO - Form 10-K

Arizona Public Service Company meets the conditions set forth in General Instruction I(1)(a) and (b) of Form
10-K and is therefore filing this form with the reduced disclosure format allowed under that General
Instruction.
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GLOSSARY OF NAMES AND TECHNICAL TERMS

ACC Arizona Corporation Commission

ADEQ Arizona Department of Environmental Quality

AFUDC Allowance for Funds Used During Construction

ANPP Arizona Nuclear Power Project, also known as Palo Verde

APS Arizona Public Service Company, a subsidiary of the Company

APSES APS Energy Services Company, Inc., a subsidiary of the Company

Base Fuel Rate The portion of APS s retail base rates attributable to fuel and purchased power costs
Cholla Cholla Power Plant

DOE United States Department of Energy

El Dorado El Dorado Investment Company, a subsidiary of the Company

EPA United States Environmental Protection Agency

FASB Financial Accounting Standards Board

FERC United States Federal Energy Regulatory Commission

Four Corners Four Corners Power Plant

GWh Gigawatt-hour, one billion watts per hour

IFRS International Financial Reporting Standards

kV Kilovolt, one thousand volts

kWh Kilowatt-hour, one thousand watts per hour

MMBtu One million British Thermal Units

MW Megawatt, one million watts

Native Load Retail and wholesale sales supplied under traditional cost-based rate regulation
Navajo Plant Navajo Generating Station

NRC United States Nuclear Regulatory Commission

OCI Other comprehensive income

Palo Verde Palo Verde Nuclear Generating Station

Pinnacle West Pinnacle West Capital Corporation (any use of the words Company, we, and our refer

to Pinnacle West)
Pinnacle West Marketing &  Pinnacle West Marketing & Trading Co., LLC, a subsidiary of the Company

Trading

PRP Potentially responsible party under Superfund

PSA Power supply adjustor approved by the ACC to provide for recovery or refund of
variations in actual fuel and purchased power costs compared with the Base Fuel Rate

RES Arizona Renewable Energy Standard and Tariff

Salt River Project or SRP Salt River Project Agricultural Improvement and Power District

SunCor SunCor Development Company, a subsidiary of the Company

TCA Transmission cost adjustor

VIE Variable-interest entity

West Phoenix West Phoenix Power Plant

Table of Contents 7
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FORWARD-LOOKING STATEMENTS

This document contains forward-looking statements based on current expectations. These forward-looking statements
are often identified by words such as estimate, predict, may, believe, plan, expect, require, intend, ass
words. Because actual results may differ materially from expectations, we caution readers not to place undue reliance
on these statements. A number of factors could cause future results to differ materially from historical results, or from
outcomes currently expected or sought by Pinnacle West or APS. In addition to the Risk Factors described in Item 1A
andin Item 7  Management s Discussion and Analysis of Financial Condition and Results of Operations, these factors
include, but are not limited to:

our ability to achieve timely and adequate rate recovery of our costs, including returns on debt and equity capital;

our ability to manage capital expenditures and other costs while maintaining reliability and customer service

levels;

variations in demand for electricity, including those due to weather, the general economy, customer and sales

growth (or decline), and the effects of energy conservation measures and distributed generation;

power plant performance and outages;

volatile fuel and purchased power costs;

fuel and water supply availability;

regulatory and judicial decisions, developments and proceedings;

new legislation or regulation, including those relating to greenhouse gas emissions, renewable energy mandates

and energy efficiency standards;

our ability to meet renewable energy requirements and recover related costs;

risks inherent in the operation of nuclear facilities, including spent fuel disposal uncertainty;

competition in retail and wholesale power markets;

the duration and severity of the economic decline in Arizona and current real estate market conditions;

the cost of debt and equity capital and the ability to access capital markets when required;

changes to our credit ratings;

the investment performance of the assets of our nuclear decommissioning trust, pension, and other postretirement

benefit plans and the resulting impact on future funding requirements;

the liquidity of wholesale power markets and the use of derivative contracts in our business;

potential shortfalls in insurance coverage;

new accounting requirements or new interpretations of existing requirements;

generation, transmission and distribution facility and system conditions and operating costs;

the ability to meet the anticipated future need for additional baseload generation and associated transmission

facilities in our region;

the willingness or ability of our counterparties, power plant participants and power plant land owners to meet

contractual or other obligations or extend the rights for continued power plant operations;

technological developments affecting the electric industry; and

restrictions on dividends or other burdensome provisions in our credit agreements and ACC orders.
These and other factors are discussed in Risk Factors described in Item 1A of this report, which readers should review
carefully before placing any reliance on our financial statements or disclosures. Neither Pinnacle West nor APS
assumes any obligation to update these statements, even if our internal estimates change, except as required by law.

Table of Contents 8
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PART I
ITEM 1. BUSINESS
Pinnacle West
Pinnacle West is a holding company that conducts business through its subsidiaries. We derive substantially all of our
revenues and earnings from our wholly-owned subsidiary, APS. APS is a vertically-integrated electric utility that
provides either retail or wholesale electric service to most of the State of Arizona, with the major exceptions of about
one-half of the Phoenix metropolitan area, the Tucson metropolitan area and Mohave County in northwestern Arizona.

Year Ended December 31,
Operating Revenues (in thousands): 2010 2009 2008
APS $ 3,180,807 $ 3,149,500 $ 3,133,496
Percentage of Pinnacle West Consolidated 97% 99% 97%

Pinnacle West s other first-tier subsidiaries are SunCor, APSES and El Dorado. Additional information related to these
businesses is provided later in this report.
Our reportable business segment is our regulated electricity segment, which consists of traditional regulated retail and
wholesale electricity businesses (primarily electric service to Native Load customers) and related activities, and
includes electricity generation, transmission and distribution. In 2009 our real-estate subsidiary, SunCor, began
disposing of its homebuilding operations, master-planned communities, land parcels, commercial assets and golf
courses in order to reduce its outstanding debt (see Note 23). All of SunCor s operations are reflected as discontinued
operations. As a result, the real estate segment is no longer a reportable segment. See Note 17 for financial
information of our business segments.

BUSINESS OF ARIZONA PUBLIC SERVICE COMPANY
APS currently provides electric service to approximately 1.1 million customers. We own or lease more than 6,290
MW of regulated generation capacity and we hold a mix of both long-term and short-term purchased power
agreements for additional capacity, including a variety of agreements for the purchase of renewable energy. During
2010, no single purchaser or user of energy accounted for more than 1.2% of our electric revenues.

Table of Contents 9
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The following map shows APS s retail service territory, including the locations of its generating facilities and principal
transmission lines.
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Energy Sources and Resource Planning

To serve its customers, APS obtains power through its various generation stations and through purchased power
agreements. Resource planning is an important function necessary to meet Arizona s future energy needs. APS s
sources of energy by fuel type during 2010 were as follows:

Generation Facilities

APS has ownership interests in or leases the coal, nuclear, gas, oil and solar generating facilities described below. For
additional information regarding these facilities, see Item 2.

Coal Fueled Generating Facilities

Four Corners Four Corners is a 5-unit coal-fired power plant located in the northwestern corner of New Mexico. APS
operates the plant and owns 100% of Four Corners Units 1, 2 and 3 and 15% of Units 4 and 5. APS has a total
entitlement from Four Corners of 791 MW. The Four Corners plant site is leased from the Navajo Nation and is also
subject to an easement from the federal government. APS purchases all of Four Corners coal requirements from a
supplier with a long-term lease of coal reserves with the Navajo Nation. The Four Corners coal contract runs through
2016.

On November 8, 2010, APS and Southern California Edison ( SCE ) entered into an asset purchase agreement
providing for the purchase by APS of SCE s 48% interest in each of Units 4 and 5 of Four Corners. If consummated,
APS would acquire 739 MW from SCE unless any of the other owners of interests in Units 4 and 5 exercise their
rights of first refusal prior to March 8, 2011, in which case APS would not be able to purchase SCE s entire share of
the Units. Completion of the purchase by APS, which is expected to occur in the second half of 2012, is conditioned
upon the receipt of regulatory approvals from the ACC, the California Public Utilities Commission and the FERC, the
execution of a new coal supply contract for a lease renewal period described below, expiration of the waiting period
under the Hart-Scott-Rodino Antitrust Improvements Act and other typical closing conditions.

Table of Contents 11
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APS, on behalf of the Four Corners participants, has negotiated amendments to an existing facility lease with the
Navajo Nation which would extend the Four Corners leasehold interest to 2041. Execution by the Navajo Nation of

the lease amendments is a condition to closing of the purchase by APS of SCE s interests in Four Corners. The
execution of these amendments by the Navajo Nation requires the approval of the Navajo Nation Council, which
occurred on February 15, 2011 and is awaiting final signature by the Nation s President. The effectiveness of the
amendments also requires the approval of the U.S. Department of the Interior ( DOI ), as does a related Federal
rights-of-way grant which the Four Corners participants will pursue. A Federal environmental review will be

conducted as part of the DOI review process.

APS has announced that, if APS s purchase of SCE s interests in Units 4 and 5 at Four Corners is consummated, it will
close Units 1, 2 and 3 at the plant. These events will change the plant s overall generating capacity from 2,100 MW to
1,540 MW and APS s entitlement from the plant from 791 MW to 970 MW.

Cholla  Cholla is a 4-unit coal-fired power plant located in northeastern Arizona. APS operates the plant and owns
100% of Cholla Units 1, 2 and 3. PacifiCorp owns Cholla Unit 4, and APS operates that Unit for PacifiCorp. APS has

a total entitlement from Cholla of 647 MW. APS purchases all of Cholla s coal requirements from a coal supplier that
mines all of the coal under long-term leases of coal reserves with the federal government and private landholders. The
Cholla coal contract runs through 2024. APS has the ability under the contract to reduce its annual coal commitment
and purchase a portion of Cholla s coal requirements on the spot market to take advantage of competitive pricing
options and to purchase coal required for increased operating capacity. APS believes that the current fuel contracts and
competitive fuel supply options ensure the continued operation of Cholla for its useful life. In addition, APS has a
long-term coal transportation contract.

Navajo Generating Station The Navajo Plant is a 3-unit coal-fired power plant located in northern Arizona. Salt River
Project operates the plant and APS owns a 14% interest in Navajo Units 1, 2 and 3. APS has a total entitlement from
the Navajo Plant of 315 MW. The Navajo Plant s coal requirements are purchased from a supplier with long-term
leases from the Navajo Nation and the Hopi Tribe. The Navajo Plant is under contract with its coal supplier through
2011, with options to extend through 2019. The Navajo Plant site is leased from the Navajo Nation and is also subject
to an easement from the federal government.

These coal plants face uncertainties related to existing and potential legislation and regulation that could significantly
impact their economics and operations. See Environmental Matters below and Management s Discussion and Analysis
of Financial Condition and Results of Operations Overview and Capital Expenditures in Item 7 for environmental and
climate change developments and lease renewal negotiations with the Navajo Nation impacting these coal facilities.

See Note 11 for information regarding APS s coal mine reclamation obligations.

Nuclear

Palo Verde Nuclear Generating Station Palo Verde is a nuclear power plant located about 50 miles west of Phoenix,
Arizona. APS operates the plant and owns 29.1% of Palo Verde Units 1 and 3 and about 17% of Unit 2. In addition,
APS leases about 12.1% of Unit 2, resulting in a 29.1% combined interest in that Unit. APS has a total entitlement

from Palo Verde of 1,146 MW.
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Palo Verde Leases In 1986, APS entered into agreements with three separate lessor trust entities in order to sell and
lease back about 42% of its share of Palo Verde Unit 2 and certain common facilities. Prior to 2010, APS accounted
for these arrangements as operating leases. Due to amended VIE accounting guidance, in 2010 APS began
consolidating the lessor trust entities, and eliminated lease accounting for these transactions. The agreements have
terms of 29.5 years and contain options to renew the leases or to purchase the property for fair market value at the end
of the lease terms. APS must give notice to the respective lessor trusts between December 31, 2010 and December 31,
2012 if it wishes to exercise, or not exercise, either of these options. We are analyzing these options. See Note 20 for
additional information regarding the Palo Verde Unit 2 sale leaseback transactions.
Palo Verde Operating Licenses  Operation of each of the three Palo Verde Units requires an operating license from
the NRC. The NRC issued full power operating licenses for Unit 1 in June 1985, Unit 2 in April 1986 and Unit 3 in
November 1987. The full power operating licenses, each valid for a period of 40 years, authorize APS, as operating
agent for Palo Verde, to operate the three Palo Verde Units. On December 15, 2008, APS applied for renewed
operating licenses for the Palo Verde Units for a period of 20 years beyond the expirations of the current licenses. The
current NRC schedule for the applications estimates that a final NRC decision will be issued in April 2011. APS is
making preparations to secure resources necessary to operate the plant for the period of extended operation, including
the execution in April 2010 of a Municipal Effluent Purchase and Sale Agreement that provides effluent water rights
necessary for cooling purposes at Palo Verde through 2050.
Palo Verde Fuel Cycle The fuel cycle for Palo Verde is comprised of the following stages:

mining and milling of uranium ore to produce uranium concentrates;

conversion of uranium concentrates to uranium hexafluoride;

enrichment of uranium hexafluoride;

fabrication of fuel assemblies;

utilization of fuel assemblies in reactors; and

storage and disposal of spent nuclear fuel.
The Palo Verde participants are continually identifying their future nuclear fuel resource needs and negotiating
arrangements to fill those needs. The Palo Verde participants have contracted for all of Palo Verde s requirements for
uranium concentrates through 2011 and 95% of its requirements through 2017. A new contract is currently being
negotiated that will cover Palo Verde s remaining requirements for uranium concentrates through 2017. The
participants have also contracted for all of Palo Verde s conversion services through 2018, all of Palo Verde s
enrichment services through 2020 and all of Palo Verde s fuel assembly fabrication services through 2016.
Spent Nuclear Fuel and Waste Disposal The Nuclear Waste Policy Act of 1982 ( NWPA ) required the DOE to
accept, transport, and dispose of spent nuclear fuel and high level waste generated by the nation s nuclear power plants
by 1998. The DOE s obligations are reflected in a Contract for Disposal of Spent Nuclear Fuel and/or High-Level
Radioactive Waste ( Standard Contract ) with each nuclear power plant. The DOE failed to begin accepting Palo
Verde s spent nuclear fuel by 1998, and APS (on behalf of itself and the other Palo Verde participants) filed a lawsuit
for DOE s breach of the Palo Verde Standard Contract in the U.S. Court of Federal Claims. The Court of Federal
Claims ruled in favor of APS and in October 2010 awarded $30.2 million in damages to the Palo Verde participants
for costs incurred through December 2006.
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The DOE had planned to meet its NWPA and Standard Contract disposal obligations by designing, licensing,
constructing, and operating a permanent geologic repository at Yucca Mountain, Nevada. In June 2008, DOE
submitted its application to the NRC to authorize construction of the Yucca Mountain repository. In March 2010, the
DOE filed a motion to dismiss with prejudice its Yucca Mountain construction authorization application that was
pending before the NRC. Several interested parties have intervened in the NRC proceeding, and the proceeding has
not been conclusively decided by the NRC or the courts. Additionally, a number of interested parties have filed a
variety of lawsuits in different jurisdictions around the country challenging the DOE s authority to withdraw the Yucca
Mountain construction authorization application. None of these lawsuits have been conclusively decided by the courts.
Palo Verde has sufficient capacity at its on-site independent spent fuel storage installation ( ISFSI ) to store all of the
nuclear fuel that will be irradiated during the initial operating license period, which ends in December 2027.
Additionally, Palo Verde has sufficient capacity at its on-site ISFSI to store a portion of the fuel that will be irradiated
during the period of extended operation, which ends in December 2047 (assuming the NRC approves APS s request
for renewed operating licenses, as discussed above). If uncertainties regarding the United States government s
obligation to accept and store spent fuel are not favorably resolved, APS will evaluate alternative storage solutions
that may obviate the need to expand the ISFSI to accommodate all of the fuel that will be irradiated during the period
of extended operation.

In addition to the spent fuel stored at Palo Verde s on-site ISFSI, Palo Verde also generates certain types of low level
radioactive waste that are stored on-site. Currently, the Class B and Class C waste (the higher radioactivity of the low
level wastes) is stored on-site since industry access to a disposal site was eliminated several years ago. The NRC is
considering regulations that would allow the industry to eliminate much of this waste by blending it with lower level
Class A waste so that it can be disposed of at a facility such as the one Palo Verde utilizes in Utah.

Nuclear Decommissioning Costs ~ APS currently relies on an external sinking fund mechanism to meet the NRC
financial assurance requirements for decommissioning its interests in Palo Verde Units 1, 2 and 3. The
decommissioning costs of Palo Verde Units 1, 2 and 3 are currently included in APS s ACC jurisdictional rates.
Decommissioning costs are recoverable through a non-bypassable system benefits charge (one paid by all retail
customers taking service from the APS system), which allows APS to maintain its external sinking fund mechanism.
See Note 12 for additional information about APS s nuclear decommissioning costs.

Palo Verde Liability and Insurance Matters See Palo Verde Nuclear Generating Station Nuclear Insurance in Note
11 for a discussion of the insurance maintained by the Palo Verde participants, including APS, for Palo Verde.
Natural Gas and Oil Fueled Generating Facilities

APS has six natural gas power plants located throughout Arizona, consisting of Redhawk, located near the Palo Verde
Nuclear Generating Station; Ocotillo, located in Tempe; Sundance, located in Coolidge; West Phoenix, located in
southwest Phoenix; Saguaro, located north of Tucson; and Yucca, located near Yuma. Several of the units at Saguaro
and Yucca run on either gas or oil. APS has one oil only power plant, Douglas, located in the town of Douglas,
Arizona. APS owns and operates each of these plants with the exception of one combustion turbine unit and one steam
unit at Yucca that are operated by APS and owned by the Imperial Irrigation District. APS has a total entitlement from
these plants of 3,389 MW. Gas for these plants is acquired through APS s hedging program. APS has long-term gas
transportation agreements with three different companies, some of which are effective through 2024. Fuel oil is
acquired under short-term purchases delivered primarily to West Phoenix, where it is distributed to APS s other oil
power plants by truck.
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Solar Facilities

APS owns and operates more than sixty small solar systems around the state. Together they have the capacity to
produce about 5 MW of renewable energy. This fleet of solar systems includes a 3 MW facility located at the Prescott
Airport, a 1 MW facility located at APS s Saguaro power plant and less than 1 MW of solar photovoltaic distributed
energy systems installed as part of the Community Power Project in Flagstaff, Arizona. The Community Power
Project, approved by the ACC on April 1, 2010, is a pilot program through which, upon completion, APS will own,
operate and receive energy from approximately 1.5 MW of solar photovoltaic distributed energy systems located
within a certain test area in Flagstaff, Arizona.

Purchased Power Contracts

In addition to its own available generating capacity, APS purchases electricity under various arrangements, including
long-term contracts and purchases through short-term markets to supplement its owned or leased generation and hedge
its energy requirements. A substantial portion of APS s purchased power expense is netted against wholesale sales on
the Consolidated Statements of Income. (See Note 18.) APS continually assesses its need for additional capacity
resources to assure system reliability. APS does not expect to require new conventional generation sources sooner
than 2017, due primarily to planned additions of renewable resources and energy efficiency initiatives.

Purchased Power Capacity APS s purchased power capacity under long-term contracts, including its renewable
energy portfolio, is summarized in the tables below. All capacity values are based on net capacity unless otherwise
noted.

Capacity

Type Dates Available MW)
Purchase Agreement (a) Year-round through December 2014 104
Purchase Agreement (b) Year-round through June 14, 2020 60

May 15 to September 15 annually through 480
Exchange Agreement (c) 2020
Tolling Agreement Year-round through May 2017 500
Tolling Agreement Summer seasons through October 2019 560
Day-Ahead Call Option Agreement Summer seasons through September 2015 500
Day-Ahead Call Option Agreement Summer seasons through summer 2016 150
Demand Response Agreement (d) Summer seasons through 2024 100
Renewable Energy (e) Various 223

(a) The capacity under this agreement varies by month, with a maximum capacity of 104 MW.

(b) Up to 60 MW of capacity is available; however, the amount of electricity available to APS under this agreement
is based in large part on customer demand and is adjusted annually.
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(c) This is a seasonal capacity exchange agreement under which APS receives electricity during the summer peak
season (from May 15 to September 15) and APS returns a like amount of electricity during the winter season
(from October 15 to February 15).

(d) The capacity under this agreement increases in phases over the first three years to reach the 100 MW level by the
summer of 2012.

(e) Renewable energy purchased power agreements are described in detail below under Current and Future
Resources Renewable Energy Standard Renewable Energy Portfolio.

Current and Future Resources

Current Demand and Reserve Margin

Electric power demand is generally seasonal. In Arizona, demand for power peaks during the hot summer months.

APS 52010 peak one-hour demand on its electric system was recorded on July 15, 2010 at 6,936 MW, compared to the

2009 peak of 7,218 MW recorded on July 27, 2009. APS s operable generating capacity, together with firm purchases

totaling 2,974 MW, including short-term seasonal purchases and unit contingent purchases, resulted in an actual

reserve margin, at the time of the 2010 peak demand, of 21.8%. The power actually available to APS from its

resources fluctuates from time to time due in part to planned and un