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P.O. BOX 52132
PHOENIX, ARIZONA 85072-2132

NOTICE AND PROXY STATEMENT
For Annual Meeting of Shareholders To Be Held OnrEtay, May 19, 1994
To Shareholders:

The 1994 annual meeting of shareholders of PinnA@st Capital Corporation will be held in the Baim of the Wigwam Resort at 300 E
Indian School Road in Litchfield Park, Arizona &Q0 o'clock A.M. on Thursday, May 19, 1994 for fbbowing purposes:

* To elect four Class Il Directors;
* To act on the management proposals describdtkifftoxy Statement; and
* To transact such other business as may properhedefore the meeting or any adjournment thereof.

Each of the 87,416,453 shares of the Company's amstock outstanding at the close of business arcivi25, 1994 (the "Record Date")
entitles the holder to notice of and to vote at thieeting or any adjournment thereof, but shanedeavoted at the meeting only if the holder
is present or represented by proxy.

This Proxy Statement is furnished in connectiorhlite solicitation of proxies on behalf of the Canp's Board of Directors. So far as
management is aware, the matters described ifPthisy Statement will be the only ones to be actezhiat the meeting. If any other matters
properly come before the meeting or any adjournrtfereof, the proxy committee named in the enclgsesly will vote on those matters in
accordance with its judgement.

Shareholders are requested to mark, date, sigmailghromptly the enclosed proxy. A postage paidedope is provided for mailing in the
United States. Being entitled to revoke your prakgany time before it is exercised, you may dorgbwate your shares in person if you att
the meeting.

The management of the Company cordially invites tgoattend the meeting.

By order of the Board of Directors
FAYE WIDENMANN
Vice President and Secretary

Approximate date of mailing to shareholders:
April 15, 1994

ITEM 1-ELECTION OF DIRECTORS

The Company's Articles of Incorporation provide tiog division of the Board of Directors into thrdasses of approximately equal size. The
term of each directorship is three years and thegs@®f the three classes are staggered in a maarbat only one class is elected by the
shareholders annually.

Four Class Il directors are to be elected this yeaerve as members of the Board of Directors tim annual meeting of shareholders in
1997 or until their successors are elected andfmehland it is the intention of the proxy comredtto vote for the four individuals named
below. If between the mailing of this Proxy Statetn@nd the meeting date any such individual becameasailable to serve, the proxies may
be voted for a person properly nominated, or thalwer of directors in Class Il to be elected wal ieduced.

Directors in the other two classes are identifinde following pages. Information given for altelitors has been furnished by each of them
as of March 25, 1994 unless otherwise noted. Time tAPS" refers to Arizona Public Service Compating Company's largest subsidiary.

Nominees

Nominees for Election asClass |11 Directors
(Term to expire at 1997 Annual Meeting)

Pamela Grant, 55, has been a director since 19&5isresident of TableScapes, Inc. (party suggsitals). Ms. Grant was President and
Chief Executive Officer of Goldwaters, a DivisiohMay Department Stores until April 198



Martha O. Hesse, 51, has been a director since. Bflis President of Hesse Gas Company, Dolargi#@orporation and Sierra Blanca
Gas Company (marketing of natural gas and othés;feeergy investment). In 1990 Ms. Hesse servegkasor Vice President of First
Chicago Corporation (financial services), and frb®86 to 1989 she was Chairman of the Federal EriRegplatory Commission. She is also
a director of APS, Sithe Energies and American Néitdesources Co., a subsidiary of Coastal Corp.

William S. Jamieson, Jr., 50, has been a dire@taesl991. He is an Archdeacon of the Episcopat@se of Arizona. Mr. Jamieson was a
partner in the management, political and publiaiegfconsulting firm of Jamieson and Gutierrezrtferly the Bill Jamieson Company), from
1984 through April 1990, and he continued withfihm as a consultant through February 1991. Frotwriry 1989 through May 1989 Mr.
Jamieson also served as the acting director oAtlzena Department of Economic Security. Mr. Jamores also a director of Intergroup
Healthcare Corporation.

Richard Snell, 63, has been a director since 198%has been Chairman of the Board, President aief Ekecutive Officer of the Company
and Chairman of the Board of APS since Februar@)1B@ was Chairman of the Board, President andf@hiecutive Officer of Ramada Ir
from 1981 to 1989, and Chairman of the Board aniéfCxecutive Officer of Aztar Corporation (sucoeisto Ramada's gaming business)

from 1989 to 1990. Mr. Snell resigned as Chairntath@® Board of Aztar Corporation in February 198@t remains a director. He is also a
director of Bank One Arizona Corporation.

Directors Continuing in Office

Class| Directors
(Term to expire at 1995 Annual Meeting)

Roy A. Herberger, Jr., 51, has been a directoresiay 1992. He has been President of the Americadte School of International
Management since 1989. Previously he was Dearedttiwin L. Cox School of Business at Southern MdistdJniversity. Mr. Herberger is
also a director of Bank of America of Arizona amntpEess America Mortgage.

Henry B. Sargent, 59, has been a director sincé.198 is Executive Vice President and Chief Finain©ifficer of the Company. He is also a
director of APS and of Magma Copper Company.

Donald N. Soldwedel, 69, has been a director sii985. He is Chairman of the Board of Western Newspa Inc.

Class|| Directors
(Term to expire at 1996 Annual Meeting)

0. Mark De Michele, 60, has since January 1988 IB¥eaident and Chief Executive Officer of APS. Ptid1988 he was President of APS.
Mr. De Michele previously served as a directorhaf Company from February 1985 to July 1986 andrere$ected as a director in May 19
He is also a director of APS and America West Aé$, Inc.

John R. Norton Ill, 65, is Chairman of the Board &hief Executive Officer of J.R. Norton Compangr{aultural production), Phoenix,
Arizona and was first elected as a director in Babyr 1985. Mr. Norton resigned as a director of@oenpany in May 1985 to accept
appointment as U.S. Deputy Secretary of Agricultarposition he held until February 1986. In Febyu®86 he was re-elected as a director
of the Company. Mr. Norton is also a director ot&zCorporation, America West Airlines, Inc., Tehnaustries Inc. and APS.

Douglas J. Wall, 67, has been a director since 1985s of counsel to the law firm of Mangum, W&tpops & Warden. Mr. Wall is also
President of the Arizona Board of Regents.

CERTAIN SECURITIESOWNERSHIP

At March 25, 1994, shares of the Company's comnmrkeneficially owned by the indicated persomspugs or entities were as follows:

Shares
Beneficially Percent
Owned (1) of Class

Non-Employee Directors

Pamela Grant (2) 25,700
Roy A. Herberger, Jr. 500
Martha O. Hesse 15,200
William S. Jamieson, Jr. 2,000
John R. Norton Il (2) 27,500
Donald N. Soldwedel (2) 30,826

Douglas J. Wall 27,205



Employee Directors and Officers

O. Mark De Michele 146,281
Henry B. Sargent 123,301
Richard Snell 353,723

Other Officers Named on Page 10

Michael S. Ash 15,110

Arlyn J. Larson 27,927

Nancy E. Newquist 16,854

Faye Widenmann 23,049

All directors and officers 835,176 Less than 1%

as a group (14 persons)

5% Beneficial Owners (3)

FMR Corp. (Fidelity) 9,952,600(4) 11.43%
82 Devonshire Street
Boston, MA 02109

Mellon Bank 6,948,000(5) 7.95%
One Mellon Bank Center
Pittsburgh, PA 15258

(1) Includes shares which may be acquired by tleeoise of stock options within 60 days as follo@4,500 each for Ms. Grant and Messrs.
Soldwedel and Wall; 17,500 for Mr. Norton; 14,000 Ms. Hesse; 70,260 for Mr. De Michele; 59,080Nbr Sargent; 312,475 for Mr. Snell;
15,462 for Mr. Larson; 5,300 for Ms. Newquist; 8/38r Ms. Widenmann; and 575,974 for all directans! officers as a group. In the case of
officers, also includes shares of restricted stouk vested shares in the Company's employee sgyimgs

(2) Includes: In the case of Ms. Grant, 400 shavesed by a trust as to which she disclaims beradficierest; in the case of Mr. Norton, 500
shares held by Mr. Norton's wife and 2,500 shaedd im a trust for Mr. Norton's late mother for whihe serves as trustee; in the case of Mr.
Soldwedel, 6,326 shares held in a trust in whieglestment and voting power is shared; and in the o&the group, 75,108 shares as to which
voting or investment power is shared with others.

(3) The information set forth for these entitiesaken from their Schedule 13G filings with the @itees and Exchange Commission as of
December 31, 1993. The Company makes no reprearstais to the accuracy or completeness of suomiation.

(4) Includes sole voting power as to 211,000 shatesred voting power as to 0 shares; sole dispegibwer as to 9,952,600 shares; and
shared dispositive power as to 0 shares.

(5) A joint filing of Mellon Bank and The Boston @gpany, Inc., One Boston Place, Boston, MA 02108cetthin of their subsidiaries,
reporting sole voting power as to 4,743,000 shaslesred voting power as to 327,000 shares; sghe@slisve power as to 6,452,000 shares;
and shared dispositive power as to 496,000 shares.

THE BOARD AND ITSCOMMITTEES

The full Board of Directors met 12 times during 398lo director attended fewer than 75% of the mestf the full Board and of the
committees on which he or she served.

The Audit Committee of the Board reviews the perfance and independence of the Company's indepeadentnting firm, makes an
annual recommendation to the full Board with respethe appointment of the firm for the followiggar, approves the scope of the work to
be performed and solicits and reviews the firmt®nmemendations. The Committee also consults witfCiiapany's internal audit group and
periodically reviews the relationship among thatugr, management of the Company and its subsidianésts independent accountants. The
Committee met five times in 1993; its members wdse Hesse and Messrs. Herberger, Jamieson, Soltieedé&Vall (Chairman).

The Human Resources Committee makes recommendadidims full Board with respect to prospective Rbarembers and officers and with
respect to executive salaries, bonuses and ber(&#es page 22 for the procedures for proposingmations to the Board). The Committee
also makes stock option and restricted stock grants regularly reviews the Company's policiedlimfahe foregoing areas. Its report on
executive compensation policy follows, and its memstare identified at the end of that report. Then@ittee met four times in 1993.

The Finance and Planning Committee makes recomrtienddo the full Board with respect to the Compariijnancial objectives, budgets,
long- range plans, dividend actions and financictiydies. It also monitors the Company's retirengian and insurance program. The
Committee met twice in 1993, and its members wese Gtant and Messrs. De Michele, Herberger, Jamiaad Norton (Chairman



With certain exceptions for newer directors, norplayee directors currently receive their annuadiredr for service on the Board in the form
of stock options on 7,000 shares of Company comshack. In accordance with the provisions of thectiors' stock option plan approved by
shareholders at the 1991 annual meeting, direotsdy elected on or after that date may elect ¢teike a cash retainer, instead of options, at
the prevailing annual rate, currently $20,000.ddiion, nonemployee directors receive, with certain excepti®s0 for each board meet
attended and $500 for each committee meeting atend

In the event that the Directors' Equity ParticipatPlan discussed on pages 19 through 21 is appimwehareholders at this meeting, the
existing directors' stock option plan will be temaied and all non- employee directors will theafeceive an annual retainer consisting of
$12,000 cash and 500 shares of Pinnacle West corataok.

HUMAN RESOURCES COMMITTEE REPORT

The Human Resources Committee, composed solelytside directors, is responsible for making decisicegarding executive
compensation. The Committee's overall compensatidnsophy is to (i) attract and retain qualifiedlividuals critical to the Company's
success, (i) reinforce strategic objectives thtotige use of incentive compensation programs ainghdmote long-term stock ownership by
executives.

The Committee applies its own compensation philbgdpand specifically its preference to shift tatampensation toward rewarding
performance) to comparative information providedtbyconsultants. For 1993 the Committee usedéhdces of an independent
compensation consulting firm selected by it aftefrderview process conducted by the Committeea@@tan, and to a lesser extent it also
used a different firm selected by APS. Both firmsvided the Committee with comparative practicestber organizations, all engaged
primarily in the electric utility business and hagicharacteristics similar to the Company in teafsize (including assets under
management), nuclear generation and diversificafddiditional information from market surveys wasaprovided to the Committee.

Finally, the Committee formulates its own viewg@she responsibilities, skills, experience, teramd performance of the respective
executive officers, with input from Mr. Snell asgerformances other than his own.

Base Salaries. Based on the foregoing, the Coneragperoved minor salary adjustments for executffieass in 1993. The base salaries of
Messrs. Sargent and Snell were left unchangedgparent decreases are explained in Note 1 toghke'®n Page 10.

Bonuses. Cash bonuses payable for any year ariegiedion targeted levels of corporate performastablished by the Committee at the
beginning of the year. Performance is assesseldeb@dmmittee after the end of the year; discresa@xercised in limited areas where the
Committee's judgment is called for by the bonusipla

For 1993 the plan stipulated that no bonuses woelgaid unless a dividend on common stock had teelared and certain debt of the
Company had been called for prepayment. Providesktistipulations were met, the predominant detemmténof bonus levels were per-share
earnings and corporate net cash flow.

At the end of the year the Committee totalled tit@imment factors for the several determinantsrtmipce a composite attainment factor
common to all officers and multiplied that by agetermined percentage of salary (40% for Mr. Si381% for Mr. Sargent and 20% for all
other officers) to determine actual bonuses todd. @he bonuses so arrived at and paid refleongposite attainment factor slightly below
that targeted in the 1993 plan.

Equity Participation. The Committee believes tihat tltimate measure of management's performariteability to deliver rewards to
shareholders in the form of share price appreciaiad rising dividends over time. To those ends,Gbmmittee began in the fall of 1990 to
make systematic grants of stock options and résttistock to officers and key management emplogéPinnacle West and its subsidiarie
order that they could participate in those rewdifdsarned) through stock ownership.

The program is designed to encourage stock owneosha continuing basis. Shares of restricted stockrded to employees do not vest
unless the employee owns certain numbers of uigestrshares (including those acquired by exergistnck options) for certain periods of
time, as determined by the Committee at the timgrafit.

The size of awards made to participants in thenamgs determined by making assumptions as to gewerally, the stock should perform if
the Company achieves its longer term goals, ank g&mt is then determined by bringing the recipsaiotal compensation to a level
approximately equal to or slightly ahead of compatilevels, provided that the stock performs auased.

Tax Consideration. Pursuant to a new law enactd®93, publicly traded corporations generally wik be permitted to deduct, for federal
income tax purposes, compensation in excess ofifibmpaid in any year beginning in 1994 to anyceftain top executives, except to the
extent the compensation qualifies as "performaraset)’. Based upon an analysis done for it, the Gtigerbelieves that none of the
Company's deductions for 1994 compensation toistive officers should be disallowed under this.|However, because the law is new
and the Internal Revenue Service has not yet prgated final interpretative regulations, the Compaagnot determine its impact with
complete certainty. The Committee intends to revieis issue periodically.

CEO Compensation. Mr. Snell's annualized salaryimitiel equity participation (stock option and teésted stock awards) were negotiatec



January of 1990 as part of the employment agreemeninarized on page
15. In those negotiations, the compensation leaetsequity participation he was leaving behind anBda/Aztar were taken into account,
along with then prevailing practices at PinnaclestVe

In the four years that Mr. Snell has been with@oenpany he has received a single salary incre&é® Bonsistent with its compensation
philosophy, the Committee has, instead, emphaseedrd-for-performance through the bonus plan anuity participation grants. Mr.
Snell's 1993 cash compensation (base salary plusshpincreased 3.2% from the prior year, whereattmpany's 1993 earnings per share
from continuing operations increased 12.7%.

The foregoing report of the Human Resources Coramit provided by its members: Ms. Grant (Chairmits) Hesse and Messrs. Norton,
Soldwedel and Wall.

STOCK PERFORMANCE COMPARISONS

The annual changes for the five- and four-yearggisrshown in the following two graphs are basetherassumption that $100 was invested
on the last trading day in 1988 (as required byuBg&es and Exchange Commission rules) and 19&®edtively, in Pinnacle West stock and
in the market represented by each of two indides Qtow Jones Equity Market Index and the EdisowrtEtelnstitute Index of 100 Investor-
Owned Electrics), and that any dividends were resited.

The four-year period approximates the period oktitmat current senior management has been in ptdéimnacle West, and thus shows the
relative performance of the Company during the terwd that management.

Five Years Per SEC Rules

1988 1989 1990 19 91 1992 1993
Pinnacle West 100 75.71 68.57 115 40 13444 148.41
Dow Jones Equity 100 130.94 125.80 166 .61 180.95 198.94
E.E.I. 100 100 129.92 131.52 169 .39 182.09 202.82

Four YearsUnder Current Management

1989 1990 1991 1992 1993
Pinnacle West 100 97.08 163.37 190.34 210.11
Dow Jones Equity 100 96.07 127.24 138.19 151.93
E.E.l. 100 100 101.23 130.38 140.15 156.11

EXECUTIVE COMPENSATION

The following tables on compensation and stockanystirelate to all of the executive officers of @@mpany, including its chief executive
officer.

Summary Compensation Table

L ong-Term
Co mpensation
Annual Compensation Awards
Restr icted All Other
Name and St ock Compen-
Principal Salary Aw ards sation
Position Year (1) Bonus ( 2) Options (3)
Michael S. Ash 1993 $114,054 $22,609 $2 2,125 5,000 $3,459
Corporate Counsel 1992 106,615 22,160 1 9,563 5,000 2,608
1991 93,687 22,680 4 9,500 20,000 1,730
Arlyn J. Larson 1993 $128,075 $25,361 $2 4,338 5500 $6,128
VP Corp Planning 1992 126,668 26,416 2 1,519 5,500 4,737
& Development 1991 118,432 28,552 1 7,325 5500 3,180
Nancy E. Newquist 1993 $114,054 $22,609 $2 2,125 5,000 $4,000
VP & Treasurer 1992 103,477 21,480 1 9,563 5,000 2,876

1991 91,454 22,248 1 5,750 5,000 1,754



Henry B. Sargent 1993 $315,181 $92,947 $9 5,138 21,500 $34,738

Exec. VP & CFO 1992 327,302 102,402 8 4,119 28,500 40,903
1991 313,180 75,643 6 7,725 28,500 38,429
Richard Snell 1993 $515,000 $202,498 $11 0,625 25,000 $37,104
Chairman, President 1992 534,808 180,000 9 7,813 32,000 37,699
& CEO 1991 512,923 123,600 7 8,750 32,000 35,598
Faye Widenmann 1993 $114,054 $22,609 $2 2,125 5,000 $3,407
VP Corp Relations 1992 107,595 22,372 1 9,563 5,000 3,126
& Administration 1991 93,618 22,569 1 5,750 5,000 1,794

and Secretary

(1) Employees of the Company are paid every twokaieehich normally results in their receiving 26/plaecks per year. Approximately ot
every 11 years an extra pay period occurs; 1992swels a year.

(2) The value of the restricted stock is basedhernctosing price of the Company's common stockherdiate the restricted stock was granted.
The restrictions lapse on all restricted stock asanade in 1993 upon the later of (i) the passéffaee years from date of grant and (i) the
holding of certain numbers of unrestricted shaoeértain periods of time, as determined by thenblin Resources Committee at the time of
grant. Any dividends paid on restricted stock Ww#l held by the Company until the restrictions laj$e number and value (at market) of
aggregate restricted shareholdings as of the eté98 were: Mr. Ash - 6,000 shares, $135,000; Mrshn - 5,325 shares, $119,813; Ms.
Newquist- 3,862 shares, $86,895; Mr. Sargent - 17,783 sh&r90,118; Mr. Snell - 15,000 shares, $337,500;Ms. Widenmann - 4,497
shares, $101,1883.

(3) The figures given in this column for 1993 cabsif Company matching contributions to the Comfmeynployee savings plan: Mr. Ash -
$2,702, Mr. Larson - $3,885, Ms. Newquist - $3,492, Sargent - $4,497, Mr. Snell - $0, and Ms. Widenn - $2,522; the above-market
portion of interest accrued under a deferred corsgigon plan: Mr. Ash - $699, Mr. Larson - $1,087%.Nlewquist - $432, Mr. Sargent -
$2,341, Mr. Snell - $8,430,and Ms. Widenmann - $588miums paid by the Company for additional téfeninsurance: Mr. Ash - $58, Mr.
Larson - $1,156, Ms. Newquist - $146, Mr. Sarge$8,900, Mr. Snell - $4,674, and Ms. Widenmann22Z3nd amounts paid to Messrs.
Sargent and Snell for service as directors of APthé amount of $24,000 each.

Option Grantsin 1993
Individual Grants

Options Percentage of
Granted Total Options Exercise

in 1993 Granted to All  Price Grant Date
(Shares) Employeesin  (per Expiration Present
Name Q) 1993 share) Date Value(2)
Michael S. Ash 5,000 12%  $22.125 12/15/2003 $17,000
Arlyn J. Larson 5,500 14%  $22.125 12/15/2003 $18,700
Nancy E. Newquist 5,000 1.2%  $22.125 12/15/2003 $17,000
Henry B. Sargent 21,500 5.3% $22.125 12/15/2003 $73,100
Richard Snell 25,000 6.2%  $22.125 12/15/2003 $85,000
Faye Widenmann 5,000 12%  $22.125 12/15/2003 $17,000

(1) All options were granted on December 15, 1998 lzecome exercisable at the rate of one-third@frant annually starting on December
15, 1994. No SARs have been granted.

(2) The Black-Scholes option pricing model was &mot® estimate the grant date present value. Thergsions used in the model were
expected volatility of .173; risk-free rate of netwof 5.23%; dividend yield of 3.62%; and time t@ecise of five years.

Option Exercises and Year-End Values
Number of Securities
Underly ing Unexercised Value of Unexercised
O ptions at In-The-Money Options
Fisc al Year-End at Fiscal Year-End (1)
Shares

Acquired



On Value

Name Exercise Realized Exercisa

Michael S. Ash 14,995 $131,124
Arlyn J. Larson 11,550 $106,837

Nancy E. Newquist 6,665 $ 68,737
Henry B. Sargent 72,000 $859,033

Richard Snell 0 0 312,

Faye Widenmann 15,000 $189,062

14,
4,

53,

7,

(1) The value of options equals the market value
1993 ($22.50 per share), minus the exercise pr
the exercise price of which was less than mark

Unexercis- Unexercis-
ble able Exercisable able

0 15,005 0 $79193

742 11,006 $ 97,040 $25,238

976 10,005 $ 16,128 $22,943

669 43,022 $ 170,182 $98,659

475 50,025 $3,246,400 $114,719

731 10,005 $ 27,367 $22,943

of Pinnacle West common stock at December 31,

ice of options, and includes only those options
et value at year-end.



Executive Benefit Plans

Employees' Retirement Plan and Supplemental EX@essfit Retirement Plan. The Company maintaingieereent plan and a supplemental
excess benefit retirement plan for employees angl@raes of certain subsidiaries. The following ¢altiustrates the annual benefits,
calculated on a straight-life annuity basis, thatid be provided under these plans to all emplayieekiding officers, who retire at the
indicated compensation and longevity levels.

Years of Se rvice

Average Annual

Compensation(a) 5(b) 10 20 30 331/3(c)

$ 100,000 $8,125 $16,250 $ 32,500 $ 48,750 $ 54,000
150,000 12,188 24,375 48,750 73,125 81,000
200,000 16,250 32,500 65,000 97,500 108,000
250,000 20,313 40,625 81,250 121,875 135,000
300,000 24,375 48,750 97,500 146,250 162,000
350,000 28,438 56,875 113,750 170,625 189,000
400,000 32,500 65,000 130,000 195,000 216,000
450,000 36,563 73,125 146,250 219,375 243,000
500,000 40,625 81,250 162,500 243,750 270,000
550,000 44,688 89,375 178,750 268,125 297,000
600,000 48,750 97,500 195,000 292,500 324,000
650,000 52,813 105,625 211,250 316,875 351,000
750,000 60,938 121,875 243,750 365,625 405,000

(a) Compensation under the retirement plan consfdtase salaries, including those amounts voliptdeferred under the Company's
savings plan. The retirement plan does not inchrdeunts voluntarily deferred under deferred comatms plans, overtime pay, directors'
fees, bonuses or incentive pay. The supplementalssxbenefit retirement plan does include amouwsfericed under the deferred
compensation plans and bonuses, subject to cestagptions.

(b) Although years of service begin accumulatinglendate of employment, there is no vesting aregts under the plan until the comple
of five years of service.

(c) The maximum number of years taken into accéampurposes of calculating benefits under the plan

With respect to those employees whose annual isnafider the Company's retirement plan will exabednaximum benefits allowable
under that plan (which, as a qualified defined fiepension plan, is limited pursuant to the IntrRevenue Code), the excess benefits are
payable from the general assets of the Companyrihdeerms of the Company's supplemental excassfibeetirement plan. The number of
credited years of service for each of the individuemed on page 10 and their 1993 remuneratioered\by plans of the Company are as
follows: Mr. Ash -- 9 years, $136,663; Mr. Larsoril4 years, $153,436; Ms. Newquist -- 8 years, $4&8 Mr. Sargent -- 33 1/3 years,
408,128; Mr. Snell -- 4 years (see description of $hell's employment agreement on page 15), $287ahd Ms. Widenmann -- 16 years,
$136,663. The amounts shown in the table abovaarexpected to be subject to any reduction orebffsr Social Security benefits or other
significant amounts.

Supplemental Executive Benefit Plan. Effective Japd, 1992 the Company established a supplemexgalutive benefit plan to provide
certain benefits to directors and officers of tr@mrpany and its subsidiaries upon the occurrenceréin events, which generally include
bankruptcy, the sale of substantially all of ther@any's assets, a merger or consolidation in wiielCompany is not the surviving entity,
certain changes in the composition of the Boamiodctors or someone acquiring 20% of the Comparmting stock. Assets to be used to
fund the plan are held in an irrevocable trust.

The plan provides two benefits -- a participang#adfit and an employer's benefit. The participdreisefit, to be determined annually by the
plan's administrative committee, will be paid iluenp sum to a participant in January of the yeHo¥dng the date of the occurrence of one
of the above mentioned events, provided that thiécp@ant meets certain conditions of employmerite Employer benefit is the amount in
trust that is not needed to pay a participant'®fiert will be paid in a lump sum to the Compamkien one of the participants terminates
employment for reasons which prevent him or hemfoualifying for a participant's benefit, or whérete is an asset balance remaining in the
trust after payment of the benefit and such assetsot necessary to fund any other participatdls ipenefits.

Executive Severance Arrangements. The Companyritased into severance agreements, which are iégémicontent, with each of its
executive officers except Mr. Snell (see the distmrsof his employment agreement on page 15). Tahgssements are intended to provide
stability in key management of the Company. Unteragreements each officer will receive a paymedtaher severance benefits having
aggregate value of not more than 2.99 times theesf "base income" (the average of the officamisual compensation over the five years
preceding the year of a "change of control") ifridg the three-year period following a change aitcal of the Company, the officer's
employment is terminated or the terms and conditimfrhis or her employment are significantly antrideentally altered. "Change of contr
includes any change of control event required toeperted under the Securities Exchange Act of 1884inrelated third party's acquisition
of 20% or more of the Company's voting stock orssaifitially all of the assets of the Company, a meay acquisition of the Company in
which the Company is not the surviving corporati@rchange in the majority of the members of the @amy's Board of Directors over a two-
year period, which change is not approved by-thirds of the members of the Board then serving whoee members immediately prior to



change, or the filing of a voluntary or involuntggtition of bankruptcy (other than for liquidationdissolution) which is not dismissed
within 30 days. No severance benefits will be péyab an officer who has attained age 65 or whesmihation is on account of retirement,
voluntary termination, disability or death or famause" as defined in the agreements. Each of fleemgnts terminates on December 31st of
each year upon six months' advance notice by timep@ay to the officer; if the six months' advancéag®is not given, the agreements will
continue for successive one-year periods untihttece is given.

Mr. Snell's Employment Agreement. Mr. Snell and @mmpany are parties to an employment agreemdimgérth the terms of his
employment as President and Chief Executive Offdééhe Company. The agreement is for a term & figars, beginning on February 5,
1990, and may be renewed for additional periodsmbtual agreement. The agreement may be termingtétt bSnell at any time upon 120
days' prior written notice to the Company. Under éigreement Mr. Snell is entitled to a base sa&a$p00,000 per year, subject to periodic
appraisal by the Board or a committee thereof, elsas to such bonus payments as may be declaredtime to time by the Board. The
agreement entitles Mr. Snell to participate ine¢hgployee benefit plans generally available to tbenfany's employees, and in the Compe
deferred compensation plan, supplemental excesdibestirement plan, and stock option plan. MreBis also entitled to a supplemental
pension under the agreement. For purposes of deiegrhis supplemental pension benefits, Mr. Seigars of service on February 5, 1990
were assumed to be 29 years, and he will be crediith an additional year for each year of emplogitrtbereafter, not to exceed 33 1/3
years. The supplemental pension benefit is notldayhowever, if there is a final determinationttha has breached the agreement.
agreement also contains "change of control" bepeditisions which are in all material respects taeh to those contained in the severance
agreements entered into between the Company ahdéés other executive officers (see page 14).

LEGAL PROCEEDINGS

In 1989 a shareholder derivative lawsuit was fitethe United States District Court for Arizona riagicertain of the Company's current and
former directors as defendants. The lawsuit gelyealieged breach of fiduciary duties by the dipestin connection with the Company's
diversification activities, and alleged violatiohfederal securities laws by a former director ameection with the sale of MeraBank to the
Company in 1986. The plaintiffs requested, on tbenBany's behalf, unspecified compensatory and ipardamages. A settlement agreen
that would resolve this lawsuit along with othersihich the Company or its officers and directaagénbeen parties, has been approved by
the court. That settlement has been appealed bydnesettling individuals.

ITEM 2
APPROVAL OF THE 1994 LONG-TERM INCENTIVE PLAN

The Board of Directors of the Company has approaad,recommends that the shareholders approvetiadab the Pinnacle West Capital
Corporation 1994 Long-Term Incentive Plan (the &ntive Plan") for key employees of the Company igédubsidiaries. The Incentive Plan
authorizes grants of Incentive Stock Options ("I90O§on-qualified Stock Options ("NQSOs"), Stock gxpciation Rights ("SARs"),
Restricted Stock and Dividend Equivalents to apipnately 84 key employees. The total number of shaféCompany common stock
available for awards under the Incentive Plan39@,000. The closing price for a share of Compamyiraon stock on April 5, 1994, as
reported on the New York Stock Exchange, was $20.

The Board believes the use of long-term incentasauthorized under the Incentive Plan to be beakfo the Company as a means of
promoting the success and enhancing the valuenofRle West by linking the personal interestsokdy employees to those of its
shareholders and by providing its key employeeb wiit incentive for outstanding performance. Thaseritives also provide the Company
flexibility in its ability to attract and retain ¢hservices of employees upon whose judgementesttand special effort the successful conduct
of the Company's operation is largely dependerg. [ibentive Plan, if approved by shareholders, dlle an effective date of March 23,
1994. The following summary of the Incentive Plamualified in its entirety by reference to therpla copy of which is included at the enc
this Proxy Statement as Appendix A.

The Incentive Plan will be administered by a coneeitappointed by the Board consisting of at least(R) non-employee directors. This
committee will have the exclusive authority to adisiier the Incentive Plan, including the power ¢ébedmine eligibility, the types and sizes
awards, and the price and timing of awards.

Description of the Available Awards
Incentive Stock Options

An ISO is a stock option that satisfies the requiats specified in

Section 422 of the Internal Revenue Code (the "Qotlimder the Code, ISOs may only be granted toleyees. In order for an option to
qualify as an ISO, the price payable to exerciseoftion must equal or exceed the fair market vafube stock at the date of the grant, the
option must lapse no later than 10 years from Hie df the grant, and the stock subject to ISOsatefirst exercisable by an employee in
any calendar year must not have a value of more$ti80,000 as of the date of grant. Certain otbguirements must also be met.

With respect to an ISO, under current tax law, mpleyee is not taxed for regular income tax purpasther at the time of the award or the
time of exercise of the option. The difference ledwthe exercise price and the fair market valubestock at the time of exercise, howe'
constitutes income for alternative minimum tax msgs, assuming the stock is either transferabilermt subject to a substantial risk



forfeiture. Generally, the issuing corporation @& entitled to a deduction with respect to an ISO.

If an employee holds the stock acquired upon egeraf the ISO for at least two (2) years from thgedf the grant and at least one year

(1) following the date of exercise, the differefmdween the amount paid for the stock and the suiless sales price is treated as long-term
capital gain or loss. If these holding period reguoients are not satisfied, the employee is taxeatdinary income tax rates, on the difference
between the exercise price and the fair marketevafuihe stock as of the date of exercise andstgger of the ISO is then entitled to a
corresponding deduction.

Non-Qualified Stock Options

An NQSO is any stock option other than an Incen8t@ck Option. Such options are referred to as -tpaalified” because they do not meet
the requirements of, and are not eligible for,ftherable tax treatment provided by Section 42thefCode.

Under current tax law, if an employee is grantedN®SO0, the grant itself typically does not prodaog taxable income for the employee,
and the issuing corporation is not entitled to dud#ion at that time. On the date the NQSO is éged; the employee recognizes ordinary
income in an amount equal to the difference betwieriair market value of the underlying stockie tiate of exercise and the exercise price
set forth in the option agreement between thengscorporation and the employee. The issuing catjor is generally entitled to a
corresponding deduction in the same amount arftkisame year in which the employee recognizesisgome, provided that it satisfies
applicable withholding tax liabilities.

When an employee sells the stock acquired throngd@SO, the employee recognizes capital gain dqudlke difference between the sales
price and the fair market value of the stock athefdate of exercise. If the employee holds thekstor more than one (1) year following the
exercise of the option, the gain is treated asmg-term capital gain.

Stock Appreciation Rights

An SAR is the right granted to an employee to needie appreciation in the value of a share of comstock over a certain period of time.
Under the Incentive Plan, the Company may paydhaiunt in cash, in common stock, or in a combimadibboth. If an employee receives
the appreciation inherent in the SARs in cashctsh is compensation income, taxable to the emeldf/éhe employee receives the
appreciation in the form of common stock, the stagieived is taxable to the employee to the exdéits fair market value. An issuer of an
SAR generally receives a deduction in the amounakip that taxable to the employee in the yeavhiich the employee recognizes taxable
income with respect to the SAR.

Restricted Stock Awards

Under the Restricted Stock feature of the Incerfiilan, an eligible employee may be granted a spdaifumber of shares of common stock.
However, vested rights to such stock are subjecettain restrictions or are conditioned on thaiathent of certain performance goals. If the
employee violates any of the restrictions during pleriod specified by the Committee or the perforoeastandards fail to be satisfied, the
stock is forfeited.

In the year in which the applicable restrictionsska or the applicable performance standard isfigatisSection 83 of the Code requires an
employee to include in taxable income the excesbefair market value of restricted stock receiogdr the amount, if any, paid for the
restricted stock. The issuer of restricted stoakegally is entitled to a corresponding deductiothatsame time, provided that it satisfies
applicable withholding tax liabilities.

Instead of postponing the tax consequences of @i€ed Stock award until the applicable restrinidapse or until the applicable
performance standard is satisfied, an employeeeateay to include the fair market value of the stotkhcome in the year of the award by
filing an appropriate election with the IRS witt80 days of the date of the award agreement. Taiieh is made under Section 83(b) of the
Code.

Dividend Equivalent Rights

The Incentive Plan also allows for the grantingliefdend equivalent rights in conjunction with agt of options. These rights entitle the
eligible employee to receive an additional amodrgtock upon exercising the underlying option. Huenber of dividend equivalent shares
allocated to a participant is determined by divigihe dividend payable on the stock underlyingap#on by the book value of the stock.

An employee who receives a dividend equivalenttsiglward does not realize taxable income at the tifigrant and the issuing corporation
is not entitled to a deduction at that time. Whendividend equivalent rights award is paid, theleyee must include the amount paid in
income and the issuing corporation generally igledtto a corresponding deduction. The measusicli income and deduction will be the
fair market value of the shares received at the time dividend equivalent rights award is paid.

Recent Tax Changes



Section 162(m) of the Code, adopted as part oRtheenue Reconciliation Act of 1993, generally Isttih $1 million the deduction that can
claimed by any publicly-held corporation for compation paid to any "covered employee" in any taxgelar beginning after December 31,
1993. The term "covered employee" for this purgesiefined generally as the chief executive off@ed the four other highest paid
employees of the corporation.

Performance-based compensation is outside the sdédpe $1 million limitation, and, hence, geneyaln be deducted by a publicly-held
corporation without regard to amount; provided taatong other requirements, such compensatiorpioaped by shareholders. Among the
items of performance-based compensation that caledected without regard to amount (assuming slédehapproval and other applicable
requirements are satisfied) is compensation agsalcigith the exercise price of a stock option s@las the option has an exercise price €
to or greater than the fair market value of theauntyihg stock at the time of the option grant. fitions granted under the Incentive Plan will
have an exercise price at least equal to the farket value of the underlying stock on the datgraft.

Of the total 3,500,000 shares of common stock alkelfor awards under the Incentive Plan, the marimumber that may be awarded over
the term of the Incentive Plan to any participaither as awards of ISOs, NQSOs, restricted stockvidend equivalent rights, or any
combination of each, is 750,000.

The Board of Directors recommends a vote FOR Item 2
ITEM 3
APPROVAL OF THE DIRECTOR EQUITY PARTICIPATION PLAN

At a meeting held on March 23, 1994, the CompaRgard of Directors authorized the officers to impént, subject to the approval of the
Company's shareholders, the Pinnacle West CapitgddCation Director Equity Participation Plan (thleguity Plan™). The Board believes tl
adoption of the Equity Plan will promote the suscasd enhance the value of the Company by (i) gtirening the Company's ability to
attract and retain the services of experiencedkandledgeable persons as directors of the Company/(ii) linking the personal interests of
directors to those of the Company's shareholddrs.Bquity Plan, if approved by shareholders, vaWd an effective date of March 23, 1994.

A committee, appointed by the Board and consistingt least two (2) noemployee directors, will administer the Equity Plaimich provides
for annual grants of 500 shares of the Companytson stock to each director as partial paymenhefannual retainer paid to directors for
their services to the Company. The total numbeshaires of Company common stock available for gnamtier the Equity Plan is 50,000. 1
following summary of the Equity Plan is qualifiedits entirety by reference to the plan, a copwbich is included at the end of this Proxy
Statement as Appendix B.

Summary of Plan Benefits

On July 1 of each year, commencing in 1994, eactopeserving as a director of the Company on thtg,dvho is not also an employee of
Company, will automatically be granted 500 shafgSampany common stock, provided that the direbtmreficially owns 500 shares of
Company common stock on the date immediately piagdtie date of grant. The amount of beneficial exghip necessary to qualify for e
subsequent 500 share annual grant will be increlag®&d0 shares each year during a director's tesnuthe Board until it reaches 2,500
shares, at which point no further increases inesbamership will be required. Therefore, an indiddtwho received a grant of 500 shares on
July 1, 1994 based upon beneficially owning 500ehaf Company common stock would be required teefieially own 1,000 shares
immediately prior to July 1, 1995 in order to qéafor a 500 share grant on that date. In the etratta director does not own the required
number of shares immediately prior to July 1 of gagr during his or her tenure on the Board, tivaictor will not be entitled to an award of
stock for that year.

The following table shows the grants that will bade on July 1, 1994 under the Equity Plan assuthaigthe plan is approved by
shareholders and that the current makeup of thedBi@es not change:

NEW PLAN BENEFITS

Director Equity Participation Plan Benefits

Dollar  Shares
Name and Position \% alue(l) Granted

Richard Snell 0 0(2)
Chairman of the Board, President & CEO

Michael S. Ash 0 0(2)
Corporate Counsel

Arlyn J. Larson 0 0(2)
VP Planning & Development



Nancy E. Newquist 0 0(2)
VP & Treasurer

Henry B. Sargent 0 0(2)
Executive VP & CFO

Faye Widenmann

VP Corp Relations & Administration and 0 0(2)
Secretary

Executive officers as a group (6 total) 0 0(2)
Directors who are not executive officers $70,000 3,500

Non-executive officer employees as a group 0 0 (2)

(1) Based upon the closing price of a share of Gomcommon stock on April 5, 1994 ($20). Actualldiolalue will be determined by using
the average of the high and low price for a sha@ampany common stock on the date of grant.

(2) These individuals and groups are not partidipamthe Equity Plan, but they are required byusigies and Exchange Commission rules to
be listed in the table.

The Board of Directors recommends a vote FOR Item 3
GENERAL

Cost of Solicitation. The cost of the solicitatiohproxies, which will be by mail, will be borne Itlye Company. Brokerage houses and others
will be reimbursed for their out-of-pocket expenseforwarding documents to beneficial owners ofckt Directors, officers or employees of
the Company may solicit proxies by telephone grérson without extra compensation.

Auditors. It is contemplated that the Company'afiicial statements as of December 31, 1994 antiéoydar then ended will be examined by
Deloitte & Touche, independent certified public @ctants. Representatives of that firm are expeotéa present at the annual meeting with
the opportunity to make a statement if they sordesid to be available to respond to appropriaéstipns.

Voting Procedures. A majority of the outstandingrels entitled to vote in person or by proxy atrttezting will constitute a quorum for the
conduct of business.

For the election of directors, the individuals figtey the highest number of votes will be electéde number of votes to which each
shareholder will be entitled is to be determinedvytiplying the number of shares of common stoeked as of the Record Date by the
number of directors to be elected, and any shadehohay cumulate his or her votes by casting thiém person or by proxy for any one
nominee, or by distributing them among two or mooeninees.

In voting on the two management proposals (seegpa@é¢hrough 21), each shareholder will be entitecast a number of votes equal to the
number of shares of common stock owned by suclebblter as of the Record Date. Approval of eaclp@sal requires the affirmative vote
of a majority of the shares represented at theingeand entitled to vote thereon.

Proxies returned indicating the shareholder's wishbstain from voting on a management proposat@msidered to be shares present and
entitled to vote, and such shares will be useckieminining the percentage of shares that voteti@pitoposal. Broker "non-votes", instances
where no proxy has been returned to a brokeragehiir the beneficial owner, are not considered tehares present and entitled to vote and
such shares will not be used in determining theqreage of shares that voted on a management @lopos

Section 16(a) Reports. Section 16(a) of the Seeariixchange Act of 1934 requires the Companyisayff and directors to file reports of
ownership of Company equity securities with theusities and Exchange Commission and the New YooklSExchange. Mr. Jamieson was
required to file a Form 4, Statement of Changd3dneficial Ownership, to report his purchase of 8B8res of Company common stock on
August 5, 1992. Although this form was due by Ju8e1992, it inadvertently was not filed until Mart1, 1994. Ms. Newquist was required
to file a Form 4 reflecting a transfer of 200 sisasé Company common stock on February 16, 199h0o8igh this form was due by March 10,
1994, it inadvertently was not filed until March,3®94.

Nominations to the Board. A shareholder wishingrtmpose the nomination of an individual for electto the Company's Board of Directt
must submit his or her recommendation to the Compamriting, and in accordance with the applicaptevisions of the Company's Articl
of Incorporation and Bylaws, so as to be receivethk Office of the Secretary no later than Novenitde 1994. Copies of the Company's
Articles of Incorporation and Bylaws are availabf@n written request delivered to the Office of 8exretary.

Shareholder Proposals For Next Annual Meeting.rifeoto be considered for inclusion in the proxgtestnent and form of proxy relating to
the 1995 annual meeting of the Company's sharetmlderoposal intended by a shareholder for ptaden at that meeting must be
submitted in accordance with the applicable rufeb® Securities and Exchange Commission and redddy the Company at its princi



executive offices on or before December 16, 19%8dp@sals to be presented at the annual meetinghwenenot intended for inclusion in the
proxy statement and form of proxy must be submiiteaiccordance with the applicable provisions ef @ompany's Bylaws, a copy of which
is available upon written request delivered to@fce of the Secretary. The Company suggestspitgionents submit their proposals to the
Office of the Secretary by Certified Mail -- RetuReceipt Requested.

Appendix A

PINNACLE WEST CAPITAL CORPORATION
1994 LONG-TERM INCENTIVE PLAN

1. PURPOSE

The purpose of the Pinnacle West Capital Corpanati94 Long-Term Incentive Plan (the "Plan") iptomote the success, and enhance the
value, of Pinnacle West Capital Corporation (thertany") by linking the personal interests of iy lemployees to those of Company
shareholders and by providing its key employeeh wiit incentive for outstanding performance. The Bdurther intended to provide
flexibility to the Company in its ability to motit, attract and retain the services of employees whose judgement, interest and special
effort the successful conduct of the Company's atjpmr is largely dependent. Accordingly, the Planpits the grant of incentive awards

from time to time to selected officers and key esypks of the Company and any Subsidiary.

2. DEFINITIONS

The following definitions will be applicable throligut the Plan:

a. "Award" means, individually or collectively, a@ption, Stock Appreciation Right, Restricted Stdakard or Dividend Equivalent Award.
b. "Award Agreement” means any written agreememitract or other instrument or document evidenaing\ward.

c. "Board" means the Board of Directors of the Camyp

d. "Code" means the Internal Revenue Code of 1886ay regulations issued thereunder, as the saagdoenamended from time to time.

e. "Committee" means the committee of the Boardrnilgsd in
Section 4.

f. "Company" means Pinnacle West Capital Corponatio

g. "Date of Grant" means the date on which thetgrgrof an Award is authorized by the Committeesoch later date as may be specified by
the Committee in such authorization.

h. "Disability" means any illness or other physicamental condition of a Participant which renddes Participant incapable of performing
his customary and usual duties for the Compangngrmedically determinable illness or other phylsicanental condition resulting from a
bodily injury, disease or mental disorder whichtia judgment of the Committee is permanent andimoots in nature. The Committee may
require such medical or other evidence as it daeruessary to judge the nature and permanency #fdtiipant's condition.

i. "Dividend Equivalent” means an Award granted em8ection 10.

j. "Eligible Employee" means any person regulartypdoyed by the Company or a Subsidiary on &-time salaried basis who satisfies all of
the requirements of Section 6.

k. "Fair Market Value" means the average of thénbgj price and the lowest price at which the Staidkhave been sold regular way on the
New York Stock Exchange ("NYSE"), as reported oo @omposite Tape, on the date on which Fair Mavkiie is to be determined, or if
such sales were made on such date, the averalge bigthest price and the lowest price at whichStoek will have been sold regular way on
the NYSE, as reported on the Composite Tape, omthediately succeeding date on which such salesroed.

. "Incentive Stock Option" means an Option witktie meaning of
Section 422 of the Code.

m. "Normal Termination" means Termination:
(i) At retirement pursuant to the Company or Sulasidretirement plan covering the Holder,

(i) For Disability, or



(iii) For any other reason, provided that the Cofttewri has approved the continuation of any Optidstanding on the date of the Participant's
Termination.

n. "Option" means an Award granted under Sectiohtfie Plan.
0. "Participant” means an Eligible Employee who besn granted an Award.

p. "Plan" means the Pinnacle West Capital Corpmmat®94 Long-Term Incentive Plan, as set forth inemad as the same may be amended
from time to time.

g. "Restricted Stock Award" means an Award grantedier Section 9 of the Plan.

r. "Stock" means Common Stock of the Company ameeéfin Article Third of the Company's Articles loicorporation or such other stock
that is substituted therefor as provided in Sectian

s. "Stock Appreciation Right" or "SAR" means an Adigranted pursuant to Section 8 of the Plan.

t. "Subsidiary" means any corporation of which garity of the outstanding voting stock or votingvper is beneficially owned directly or
indirectly by the Company.

u. "Termination" means separation from employmeith the Company or any of its Subsidiaries for aegson other than death.
Notwithstanding the foregoing, a Participant's $fanto employment with a Subsidiary from employingith the Company or anoth
Subsidiary (or vice versa) will not constitute atmination" for purposes of this Plan.

3. EFFECTIVE DATE

Subject to the approval of this Plan by the affitievote of the holders of a majority of the sisaoé stock of the Company present, or
represented, and entitled to vote at a duly cordyemeeting of shareholders, the Plan will becomectiffe on March 23, 1994.

4. ADMINISTRATION

The Plan will be administered by a Committee thatppointed by, and will serve at the discretigrtlug Board. The Committee will consist
of at least two individuals who are members ofBloard who are "disinterested persons,” as suchitedefined in Rule 16b-3 promulgated
under Section 16 of the Securities Exchange A&984, as amended (the "1934 Act"), or any succgmesmision, except as may be otherw
permitted under Section 16 of the 1934 Act andégilations and rules promulgated thereunder.

A majority of the Committee will constitute a quaruThe acts of a majority of the members preseahgtmeeting at which a quorum is
present and acts approved in writing by a majaftthe Committee in lieu of a meeting will be deehtlee acts of the Committee. Each
member of the Committee is entitled to, in goothfaiely or act upon any report or other informatfarnished to that member by any officer
or other employee of the Company or any SubsidiheyCompany's independent certified public accantstor any executive compensation
consultant or other professional retained by them@any to assist in the administration of the Plan.

The Committee has the exclusive power, authoritydiscretion to:

a. Designate Participants;

b. Determine the type or types of Awards to be g@mo each Participant;

c. Determine the number of Awards to be grantedthechumber of shares of Stock to which an Awaitrefate;

d. Determine the terms and conditions of any Awgrathted under the Plan including but not limitecth@ exercise price, grant price or
purchase price, any restrictions or limitationstlom Award, any schedule for lapse of forfeituraniesons or restrictions on the exercisability
of an Award, and accelerations or waivers therea$ed in each case on such considerations as theiftee in its sole discretion determir

e. Determine whether, to what extent, and undett wineumstances an Award may be settled in, oettexcise price of an Award may be ¢
in, cash, Stock, other Awards or other propertygroAward may be canceled, forfeited or surrendered
f. Prescribe the form of each Award Agreement, Whieed not be identical for each Participant;

g. Decide all other matters that must be determinednnection with an Award,

h. Establish, adopt or revise any rules and reguistas it may deem necessary or advisable to asterinhe Plan; an



i. Make all other decisions and determinations thay be required under the Plan or as the Comnitteens necessary or advisable to
administer the Plan.

The Committee's interpretation of the Plan, any fdsaranted under the Plan, any Award Agreemengfrtbcisions and determinations by
the Committee with respect to the Plan are finiakling and conclusive on all parties.

5. SHARES SUBJECT TO THE PLAN
The Committee may, from time to time, grant Awat@®sne or more Eligible Employees; provided, howetreat:
a. Subject to Section 12, the aggregate numbedrares of Stock made subject to Awards under tkia Rlay not exceed 3,500,000.

b. To the extent that an Award terminates, expirdapses for any reason, any shares of Stock ciLibj¢he Award will again be available for
the grant of an Award under the Plan and shargestuio SARS or other Awards settled in cash wélldvailable for the grant of an Award
under the Plan, in each case to the full extentabla pursuant to the rules and interpretationthefSecurities and Exchange Commission
under Section 16 of the 1934 Act.

c. Stock delivered by the Company pursuant to aavmay be authorized and unissued Stock, Stockih¢he treasury of the Company or
Stock purchased on the open market.

d. Notwithstanding any provision in the Plan to tioetrary and subject to Section 12, the maximumlbrer of shares of Stock with respect to
one or more Awards that may be granted to any amgciant over the term of the Plan will be 75@00

6. ELIGIBILITY

Awards may be granted only to officers and othgrdmployees of the Company and its Subsidiariedeteyrmined by the Committee.
7. STOCK OPTIONS

Options may be granted to any Eligible EmployeehEaption so granted will be subject to the follog/iconditions:

a. Option price. The option price per share of twitl be set by the grant, provided that in no mweill the option price per share be less
than the Fair Market Value at the Date of Grant.

b. Form of payment. The Committee will determine thethods by which the exercise price of an Optiay be paid, the form of payment,
including, without limitation, cash, shares of t@r other property (including net issuance or ptisashless exercise" arrangements), an
methods by which shares of Stock will be delivevedeemed to be delivered to Participants. Withiouiting the power and discretion
conferred on the Committee pursuant to the pregesiimtence, the Committee may, in the exercises afiscretion, but need not, allow a
Participant to pay the Option price by directing thompany to withhold from the shares of Stock ¥atld otherwise be issued upon
exercise of the Option that number of shares haaiRgir Market Value on the exercise date equtiddOption price, all as determined
pursuant to rules and procedures established bgdhamittee.

c. Other terms and conditions. The Option will beecexercisable in such manner and within such gerigeriods as set forth in the Award
Agreement upon payment in full in any manner pegditunder

Section 7b. In no event, however, will any Opti@ndxercisable for more than 10 years from its Da@rant. Except as otherwise provided
in this Plan or in the applicable Award Agreemamty Option may be exercised in whole or in pagrgt time. An Option will lapse under t
following circumstances, unless otherwise speciiiethe applicable Award Agreement:

(i) Prior to the Participant's Termination or dedtie Option will lapse 10 years after it is grahtenless an earlier time is set by the grant.
(ii) If the Participant separates from employmethteo than by Normal Termination, it will lapse hettime of Termination.

(iii) If the Participant's Termination is a NorniB¢érmination, as defined in Section 2m(i) or 2m(ti)vill lapse 15 months after Termination,
unless an earlier time is set by the grant. Inctme of Incentive Stock Options, any Options whéhain unexercised after 3 months
following the date of Termination will be deemedo® Non-Qualified Stock Options.

(iv) If the Participant's Termination is a Normarimination, as defined in Section 2m(iii), it wilpse three months after his Termination,
unless an earlier time is set by the grant.

(v) If the Participant dies within the option petjghe Option will lapse 15 months after the Pipéint's death, unless an earlier time is set by
the grant. If a Participant dies after Terminatiture to Normal Termination as defined in Section ftra,Option will lapse 15 months after the
Participant's Termination, unless an earlier timsét by the grant. Upon the Participant's deatheaercisable Options may be exerciset



the Participant's legal representative or represies, by the person or persons entitled to donsier the Participant's last will and testament
or, if the Participant fails to make testamentaspdsition of such Option or dies intestate, bypgbkeson or persons entitled to receive said
Option under the applicable laws of descent anliligion.

d. Award Agreement. Each Option granted under tha Rill be evidenced by an Award Agreement betwgenCompany and the Particip
containing such provisions as may be determineth&yCommittee.

e. Individual dollar limitations. The aggregaterfdarket Value (determined as of the time the Qptfogranted) of all shares of Stock with
respect to which Incentive Stock Options are fisstrcisable by a Participant in any calendar yesy not exceed $100,000.

f. Right to exercise ISOs. During a Participarit&tiime, an Incentive Stock Option may be exercisely by the Participant.
8. STOCK APPRECIATION RIGHTS
The Committee is authorized to grant SARs to Fp#ditts on the following terms and conditions:

a. Right to payment. Upon the exercise of a StogfrAciation Right, the Participant to whom it isigted has the right to receive the excess,
if any, of:

() The Fair Market Value of one share of Stockiloe date of exercise; over

(i) The grant price of the Stock Appreciation Rigls determined by the Committee, which will notdses than the Fair Market Value of one
share of Stock on the date of grant.

b. Other terms. All awards of Stock AppreciatiogiRs will be evidenced by an Award Agreement. Térens, methods of exercise, methods
of settlement, form of consideration payable inlsetent, and any other terms and conditions ofStagk Appreciation Right will be
determined by the Committee at the time of the tgphthe Award and will be reflected in the Awardement.

9. RESTRICTED STOCK AWARDS

The Committee is authorized to make Awards of Reett Stock to Participants in such amounts angestibb such terms and conditions as
may be selected by the Committee. All Awards oftReted Stock will be evidenced by an Award Agreamme

Restricted Stock will be subject to such restritsion transferability and other restrictions asGoenmittee may impose. These restrictions
may lapse separately or in combination at suchgjmeder such circumstances, in such installmentstherwise, as the Committee
determines at the time of the grant of the Awarthereafter.

a. Forfeiture provisions. In the event a Partictgarminates employment during an applicable retsbn period, his right to a Restricted St
Award will be determined as follows, unless otheevspecified in the applicable Award Agreement:

(i) If the Participant separates from employmeheothan by Normal Termination, the Award will bempletely forfeited.

(i) Except as otherwise provided in Section 9a(ifAhe Participant's Termination is a Normal Teration as defined in
Section 2m(i), the Participant will be vested iattportion of the Award as bears the same relatiprie the entire Award as the period of
service, measured from the date the Award was rwatfe date of retirement, bears to the applicedstriction period.

(iii) Except as otherwise provided in Section 9g(i’the Participant dies or becomes Disabled Rhgicipant will be vested in a portion of
the Award, with such portion to be determined i@ $ame manner as the portion under Section 9a(ii).

(iv) Notwithstanding Sections 9a(ii) and (iii),ahe or more of the restrictions placed on a Rastti&tock Award by the Committee require
an action by the Participant or the occurrencenad\aent other than the passage of time, and theipant retires, dies or becomes Disabled
before such restriction or restrictions have beisfied, the Participant will not be vested in groytion of the Award unless the Committee,
in its sole and absolute discretion, elects to eaitisfaction of such restriction or restrictiassa condition of receipt of all or any part of the
Award.

b. Certificates for restricted stock. RestrictedcBtgranted under the Plan may be evidenced in saciner as the Committee will determine.
If certificates representing shares of RestrictetiSare registered in the name of the Participaetificates must bear an appropriate legend
referring to the terms, conditions, and restricsiapplicable to such Restricted Stock, and the Gomwill retain physical possession of the
certificate until such time as all applicable restons lapse.

c. Dividends. Cash and Stock dividends may be eitheently paid or withheld by the Company for #articipant's account. At the
discretion of the Committee, interest may be paidh® amount of cash dividends withheld, includiagh dividends on stock dividends, i



rate and subject to such terms as will be detemioyethe Committee.
10. DIVIDEND EQUIVALENTS

Any Option granted under the Plan may include aaaditional cost Dividend Equivalents, either & time of grant or by amendment.
Dividend Equivalents will be based on the divideddslared on the Stock on record dates during ¢hieg between the date an Option is
granted or the date the Dividend Equivalents aaatgd, if later, and the date such Option is egectiSuch Dividend Equivalents will be
converted to additional shares of the Stock bydilng the dividend that would be payable on theehaf Stock under the Option by the book
value of the Stock.

The Dividend Equivalents earned with respect tadiépant will be distributed to the Participant fis successor in interest) in the form of
shares of the Stock at the time the Option is ésedc Dividend Equivalents will be computed, agath dividend record date, both with
respect to the number of shares under the Optidwéth respect to the number of Dividend Equivalgimires previously earned by the
Participant (or his successor in interest) andssated during the period prior to the dividend rdadate. For purposes of this Section 10, the
book value of a share of the Stock will be deteadim accordance with the Company's regular estadadi accounting practices as of the last
business day of the month immediately precedingliidend record date.

11. GENERAL

Government and other regulations. The obligatiothefCompany to make payment of awards in Stodklwrwise will be subject to all
applicable laws, rules, and regulations, and tt sypprovals by government agencies as may be eghjidihe Company will be under no
obligation to register under the Securities Ac1883, as amended (the "Act"), any of the shar&ita@tk paid under the Plan. If the shares
paid under the Plan may in certain circumstancesx<kenpt from registration under the Act, the Conypaay restrict the transfer of such
shares in such manner as it deems advisable toeethguavailability of any such exemption.

Tax withholding. The Company or any Subsidiary Wwalve the authority and the right to deduct or kaid, or require a Participant to remit
to the Company, an amount sufficient to satisfytebhiStates Federal, state and local taxes (induthie Participant's FICA obligation and
withholding obligation imposed by any country otligan the United States in which the Participasides) required by law to be withheld
with respect to any taxable event arising as dtresthis Plan. With respect to withholding recqedrupon any taxable event under the Plan,
the Committee may, in its sole and absolute digmrepermit a Participant to satisfy the withholglirequirement, in whole or in part, by
having the Company or any Subsidiary withhold sbafeStock having a Fair Market Value on the ddteithholding equal to the amount to
be withheld for tax purposes in accordance witthqurocedures as the Committee establishes.

Claim to Awards and employment rights. No emplogeether person will have any claim or right togranted an Award under the Plan.
Neither this Plan nor any action taken hereundérbgiconstrued as giving any employee any rightdaetained in the employ of t
Company or a Subsidiary.

Beneficiaries. Except as otherwise provided in i®act, dealing with Options, or in any Award Agresmh, any payment of Awards due un
this Plan to a deceased Participant will be paithédbeneficiary designated by the Participantfded with the Committee. If no such
beneficiary has been designated or survives thiiclpant, payment will be made to the person esdithereto under the Participant's will or
the laws of descent and distribution. Subject oftlregoing, a beneficiary designation may be chdray revoked by a Participant at any ti
provided the change or revocation is filed with @@mmittee.

Nontransferability. Subject to the above paragramicerning beneficiaries, a person's rights aretésts under the Plan, including amot
payable, may not be assigned, pledged or trandfgorevided that a person's rights and interestieuthe Plan, with the exception of
Incentive Stock Options, may be assigned, pledgérchnsferred pursuant to a domestic relationsrdius satisfies the requirements for a
"qualified domestic relations order" as set forttsiection 414(p)(1)(A) of the Internal Revenue Code

Indemnification. Each person who is or will haveba& member of the Committee or of the Board vélindemnified and held harmless by
the Company against and from any loss, cost, itgtnl expense that may be imposed upon or reaspiraurred by him in connection with
or resulting from any claim, action, suit or prodeg to which he may be a party or in which he rhaynvolved by reason of any action or
failure to act under the Plan and against and fagnand all amounts paid by him in satisfactiojudfgment in such action, suit, or
proceeding against him. He will give the Companypportunity, at its own expense, to handle anémtthe same before he undertakes to
handle and defend it on his own behalf. The fonegeight of indemnification will not be exclusivé any other rights of indemnification to
which such persons may be entitled under the Coypamticles of Incorporation or Bylaws, as a mati€law or otherwise, or any power
that the Company may have to indemnify them or liodsin harmless.

Relationship to other benefits. No payment underRfan will be taken into account in determining Banefits under any pension, retirem
savings, profit sharing, group insurance, welfaretber benefit plan of the Company or any Subsydia

Expenses. The expenses of administering the PlabeMborne by the Company and its Subsidiaries.

Pronouns. Masculine pronouns and other words otutiae gender will refer to both men and wom



Titles and headings. The titles and headings o§éwtions in the Plan are for convenience of referenly, and in the event of any conflict,
the text of the Plan, rather than such titles adirggs, will control.

Fractional shares. No fractional shares of stodkbeiissued. Any fractional shares accrued undekward will be eliminated by rounding
down.

Tender offers. In the event of a public tenderdibor any portion of the Stock, or in the everdtth proposal to merge, consolidate or
otherwise combine with another company is submitbedhareholder approval, the Committee may isdie discretion take the following
actions.

(i) Options and SARs. The Committee may declargipusly granted Options and SARs to be immediataigrcisable. To the extent that this
provision causes Incentive Stock Options to exdbedlollar limitation set forth in Section 7e, #wecess Options will be deemed to be Non-
Qualified Stock Options.

(il) Restricted stock. The Committee may changelioninate the restrictions placed on a previoushnted Restricted Stock Award.

Unfunded status of awards. The Plan is intenddxbtan "unfunded" plan for incentive compensatioithWespect to any payments not yet
made to a Participant pursuant to an Award, nothorgained in the Plan or any Award Agreement giile the Participant any rights that are
greater than those of a general creditor of the gzmm or any Subsidiary.

Securities law compliance. With respect to any @efsho is, on the relevant date, obligated tor&jgorts under Section 16 of the 1934 Act,
transactions under this Plan are intended to comijilyall applicable conditions of Rule 16b-3 @& #fuccessors under the 1934 Act. To the
extent any provision of the Plan or action by thetittee fails to so comply, it shall be void te #xtent permitted by law and voidable as
deemed advisable by the Committee.

Governing law. The Plan and all Award Agreementdidye construed in accordance with and governeithéyaws of the State of Arizona.
12. CHANGES IN CAPITAL STRUCTURE

In the event a stock dividend is declared uporSteek, the shares of Stock then subject to eachrd\gazand the number of shares subject
thereto) will be increased proportionately withanly change in the aggregate purchase price theteftite event the Stock will be changed
into or exchanged for a different number or classhares of Stock or of another corporation, whetheugh reorganization, recapitalization,
stock splitup, combination of shares, merger or consolidatioere will be substituted for each such sharetoiSthen subject to each Aw:i
(and for each share of Stock then subject thete®humber and class of shares of Stock into wséah outstanding share of Stock will be
exchanged, all without any change in the aggregatehase price for the shares then subject to &aeind.

Subject to any required action by the shareholdietlse Company will be the surviving or resultiogrporation in any merger or
consolidation, any Award granted hereunder wiltaiarto and apply to the securities or rights tackta holder of the number of shares of
Stock subject to the Award would have been entitbed a dissolution or liquidation of the Compamyaanerger or consolidation in which 1
Company is not the surviving or resulting corpamatiwill, in the sole discretion of the Committee:

(a) Cause every Award outstanding hereunder toitete except that the surviving or resulting ceogbion, in its absolute and uncontrolled
discretion, may tender an option or options to pase its shares or exercise such rights on terths@ditions, as to the number of shares
and rights and otherwise, which will substantiglhgserve the rights and benefits of any Award th&standing hereunder; or

(b) Give each Participant the right to exercise Alggprior to the occurrence of the event othentgsminating the Awards over such period
as the Committee, in its sole and absolute dismretill determine. To the extent that this proeiscauses a Participant to exceed the
requirements of Section 7e, any excess Incentiwek3Dptions will be deemed to be Non-Qualified Kt@ptions.

13. AMENDMENTS AND TERMINATION

With the approval of the Board, at any time anahfitime to time, the Committee may terminate, amanehodify the Plan. However, witho
approval of the shareholders of the Company orratbeditions (as may be required by the Code, byirikider trading rules of Section 16 of
the 1934 Act, by any national securities exchargg/stem on which the Stock is listed or reportedyy a regulatory body having
jurisdiction), no such termination, amendment, adification may:

(a) Materially increase the total number of shafeStock that may be issued under the Plan, exaeptovided in Section 12;
(b) Materially modify the eligibility requirementesr participation in the Plan; or
(c) Materially increase the benefits accruing taiPants under the Plan.

No termination, amendment or modification of tharPWill adversely affect in any material way any @ previously granted under the P



without the written consent of the Participant.
Appendix B

PINNACLE WEST CAPITAL CORPORATION
DIRECTOR EQUITY PARTICIPATION PLAN

1. PURPOSE

The purpose of the Pinnacle West Director Equitti€ipation Plan (the "Plan") is to encourage ovegp in Pinnacle West Capital
Corporation (the "Company") by Directors, to strénep the ability of the Company to attract andirethe services of experienced and
knowledgeable individuals as Directors of the Compand to provide those individuals with a furtierentive to work for the best interests
of the Company and its shareholders.

2. DEFINITIONS

For purposes of the Plan, the following terms Wwél/e the meaning set forth herein;

(a) "Award" means a grant of Stock under the Plan.

(b) "Board" means the Board of Directors of the @amy.

(c) "Committee" means the committee appointed byBbard to administer the Plan.

(d) "Company" means Pinnacle West Capital Corponagind any successor thereto.

(e) "Date of Grant" means the first business dajuly of the year in which Stock is granted to Raénts as provided in Section 6.
(f) "Director" means an individual who is a membé&the Board of Directors.

(9) "Fair Market Value" means the average of tlghast price and the lowest price at which the Sisslold regular way on the New York
Stock Exchange ("NYSE") as reported on the Compdsitpe on the date that Fair Market Value is tddtermined, or if no such sales were
made on such date, the average of the highest@mit¢he lowest price at which the Stock is sofplilar way on the NYSE as reported on the
Composite Tape on the immediately succeeding datehich such sales occur.

(h) "Participant" means an individual who is a @i and is eligible to receive shares of Stockeauride Plan.
() "Plan" means the Pinnacle West Capital CorponaDirector Equity Participation Plan, as the sansy be amended from time to time.
() "Plan Year" means the twelve (12) consecutivanth period beginning July 1 and ending June 30.

(k) "Retainer" means the compensation to whichrador is entitled for his or her services as a benof the Board. Retainer shall not
include (i) fees paid for attending Board meetingmeetings of Board committees, (ii) any other anis paid to a Director on a peneeting
basis, or (iii) amounts paid by the Company ositbsidiaries in a capacity other than as a menfitbed3oard.

() "Stock" means the Common Stock of the Compangefined in Article Third of the Company's Artislef Incorporation or such other
stock that is substituted therefor as providedeati®n 7 of the Plan.

3. SHARES OF STOCK SUBJECT TO THE PLAN

(a) Subject to the provisions of Section 7 of thenPthe aggregate number of shares of Stock thgithe awarded under the Plan will be fifty
thousand (50,000) shares.

(b) The Stock to be awarded under the Plan maydseravailable from
(i) authorized but unissued shares of Stock, (ck held in the treasury of the Company, or fiig¢viously issued and outstanding shares of
Stock reacquired by the Company, including shaueshased on the open market.

4. ADMINISTRATION OF THE PLAN

(&) The Plan will be administered by the Committedyject to the restrictions set forth in the P



(b) The Committee has the full power, discretiamd authority to interpret and administer the Plaa manner that is consistent with the
Plan's provisions. However, the Committee doeshawe the power to (i) determine Plan eligibility to determine the number, the price, the
vesting period, or the timing of Awards to be madeer the Plan to any Participant or (ii) take antion that would result in the Awards not
being treated as "formula awards" within the megmhRule 16b-3(c)(2)(ii) or any successor provisipromulgated pursuant to the
Securities Exchange Act of 1934, as amended (tkeH&hge Act").

(c) The Committee's determinations and decisiomeuthe Plan, and all related orders or resolutairiee Board shall be final, conclusive
and binding on all persons, including the Compasystockholders, employees, Participants and #etates and beneficiaries.

(d) Awards will be evidenced by a written instrurhensuch form as the Committee shall approve aitichat include any terms and
conditions which are inconsistent with the prowisi@f the Plan.

5. ELIGIBILITY
(a) All Directors who are not employees of the Campare eligible to participate in the Plan.

(b) An eligible Director will automatically beconzeParticipant in the Plan for the Plan Year if halte is serving as a Director on July 1 of
such Plan Year.

6. AWARDS
(a) Five hundred (500) shares of Stock will autacadly be awarded to the Participant on July 1haf Plan Year; provided,

(i) That for the Participant's initial Plan YednetParticipant must beneficially own five hundré@@) shares of Stock as of the date
immediately preceding the Date of Grant, and

(i) That the amount of stock that must be benafigiowned by a Director to qualify for each subsewnt five hundred (500) share annual
award will be increased by five hundred (500) sh&@ch subsequent Plan Year during a Particigentse on the Board until it reaches two
thousand and five hundred (2,500) shares, at wioaft no further increases in share ownership lvélrequired. In the event that a Director
does not own the required number of shares asaldte immediately preceding the Date of Granty ®icector will not be entitled to an
Award for that Plan Year.

(b) At least six (6) months must elapse betweerDidte of Grant and the disposition of the Stockéskto the Participant.

(c) The Company shall have the right to deduct fedhwards or, alternatively, to require the Papant to pay to the Company, any federal,
state or local taxes as required by law to be weiithfwith respect to such Award. If the Companyeiguired to withhold taxes with respect to
an Award, the Participant must:

(i) Direct the Company to withhold from the shaoé$tock to be issued to the Participant the nurbshares necessary to satisfy the
Company's tax withholding obligation, based onshares' Fair Market Value as of the date of wittimg;

(i) Deliver to the Company sufficient shares ob&k to satisfy the Company's tax withholding obligas, based on the shares' Fair Market
Value as of the date of withholding; or

(iii) Deliver cash or a check to the Company tassgtthe Company's tax withholding obligation.

A Participant may elect to use the stock withhajdisature only with the consent of, and at the tand in the manner prescribed by, the
Committee.

7. ADJUSTMENT PROVISIONS

In the event of any change in the outstanding Shyckeason of any stock dividend, stock split, pétedization, merger, consolidation,
reorganization, combination or exchange of sharedter similar event,

(i) an appropriate adjustment will be made in theximum number and kind of shares provided in Se@i@) and (ii) an appropriate
adjustment will be made in the number and kindnafres awarded under Section 6(a) and the numbédtiatiaf shares required to be
beneficially owned under

Section 6(a).

8. GENERAL PROVISIONS

(&) Nothing in the Plan or in any instrument exedytursuant to the Plan will confer upon any Pigdiat any right to continue to serve as a
Director of the Company or to receive an Awarddd?lan Year in which the Participant did not sgtibe conditions therefor nor shall



affect the right of the Company and its sharehalderterminate the services of any Participant Bsector as provided in the Company's By-
laws or otherwise.

(b) No shares of Stock will be issued under the Ridess all applicable requirements imposed bgridcand state securities laws, regulatory
agencies and stock exchanges upon which the Staglbmlisted have been fully complied with.

(c) No Participant and no beneficiary or other parslaiming under or through such Participant Wale any right, title or interest in any
shares of Stock allocated or reserved under the déXeept as to such shares of Stock, if any, thet been issued to such Participant.

(d) No award made under the Plan will be taken &utoount in determining any benefits under any ipansetirement, savings, profit shari
group insurance, welfare or other employee bepédit of the Company or any of its subsidiaries.

(e) If any provision of the Plan is deemed to begal or invalid for any reason, the illegalityiovalidity will not affect the remaining
provisions of the Plan, but will be fully severahled the Plan will be construed and enforced teeifllegal or invalid provision had never
been included herein.

() Any expenses of administering the Plan willdmne by the Company.
(9) The Plan and all Award Agreements shall be tard in accordance with and governed by the ldviiseoState of Arizona.
9. AMENDMENT AND TERMINATION

Subject to shareholder approval where expresslyined| by law, the Board will have the power to athesuspend or terminate the Plan at
time; provided, however, that to the extent prdiibiby Rule 16b3(c)(2)(ii) promulgated under the Exchange Acg, pinovisions of Section
and Section 6(a) may not be amended more thanesresg six (6) months other than to comport withrefes in Exchange Act, the Internal
Revenue Code, the Employee Retirement Income $gdudct, or the rules thereunder. Unless approvethbyshareholders of the Company,
no amendment will:

(i) Change the class of persons eligible to recéwards under the Plan;

(i) Materially increase the benefits accruing &rtitipants under the Plan; or
(iii) Materially increase the number of shares tfck subject to the Plan.

10. EFFECTIVE DATE AND DURATION

(a) The Plan will become effective upon its adapty the Board, subject to and conditioned uporssgbent approval of the Plan by the
shareholders of the Company.
(b) The Plan will terminate upon the adoption eésolution of the Board terminating the Plan.

Given below is a map depicting the location of tiigwam Resort for those shareholders wishing tenatthe annual meeting. Adequate
parking will be made available and the Company pritlvide for validation of your parking ticket &etregistration desk at the meeti



PINNACLE WEST CAPITAL CORPORATION PROXY CARD
P.O. Box 52136
Phoenix, Arizona 85072

P

R
This proxy is solicited on behalf of the Board afdators for the
O Annual Meeting on May 19, 1994

X The undersigned hereby appoints Richard SnellFayd Widenmann, and each of them, proxies fouttteersigned, each with full power
Y of substitution, to attend the Annual MeetingStfareholders of Pinnacle West Capital Corporatmbge held May 19, 1994 at ten o'clock
a.m., Phoenix time, and at any adjournment theesuf,to vote as specified in this Proxy all thereb@f stock of the Company which the
undersigned would be entitled to vote if personphysent.

Voting with respect to the election of Directorslahe other proposals may be indicated on the sewvefrthis card. Nominees for Director ¢
Pamela Grant, Martha O. Hesse, William S. Jamiedomnd Richard Snell.

YOUR VOTE ISIMPORTANT! PLEASE SIGN AND DATE ON THE REVERSE AND
RETURN PROMPTLY IN THE ENCLOSED POSTAGE-PAID ENVELOPE.



This proxy when properly executed will be votedtie manner directed herein.
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appear to the left. Joint owners should both digguciaries, attorneys, corporate officers, etousth state their capacities.
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