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UNITED STATES  

SECURITIES AND EXCHANGE COMMISSION  
Washington, D.C. 20549  

   

   

FORM 8-K  
   

CURRENT REPORT  
Pursuant to Section 13 or 15(d) of the  

Securities Exchange Act of 1934  
   

Date of Report (Date of earliest event reported):   December 31, 2011  
   

   
   
Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the 
following provisions:  
   
�             Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)  
   
�             Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)  
   
�             Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))  
   
�             Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))  
   

This combined Form 8-K is separately filed or furnished by Pinnacle West Capital Corporation and Arizona Public Service Company.  Each 
registrant is filing or furnishing on its own behalf all of the information contained in this Form 8-K that relates to such registrant and, where required, its 
subsidiaries.  Except as stated in the preceding sentence, neither registrant is filing or furnishing any information that does not relate to such registrant, 
and therefore makes no representation as to any such information.  
   
   
   

 

Commission File Number  
   

Exact Name of Registrant as Specified in  
Charter; State of Incorporation;  
Address and Telephone Number  

   
IRS Employer  

Identification Number  
               

1-8962  
   

Pinnacle West Capital Corporation  
   

86-0512431  
   

   

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

   

   



   
Item 2.02.  Results of Operations and Financial Condition.  
   
Item 7.01.  Regulation FD Disclosure.  

   
The following information is furnished pursuant to both Item 2.02 and 7.01.  

   
On February 24, 2012, Pinnacle West Capital Corporation (“Pinnacle West”) issued a press release regarding its financial results for the fiscal 

quarter and full year ended December 31, 2011.  A copy of the press release is attached hereto as Exhibit 99.1.  
   

The Company is providing a quarterly and full year consolidated statistical summary and earnings variance explanations and a copy of the slide 
presentation made in connection with its earnings conference call on February 24, 2012.  This information contains Company operating results for the 
fiscal quarter and fiscal year ended December 31, 2011 and is attached hereto as Exhibits 99.2, 99.3 and 99.4.  The summary, earnings variance 
explanations and slide presentation are concurrently being posted to the Company’s website at www.pinnaclewest.com, which also contains a glossary 
of relevant terms.  
   
Item 9.01.                                           Financial Statements and Exhibits.  
   

(d)                                   Exhibits  
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Exhibit  
No.  

   Registrant(s)  
   Description  

               
99.1  

   

Pinnacle West  
Arizona Public  

Service Company  
(“APS”)  

   

Earnings News Release issued on February 24, 2012.  

               
99.2  

   
Pinnacle West  

APS  
   

Pinnacle West quarterly consolidated statistical summary for the three-month and twelve-month 
periods ended December 31, 2011 and 2010.  

               
99.3  

   
Pinnacle West  

APS  
   

Pinnacle West 4th Quarter and Full-Year 2011 Results slide presentation accompanying 
February 24, 2012 conference call.  

               
99.4  

   

Pinnacle West  
APS  

   

Pinnacle West earnings variance explanations for the three and twelve months ended December 31, 
2011 and 2010 and Consolidated Statements of Income for the three and twelve months ended 
December 31, 2011 and 2010.  



   
SIGNATURES  

   
Pursuant to the requirements of the Securities Exchange Act of 1934, each registrant has duly caused this report to be signed on its behalf by 

the undersigned hereunto duly authorized.  
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PINNACLE WEST CAPITAL CORPORATION  

   
(Registrant)  

         
         
Dated:  February 24, 2012  By:  /s/ James R. Hatfield  
      

James R. Hatfield  
      

Senior Vice President and Chief Financial Officer  
         
      
   

ARIZONA PUBLIC SERVICE COMPANY  
   

(Registrant)  
         
         
Dated:  February 24, 2012  By:  /s/ James R. Hatfield  
      

James R. Hatfield  
      

Senior Vice President and Chief Financial Officer  



   
Exhibit Index  
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Exhibit  
No.  

   Registrant(s)  
   Description  

               
99.1  

   
Pinnacle West  

APS  
   

Earnings News Release issued on February 24, 2012.  

               
99.2  

   
Pinnacle West  

APS  
   

Pinnacle West quarterly consolidated statistical summary for the three-month and twelve-month periods 
ended December 31, 2011 and 2010.  

               
99.3  

   
Pinnacle West  

APS  
   

Pinnacle West 4th Quarter and Full-Year 2011 Results slide presentation accompanying February 24, 
2012 conference call.  

               
99.4  

   

Pinnacle West  
APS  

   

Pinnacle West earnings variance explanations for the three and twelve months ended December 31, 2011 
and 2010 and Consolidated Statements of Income for the three and twelve months ended December 31, 
2011 and 2010.  



Exhibit 99.1 

  

   
PINNACLE WEST REPORTS 2011 FOURTH-QUARTER  

AND FULL-YEAR RESULTS  
   

•                   Disciplined cost-management and strong operational performance benefit bottom line  
   
•                   Pending regulatory settlement would produce benefits for both customers and shareholders  
   
•                   2011 results exceed earnings guidance  
   

PHOENIX - Pinnacle West Capital Corporation (NYSE: PNW) today reported consolidated on-going earnings of $12.1 million, or $0.11 per diluted 
share of common stock, for the quarter ended December 31, 2011. This result compares with on-going earnings of $5.2 million, or $0.05 per share, in 
the same 2010 period. The Company’s net income attributable to common shareholders for the 2011 fourth quarter was $12.6 million, or $0.11 per 
diluted share, compared with net income of $7.4 million, or $0.07 per share, for the same quarter a year ago.  
   
For full-year 2011, Pinnacle West reported consolidated on-going earnings of $328.1 million, or $2.99 per share, as compared to $324.7 million, or 
$3.03 per share, a year ago. Consolidated net income attributable to common shareholders for 2011 was $339.5 million, or $3.09 per diluted share, 
compared with 2010 net income of $350.1 million, or $3.27 per diluted share.  
   
On-going earnings exclude results of discontinued operations primarily related to the Company’s real estate activities and former energy services 
business. A reconciliation of reported earnings to on-going earnings is provided at the end of this release.  
   
“Disciplined cost management, concentration on our core electricity business and superior operational performance by our dedicated employees — 
particularly in the areas of customer service, reliability and safety — produced sound financial results,” said Pinnacle West Chairman, President and 
Chief Executive Officer Don Brandt.  
   
Brandt added that the Company’s 2011 results exceeded its earnings guidance. The Company had projected that on-going earnings would be near the top 
of its guidance range of $2.75 to $2.90 per share. The actual results were due, in part, to lower than expected operating and maintenance costs, and 
cooler than normal weather that increased retail sales in the fourth quarter by a similar amount as the year-ago period.  
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FOR IMMEDIATE RELEASE  February 24, 2012 
Media Contact:  
Analyst Contacts:  

Alan Bunnell, (602) 250-3376  
Rebecca Hickman, (602) 250-5668  
Geoffrey Wendt, (602) 250-5643  

  

Website:  pinnaclewest.com  



   
“We achieved a significant milestone with the proposed settlement of APS’s pending retail rate case,” said Brandt. “The agreement has broad support 
and contains provisions important to customers, shareholders and other stakeholders.” The settlement is pending approval by the Arizona Corporation 
Commission. APS and the other parties have requested the agreement take effect July 1, 2012.  
   
Brandt cited additional examples of the Company’s recent achievements:  
   

•                   In 2011, APS continued its top-tier customer satisfaction rating, maintained superior power plant performance, and provided its 1.1 million 
customers with record levels of service reliability.  

   
•                   Standard & Poor’s Corporation (S&P) raised credit ratings in June for Pinnacle West and APS to BBB, up from BBB-, thus reducing 

borrowing costs and improving access to debt markets. S&P cited the companies’ stronger credit metrics, reduction in debt, improving 
regulatory environment and prudent financial management as contributing factors.  

   
•                   APS also celebrated several renewable energy milestones as the AZ Sun Program (APS-owned solar energy) added 50 megawatts of new solar 

capacity, enough to serve more than 12,000 APS customers. With these plants, APS’s renewable energy portfolio now includes 423 megawatts 
with an additional 523 megawatts in development. New solar and wind plants to serve APS customers have created more than 2,400 design, 
engineering and construction jobs for Arizona.  

   
The fourth-quarter on-going results comparison was positively impacted by the following major factors:  
   

•                   A decrease in operations and maintenance expenses improved earnings by $0.06 per share, due largely to lower power plant maintenance costs 
as a result of more work being completed earlier in the year than in 2010; and to lower employee benefit costs, partially offset by higher 
customer service and energy delivery expenses. The variance excludes costs associated with renewable energy and energy efficiency programs, 
which are offset by comparable amounts of operating revenues.  

   
•                   Higher transmission revenues improved earnings by $0.03 per share, primarily because of a retail transmission rate increase implemented in 

July 2011.  
   

These positive factors were partially offset by the absence of tax benefits of $0.06 per share that were recorded in the 2010 fourth quarter, but were 
related to prior years.  
   
APS, the Company’s principal subsidiary, recorded 2011 fourth-quarter net income attributable to common shareholder of $14.3 million versus net 
income of $7.8 million for the comparable 2010 quarter. For 2011 as a whole, APS net income attributable to common shareholder was $336.2 million 
compared with $335.7 million for 2010.  
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Conference Call and Webcast  
   
Pinnacle West invites interested parties to listen to the live webcast of management’s conference call to discuss the Company’s 2011 fourth-quarter and 
full-year results, as well as recent developments, at 11 a.m. (ET) today, February 24. The webcast can be accessed at pinnaclewest.com/presentations 
and will be available for replay on the website for 30 days. To access the live conference call by telephone, dial (877) 407-8035 or (201) 689-8035 for 
international callers. A replay of the call also will be available until 11:59 p.m. (ET), Friday, March 2, 2012, by calling (877) 660-6853 in the U.S. and 
Canada or (201) 612-7415 internationally and entering account number 286, followed by conference ID number 386657.  
   
General Information  
   
Pinnacle West Capital, an energy holding company based in Phoenix, has consolidated assets of about $13.1 billion, more than 6,300 megawatts of 
generating capacity and about 6,700 employees in Arizona and New Mexico. Through its principal subsidiary, Arizona Public Service, the Company 
provides retail electricity service to more than 1.1 million Arizona homes and businesses. For more information about Pinnacle West, visit the 
Company’s website at pinnaclewest.com.  
   
Dollar amounts in this news release are after income taxes.  Earnings per share amounts are based on average diluted common shares outstanding.  For 
more information on Pinnacle West’s operating statistics and earnings, please visit pinnaclewest.com/investors.  
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PINNACLE WEST CAPITAL CORPORATION  

NON-GAAP FINANCIAL MEASURE RECONCILIATION  
   

NET INCOME ATTRIBUTABLE TO COMMON SHAREHOLDERS  
(GAAP MEASURE) TO ON-GOING EARNINGS (NON-GAAP FINAN CIAL MEASURE)  

   

   

   
NON-GAAP FINANCIAL INFORMATION  

   
In this press release, we refer to “on-going earnings.” On-going earnings is a “non-GAAP financial measure,” as defined in accordance with SEC rules. 
We believe on-going earnings provide investors with a useful indicator of our results that is comparable among periods because it excludes the effects of 
unusual items that may occur on an irregular basis. Investors should note that these non-GAAP financial measures involve judgments by management, 
including whether an item is classified as an unusual item. We use on-going earnings, or similar concepts, to measure our performance internally in 
reports for management.  
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Three Months Ended  
December 31, 2011  

   
Three Months Ended  
December 31, 2010  

   

      
Dollars in  
Millions  

   
Diluted  

EPS  
   

Dollars in  
Millions  

   
Diluted  

EPS  
   

                          
Net Income Attributable to Common Shareholders  

   $ 12.6 
   $ 0.11 

   $ 7.4 
   $ 0.07 

   
Less adjustments:  

                       
Discontinued real estate operations  

   (0.3 )  —
   (0.2 )  —

   
Discontinued energy services business  

   (0.2 )  —
   (2.0 )  (0.02 ) 

On-going Earnings  
   $ 12.1 

   $ 0.11 
   $ 5.2 

   $ 0.05 
   

      
Twelve Months Ended  

December 31, 2011  
   

Twelve Months Ended  
December 31, 2010  

   

      
Dollars in  
Millions  

   
Diluted  

EPS  
   

Dollars in  
Millions  

   
Diluted  

EPS  
   

                          
Net Income Attributable to Common Shareholders  

   $ 339.5 
   $ 3.09 

   $ 350.1 
   $ 3.27 

   
Less adjustments:  

                       
Discontinued real estate operations  

   1.2 
   0.01 

   6.0 
   0.05 

   
Discontinued energy services business  

   (12.6 )  (0.11 )  (31.4 )  (0.29 ) 
On-going Earnings  

   $ 328.1 
   $ 2.99 

   $ 324.7 
   $ 3.03 

   



   
FORWARD-LOOKING STATEMENTS  

   
This press release contains forward-looking statements based on our current expectations.  These forward-looking statements are often identified by 
words such as “estimate,” “predict,” “may,” “believe,” “plan,” “expect,” “require,” “intend,” “assume” and similar 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.  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 and transmission system 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 environmental requirements and nuclear plant operations;  
•                   our ability to meet renewable energy and energy efficiency mandates 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 provisions in our credit agreements and Arizona Corporation Commission orders.  
   
These and other factors are discussed in Risk Factors described in Item 1A of the Pinnacle West/APS Annual Report on Form 10-K for the fiscal 
year ended December 31, 2011, 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.  
   

#  #  #  
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PINNACLE WEST CAPITAL CORPORATION  

CONDENSED CONSOLIDATED STATEMENTS OF INCOME  
(unaudited)  

(dollars and shares in thousands, except per share amounts)  
   

   

   

      THREE MONTHS ENDED  
   TWELVE MONTHS ENDED  

   
      DECEMBER 31,  

   DECEMBER 31,  
   

      2011  
   2010  

   2011  
   2010  

   
Operating Revenues  

                       
Regulated electricity  

   $ 666,502 
   $ 653,626 

   $ 3,237,194 
   $ 3,180,678 

   
Other revenues  

   1,390 
   3,806 

   4,185 
   8,521 

   
Total  

   667,892 
   657,432 

   3,241,379 
   3,189,199 

   
                         
Operating Expenses  

                       
Regulated electricity fuel and purchased power  

   215,512 
   225,571 

   1,009,464 
   1,046,815 

   
Operations and maintenance  

   228,632 
   230,605 

   904,286 
   870,185 

   
Depreciation and amortization  

   107,504 
   106,673 

   427,054 
   414,479 

   
Taxes other than income taxes  

   35,406 
   34,395 

   147,408 
   135,328 

   
Other expenses  

   2,123 
   3,937 

   6,659 
   7,509 

   
Total  

   589,177 
   601,181 

   2,494,871 
   2,474,316 

   
                         
Operating Income  

   78,715 
   56,251 

   746,508 
   714,883 

   
                         
Other  

                       
Allowance for equity funds used during construction  

   5,010 
   5,649 

   23,707 
   22,066 

   
Other income  

   565 
   2,536 

   3,111 
   6,387 

   
Other expense  

   (2,614 )  (1,153 )  (10,451 )  (9,921 ) 
Total  

   2,961 
   7,032 

   16,367 
   18,532 

   
                         
Interest Expense  

                       
Interest charges  

   58,744 
   62,237 

   241,995 
   244,174 

   
Allowance for borrowed funds used during construction  

   (3,987 )  (4,225 )  (18,358 )  (16,479 ) 
Total  

   54,757 
   58,012 

   223,637 
   227,695 

   
                         
Income From Continuing Operations Before Income Taxes  

   26,919 
   5,271 

   539,238 
   505,720 

   
                         
Income Taxes  

   7,375 
   (5,013 )  183,604 

   160,869 
   

                         
Income From Continuing Operations  

   19,544 
   10,284 

   355,634 
   344,851 

   
                         
Income From Discontinued Operations  

                       
Net of Income Taxes  

   446 
   2,217 

   11,306 
   25,358 

   
                         
Net Income  

   19,990 
   12,501 

   366,940 
   370,209 

   
                         

Less: Net income attributable to noncontrolling interests  
   7,426 

   5,151 
   27,467 

   20,156 
   

                         
Net Income Attributable To Common Shareholders  

   $ 12,564 
   $ 7,350 

   $ 339,473 
   $ 350,053 

   
                         
Weighted-Average Common Shares Outstanding - Basic  

   109,202 
   108,730 

   109,053 
   106,573 

   
                         
Weighted-Average Common Shares Outstanding - Diluted  

   110,077 
   109,224 

   109,864 
   107,138 

   
                         
Earnings Per Weighted-Average Common Share Outstanding  

                       
Income from continuing operations attributable to common shareholders - 

basic  
   $ 0.11 

   $ 0.05 
   $ 3.01 

   $ 3.05 
   

Net income attributable to common shareholders - basic  
   $ 0.12 

   $ 0.07 
   $ 3.11 

   $ 3.28 
   

Income from continuing operations attributable to common shareholders - 
diluted  

   $ 0.11 
   $ 0.05 

   $ 2.99 
   $ 3.03 

   
Net income attributable to common shareholders - diluted  

   $ 0.11 
   $ 0.07 

   $ 3.09 
   $ 3.27 

   
                         
Amounts Attributable To Common Shareholders  

                       
Income from continuing operations, net of tax  

   $ 12,109 
   $ 5,155 

   $ 328,110 
   $ 324,688 

   
Discontinued operations, net of tax  

   455 
   2,195 

   11,363 
   25,365 

   
Net income attributable to common shareholders  

   $ 12,564 
   $ 7,350 

   $ 339,473 
   $ 350,053 

   



Exhibit 99.2 
  

Last Updated  2/24/2012      
   

Pinnacle West Capital Corporation  
   

Quarterly Consolidated Statistical Summary  
Periods Ended December 31, 2011 and 2010  

   

   
See Glossary of Terms.  

   

            3 Months Ended December  
   12 Months Ended December  

   
Line  

         2011  
   2010  

   Incr (Decr)  
   2011  

   2010  
   Incr (Decr)  

   
                                         

      
EARNINGS CONTRIBUTION BY 

SUBSIDIARY ($ Millions)  
                                 

                                          
1  

   Arizona Public Service  
   $ 22 

   $ 13 
   $ 9 

   $ 364 
   $ 356 

   $ 8 
   

2  
   APS Energy Services  

   —
   —

   —
   —

   —
   —

   
3  

   SunCor  
   —

   —
   —

   —
   —

   —
   

4  
   El Dorado  

   —
   —

   —
   —

   2 
   (2 )  

5  
   Parent Company  

   (2 )  (3 )  1 
   (8 )  (13 )  5 

   
                                          
6  

   Income From Continuing Operations  
   20 

   10 
   10 

   356 
   345 

   11 
   

                                          
   

   
Income (Loss) From Discontinued 

Operations - Net of Tax  
                                 

7  
   SunCor  

   —
   —

   —
   (2 )  (9 )  7 

   
8  

   Other  
   —

   2 
   (2 )  13 

   34 
   (21 )  

9  
   Total  

   —
   2 

   (2 )  11 
   25 

   (14 )  
                                          
10  

   Net Income  
   20 

   12 
   8 

   367 
   370 

   (3 )  
                                          
11  

   
Less: Net Income (Loss) Attributable to 

Noncontrolling Interests  
   7 

   5 
   2 

   28 
   20 

   8 
   

                                          
12  

   
Net Income Attributable to Common 

Shareholders  
   $ 13 

   $ 7 
   $ 6 

   $ 339 
   $ 350 

   $ (11 )  
                                          
   

   
EARNINGS PER SHARE BY 

SUBSIDIARY - DILUTED  
                                 

                                          
13  

   Arizona Public Service  
   $ 0.20 

   $ 0.12 
   $ 0.08 

   $ 3.31 
   $ 3.32 

   $ (0.01 )  
14  

   APS Energy Services  
   —

   —
   —

   —
   —

   —
   

15  
   SunCor  

   —
   —

   —
   —

   —
   —

   
16  

   El Dorado  
   —

   —
   —

   —
   0.01 

   (0.01 )  
17  

   Parent Company  
   (0.02 )  (0.02 )  —

   (0.07 )  (0.11 )  0.04 
   

                                          
18  

   Income From Continuing Operations  
   0.18 

   0.10 
   0.08 

   3.24 
   3.22 

   0.02 
   

                                          
   

   
Income (Loss) From Discontinued 

Operations - Net of Tax  
                                 

19  
   SunCor  

   —
   —

   —
   (0.02 )  (0.08 )  0.06 

   
20  

   Other  
   —

   0.02 
   (0.02 )  0.12 

   0.32 
   (0.20 )  

21  
   Total  

   —
   0.02 

   (0.02 )  0.10 
   0.24 

   (0.14 )  
                                          
22  

   Net Income  
   0.18 

   0.12 
   0.06 

   3.34 
   3.46 

   (0.12 )  
                                          
23  

   
Less: Net Income (Loss) Attributable to 

Noncontrolling Interests  
   0.07 

   0.05 
   0.02 

   0.25 
   0.19 

   0.06 
   

                                          
24  

   
Net Income Attributable to Common 

Shareholders  
   $ 0.11 

   $ 0.07 
   $ 0.04 

   $ 3.09 
   $ 3.27 

   $ (0.18 )  
                                          
25  

   BOOK VALUE PER SHARE  
   $ 34.98 

   $ 33.86 
   $ 1.12 

   $ 34.98 
   $ 33.86 

   $ 1.12 
   

                                          
   

   
COMMON SHARES OUTSTANDING 

(Thousands)  
                                 

26  
   Average - Diluted  

   110,077 
   109,224 

   853 
   109,864 

   107,138 
   2,726 

   
27  

   End of Period  
   109,246 

   108,770 
   476 

   109,246 
   108,770 

   476 
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Last Updated  2/24/2012       

   
Pinnacle West Capital Corporation  

   
Quarterly Consolidated Statistical Summary  
Periods Ended December 31, 2011 and 2010  

   

   
See Glossary of Terms.  
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            3 Months Ended December  
   12 Months Ended December  

   
Line  

         2011  
   2010  

   Incr (Decr)  
   2011  

   2010  
   Incr (Decr)  

   
                                         

      
ELECTRIC OPERATING REVENUES 

(Dollars in Millions)  
                                 

                                          

      
REGULATED ELECTRICITY 

SEGMENT  
                                 

      Retail  
                                 

28  
   Residential  

   $ 285 
   $ 281 

   $ 4 
   $ 1,539 

   $ 1,504 
   $ 35 

   
29  

   Business  
   335 

   325 
   10 

   1,454 
   1,441 

   13 
   

30  
   Total retail  

   619 
   606 

   13 
   2,993 

   2,945 
   48 

   

      
Wholesale revenue on delivered 

electricity  
                                 

31  
   Traditional contracts  

   13 
   11 

   2 
   68 

   65 
   3 

   
32  

   Off-system sales  
   11 

   20 
   (9 )  59 

   86 
   (27 )  

33  
   Transmission for others  

   6 
   8 

   (2 )  30 
   34 

   (4 )  
34  

   Other miscellaneous services  
   16 

   10 
   6 

   87 
   50 

   37 
   

35  
   

Total regulated operating electricity 
revenues  

   667 
   655 

   12 
   3,237 

   3,180 
   57 

   
                                          
      MARKETING AND TRADING  

                                 
36  

   Electricity and other commodity sales  
   —

   —
   —

   —
   1 

   (1 )  
37  

   Total operating electric revenues  
   $ 667 

   $ 655 
   $ 12 

   $ 3,237 
   $ 3,181 

   $ 56 
   

                                          
      ELECTRIC SALES (GWH)  

                                 
                                          

      
REGULATED ELECTRICITY 

SEGMENT  
                                 

      Retail sales  
                                 

38  
   Residential  

   2,598 
   2,613 

   (15 )  13,290 
   13,035 

   255 
   

39  
   Business  

   3,540 
   3,463 

   77 
   14,920 

   14,674 
   246 

   
40  

   Total retail  
   6,139 

   6,076 
   63 

   28,210 
   27,709 

   501 
   

      Wholesale electricity delivered  
                                 

41  
   Traditional contracts  

   185 
   127 

   58 
   959 

   750 
   209 

   
42  

   Off-system sales  
   447 

   674 
   (227 )  2,333 

   2,742 
   (409 )  

43  
   Retail load hedge management  

   31 
   96 

   (65 )  153 
   659 

   (507 )  
44  

   Total regulated electricity  
   6,802 

   6,973 
   (172 )  31,655 

   31,860 
   (205 )  

                                          
      MARKETING AND TRADING  

                                 
45  

   Wholesale sales of electricity  
   —

   —
   —

   —
   —

   —
   

46  
   Total electric sales  

   6,802 
   6,973 

   (172 )  31,655 
   31,860 

   (205 )  
                                          

      

POWER SUPPLY ADJUSTOR (“ PSA” ) 
- REGULATED ELECTRICITY 
SEGMENT (Dollars in Millions)  

                                 
                                          
47  

   
Deferred fuel and purchased power 

regulatory asset - beginning balance  
   $ 32 

   $ (41 )  $ 73 
   $ (58 )  $ (87 )  $ 29 

   
48  

   
Deferred fuel and purchased power costs - 

current period  
   (38 )  (44 )  6 

   (69 )  (93 )  24 
   

49  
   Interest on deferred fuel  

        —
   —

        —
   —

   
50  

   Amounts recovered through revenues  
   34 

   27 
   7 

   155 
   122 

   33 
   

51  
   

Deferred fuel and purchased power 
regulatory asset - ending balance  

   $ 28 
   $ (58 )  $ 86 

   $ 28 
   $ (58 )  $ 86 
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            3 Months Ended December  
   12 Months Ended December  

   
Line  

         2011  
   2010  

   Incr (Decr)  
   2011  

   2010  
   Incr (Decr)  

   
                                         
   

   
AVERAGE ELECTRIC 

CUSTOMERS  
                                 

                                          
   

   Retail customers  
                                 

52  
   Residential  

   995,645 
   990,319 

   5,326 
   994,244 

   989,989 
   4,255 

   
53  

   Business  
   126,497 

   125,232 
   1,265 

   125,992 
   125,320 

   672 
   

54  
   Total  

   1,122,142 
   1,115,551 

   6,591 
   1,120,236 

   1,115,309 
   4,927 

   
55  

   Wholesale customers  
   46 

   51 
   (5 )  46 

   51 
   (5 )  

56  
   Total customers  

   1,122,188 
   1,115,602 

   6,586 
   1,120,282 

   1,115,360 
   4,922 

   
                                          
57  

   
Customer growth (% over prior 

year)  
   0.6 %  0.5 %  0.1 %  0.4 %  0.6 %  (0.2 )% 

                                          
   

   
RETAIL SALES (GWH) - 

WEATHER NORMALIZED  
                                 

                                          
58  

   Residential  
   2,540 

   2,579 
   (39 )  13,252 

   13,215 
   36 

   
59  

   Business  
   3,531 

   3,437 
   94 

   14,931 
   14,809 

   122 
   

60  
   Total  

   6,071 
   6,016 

   55 
   28,183 

   28,025 
   158 

   
                                          
   

   
RETAIL USAGE (KWh/Average 

Customer)  
                                 

                                          
61  

   Residential  
   2,610 

   2,639 
   (29 )  13,367 

   13,167 
   200 

   
62  

   Business  
   27,988 

   27,654 
   334 

   118,421 
   117,092 

   1,329 
   

                                          
   

   

RETAIL USAGE - WEATHER 
NORMALIZED (KWh/Average 
Customer)  

                                 
                                          
63  

   Residential  
   2,552 

   2,604 
   (53 )  13,328 

   13,349 
   (21 )  

64  
   Business  

   27,911 
   27,443 

   468 
   118,509 

   118,171 
   338 

   
                                          
   

   ELECTRICITY DEMAND (MW) 
                                 

                                          
65  

   Native load peak demand  
   5,221 

   5,761 
   (541 )  7,087 

   6,936 
   151 

   
                                          
   

   
WEATHER INDICATORS - 

RESIDENTIAL  
                                 

                                          
   

   Actual  
                                 

66  
   Cooling degree-days  

   62 
   60 

   2 
   1,820 

   1,740 
   80 

   
67  

   Heating degree-days  
   442 

   309 
   133 

   1,056 
   829 

   227 
   

68  
   Average humidity  

   25 %  38 %  (13 )%  22 %  26 %  (4 )% 
                                          
   

   10-Year Averages  
                                 

69  
   Cooling degree-days  

   46 
   46 

   0 %  1,783 
   1,783 

   0 %  
70  

   Heating degree-days  
   382 

   382 
   0 %  895 

   895 
   0 %  

71  
   Average humidity  

   36 %  36 %  0 %  26 %  26 %  0 %  
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            3 Months Ended December  
   12 Months Ended December  

   
Line  

         2011  
   2010  

   Incr (Decr)  
   2011  

   2010  
   Incr (Decr)  

   
                                         

      ENERGY SOURCES (GWH)  
                                 

                                          
      Generation production  

                                 
72  

   Nuclear  
   2,041 

   2,169 
   (128 )  9,102 

   9,079 
   23 

   
73  

   Coal  
   2,929 

   3,160 
   (231 )  12,248 

   12,383 
   (135 )  

74  
   Gas, oil and other  

   1,675 
   1,314 

   361 
   5,705 

   5,366 
   339 

   
75  

   Total generation production  
   6,644 

   6,643 
   1 

   27,055 
   26,828 

   227 
   

      Purchased power  
                                 

76  
   Firm load  

   576 
   611 

   (35 )  5,419 
   5,429 

   (10 )  
77  

   Marketing and trading  
   79 

   206 
   (127 )  933 

   1,531 
   (598 )  

78  
   Total purchased power  

   655 
   817 

   (162 )  6,352 
   6,960 

   (608 )  
79  

   Total energy sources  
   7,299 

   7,460 
   (161 )  33,407 

   33,788 
   (381 )  

                                          
                                          

      
POWER PLANT 

PERFORMANCE  
                                 

                                          
      Capacity Factors  

                                 
80  

   Nuclear  
   81 %  86 %  (5 )% 91 %  91 %  (0 )% 

81  
   Coal  

   76 %  82 %  (6 )% 80 %  81 %  (1 )% 
82  

   Gas, oil and other  
   22 %  18 %  4 %  19 %  18 %  1 %  

83  
   System average  

   48 %  48 %  (0 )% 49 %  49 %  0 %  
                                          
                                          

      ECONOMIC INDICATORS  
                                 

                                          

      
Building Permits - Metro Phoenix 

(a)  
                                 

84  
   Single-family  

   1,348 
   904 

   444 
   6,273 

   5,613 
   660 

   
85  

   Multi -family  
   818 

   164 
   654 

   2,462 
   755 

   1,707 
   

86  
   Total  

   2,166 
   1,068 

   1,098 
   8,735 

   6,368 
   2,367 

   
                                          

      Arizona Job Growth (b)  
                                 

87  
   

Payroll job growth (% over prior 
year)  

   1.9 %  (0.4 )% 2.2 %  0.9 %  (2.1 )% 3.0 %  
88  

   
Unemployment rate (%, seasonally 

adjusted)  
   8.8 %  9.7 %  (0.9 )% 9.2 %  9.9 %  (0.7 )% 
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4t h Quarte r and 
Full -Year 2011 
Result s  



   
 

  

Forward -
Looking 
Sta tements 2 
Fourt h Quarte r 
2011 This 
presenta tion 
contai ns 
forward -looki ng 
statements  based 
on current  
expec tat ions, 
including 
statements  
regarding our 
2012 earnings 
out look. These 
forward -looki ng 
statements  a re 
often identif ied 
by words  s uch as 
“estima te ,”  
“predi ct, ”  “may,”  
“be lieve, ” 
“pl an, ” “ expec t,”  
“requi re ,”  
“intend, ” 
“assume”  and 
simila r words. 
Because  ac tual 
results may 
di ffer mat er iall y 
from 
expec tat ions, we  
caut ion you not 
to pl ace undue 
re liance on these 
statements . A  
number of 
factors could 
cause  fut ure  
results to dif fe r 
mate ria lly f rom 
hi stori cal  results, 
or f rom 
out comes 
currently 
expec ted or 
sought by 
Pinnac le W est  or 
AP S. These  
factors incl ude , 
but  a re not 
limited to: our 
abilit y t o achi eve 
timel y and 
adequa te rat e 
recovery of our 
costs, inc luding 
re turns on debt  
and equity 
capi tal;  our 
abilit y t o manage  
capi tal 
expenditures and 
ot her costs while  
mainta ining 
re liabi lity and 
customer se rvice 
leve ls; var ia tions 
in demand for 
electr ic ity, 
including those  
due  to weat her, 
the genera l 
economy, 
customer and 
sales grow th (or 
decl ine), and the  
effects of energy 
conservat ion 
meas ures and 
di stri but ed 
generat ion; 
power plant and 
transmission 
sys tem 
performance and 
out ages;  vol atil e 
fue l and 
purchased power 
costs; fuel  and 
wa ter supply 
avai labili ty; 
regul atory and 
judicia l 
deci sions, 
developments 
and proceedings; 
new  legisl ation 
or regula tion 
including those  
re lati ng t o 
environmenta l 
requi rements and 
nuc lea r pl ant 
opera tions; our 
abilit y t o meet  
renewable  
energy and 
energy eff iciency 
mandates and 
recover rela ted 
costs; r isks 
inherent in the  
opera tion of 
nuc lea r facili ties, 
including spent  
fue l disposal 
uncerta inty; 
competi tion in 
re tail  and 
wholesale  power 
markets; t he  
durat ion and 
severity of  the 
economic  dec line 
in Arizona  and 
current real 
esta te marke t 
conditions; the  
cost of  debt and 
equity capita l 
and the ability to 
access  capi tal 
markets when 
requi red; 
changes to our 
credit rat ings; the 
investment 
pe rformance of 
the assets of our 
nuc lea r 
decommi ssioning 
trust, pension, 
and other 
post re tirement 
benef it plans and 
the resulti ng 
impac t on future 
funding 
requi rements;  t he 
liquidity of  
wholesale  power 
markets and the 
use  of de ri vative  
contrac ts in our 
busi ness; 
pot entia l 
shortfall s in 
insurance  
coverage ; new  
accounting 
requi rements or 
new  
interpre ta tions of 
existing 
requi rements;  
generat ion, 
transmission and 
di stri but ion 
facili ty and 
sys tem 
conditions and 
opera ting cos ts; 
the abi lity to 
meet  the 
antic ipated fut ure  
need for 
additiona l 
basel oad 
generat ion and 
assoc iated 
transmission 
facili ties i n our 
region; the 
wil lingness or 
abilit y of  our 
counterparties, 
power plant 
pa rtici pants and 
power plant land 
owners to meet 
contrac tual or 
ot her obl igations 
or ext end the 
rights for 
continued power 
pl ant opera tions; 
technol ogi ca l 
developments 
affecti ng the  
electr ic  i ndust ry; 
and restr ict ions 
on dividends or 
ot her provisions 
in our credi t 
agreements and 
Arizona  
Corporati on 
Commission 
orders. These  
and other fact ors 
are discussed in 
Risk Factors 
descr ibed in Item 
1A  of the 
Pinnac le 
West /AP S 
Annual  Report 
on F orm 10-K 
for the f isca l yea r 
ended December 
31, 2011, whi ch 
you should 
review  ca re ful ly 
be fore  pl ac ing 
any re liance  on 
our f inanc ial 
statements , 
di sclosures or 
earnings outlook. 
Ne ither Pi nnacle  
West  nor APS 
assumes any 
obl igation to 
upda te t hese 
statements , even 
if our internal  
estima tes change , 
except as 
requi red by l aw .  



   
 

  

In this 
presenta tion, 
re fe rences to net 
income and 
earnings per 
sha re (EP S) 
re fe r to amounts 
attr ibutable to 
common 
shareholders. 
We present 
“regul ated 
electr ic ity gross 
margin”  pe r 
di luted share  of 
common stock. 
Regula ted 
electr ic ity gross 
margin re fe rs t o 
regul ated 
electr ic ity 
revenues l ess 
regul ated 
electr ic ity fue l 
and purchased 
power expenses. 
Regula ted 
electr ic ity gross 
margin is a 
“non -GAAP 
financia l 
meas ure ,” as 
de f ined in 
accordance  wi th 
SEC rul es. The 
appendix 
contai ns a 
reconci liat ion of 
this non-GAAP 
financia l 
meas ure  to the 
re fe renced 
revenue and 
expense  line 
items on our 
Consolidated 
Sta tements of 
Income, whi ch 
are the  most 
di rectl y 
comparabl e 
financia l 
meas ures 
cal cula ted and 
presented in 
accordance  wi th 
general ly 
accept ed 
accounting 
pr inc iples i n t he 
United Sta tes  of 
America 
(GAAP ). We 
vi ew  regulated 
electr ic ity gross 
margin as an 
important 
pe rformance 
meas ure  of the  
core prof itability 
of  our 
opera tions. We 
re fe r to “on -
goi ng earnings”  
in this 
presenta tion, 
which is als o a  
non -GAAP 
financia l 
meas ure . W e 
be lieve on-
goi ng earnings 
provide 
investors wi th a 
use ful indica tor 
of  our results 
that is 
comparabl e 
among periods 
because it  
excl udes the 
effects of 
unusua l items 
that may occur 
on an irregul ar 
basis. 
Reconcili ations 
of on-goi ng 
earnings to our 
ne t income 
attr ibutable to 
common 
shareholders a re  
included i n this 
presenta tion. 
Inves tors should 
not e tha t these  
non -GAAP 
financia l 
meas ures may 
invol ve 
judgments by 
management, 
including 
whe ther an item 
is classif ied as 
an unusual it em. 
These measures 
are key 
components of 
our inte rna l 
financia l 
reporting and 
are used by our 
management i n 
anal yz ing the 
opera tions of 
our business . 
We be lieve  that  
investors bene fit  
from having 
access  t o the 
same financia l 
meas ures that 
management 
uses. Amount s 
Att ributable to 
Common 
Shareholde rs 
and Non -GAAP 
Financ ial  
Meas ures 3 
Fourt h Quarte r 
2011  



   
 

  

CFO Agenda 
4t h Quarte r 
Result s Full -
Year 2011 
Result s Ar izona  
Economic 
Outlook 
Liquidi ty and 
Financ ing 
Ac tivities 4 
Fourt h Quarte r 
2011  



   
 

  

Per Share  Ne t 
Income On-
Going Earnings 
Per Share  5 
Consolidated 
EP S 
Comparisons 
4t h Quarte r 
2011 vs. 4th 
Quarte r 2010 
Fourt h Quarte r 
2011  



   
 

  

Non-GAAP 
EP S 
Reconcili ation 
4t h Quarte r 
2011 vs. 4th 
Quarte r 2010 6 
Fourt h Quarte r 
2011 4th Q tr 4t h 
Qtr 2011 2010 
Change EP S as 
reported 0.11 
0.07 0.04 Less 
adjustments: 
Discontinued 
energy services 
busi ness -  (0.02) 
0.02 On-goi ng 
EP S 0.11 0.05 
0.06 $ $ $ $ $ $   



   
 

  

Higher 
regul ated 
electr ic ity gross 
margin* $0.05 
Other, ne t $0.01 
Lower O&M* 
$0.06 Net 
Inc rease  $0.06 =  
* Exc ludes 
costs, and 
offsett ing 
opera ting 
revenues, 
assoc iated wi th 
renewable  
energy and 
energy 
effic iency 
programs. See 
non -GAAP 
reconci liat ion 
for regulated 
electr ic ity gross 
margin in 
appendix. On-
Going EPS  
Variances 4th 
Quarte r 2011 vs. 
4t h Quarte r 
2010 P rior-year 
favorabl e tax 
matte r 
resolution 
$(0.06) 7 F ourth 
Quarte r 2011  



   
 

  

Regula ted 
Elect ric ity 
Gross Margin 
Drivers 4th 
Quarte r 2011 vs. 
4t h Quarte r 
2010 Net 
Inc rease  $0.05 =  
See  non-GAAP 
reconci liat ion in 
appendix. 
Lower hedge  
mark-to-market 
$(0.02) R eta il 
transmission 
charge i nc reas e 
$0.03 8 L ine 
extens ion 
revenues $0.02 
Fourt h Quarte r 
2011 O ther, net  
$0.02  



   
 

  

Consolidated 
EP S 
Comparisons 
Full -Year 2011 
vs. F ull-Year 
2010 P er Share 
Ne t Income On-
Going 
Earnings* P er 
Share *S ee  non -
GAAP 
reconci liat ion in 
appendix. 
**R ef lec ts 2011 
reclassif ica tion 
of APS Energy 
Services as 
di scontinued 
opera tions. 
***Guidance 
near top of 
range . 9 Fourth 
Quarte r 2011 
Guidance   



   
 

  

Arizona  
Economic 
Indicators 
Employment & 
Consumer 
Spending 
Mont h-To -
Mont h C hange 
Non-Farm Job 
Growt h 
Consumer 
Spending 10 
Fourt h Quarte r 
2011 ‘05 ‘06 
‘07 ‘08 ‘09 ‘10 
‘11 ‘05 ‘06 ‘08 
‘09 ‘10 ‘11 
Year-Over-Year 
Change ‘07  



   
 

  

CEO D iscus sion 
Agenda  A rizona 
Regula tory 
Developments 
Renewables and 
Generation 
Inves tments 
Uti lity 
Opera tions 
Upda te Looking 
Ahead 11 
Fourt h Quarte r 
2011  



   
 

  

 Appendix 
Fourt h Quarte r 
2011  



   
 

  

2012 On-Going 
Earnings Key 
Drivers 13 
Fourt h Quarte r 
2011 Re ta il 
customer growth 
about 1% 
Weather-
normal ized 
re tail  electr ic ity 
sales volume 
grow th slightly 
negati ve taking 
into account 
ef fects of 
Company’s 
energy 
effic iency 
initia tives 
Weather 2009 
regul atory 
settl ement  
provisions, until 
2012 reta il rate  
deci sion goes 
into effect 
Pensi on and 
OP EB  de ferra ls 
Line  extensions 
as revenues Pa lo 
Verde  
depreci ation 
reduc tion due t o 
license 
extens ion 2012 
re tail  ra te 
settl ement  
proposed to 
become 
effecti ve  July 1, 
2012 Re ta il base  
ra te changes 
Adjustment 
mechanism 
modi ficati ons  
Potent ial 
property tax 
de ferra ls 
Transmi ssion 
ra te inc reases 
AZ Sun 
Program 
Company-wide  
opera ting and 
capi tal cost 
management 
Inte rest rates  



   
 

  

2012 P roposed 
Reta il Ra te  C ase  
Set tlement Key 
Bene fit s from 
Inves tor 
Perspec tive  
Provi des f inanc ial 
support APS 
needs to achieve 
Arizona ’s energy 
goa ls Encourages 
progress toward 
sus tainable energy 
future S upports 
renewable  energy 
and energy 
effic iency 
Continues 
constructive  
regul atory 
framework 
established in 
2009 regula tory 
settl ement  
Demonstra tes 
collabora tion and 
cooperati on 
among AP S and 
numerous 
stakehol ders 
All ows decision 
approxima te ly one 
year afte r f iling 
Provi des no base  
ra te change for 
customers and 
promotes ra te 
gradua lism The 
proposed 
settl ement  
contai ns a number 
of bene fi ts for 
customers and 
shareholders. 14 
Fourt h Quarte r 
2011  



   
 

  

2012 P roposed 
Reta il Ra te  C ase  
Set tlement Key 
Financ ial  
Proposa ls – 
Base  Rat e 
Changes  The  
proposed ne t 
base rat e change 
would be zero, 
when 
implemented – 
an important 
benef it to 
customers. 15 
Fourt h Quarte r 
2011 
Annual ized 
Base  Rat e 
Revenue  
Changes  
($ mill ions) 
Non-fue l base  
ra te inc rease  
$ 116.3 Fue l-
re lated base  ra te 
decrease (153.1) 
Revenues 
re lated to AZ 
Sun and other 
sol ar projects  t o 
be  transferred 
from Renewable 
Energy 
Surcharge to 
base rat es 36.8 
Ne t base  ra te 
change  $ -0-  



   
 

  

Other key 
proposal s 
provide 
customers rate  
stabili ty whil e 
continuing 
constructive  
regul atory 
treatment and 
limiting 
regul atory lag. 
16 F ourth 
Quarte r 2011 
2012 P roposed 
Reta il Ra te  C ase  
Set tlement Key 
Proposa ls – 
Othe r than Bas e 
Rates Post t est -
year plant  
additions – 15 
mont hs ’  
additions 
included i n ra te 
base 
Construc tive  
new  or modif ied 
adjustment 
mechanisms 
Lost F ixed Cost  
Recovery 
(LFC R) rat e 
mechanism to 
address 
ra temaking 
effects of energy 
effic iency and 
di stri but ed 
renewable  
energy Power 
Supply Adjust or 
(PS A) – 100%  
pass-through 
Transmi ssion 
Cost Adj ustor 
(TCA) – 
streamli ned for 
future rate  
changes 
Environmenta l 
Improvement  
Surcharge (EIS ) 
– recovery of 
certa in ca rrying 
costs for 
government-
mandated 
environmenta l 
capi tal 
expenditures 
Four C orners 
transac tion – 
procedure  to 
allow  APS to 
request rela ted 
ra te 
adjustments, if  
transac tion 
consummat ed 
Propert y t ax 
expense  
de ferra ls for 
future tax ra te 
changes Current 
PSA  credi t on 
customer bill s to 
continue unti l 
February 1, 
2013, rathe r 
than rese t when 
base rat e 
changes become 
effecti ve  July 1, 
2012 Next 
general  ra te case  
may be f iled on 
or af te r May 31, 
2015 for rat es to 
become 
effecti ve  on or 
af ter July 1, 
2016 (4-year 
stay -out )  



   
 

  

Upda ted rate  
base, cost of  
capi tal and fue l 
pr ices underpin 
the proposed 
settl ement  
amounts. 17 
Fourt h Quarte r 
2011 2012 
Proposed Ret ail 
Rate  Case 
Set tlement Key 
Financ ial  
Assumpti ons 
Rate  base  $5.7 
bi llion A llowed 
re turn on equit y 
10%  Capi tal 
struc ture  Long-
term debt 46.1% 
Common equity 
53.9%  Bas e fue l 
ra te (¢/kW h) 
3.21 ¢ Proj ec ted 
fue l-pr ice year 
for base  fue l 
ra te 2012 Test 
year ended 
December 31, 
2010 adjusted 
for pos t- test 
year plant  
additions  



   
 

  

2012 P roposed 
Reta il Ra te  C ase  
Set tlement 
Procedural 
Schedule Key 
Da tes The  
provisions of the 
settl ement  are 
targeted to 
become 
effecti ve  July 1, 
2012, as 
or igina lly 
requested by 
AP S. 18 Fourt h 
Quarte r 2011 
Set tlement 
agreement f iled 
January 6 
Hearing 
conducted 
January 26 – 
February 3 Post -
hearing br iefs 
due  February 29 
and March 14 
Decisi on 
requested to 
become 
effecti ve  July 1  



   
 

  

AP S AZ S un 
Program Up to 
200 MW  utility -
sca le 
photovolt aic  
sol ar plants t o 
be  owned by 
AP S In se rvi ce  
2011 through 
2015 
Construc tive  
ra te recovery 
through RES 
unt il incl uded in 
base rat es 
Commitment s to 
da te : 83 MW  
wit h $375 
million 
estima ted capit al 
investment 
Proj ec t 
sum mary 50 
MW  in 
commerc ial 
opera tion to da te 
Planni ng and 
procurement 
under way for 
additiona l 
projects Name 
Ne t Capaci ty 
Ac tual or Target 
Opera tion Date  
Pal oma 17 MW 
Sept. 2011 
Cotton Cent er 
17 MW  Oc t. 
2011 Hyder 
Phase  1 11 MW  
Oc t. 2011 Hyder 
Phase  2 5 MW 
Feb. 2012 Chino 
Va lley 19 MW  
4Q 2012 Luke  
Air  Force  Bas e 
14 MW  2013 19 
Fourt h Quarte r 
2011  



   
 

  

Four C orners 
Power Plant  
Proposed Plan 
Acquire  
Southern 
Cali fornia 
Edison ’s 739 
MW  inte rest in 
Units  4 & 5 and 
shut  down 560 
MW  Uni ts 1 – 3 
Purchase  pri ce:  
$294 mil lion 
Acquisition 
target da te:  l ate  
2012 Estima ted 
environmenta l 
compliance  
investment: 
$300 mil lion 
Finance w ith 
mix of debt  and 
equity A ri zona, 
Cali fornia and 
ot her regulatory 
approva ls 
requi red 
Favorable  
Cali fornia 
pre liminary 
deci sion 
Economic, 
environmenta l 
and socia l 
benef its 20 
Fourt h Quarte r 
2011  



   
 

  

Gross Margin 
Effect s of 
Wea ther 
Variances 
Versus Normal* 
2010 P re tax 
Mi llions 2011 
*A ll pe ri ods  
reca lcula ted to 
conform to 
current 
presenta tion. 21 
Fourt h Quarte r 
2011  



   
 

  

Quarte rl y Mark-
to-Market on 
Hedge 
Contracts * 
Pre tax Mi llions 
* R ela ted to 
AP S 10% share  
under P ower 
Supply Adjust or 
(PS A), net  of 
re lated deferra ls. 
2009 2010 2011 
22 F ourth 
Quarte r 2011  



   
 

  

Renewable 
Energy, 
Demand-Side 
Management 
and Simi lar 
Regula tory 
Expenses* * 
O&M expenses  
re lated to 
Renewable 
Energy St andard 
and simila r 
regul atory 
programs a re  
offset by 
comparabl e 
revenue 
amounts. Pret ax 
Mi llions 2009 
2010 2011 23 
Fourt h Quarte r 
2011  



   
 

  

Non-GAAP 
Meas ure  
Reconcili ation 
Regula ted 
Elect ric ity 
Gross Margin 
24 F ourth 
Quarte r 2011 
$ 0.05 $ 399 
$ 408 margin - 
adjusted 
$ mi llions, 
pre tax, except 
pe r s ha re 
amounts 2011 
2010 Three 
Mont hs Ended 
December 31, 
EP S Change  
Regula ted 
electr ic ity 
revenue* 667
$ 654
$ R egula ted 
electr ic ity fue l 
and purchased 
power 
expenses* (216) 
(226) R egula ted 
electr ic ity gross 
margin 451 428 
0.13 $ Less:  
RES, DS M and 
simila r 
regul atory 
surcharge 
revenue** (43) 
(29) (0.08) R e 
ul ated electr ic it 
ross * L ine 
items from 
Consolidated 
Sta tements of 
Income. **RES, 
Renewable 
Energy 
Standard;  DS M, 
Demand-Side 
Management.  



   
   

  

Non-GAAP 
EP S 
Reconcili ation 
Full Year 2011 
Versus F ull 
Year 2010 
Fourt h Quarte r 
2011 25 Year 
Ended 
December 31, 
2011 2010 
Change EP S as 
reported 3.09 
3.27 (0.18) Less  
adjustments: 
Discontinued 
real estat e 
opera tions 0.01 
0.05 (0.04) 
Discontinued 
energy services 
busi ness (0.11) 
(0.29) 0.18 On-
goi ng EPS  2.99 
3.03 (0.04) 
$ $ $ $ $ $   
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Pinnacle West Capital Corporation  

Earnings Variance Explanations  
For the Three-Month and Twelve-Month Periods Ended December 31, 2011 and 2010  

   
The following discussion includes the earnings variance explanations for Pinnacle West Capital Corporation (“Pinnacle West”) for the three 

months and twelve months ended December 31, 2011 and 2010. We suggest that this discussion be read in connection with the Pinnacle West/APS 
Annual Report on Form 10-K for the fiscal year ended December 31, 2011. Additional operating and financial statistics and a glossary of terms are 
available on our website (www.pinnaclewest.com).  

   
RESULTS OF OPERATIONS  

   
Pinnacle West’s reportable business segment is our regulated electricity segment, which consists of traditional regulated retail and wholesale 

electricity businesses (primarily electricity service to Native Load customers) and related activities and includes electricity generation, transmission and 
distribution.  

   
APSES’s and SunCor’s operations have been classified as discontinued operations.  Pinnacle West sold its investment in APSES in 

August 2011.  
   

Operating Results — Three-month period ended December 31, 2011 compared with three-month period ended December 31, 2010  
   

Our consolidated net income attributable to common shareholders for the three months ended December 31, 2011 was $13 million, compared 
with net income of $7 million for the comparable prior-year period.  The results reflect an increase of approximately $7 million for the regulated 
electricity segment primarily due to increased revenues related to higher retail transmission charges and decreased operations and maintenance expenses, 
partially offset by higher income taxes, including income tax benefits recognized in the prior-year period.  
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The following table presents net income attributable to common shareholders by business segment compared with the prior-year period:  

   

   

   
Regulated electricity segment  
   

This section includes a discussion of major variances in income and expense amounts for the regulated electricity segment.  
   

Operating revenues less fuel and purchased power expenses  Regulated electricity segment operating revenues less fuel and purchased 
power expenses were $23 million higher for the three months ended December 31, 2011 compared with the prior-year period.  The following table 
describes the major components of this change:  
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Three Months Ended  

December 31,  
         

      2011  
   2010  

   Net Change  
   

      (dollars in millions)  
   

Regulated Electricity Segment:  
                  

Operating revenues less fuel and purchased power expenses (a)  
   $ 451 

   $ 428 
   $ 23 

   
Operations and maintenance (a)  

   (229 )  (231 )  2 
   

Depreciation and amortization  
   (108 )  (107 )  (1 )  

Taxes other than income taxes  
   (35 )  (34 )  (1 )  

Other income (expenses), net  
   (2 )  2 

   (4 )  
Interest charges, net of allowances for funds used during construction  

   (50 )  (52 )  2 
   

Income taxes  
   (7 )  5 

   (12 )  
Less income related to noncontrolling interests (Note 20)  

   (7 )  (5 )  (2 )  
Regulated electricity segment net income  

   13 
   6 

   7 
   

                     
All other  

   —
   (1 )  1 

   
Income from Continuing Operations Attributable to Common Shareholders  

   13 
   5 

   8 
   

                     
Income from Discontinued Operations Attributable to Common Shareholders (b)  

   —
   2 

   (2 )  
                     
Net Income Attributable to Common Shareholders  

   $ 13 
   $ 7 

   $ 6 
   

(a)  Operating revenues less fuel and purchased power expenses includes amounts related to demand-side management, renewable 
energy and similar regulatory surcharges, which were substantially offset in operations and maintenance.  

      
(b)  Includes activities related to APSES and SunCor.  
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Operations and maintenance   Operations and maintenance expenses decreased $2 million for the three months ended December 31, 2011 

compared with the prior-year period primarily because of:  
   

   
Income taxes  Income taxes were $12 million higher for the three months ended December 31, 2011 compared with the prior-year period 

primarily due to higher pretax income in the current-year period.  In addition, the three months ended December 31, 2010 included $4 million of income 
tax benefits related to prior years resolved in 2010 and $2 million of income tax benefits related to the extension of the Federal R&D credit.  

   
Operating Results — 2011 Compared with 2010  
   

Our consolidated net income attributable to common shareholders for the year ended December 31, 2011 was $339 million, compared with net 
income of $350 million for the prior year.  The $11 million net decrease consisted of a $14 million decrease in income from discontinued operations and 
a $3 million increase in income from continuing operations primarily related to the regulated electricity segment.  Regulated electricity segment results 
reflect increased revenues related to weather and higher retail transmission charges and decreased operations and maintenance expenses.  These positive 
factors were offset by higher depreciation and amortization due to increased plant in service, higher property  
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      Increase (Decrease)  
   

      
Operating  
revenues  

   

Fuel and  
purchased  

power  
expenses  

   Net change  
   

      (dollars in millions)  
   

Higher demand-side management, renewable energy and similar regulatory surcharges  
   $ 14 

   $ —
   $ 14 

   
Higher retail transmission charges  

   6 
        6 

   
Higher line extension revenues  

   3 
        3 

   
Refund of PSA deferrals  

   (7 )  (9 )  2 
   

Higher fuel and purchased power costs, net of off-system sales  
   (8 )  (5 )  (3 )  

Miscellaneous items, net  
   5 

   4 
   1 

   
Total  

   $ 13 
   $ (10 )  $ 23 

   

•  A decrease of $6 million in generation costs, primarily due to lower power plant maintenance costs as a result of more work being 
completed earlier in the year than in 2010;  

      
•  A decrease of $4 million related to employee benefit costs;  
      
•  An increase of $10 million related to costs for demand-side management, renewable energy, and similar regulatory programs, which 

were primarily offset in operating revenues; and  
      
•  A decrease of $2 million due to other miscellaneous factors.  
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taxes due to increased property tax rates and higher income taxes, including income tax benefits recognized in the prior year.  
   

In addition, income from discontinued operations for the year ended December 31, 2011 included a gain of approximately $10 million after 
income taxes related to the sale of our investment in APSES.  Income from discontinued operations in the prior year was due to a $25 million gain after 
income taxes related to the sale of APSES’s district cooling business.  

   
The following table presents net income attributable to common shareholders by business segment compared with the prior year:  
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Year Ended  

December 31,  
         

      2011  
   2010  

   Net Change  
   

      (dollars in millions)  
   

Regulated Electricity Segment:  
                  

Operating revenues less fuel and purchased power expenses (a) (b)  
   $ 2,228 

   $ 2,134 
   $ 94 

   
Operations and maintenance (a) (b)  

   (904 )  (870 )  (34 )  
Depreciation and amortization  

   (427 )  (415 )  (12 )  
Taxes other than income taxes  

   (148 )  (135 )  (13 )  
Other expenses, net  

   (8 )  (4 )  (4 )  
Interest charges, net of allowances for funds used during construction  

   (200 )  (204 )  4 
   

Income taxes  
   (184 )  (161 )  (23 )  

Less income related to noncontrolling interests (Note 20)  
   (28 )  (20 )  (8 )  

Regulated electricity segment net income  
   329 

   325 
   4 

   
                     
All other  

   (1 )  —
   (1 )  

Income from Continuing Operations Attributable to Common Shareholders  
   328 

   325 
   3 

   
                     
Income from Discontinued Operations Attributable to Common Shareholders (c)  

   11 
   25 

   (14 )  
                     
Net Income Attributable to Common Shareholders  

   $ 339 
   $ 350 

   $ (11 )  

(a)  Includes effects of 2011 settlement of certain prior-period transmission rights-of-way related to Four Corners, which did not 
affect net income, but increased both electric operating revenues and operations and maintenance expenses by $28 million. 
Costs related to the settlement were offset by related revenues from SCE, which leases the related transmission line from APS.  

      
(b)  Operating revenues less fuel and purchased power expenses includes amounts related to demand-side management, renewable 

energy and similar regulatory surcharges, which were substantially offset in operations and maintenance.  
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Regulated electricity segment  
   

This section includes a discussion of major variances in income and expense amounts for the regulated electricity segment.  
   

Operating revenues less fuel and purchased power expenses  Regulated electricity segment operating revenues less fuel and purchased 
power expenses were $94 million higher for the year ended December 31, 2011 compared with the prior year.  The following table describes the major 
components of this change:  
   

   
Operations and maintenance   Operations and maintenance expenses increased $34 million for the year ended December 31, 2011 compared 

with the prior year primarily because of:  
   

   
Depreciation and amortization  Depreciation and amortization expenses were $12 million higher for the year ended December 31, 2011 

compared with the prior year primarily because of increased plant in service.  
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(c)  Includes activities related to APSES and SunCor.  

      Increase (Decrease)  
   

      
Operating  
revenues  

   

Fuel and  
purchased  

power  
expenses  

   Net change  
   

      (dollars in millions)  
   

Higher demand-side management, renewable energy and similar regulatory surcharges  
   $ 29 

   $ 1 
   $ 28 

   
Settlement of certain prior-period transmission rights-of-way  

   28 
   —

   28 
   

Effects of weather on usage per customer  
   33 

   13 
   20 

   
Higher retail transmission charges  

   10 
        10 

   
Higher line extension revenues (Note 3)  

   7 
        7 

   
Higher usage per customer  

   8 
   6 

   2 
   

Refund of PSA deferrals  
   (33 )  (40 )  7 

   
Higher fuel and purchased power costs, net of off-system sales  

   (27 )  (24 )  (3 ) 
Miscellaneous items, net  

   2 
   7 

   (5 ) 
Total  

   $ 57 
   $ (37 )  $ 94 

   

•  An increase of $28 million for settlement of certain transmission rights-of-way, which was offset in operating revenues;  
      
•  An increase of $27 million related to costs for demand-side management, renewable energy, and similar regulatory programs, which 

were offset in operating revenues;  
      
•  A decrease of $16 million related to employee benefit costs; and  
      
•  A decrease of $5 million due to other miscellaneous factors.  
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Taxes other than income taxes  Taxes other than income taxes increased $13 million for the year ended December 31, 2011 compared with 
the prior year primarily because of higher property tax rates in the current period.  

   
Income taxes  Income taxes were $23 million higher for the year ended December 31, 2011 compared with the prior year.  This increase was 

primarily due to the effects of higher pretax income in the current year and income tax benefits recognized in the prior year related to a reduction in the 
Company’s 2010 effective income tax rate.  

   
Discontinued Operations  
   

Income from discontinued operations for year ended December 31, 2011 included a gain of $10 million related to the sale of our investment in 
APSES.  Income from discontinued operations for the year ended December 31, 2010 included an after tax gain of $25 million related to the sale of 
APSES’s district cooling business.  
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PINNACLE WEST CAPITAL CORPORATION  

CONDENSED CONSOLIDATED STATEMENTS OF INCOME  
(unaudited)  

(dollars and shares in thousands, except per share amounts)  
   

   

   

      THREE MONTHS ENDED  
                     

      DECEMBER 31,  
   Increase (Decrease)  

         
      2011  

   2010  
   Amount  

   Percent  
         

Operating Revenues  
                             

Regulated electricity  
   $ 666,502 

   $ 653,626 
   $ 12,876 

   2.0 %  B  
   

Other revenues  
   1,390 

   3,806 
   (2,416 )  63.5 %  W  

   
Total  

   667,892 
   657,432 

   10,460 
   1.6 %  B  

   
                                
Operating Expenses  

                             
Regulated electricity fuel and purchased power  

   215,512 
   225,571 

   (10,059 )  4.5 %  B  
   

Operations and maintenance  
   228,632 

   230,605 
   (1,973 )  0.9 %  B  

   
Depreciation and amortization  

   107,504 
   106,673 

   831 
   0.8 %  W  

   
Taxes other than income taxes  

   35,406 
   34,395 

   1,011 
   2.9 %  W  

   
Other expenses  

   2,123 
   3,937 

   (1,814 )  46.1 %  B  
   

Total  
   589,177 

   601,181 
   (12,004 )  2.0 %  B  

   
                                
Operating Income  

   78,715 
   56,251 

   22,464 
   39.9 %  B  

   
                                
Other  

                             
Allowance for equity funds used during construction  

   5,010 
   5,649 

   (639 )  11.3 %  W  
   

Other income  
   565 

   2,536 
   (1,971 )  77.7 %  W  

   
Other expense  

   (2,614 )  (1,153 )  (1,461 )  126.7 %  W  
   

Total  
   2,961 

   7,032 
   (4,071 )  57.9 %  W  

   
                                
Interest Expense  

                             
Interest charges  

   58,744 
   62,237 

   (3,493 )  5.6 %  B  
   

Allowance for borrowed funds used during construction  
   (3,987 )  (4,225 )  238 

   5.6 %  W  
   

Total  
   54,757 

   58,012 
   (3,255 )  5.6 %  B  

   
                                
Income From Continuing Operations Before Income Taxes  

   26,919 
   5,271 

   21,648 
   410.7 %  B  

   
                                
Income Taxes  

   7,375 
   (5,013 )  12,388 

   247.1 %  W  
   

                                
Income From Continuing Operations  

   19,544 
   10,284 

   9,260 
   90.0 %  B  

   
                                
Income From Discontinued Operations  

                             
Net of Income Taxes  

   446 
   2,217 

   (1,771 )  79.9 %  W  
   

                                
Net Income  

   19,990 
   12,501 

   7,489 
   59.9 %  B  

   
                                

Less: Net income attributable to noncontrolling interests  
   7,426 

   5,151 
   2,275 

   44.2 %  W  
   

                                
Net Income Attributable To Common Shareholders  

   $ 12,564 
   $ 7,350 

   $ 5,214 
   70.9 %  B  

   
                                
Weighted-Average Common Shares Outstanding - Basic  

   109,202 
   108,730 

   472 
   0.4 %  

      
                                
Weighted-Average Common Shares Outstanding - Diluted  

   110,077 
   109,224 

   853 
   0.8 %  

      
                                
Earnings Per Weighted-Average Common Share Outstanding  

                             
Income from continuing operations attributable to common 

shareholders - basic  
   $ 0.11 

   $ 0.05 
   $ 0.06 

   120.0 %  B  
   

Net income attributable to common shareholders - basic  
   $ 0.12 

   $ 0.07 
   $ 0.05 

   71.4 %  B  
   

Income from continuing operations attributable to common 
shareholders - diluted  

   $ 0.11 
   $ 0.05 

   $ 0.06 
   120.0 %  B  

   
Net income attributable to common shareholders - diluted  

   $ 0.11 
   $ 0.07 

   $ 0.04 
   57.1 %  B  

   
                                
Amounts Attributable To Common Shareholders  

                             
Income from continuing operations, net of tax  

   $ 12,109 
   $ 5,155 

   $ 6,954 
   134.9 %  B  

   
Discontinued operations, net of tax  

   455 
   2,195 

   (1,740 )  79.3 %  W  
   

Net income attributable to common shareholders  
   $ 12,564 

   $ 7,350 
   $ 5,214 

   70.9 %  B  
   

B — Better  
                             

W — Worse  
                             



 



   
PINNACLE WEST CAPITAL CORPORATION  

CONDENSED CONSOLIDATED STATEMENTS OF INCOME  
(unaudited)  

(dollars and shares in thousands, except per share amounts)  
   

   

   

      TWELVE MONTHS ENDED  
               

      DECEMBER 31,  
   Increase (Decrease)  

         
      2011  

   2010  
   Amount  

   Percent  
         

Operating Revenues  
                             

Regulated electricity  
   $ 3,237,194 

   $ 3,180,678 
   $ 56,516 

   1.8 %  B  
   

Other revenues  
   4,185 

   8,521 
   (4,336 )  50.9 %  W  

   
Total  

   3,241,379 
   3,189,199 

   52,180 
   1.6 %  B  

   
                                
Operating Expenses  

                             
Regulated electricity fuel and purchased power  

   1,009,464 
   1,046,815 

   (37,351 )  3.6 %  B  
   

Operations and maintenance  
   904,286 

   870,185 
   34,101 

   3.9 %  W  
   

Depreciation and amortization  
   427,054 

   414,479 
   12,575 

   3.0 %  W  
   

Taxes other than income taxes  
   147,408 

   135,328 
   12,080 

   8.9 %  W  
   

Other expenses  
   6,659 

   7,509 
   (850 )  11.3 %  B  

   
Total  

   2,494,871 
   2,474,316 

   20,555 
   0.8 %  W  

   
                                
Operating Income  

   746,508 
   714,883 

   31,625 
   4.4 %  B  

   
                                
Other  

                             
Allowance for equity funds used during construction  

   23,707 
   22,066 

   1,641 
   7.4 %  B  

   
Other income  

   3,111 
   6,387 

   (3,276 )  51.3 %  W  
   

Other expense  
   (10,451 )  (9,921 )  (530 )  5.3 %  W  

   
Total  

   16,367 
   18,532 

   (2,165 )  11.7 %  W  
   

                                
Interest Expense  

                             
Interest charges  

   241,995 
   244,174 

   (2,179 )  0.9 %  B  
   

Allowance for borrowed funds used during construction  
   (18,358 )  (16,479 )  (1,879 )  11.4 %  B  

   
Total  

   223,637 
   227,695 

   (4,058 )  1.8 %  B  
   

                                
Income From Continuing Operations Before Income Taxes  

   539,238 
   505,720 

   33,518 
   6.6 %  B  

   
                                
Income Taxes  

   183,604 
   160,869 

   22,735 
   14.1 %  W  

   
                                
Income From Continuing Operations  

   355,634 
   344,851 

   10,783 
   3.1 %  B  

   
                                
Income From Discontinued Operations  

                             
Net of Income Taxes  

   11,306 
   25,358 

   (14,052 )  55.4 %  W  
   

                                
Net Income  

   366,940 
   370,209 

   (3,269 )  0.9 %  W  
   

                                
Less: Net income attributable to noncontrolling interests  

   27,467 
   20,156 

   7,311 
   36.3 %  W  

   
                                
Net Income Attributable To Common Shareholders  

   $ 339,473 
   $ 350,053 

   $ (10,580 )  3.0 %  W  
   

                                
Weighted-Average Common Shares Outstanding - Basic  

   109,053 
   106,573 

   2,480 
   2.3 %  

      
                                
Weighted-Average Common Shares Outstanding - Diluted  

   109,864 
   107,138 

   2,726 
   2.5%  

      
                                
Earnings Per Weighted-Average Common Share Outstanding  

                             
Income from continuing operations attributable to common 

shareholders - basic  
   $ 3.01 

   $ 3.05 
   $ (0.04 )  1.3 %  W  

   
Net income attributable to common shareholders - basic  

   $ 3.11 
   $ 3.28 

   $ (0.17 )  5.2 %  W  
   

Income from continuing operations attributable to common 
shareholders - diluted  

   $ 2.99 
   $ 3.03 

   $ (0.04 )  1.3 %  W  
   

Net income attributable to common shareholders - diluted  
   $ 3.09 

   $ 3.27 
   $ (0.18 )  5.5 %  W  

   
                                
Amounts Attributable To Common Shareholders  

                             
Income from continuing operations, net of tax  

   $ 328,110 
   $ 324,688 

   $ 3,422 
   1.1 %  B  

   
Discontinued operations, net of tax  

   11,363 
   25,365 

   (14,002 )  55.2 %  W  
   

Net income attributable to common shareholders  
   $ 339,473 

   $ 350,053 
   $ (10,580 )  3.0 %  W  

   

B — Better  
                             

W — Worse  
                             


