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The information in this preliminary prospectus supplement and the accompanying prospectus is not complete and may be
changed. This preliminary prospectus supplement and the accompanying prospectus are not an offer to sell these securities and
are not soliciting an offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

Filed Pursuant to Rule 424(b)(5
Registration No. 33315877

SUBJECT TO COMPLETION, DATED APRIL 7, 2010

PROSPECTUS SUPPLEMENT
(To Prospectus dated April 24, 2009)

6,000,000 Shares
L X X 2
PINNACLE\VEST

CAPITAL CORPODRATION

Common Stock
We are offering 6,000,000 shares of our commorkstoe par value per share.

Our common stock is listed on the New York Stocklange under the symbol “PNW.” The last reportéd sa
price of our common stock on the New York Stock fiaxage on April 6, 2010 was $39.07 per share.

Investing in our common stock involves risks. SeeRisk Factors” on page S-4 of this
prospectus supplement, which refers you to the riskdescribed under “Risk Factors”
contained in our Annual Report on Form 10-K for theyear ended December 31, 2009.

Per Share Total

Public offering price $ $
Underwriting discounts and commissic $ $
Proceeds, before expenses, t( $ $

We have granted the underwriters an option exdstgdar up to 30 days after the date of this progme
supplement to purchase up to 900,000 additionakshaf common stock at the public offering pricgsle
underwriting discounts and commissions to cover-@aietments, if any. If this option were exercisadull, we
would receive approximately $  of additionabgeeds, before expenses. See “Underwriting.”

Neither the Securities and Exchange Commission n@ny state securities commission has approved or
disapproved of these securities or determined if e prospectus supplement or the accompanying proseis is
truthful or complete. Any representation to the cortrary is a criminal offense.

The underwriters expect to deliver the shares about April , 2010.

Joint Book-Running Managers

Barclays Capital Credit Suisse
BofA Merrill Lynch Wells Fargo Securitie:

Co-Managers
KeyBanc Capital Markets Mitsubishi UFJ Securities UBS Investment Banl
The date of this prospectus supplement is Apra010.




You should rely only on the information contained i or incorporated by reference in this prospectus
supplement, the accompanying prospectus and any eged free writing prospectus required to be filed vith

the Securities and Exchange Commission (the “SEC"Neither we nor the underwriters have authorized

anyone to provide you with different information. We are not, and the underwriters are not, making aroffer
of the common stock in any jurisdiction where the fier or sale is not permitted. You should not consler this
prospectus supplement and the accompanying prospestto be an offer to sell, or a solicitation of anffer to
buy, shares of common stock if the person making ¢hoffer or solicitation is not qualified to do so pif it is
unlawful for you to receive the offer or solicitaton. You should assume that the information contairgtin this
prospectus supplement and the accompanying prospestis accurate only as of their respective dates dnhat
the information incorporated by reference is accurée only as of the date such information is filed wh the
SEC, regardless of the time of delivery of any doeuent or of any sale of common stock. If anyone prades
you with different or inconsistent information, you should not rely on it. Our business, financial codition,

results of operations and prospects may have changisince the date on any document.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is this prospectus supplement, which describes the terna$
the offering of the common stock and also adds tad updates information contained in the accompanyig
prospectus and the documents incorporated by refenee into this prospectus supplement and the
accompanying prospectus. The second part is the agsopanying prospectus, which gives more general
information, some of which will not apply to the canmon stock. If the description of the offering vares
between this prospectus supplement and the accompang prospectus (or information incorporated by
reference into this prospectus supplement or the aompanying prospectus), you should rely on the
information in this prospectus supplement. The acaopanying prospectus also includes information about
certain other securities that we or our wholly-owne subsidiary, Arizona Public Service Company, may féer
from time to time, which information does not applyto our common stock. You should read both this
prospectus supplement and the accompanying prospesttogether with the additional information about s
described in the section entitled “Where You Can Fid More Information.”

This prospectus supplement and the accompanying pspectus are part of a registration statement that
we filed jointly with our wholly-owned subsidiary, Arizona Public Service Company, with the SEC using
“shelf” registration process as a “well-known seaswed issuer.” Under the shelf registration processye may,
from time to time, issue and sell to the public angombination of the securities described in the acepanying
prospectus, including the common stock, up to an determinate amount, of which this offering is a pat. In
this prospectus supplement, we provide you with spéic information about the terms of the common stok
and this offering.

S
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PROSPECTUS SUPPLEMENT SUMMARY

This summary highlights information contained elsexg, or incorporated by reference, in this
prospectus supplement and the accompanying praspets a result, it does not contain all of theinfation
that may be important to you. You should carefidbd this prospectus supplement and the accompgnyin
prospectus and the documents incorporated by referato this prospectus supplement and the
accompanying prospectus in their entirety befor&inman investment decision. We describe the dostsme
that we incorporate by reference under the headifigere You Can Find More Information” in this
prospectus supplement, including in particular if@rmation referred to under “Risk Factors” in thi
prospectus supplement. The following material &li§jed in its entirety by reference to the detdile
information and financial statements included ararporated by reference in this prospectus suppftraed
the accompanying prospectus. Except as otherwilieated, all information in this prospectus suppéerm
assumes no exercise of the underwriters’ optigput@hase additional shares of common stock. Redeseim
this prospectus supplement to “we,” “our” and “ug’efer to Pinnacle West Capital Corporation and, esd
the context requires otherwise, its subsidiaries.

Pinnacle West Capital Corporation

We were incorporated in 1985 under the laws of3tate of Arizona. We are a holding company that
conducts business through our subsidiaries. Wealéne majority of our revenues and earnings from o
wholly-owned subsidiary, Arizona Public Service Gmany (“APS”). For the year ended December 31, 2009
96% of our operating revenues and all of our egimere derived from APS. APS is a vertically-imstgd
electric utility that provides either retail or wheale electric service to most of the State okéma, with the
major exceptions of about one-half of the Phoengtropolitan area, the Tucson metropolitan area and
Mohave County in northwestern Arizona. We descabeother first tier subsidiaries in our Annual Repon
Form 10-K for the fiscal year ended December 3092@he “2009 Form 10-K”). Our principal executive
offices are located at 400 North Fifth Street, PingeArizona 85004 (telephone 602-250-1000).

The Offering

Issuer Pinnacle West Capital Corporatic

Common stock offere 6,000,000 share

Common stock to be outstanding

immediately after the offerin 107,537,372 share

Underwriters’ option to purchase We have granted the underwriters an option to @selup to

additional shares 900,000 additional shares of common stock to cover-allotments,
if any.

Net proceed The net proceeds of this offering are expectedetagproximately
$226,025,300 based on an assumed public offering pf $39.07
per share

Use of proceeds We anticipate using the aggregstpraoceeds from this offering to

make capital contributions to APS. See “Use Of Pedls.” APS
anticipates using these capital contributions payeshort-term
indebtedness, to finance capital expenditures andther general
corporate purpose

Trading symbol Our common stock is listed on thevNeork Stock Exchange under
the symbo“PNW”

Current indicated annual dividend rat&2.10 per share, payable quarterly. See “Price R&@fgCommon
per share Stock And Dividend Policy” below for information abt historical
dividends paid per common share and our divideridypc
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Transfer agent and registrar

Risk factors

The Bank of New Yoellbh serves as transfer agent and registral
for the common stocl

Your investment in our common stockoimes risks. You should
carefully consider the information referred tolne tsection entitled
“Risk Factors” and the other information contairedncorporated
by reference in this prospectus supplement anddbempanying
prospectus, including information under the headFayward-
Looking Statements,” before deciding whether tachase our
common stock

The information regarding shares to be outstandftey this offering is based on the number of share
outstanding as of April 5, 2010, and excludes shasuable (a) upon exercise of our outstandingoegtnd
other awards or otherwise reserved for issuancerumat employee benefit plans and (b) under ouedtors
Advantage Plan. As of April 5, 2010, we have resdrapproximately 9,385,943 shares of our commarksto
for future issuance. For a complete descriptioawsfcommon stock, please refer to “Description @hBcle
West Common Stock” in the accompanying prospectus.

r
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Selected Historical Consolidated Financial Data

We are providing the following selected historicahsolidated financial data to assist you in anatyan
investment in our common stock. We derived thecsetkhistorical consolidated financial data preseént
below for each of the three years in the periodedridecember 31, 2009 and as of December 31, 2@D9 an
2008 from our annual consolidated financial statesievhich have been audited by Deloitte & Touch® L
an independent registered public accounting firhe ihformation below should be read in conjunctioti,
and is qualified in its entirety by, “Managemeriscussion and Analysis of Financial Condition &ebults
of Operations” in the 2009 Form 10-K and the coidlstéd financial statements, related notes and othe
financial or statistical information that we inckudr incorporate by reference in this prospectpplsement
and the accompanying prospectus. See “Where You-ahMore Information” below.

Year Ended December 31,
2009 2008 2007
(In thousands, except per share data)

Income Statement Data

Operating Revenue $3,297,10. $3,310,55! $3,294,15.
Operating Expense 2,975,32¢ 2,805,35 2,677,64
Operating Incom 321,77: 505,20t 616,50¢
Interest Charges and Financing Cc 223,11 196,86« 184,76«
Income From Continuing Operations, Net of Tax, idtitable to

Common Shareholde 82,00¢ 231,30 300,43t
Net Income Attributable to Common Shareholc 68,33( 242,12! 307,141

Earnings Per Weighted-Average Common Share Outsigufrdom
Continuing Operations Attributable to Common Shateérs

Basic $ 0.81 $ 23C $ 3.0C
Diluted $ 081 $ 22¢ $ 2.9¢
Dividends Declared Per She $ 21C $ 21C $ 2.1C
Weighte«-Average Common Shares Outstanc
Basic 101,16: 100,69: 100,25t
Diluted 101,26- 100,96! 100,83!
Cash Flow Data:
Cash Flows From Operating Activiti $1,031,06! $ 813,56¢ $ 657,93
Capital Expenditure 764,60¢ 935,57° 960,39(

As of December 31,
2009 2008
(In thousands)

Balance Sheet Data:

Total Asset: $11,808,15 $11,620,09
Total Pinnacle West Shareholc’ Equity $ 3,316,100 $ 3,445,97
Noncontrolling Real Estate Intere: 29,57: 47,38¢

Total Equity $ 3,345,68/ $ 3,493,36!
Shor-term Borrowings and Current Maturities of L«-term Debt $ 43140t $ 848,11!
Long-term Debt Less Current Maturiti 3,370,52 3,031,60:

Total Capitalizatior $ 7,147,61. $ 7,373,08

S-3
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RISK FACTORS

See the discussion of risk factors contained it P&em 1A of the 2009 Form 10-K, which is incorpted by
reference in this prospectus supplement and thenguanying prospectus, to read about certain rislasing to our
business and an investment in our common stockn¥estment in the common stock involves a signiftategree
of risk. Before purchasing our common stock, yooudth carefully consider the discussion of thosksrisnd the
other information included or incorporated by refare in this prospectus supplement and the accaorimgan
prospectus, including the information under thedig “Forward-Looking Statements” below. Althougle wy to
discuss material risks in these risk factors ahéminformation, please be aware that other risag prove to be
important in the future. New risks may emerge attame and we cannot predict those risks or esgrifad extent to
which they may affect our business, financial ctiodj cash flows or operating results.

FORWARD-LOOKING STATEMENTS

The forward-looking statements disclaimer set ftlow supersedes any similarly entitled forwarokiog
statements disclaimer contained in the accomparpiogpectus.

This prospectus supplement, the accompanying pcaspand the information incorporated by referdnadais
prospectus supplement and the accompanying praspexty contain forward-looking statements withia th
meaning of the safe harbor of the Private Secaritiggation Reform Act of 1995, and are based oment
expectations. These forward-looking statementofiem identified by words such as “estimate,” “pogd “hope,”
“may,” “believe,” “anticipate,” “plan,” “expect,” fequire,” “intend,” “should,” “could,” “plan,” “prgect,”
“forecast,” “assume” and similar words. Forwardkow statements are not guarantees of perform&emause
actual results may differ materially from expeaias, we caution readers not to place undue reliandhese
statements. A number of factors could cause fuesalts to differ materially from historical ressjlor from
outcomes currently expected or sought by us. Tfeeders include:

 regulatory and judicial decisions, developments prodeedings
* our ability to achieve timely and adequate ratevecy of our costs

« our ability to reduce capital expenditures and otusts while maintaining reliability and custonservice
levels;

« variations in demand for electricity, including fsodue to weather, the general economy, custondesaes
growth (or decline), and the effects of energy eovation measure

» power plant performance and outac
« volatile fuel and purchased power co
« fuel and water supply availabilit

« new legislation or regulation relating to greentegas emissions, renewable energy mandates argyener
efficiency standard:

« our ability to meet renewable energy requirementsracover related cos
« risks inherent in the operation of nuclear fa@stiincluding spent fuel disposal uncertai
» competition in retail and wholesale power mark

« the duration and severity of the economic declmArizona and current credit, financial and reahgs
market conditions

« the cost of debt and equity capital and the abiititgccess capital markets when requi

« restrictions on dividends or other burdensome iows in our credit agreements and Arizona Corpmrat
Commission order

« our ability to meet debt service obligatiol
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 changes to our credit rating

« the investment performance of the assets of oueaudecommissioning trust, pension, and other
postretirement benefit plans and the resulting ichpa future funding requiremen

« the liquidity of wholesale power markets and the afderivative contracts in our busine
« potential shortfalls in insurance covera

* new accounting requirements or new interpretatafrexisting requirement:

« transmission and distribution system conditions @perating costs

« our ability to meet the anticipated future needddditional baseload generation and associatedntriasion
facilities in our region

« the ability of our counterparties and power plaatigipants to meet contractual or other obligatic
« technological developments in the electric indysand

» economic and other conditions affecting the retdtesmarket in SunCor Development Company’s market
areas

These and other factors are discussed in theattkrfs described in Part |, Item 1A of the 2009
Form 10-K,which you should review carefully before placing aeliance on our financial statements or discles
We do not assume any obligation to update any fats@oking statements, even if our internal estesathange,
except as may be required by applicable law.

We claim the protection of the safe harbor for faré+looking statements contained in the PrivateiBgées
Litigation Reform Act of 1995 for any forward-loalg statements contained in this prospectus suppieame the
accompanying prospectus, including in the infororathcorporated by reference in this prospectupleapent and
the accompanying prospectus.

WHERE YOU CAN FIND MORE INFORMATION

Available Information

We file annual, quarterly and current reports, gretatements and other information with the SECeurkde
No. 1-8962. Our SEC filings are available to the publer the Internet at the SEC’s web site:
http://www.sec.gov. You may also read and copyraagerials we file with the SEC at the SEC’s pubdiference
room, which is located at 100 F Street, N.E., Wagtoin, D.C. 20549. You may obtain information oe tperation
of the public reference room by calling the SEQ-800-SEC-0330. Our filings with the SEC are algailable on
our web site at http://www.pinnaclewest.com. THeiimation on our web site is not part of this presjis
supplement or the accompanying prospectus.

Incorporation by Reference

We are incorporating by reference the informatianfile with the SEC, which means that we can dselo
important information to you by referring you ta#e documents. The information incorporated byresiee is
considered to be part of this prospectus supplear@hthe accompanying prospectus, except for irdtion
superseded by information in this prospectus suppie and the accompanying prospectus, and latemiaition
that we file with the SEC will automatically updaed supersede this information. We incorporatecfgrence the
documents listed below and any future filings wekenaiith the SEC under Section 13(a), 13(c), 145¢d)Lof the
Securities Exchange Act of 1934, as amended, exgudh each case, information deemed furnishedrentdiled,
until all of the common stock offered by this presjus supplement is sold:

(i) the 2009 Form 10-K;
(i) Current Reports on Form 8-K filed January 2810, February 19, 2010 and March 4, 2010;
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(iii) the description of our common stock includadur registration statement on Form 8-B, File
No. 1-8962, as filed on July 25, 1985, and any aimemt or report that we have filed (or will fileaf the date
of this prospectus supplement and prior to the iteation of this offering) for the purpose of upadatisuch
description, including our Current Report on Fori{ 8led November 24, 2008; and

(iv) our Preliminary Proxy Statement on Schedulé fifled March 15, 2010.
These documents contain important information albswnd our finances.

We will provide to each person, including any bériaf owner, to whom this prospectus supplementtaed
accompanying prospectus is delivered, a copy ofaa@ll of the information that has been incorpedalby referenc
in this prospectus supplement and the accompamygpectus but not delivered with this prospectygpement
and the accompanying prospectus. You may requaspyaof these filings, at no cost, by writing, fening or
contacting us through our website at the followélgiress:

Pinnacle West Capital Corporation
Office of the Secretary

Station 9068

P. O. Box 53999

Phoenix, Arizona 85072-3999
(602) 250-3252
www.pinnaclewest.com

USE OF PROCEEDS

We expect that our net proceeds from the saleeo6100,000 shares of our common stock offeredhigy t
prospectus supplement will be approximately $226820, after deducting underwriting discounts amehmission
and our other expenses in connection with thisrioife(based on an assumed public offering pricg38.07 per
share). If the underwriters’ option to purchaseitolthl shares is exercised in full, we estimat thur net proceeds
will be approximately $259,957,595 (based on anrassl public offering price of $39.07 per share).

We anticipate using the aggregate net proceedsthnoffering to make capital contributions to AR&ich
will, in turn, use such funds (a) to repay shortr@ebt in an aggregate principal amount outstandin
approximately $159,830,000 and with an estimateighted average interest rate of 0.714% as of Apré010,
which was incurred subsequent to December 31, 908d capital expenditures and for other corpopaitrposes,
and (b) for other general corporate purposes, distuto finance capital expenditures expected tmberred to
meet the growing needs of APS’ service territorgtilive use the proceeds for these purposes, we8rwill
temporarily invest the proceeds in U.S. governnegrgency obligations, commercial paper, bank fagates of
deposit, repurchase agreements collateralized 8y dhvernment or agency obligations, institutianahey market
mutual funds or other tax-exempt securities or digfibe proceeds with banks.

A $1.00 decrease (or increase) in the assumedcpoftiéiring price of $39.07 per share would decrease
(increase) the net proceeds to us from this offelby approximately $5,790,000, assuming the nurobshares
offered by us, as set forth on the cover pageisfdteliminary prospectus supplement, remains &nees and after
deducting the underwriting discounts and commissinmd our other expenses in connection with tHeriof. The
actual public offering price is subject to markehditions.

S-6
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CAPITALIZATION

The following table sets forth our consolidatedcand cash equivalents and capitalization, inclydimort-
term borrowings, as of December 31, 2009, on amahblasis and on an as adjusted basis, refledingale of
6,000,000 shares of our common stock offered puatsioahis prospectus supplement, after deductieg t
underwriting discounts and commissions and ourratkpenses in connection with this offering, arel dpplication
of the net proceeds as described in this prospsaisiement under the caption “Use Of Proceedssdth@n an
assumed public offering price of $39.07 per share).

The following table should be read in conjunctioithvour consolidated financial statements and ¢heted
notes incorporated by reference in this prospesipplement and the accompanying prospectus.

As of December 31, 2009

% of Actual % of As Adjusted
Actual Capitalization As Adjusted Capitalization
(In millions) (In millions)

Cash and cash equivalel $ 14£ $ 211
Capitalization:
Total Pinnacle West sharehold’ equity $ 3,31¢ 46.% $ 3,547 48.(%
Noncontrolling real estate intere: 30 0.4% 30 0.4%

Total equity $ 3,34¢ 46.8% $ 3,577 48.4%
Short-term borrowings and current maturities ofglon

term debt $ 431 6.L% $ 431 5.9%
Long-term debt less current maturiti 3,371 47.2% 3,371 45.1%

Total capitalizatior $  7,14¢ 100.% $ 7,37¢ 100.(%
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PRICE RANGE OF COMMON STOCK AND DIVIDEND POLICY

Our common stock is currently listed on the NewRkyStock Exchange and trades under the symbol “PNW.”
The following table sets forth the high and lowesgprices for transactions involving our commoreistor each
calendar quarter and related dividends paid pemoamshare during such periods.

Dividend
High Low Per Share

2010
Second Quarter (through April 6, 201 $39.1C $378¢ $ —
First Quartel 38.3i 34.6: 0.52¢

2009
Fourth Quarte $37.9¢ $31.0¢ $ 0.52¢
Third Quartel 33.71 28.8i 0.52¢
Second Quarte 30.3( 25.2¢ 0.52¢
First Quartel 35.1: 22.3: 0.52¢

2008
Fourth Quarte $35.8: $26.27 $ 0.52¢
Third Quartel 37.8¢ 30.3¢ 0.52¢
Second Quarte 37.3¢ 30.2¢ 0.52¢
First Quartel 42.92 34.0¢ 0.52¢

On April 6, 2010, the last reported sale price wf common stock on the New York Stock Exchange was
$39.07 per share. As of April 5, 2010, there wexeraximately 28,037 holders of record of our comrstaock.

Subject to any preferential rights of any seriepreferred stock, holders of shares of common staltlbe
entitled to receive dividends on the common stagkad assets legally available for distribution whas and if
authorized and declared by our board of directbingre is currently no preferred stock outstandirige payment of
dividends on the common stock will be a businesssiin to be made by our board of directors frametito time
based upon results of our operations and our fiahnondition and any other factors that our boafrdirectors
considers relevant. Our ability to pay dividendpetels upon the earnings and cash flows of our diabbigis and the
ability of our subsidiaries to pay dividends oreathise transfer funds to us. The ability of certafiour subsidiaries
to pay dividends or make other distributions tonas/ from time to time be subject to contractuatigbry and
regulatory restrictions. See Note 6 to our constéid financial statements in the 2009 Form 10-K.

CERTAIN U.S. FEDERAL TAX CONSIDERATIONS FOR NON-U.S. HOLDERS

The following discussion summarizes certain U.8efal income and estate tax considerations withectso
the acquisition, ownership and disposition of shafeour common stock by a “non-U.S. holder” thequires such
shares pursuant to this offering and holds theeshai common stock as “capital assets” within tleaning of
Section 1221 of the Internal Revenue Code of 188&mended (the “Code”). For purposes of this dison, a
non-U.S. holder is a beneficial owner (other tharaanership) of shares of our common stock thabts

« an individual citizen or resident of the Unitedt8&

 a corporation, or other entity treated as a cotpmrdor U.S. federal income tax purposes, created
organized in, or under the laws of, the United &tair any political subdivision of or in the UnitSthtes

 an estate, the income of which is subject to LeB8efal income taxation regardless of its soL

e atrust, if (i) a court within the United Statesalsle to exercise primary supervision over the adstration of
the trust and one or more U.S. persons have tematytto control all substantial decisions of thest or
(i) the trust existed on August 20, 1996, wastedas a U.S. person on August 19, 1996 and hakda v
election in effect to be treated as a U.S. perep
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 an entity that for U.S. federal income tax purpaseafisregarded as separate from its owner iffatso
interests are owned by a single person describedea

Unless an applicable income tax treaty providesmifse, an individual may be treated, for U.S. fatlsmcome
tax purposes, as a resident of the United Statasyircalendar year by being present in the UnitateS on at least
31 days in that calendar year and for an aggrefatleast 183 days during a thrgear period ending in the curr
calendar year. The 183-day test is determined bptaeg all of the days the individual is treatedbaing present in
the current year, one-third of such days in the édiately preceding year and one-sixth of such dagise second
preceding year. Residents are generally subjddt$ofederal income tax as if they were U.S. citize

If an entity or arrangement treated as a partnerfshiU.S. federal income tax purposes holds shafresir
common stock, the U.S. federal income tax treatroétite partnership and a partner in the partnprgbierally
will depend upon the status of the partner andattizities of the partnership. Partnerships holdihgres of our
common stock and partners in such partnershipddlconsult their tax advisors regarding the U.8efal income
tax consequences to them of the acquisition, ovaeend disposition of shares of our common stock.

This discussion does not address all aspects offeld8ral income and estate taxes. Among otheensathis
discussion does not consider:

- foreign, state, local or other tax consideratidreg tay be relevant to holders in light of theirgomal
circumstances; ¢

« U.S. federal income and estate tax consequencdsatpp to holders of shares of common stock that a
subject to special tax treatment under the fedacaime tax laws, including partnerships or othesspa
through entities, regulated investment companigg@restate investment trusts, banks and insurance
companies, brokers or dealers in securities, heldesecurities held as part of a “straddle,” “hedg
“conversion transaction” or other risk-reductioartsaction, controlled foreign corporations, pas&iveign
investment companies, companies that accumulaténgarto avoid U.S. federal income tax, tax-exempt
organizations, persons who received shares ofauanwn stock as compensation, former U.S. citizens o
residents, holders subject to the alternative mimmtax, and persons who hold or receive sharesrof o
common stock as compensati

This summary is based on current provisions ofQbde, Treasury regulations thereunder, judiciahiopis,
published positions of the Internal Revenue Serftite “IRS”) and other applicable authorities,alwhich are
subject to change, possibly with retroactive effecto differing interpretations. This summannis intended, and
should not be construed, as tax advice. There earolassurance that the IRS will not take a conasition to the
tax consequences described herein or that suctiquosiill not be sustained by a court. No rulingrr the IRS or
opinion of counsel has been obtained with respmettd U.S. federal income or estate tax conseqgence
non-U.S. holder of the acquisition, ownership @pdisition of our common stock.

We urge prospective non-U.S. holders to consuit thg advisors regarding the U.S. federal, stategl and
non-U.S. income and other tax considerations végipect to the acquisition, ownership and dispasitioshares of
our common stock.

Dividends

In general, any distributions that we make to a-bloB. holder with respect to our common stock thaistitute
dividends for U.S. federal income tax purposes béllsubject to U.S. withholding tax at a rate d¥a36f the gross
amount, unless the non-U.S. holder is eligibleaioexemption from, or a reduced rate of, withhajdax under an
applicable income tax treaty and the non-U.S. hgbdevides proper certification of the non-U.S.dwts eligibility
for such exemption or reduced rate. A distributigt constitute a dividend for U.S. federal incota purposes to
the extent paid from our current or accumulatediags and profits as determined under the Code.distyibution
not constituting a dividend will be treated firstr@ducing the non-U.S. holder’s basis in its shafeour common
stock and, to the extent it exceeds such basgiasrom the disposition of shares of our commimcls
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Dividends that we pay to a non-U.S. holder thatedfectively connected with the non-U.S. holdedsiduct of
a trade or business within the United States drideinon-U.S. holder is entitled to benefits unaleapplicable tax
treaty, dividends that are effectively connectethwiich a trade or business and also attributalddt.S. permane
establishment or fixed base maintained by the ngh-bblder, generally will not be subject to U.Sthivolding tax
if the non-U.S. holder complies with applicabletifimation and disclosure requirements. Insteadhatividends
generally will be subject to U.S. federal income taet of certain deductions, at the same ratebcajyte to
U.S. persons. In the case of non-U.S. holdersatteatorporations, effectively connected income alag be subject
to a “branch profits tax” at a rate of 30%, or wéw rate specified by an applicable income taxtyrdaividends that
are effectively connected with a non-U.S. holdedaduct of a trade or business but that, undepplicable
income tax treaty, are not attributable to a Ugnmnent establishment or fixed base maintainetidy
non-U.S. holder may be eligible for a reduced odite.S. withholding tax under such treaty, provided
non-U.S. holder complies with certification andaltiSure requirements necessary to obtain treatgflien

To claim the benefits of an income tax treaty ocleom exemption from withholding because income is
effectively connected with the conduct of a U.&d# or business, the non-U.S. holder must timedyige the
appropriate, properly executed IRS forms. Certifozato claim income is effectively connected watiJ.S. trade or
business is generally made prior to the paymetietiividends on IRS Form W-8ECI. Certificationctaim the
benefits of an income tax treaty is generally mader to the payment of the dividends on IRS
Form W-8BEN. These forms may be required to beopigally updated. Non-U.S. holders should conddirttax
advisors on their eligibility, and the proceduresclaim the benefits of an income tax treaty ocliom exemption
from withholding because income is effectively ceated with the conduct of a U.S. trade or business.

A non-U.S. holder that is eligible for a reduceteraf U.S. withholding tax under an applicable imeotax
treaty may obtain a refund of any excess amourttsheid by filing an appropriate claim for refundtiwvthe IRS.

Sale or Other Disposition of Shares of Our Commont8ck

A non-U.S. holder generally will not be subjecti@s. federal income tax on any gain realized uphensale or
other disposition of shares of our common stoclessil

* the gain is effectively connected with the non-Uh&lder’s conduct of a trade or business within the
United States and, if the non-U.S. holder is extito benefits under an applicable income taxyrésit
attributable to a U.S. permanent establishmenixedfbase maintained by tnor-U.S. holder

 the non-U.S. holder is an individual present inltthéted States for 183 days or more in the taxgbhg of
disposition and meets certain other conditions,thachon-U.S. holder is not eligible for relief wndn
applicable income tax treaty;

 shares of our common stock constitute a U.S. negigrty interest within the meaning of the Foreign
Investment in Real Property Tax A“FIRPTA").

Shares of our common stock will constitute a Ueal property interest under FIRPTA if we are oréhbeen a
“U.S. real property holding corporation” for U.®deral income tax purposes at any time within tioater of the
five-year period preceding the sale or other didgjpmsor the period during which the non-U.S. holtleld shares of
our common stock. We do not believe that we aree lieen or will become a “U.S. real property haidin
corporation” for U.S. federal income tax purpodegen if we were a U.S. real property holding cogion under
FIRPTA, gain arising from a sale or other dispositof shares of our common stock still would noshbject to
FIRPTA tax if shares of our common stock were abe®d under applicable Treasury regulations teebalarly
traded on an established securities market, suttedsew York Stock Exchange, and the non-U.S. dvadfild not
own, actually or constructively, more than 5% af thtal fair market value of our common stock at time during
the applicable period ending on the date of digfwosilf a non-U.S. holder were subject to FIRPB& bn a sale or
other disposition of shares of our common stocl,gain or loss would generally be treated as dffelst connecter
gain or loss and subject to U.S. federal incomedtaa net income basis although gain derived lyeidn
corporation from such disposition would not be sgbjo the branch profits tax.

Gain that is effectively connected with a non-Lh8lder’s conduct of a trade or business within the
United States generally will be subject to U.Sefedlincome tax, net of certain deductions, atsémme rates
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applicable to U.S. persons. If the non-U.S. holder corporation, the branch profits tax, as disedsabove, also
may apply to such effectively connected gain. & ¢fain from the sale or disposition of the non-W@&der’'s shares
of our common stock is effectively connected with hon-U.S. holder’s conduct of a trade or busiiresise United
States but under an applicable income tax treatpisttributable to a permanent establishmenixedfbase
maintained by the non-U.S. holder in the Unitede¥tathe non-U.S. holder’s gain may be exempt fth& tax
under the treaty. If the non-U.S. holder is anvidiial present in the United States for 183 daysiore in the
taxable year of disposition and meets certain atbaditions, and the non-U.S. holder is not eligifar relief under
an applicable income tax treaty, the non-U.S. hadgmerally will be subject to U.S. tax at a rat@@% on the gain
recognized, although the gain may be offset by som®e source capital losses recognized duringaheesaxable
year.

Information Reporting and Backup Withholding

We must report annually to the IRS and to the naB-UHoldetthe amount of dividends or other distributions
pay to the non-U.S. holder and the tax withheldnif, from those payments. These reporting requntsnapply
regardless of whether withholding was reduced ioniehted by any applicable income tax treaty. Cepikthe
information returns reporting those dividends ambants withheld may also be made available todkeuthoritie:
in the country in which the non-U.S. holder resigassuant to the provisions of an applicable incéaxetreaty or
exchange of information treaty.

The United States imposes a backup withholdingtagividends and certain other types of payments to
U.S. persons currently at a rate of 28% of thegemsount. A non-U.S. holder will not be subjechéekup
withholding tax or additional information reportiog dividends received on shares of our commorkstdhe
non-U.S. holder provides proper certification (Usuan an IRS Form W-8BEN) as to the non-U.S. hdklstatus
as a non-U.S. person or if the non-U.S. holderdsraporation or one of several types of entitied arganizations
that qualify for an exemption.

Information reporting and backup withholding getigrare not required with respect to the amourdiof
proceeds from a non-U.S. holder’s sale of sharemintommon stock outside the United States thraufgiieign
office of a foreign broker that does not have derspecified connections to the United States. Hangf the
non-U.S. holder sells shares of our common stoauthh a U.S. broker or the U.S. office of a foreligoker, the
broker will be required to report to the IRS thecamt of proceeds paid to the non-U.S. holder asd bhckup
withhold at a rate of 28% of that amount unlessribie-U.S. holder provides appropriate certificatjosually on an
IRS Form W-8BEN) to the broker of the non-U.S. lesld status as a non-U.S. person or the non-Ul8ehe a
corporation or one of several types of entities amghnizations that qualify for exemption. If thegpaopriate
certification is not provided, the amount of pragegaid to the non-U.S. holder will be subjecttimimation
reporting, and may be subject to backup withholdifthe non-U.S. holdesells shares of our common stock out
the United States through the non-U.S. office bf&. broker or a foreign broker deriving more thaspecified
percentage of its income from U.S. sources or ltpeertain other connections to the United States.

Any amounts withheld under the backup withholdinkes do not constitute a separate U.S. federahiecax.
Rather, any amounts withheld with respect to ounroon stock under the backup withholding rules may b
refunded to the non-U.S. holder or credited agadheston-U.S. holder’'s U.S. federal income taxiligh if any, by
the IRS if the required information is furnishedaitimely manner.

Estate Tax

Shares of our common stock owned or treated as@Wwyan individual who is not a citizen or residers
specifically defined for U.S. federal estate taxgmses, of the United States at the time of hiseordeath will be
subject to U.S. federal estate tax unless an agipéaestate tax treaty provides otherwise. Thefdesthether an
individual is a resident of the United States fo&federal estate tax purposes differs from theused for
U.S. federal income tax purposes. Some individdatsefore, may be non-U.S. holders for U.S. fedacmme tax
purposes, but not for U.S. federal estate tax mepoor vice versa.
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New Legislation Relating to Foreign Account:

Newly enacted legislation may impose withholdingegon certain types of payments made to “foreign
financial institutions” and certain other non-UeBtities. Under this legislation, the failure torqay with additional
certification, information reporting and other sified requirements could result in withholding taging imposed
on payments of dividends and sales proceeds t@fonetermediaries and certain non-U.S. holder® [Bgislation
imposes a 30% withholding tax on dividends on,raisg proceeds from the sale or other dispositipowfcommot
stock paid to a foreign financial institution oradoreign non-financial entity, unless (i) thedimn financial
institution undertakes certain diligence and rapgrobligations or (ii) the foreign nofmancial entity either certifie
it does not have any substantial U.S. owners aiighes identifying information regarding each sabstl
U.S. owner. If the payee is a foreign financiatitagion, it must enter into an agreement with th&. Treasury
requiring, among other things, that it undertakelemtify accounts held by certain U.S. persons or
U.S.-ownedoreign entities, annually report certain inforneatiabout such accounts, and withhold 30% on pays
to account holders whose actions prevent it fromplging with these reporting and other requirementse
legislation applies to payments made after DecerBbeR012. Prospective investors should consuit the
advisors regarding this legislation.
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UNDERWRITING

Barclays Capital Inc., Credit Suisse SecuritiesAYS.C, Merrill Lynch, Pierce, Fenner & Smith Inquorated
and Wells Fargo Securities, LLC are acting as ¢épeasentatives of the underwriters and as joinkfsaaning
managers. Under the terms and subject to the ¢onslibf an underwriting agreement dated the dathisf
prospectus supplement, which will be filed as amilekto a current report on Form 8-K and incorgedaby
reference in this prospectus supplement and thengaanying prospectus, each of the underwriters daretow ha
severally agreed to purchase from us, and we hgnezd to sell to them, severally, the number ofeshaf common
stock shown opposite its respective name below:

Number of

Underwriters _ Shares
Barclays Capital Inc
Credit Suisse Securities (USA) LL
Merrill Lynch, Pierce, Fenner & Smith

Incorporate
Wells Fargo Securities, LL!
KeyBanc Capital Markets Inc
Mitsubishi UFJ Securities (USA), Inc
UBS Securities LLC

Total 6,000,001

The underwriting agreement provides that the olibga of the underwriters to purchase the commoaokst
included in this offering are several and not j@nt are subject to approval of legal matters lwnsel and to other
conditions. The underwriters are obligated to pasehall of the common stock if they purchase arth@common
stock.

Our common stock is listed on the New York Stockltiange under the symbol “PNW.”

Option to Purchase Additional Shares

We have granted the underwriters an option, exabtisfor 30 days after the date of this prospestyplemen
to purchase, from time to time, in whole or in pap to an aggregate of 900,000 shares at theqpotféiring price
less underwriting discounts and commissions ors#étmee terms and conditions as set forth above. mterwriters
may exercise this option solely for the purposeafering over-allotments, if any, made in connettidth the
offering of the common stock offered by this praspe supplement. To the extent that this optieexercised, each
underwriter will be obligated, subject to certaonditions, to purchase its pro rata portion of ¢hadditional shares
based on the underwriter’s percentage underwréorgmitment in this offering as indicated in theqa@ing table.

Commissions and Expenses

The underwriters have advised us that they propmeéfer the common stock directly to the publidtet public
offering price presented on the cover page offihispectus supplement and may offer the commokk stoselecte
dealers, which may include the underwriters, afpthiglic offering price less a selling concessiohin@xcess of
$ per share. After the initial offering of tbemmon stock to the public, the underwriters magnge the offering
price and other selling terms.

The following table summarizes the underwritingcdisnts and commissions to be paid to the undemsriig
us. The underwriting discount is the differencen®sn the offering price and the amount the undégveripay to
purchase the shares from us. These amounts ar@ sts®ming both no exercise and full exercise®f th
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underwriters’ option to purchase up to an additi®@,000 shares. The underwriting discounts amdngizsions
equal % of the public offering price.

Total
Per Share No Exercise _Full Exercise
Public offering price $ $ $
Underwriting discounts and commissic $ $ $
Proceeds, before expenses, t( $ $ $

We estimate that the total expenses of the offgsaygable by us, excluding underwriting discounts an
commissions, will be approximately $190,000.

Lock-Up Agreements

For a period of ninety (90) days after the datéhisf prospectus supplement (the “Lock-up Period®§,have
agreed not to offer, sell, contract to sell, pledgetherwise dispose of, directly or indirectly fibe with the SEC a
registration statement under the Securities AGIH3 relating to, any shares of our common stottkefathan the
shares of common stock to be issued in connectitintiais offering) or securities convertible into@exchangeable
or exercisable for any shares of our common stogublicly disclose the intention to make any soffier, sale,
pledge, disposition or filing, without the priorten consent of Barclays Capital Inc. and CredisSe Securities
(USA) LLC. These restrictions do not apply to salésommon stock or to stock option grants and ost@ckbasec
awards we may make under our existing equity incerand compensation plans, our savings plan andioect
stock purchase and dividend reinvestment plan.

During the Lock-up Period, all of our directors andcutive officers have agreed, subject to cegaaeptions,
not to offer, sell, contract to sell, pledge oresthise dispose of, directly or indirectly, any sfsof our common
stock or securities convertible into or exchangeainlexercisable for any shares of our common semder into a
transaction that would have the same effect, @rdnto any swap, hedge or other arrangementithasfers, in
whole or in part, any of the economic consequen€esvnership of our common stock, whether any ekth
transactions are to be settled by delivery of ammon stock or such other securities, in cashlweratise, or
publicly disclose the intention to make any sudemfsale, pledge or disposition, or to enter my such
transaction, swap, hedge or other arrangementputitin each case, the prior written consent otBas Capital
Inc. and Credit Suisse Securities (USA) LLC. Anyneoon stock received upon exercise of options gdarateur
directors and executive officers is also subje¢h&se restrictions. These restrictions do notyafp(i) withholding
of a portion of common stock to which a directoegecutive officer would otherwise be entitled upla vesting c
exercise of an equity incentive award to satisfyliaable tax withholding requirements, (ii) a bdide gift or a
transfer of common stock to a family member orttitthe gift recipient or transferee agrees tdband by the
restrictions mentioned above or (iii) any commartktacquired in the open market after the closifitpis offering.
Our directors and executive officers have alsoedjreot to make any demand for or exercise any vigght respect
to the registration of any common stock or any sgcaonvertible into or exercisable or exchangedbl common
stock during the Lock-up Period, without the prwitten consent of Barclays Capital Inc. and Cré&tlitsse
Securities (USA) LLC.

Indemnification

We have agreed to indemnify the underwriters agaedain liabilities relating to the offering, iiucling
liabilities under the Securities Act of 1933, andcontribute to payments that the underwriters bayequired to
make for these liabilities.

Stabilization, Short Positions and Penalty Bids

The underwriters may engage in stabilizing trarieast short sales and purchases to cover positi@ated by
short sales, and penalty bids or purchases fgouhgose of pegging, fixing or maintaining the pridehe common
stock, in accordance with Regulation M under theuBtes Exchange Act of 1934.
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 Stabilizing transactions permit bids to purchageuthderlying security so long as the stabilizindskdo not
exceed a specified maximul

« A short position involves a sale by the underwsitef shares in excess of the number of shares the
underwriters are obligated to purchase in the mifgmwhich creates a syndicate short position. Ehist
position may be either a covered short positioa paked short position. In a covered short positioe
number of shares involved in the sales made byilderwriters in excess of the number of shares dhey
obligated to purchase is not greater than the nuwlghares that they may purchase by exercisiaig th
option to purchase additional shares. In a naked glosition, the number of shares involved is tgethan
the number of shares in their option to purchasitiadal shares. The underwriters may close outsmyt
position by either exercising their option to puashk additional shares and/or purchasing sharég iopgen
market. In determining the source of shares toectag the short position, the underwriters will sioler,
among other things, the price of shares availabi@dirchase in the open market as compared torite gt
which they may purchase shares through their optigourchase additional shares. A naked shortipasg
more likely to be created if the underwriters asaaerned that there could be downward pressurbeprice
of the shares in the open market after pricing toatd adversely affect investors who purchaséén t
offering.

» Syndicate covering transactions involve purchasesmmon stock in the open market after the diatidn
has been completed in order to cover syndicate plogitions.

« Penalty bids permit the underwriters to reclainelfirsg concession from a syndicate member when the
common stock originally sold by the syndicate menib@urchased in a stabilizing or syndicate cogri
transaction to cover syndicate short positic

These stabilizing transactions, syndicate coveragsactions and penalty bids may have the effe@ising or
maintaining the market price of our common stockmventing or retarding a decline in the markéteof the
common stock. As a result, the price of the comstonk may be higher than the price that might etiss exist in
the open market. These transactions may be effectéde New York Stock Exchange or otherwise ahnd, i
commenced, may be discontinued at any time.

Neither we nor any of the underwriters make anyaggntation or prediction as to the direction ognitude of
any effect that the transactions described abowehage on the price of the common stock. In addjtieeither we
nor the underwriters make any representation teatihderwriters will engage in these stabilizirpsactions or
that any transaction, once commenced, will notibeathitinued without notice.

Stamp Taxes

If you purchase shares of common stock offeredli;ygrospectus supplement and the accompanying
prospectus, you may be required to pay stamp taxé®ther charges under the laws and practicdgeafduntry of
purchase, in addition to the offering price listedthe cover page of this prospectus supplementrend
accompanying prospectus.

Relationships

The underwriters and/or their affiliates have perfed investment banking, commercial banking andsady
services for us and our affiliates from time todifor which they have received customary fees apémreses. The
underwriters and/or their affiliates may, from titeetime, engage in transactions with and perfoemises for us
and our affiliates in the ordinary course of tHmisiness. For example, affiliates of certain ofuhderwriters are
lenders under our revolving credit facility andteér credit facilities of APS and SunCor Developtn@ompany.

Electronic Distribution

A prospectus in electronic format may be made atsél on Internet sites or through other online isess
maintained by one or more of the underwriters angi#ting group members participating in this offgrior by thei
affiliates. In those cases, prospective investaag wmiew offering terms online and, depending ugengarticular
underwriter or selling group member, prospectiwegiors may be allowed to place orders online. The
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underwriters may agree with us to allocate a secifmber of shares for sale to online brokeragewaat holders.
Any such allocation for online distributions wilebmade by the representatives on the same basibers
allocations. Other than this prospectus supplemedithe accompanying prospectus in electronic fortha
information on any underwriter’s or selling grougmber’s web site and any information containedniyn ather
web site maintained by an underwriter or sellingugr member is not part of this prospectus suppl¢methe
accompanying prospectus or the registration stateofevhich this prospectus supplement and therapamying
prospectus form a part, has not been approved mexdmrsed by us or any underwriter or selling grmember in
its capacity as underwriter or selling group mendrat should not be relied upon by investors.

European Economic Area

In relation to each member state of the Europeam&muic Area that has implemented the Prospectiueciie
(each, a “Relevant Member State”), with effect frand including the date on which the Prospectusdiive is
implemented in that Relevant Member State, an aféne securities offered by this prospectus seqmgint
described in this prospectus supplement and thengzanying prospectus may not be made to the pirbtitat
Relevant Member State, except that an offer osdwurities offered by this prospectus supplemetitggublic in a
Relevant Member State may be made at any time uhddollowing exemptions pursuant to the Prospectu
Directive, if the exemptions have been implemeitettiat Relevant Member State:

* to any legal entity that is authorized or reguldtedperate in the financial markets or, if notshorized or
regulated, whose corporate purpose is solely teshin securities

« to any legal entity that has two or more of (i)aaterage of at least 250 employees during theitzstdéial
year, (ii) a total balance sheet of more t€43,000,000 and (iii) an annual net turnover of entian
€50,000,000, as shown in its last annual or conat#idl account:

« to fewer than 100 natural or legal persons (othan tqualified investors as defined in the Prospectu
Directive) subject to obtaining the prior consehth@ underwriter for any such offer;

« in any other circumstances that do not requirgthgication of a prospectus pursuant to Article)3fthe
Prospectus Directive

provided, that no such offer of securities shajuiee us or any underwriter to publish a prospeptusuant to
Article 3 of the Prospectus Directive.

For purposes of this provision, the expressionéiofff the securities offered by this prospectugpkrmpent” in
relation to any securities offered by this prospsaupplement in any Relevant Member State means th
communication in any form and by any means of sigffit information on the terms of the offer and skeurities to
be offered so as to enable an investor to decig@rtchase or subscribe for the securities offegethis prospectus
supplement, as the expression may be varied imibatber state by any measure implementing the Bcosp
Directive in that member state, and the expres§tospectus Directive” means Directive 2003/71/E@ ancludes
any relevant implementing measure in each Reldvamber State.

United Kingdom

This prospectus supplement and the accompanyirgppctus are only being distributed to, and are only
directed at, persons in the United Kingdom thatcar@ified investors within the meaning of Arti@€l)(e) of the
Prospectus Directive that are also (i) “investn@ofessionalsfalling within Article 19(5) of the Financial Sewas
and Markets Act 2000 (Financial Promotion) Orded20as amended (the “Order”), or (ii) high net vadrbdies
corporate, unincorporated associations and pahipsrand the trustees of high value trusts, asritbestin
Article 49(2)(a) to (d) of the Order, and othergmers to whom it may lawfully be communicated (altls persons
together being referred to as “relevant persoridig securities offered by this prospectus supplémed the
accompanying prospectus are only available toaaydnvitation, offer or agreement to subscribechase or
otherwise acquire such securities will be engagezhly with, relevant persons. Any person in thetéthKingdom
that is not a relevant person should not act graelthis prospectus supplement and the accompaupyospectus ¢
any of their contents.
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Switzerland

We have not and will not register with the Swissdricial Market Supervisory Authority (FINMA) asaéign
collective investment scheme pursuant to Articl® adf.the Federal Act on Collective Investment Schah23 Jun:
2006, as amended (CISA), and accordingly the stmaieg) offered pursuant to this prospectus havendtwill not
be approved, and may not be licenseable, with FINVierefore, the shares have not been authorized fo
distribution by FINMA as a foreign collective intatent scheme pursuant to Article 119 CISA and tiares
offered hereby may not be offered to the publicti@sterm is defined in Article 3 CISA) in or froBwitzerland.
The shares may solely be offered to “qualified 8taes,” as this term is defined in Article 10 CISékd in the
circumstances set out in Article 3 of the OrdinaoneCollective Investment Scheme of 22 Novembe6266
amended (CISO), such that there is no public offefestors, however, do not benefit from protectimaer CISA o
CISO or supervision by FINMA. This prospectus ang ather materials relating to the shares aretlstfersonal
and confidential to each offeree and do not cartstian offer to any other person. This prospectag omly be used
by those qualified investors to whom it has beemdied out in connection with the offer describeceireand may
neither directly or indirectly be distributed or deaavailable to any person or entity other thareitipients. It may
not be used in connection with any other offer sinall in particular not be copied and/or distrilalte the public in
Switzerland or from Switzerland. This prospectusginot constitute an issue prospectus as thatisaurnmderstood
pursuant to Article 652a and/or 1156 of the Swisddfal Code of Obligations. We have not appliechfbsting of
the shares on the SIX Swiss Exchange or any o#fgelated securities market in Switzerland, and equently, the
information presented in this prospectus does aoéssarily comply with the information standardsose in the
listing rules of the SIX Swiss Exchange and coroesling prospectus schemes annexed to the listleg of the
SIX Swiss Exchange.

EXPERTS

The consolidated financial statements of PinnacésMCapital Corporation, and the related finarstialement
schedules, incorporated in this prospectus suppiearal the accompanying prospectus by reference Bimnacle
West Capital Corporation’s Annual Report on FormKlfdr the year ended December 31, 2009, and the
effectiveness of Pinnacle West Capital Corporationternal control over financial reporting, haveehb audited by
Deloitte & Touche LLP, an independent registerellipiaccounting firm, as stated in their report,ethis
incorporated herein by reference. Such financakstents and financial statement schedules havedoee
incorporated in reliance upon the report of suah fjiven upon their authority as experts in accimgnand auditing

LEGAL MATTERS

Certain legal matters with respect to the offedigommon stock described in this prospectus supgd will
be passed upon for us by Snell & Wilmer L.L.P., &fig, Arizona and for the underwriters by Pillsbitnthrop
Shaw Pittman LLP, New York, New York. In giving iginion, Snell & Wilmer L.L.P. may rely as to aflatters
under the Public Utility Holding Company Act of Z8(as amended, and the Federal Power Act, as acheunulen
the opinion of Morgan, Lewis & Bockius LLP, Washiong, D.C.
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Prospectus

PINNACLE WEST CAPITAL CORPORATION
Unsecured Debt Securities
Preferred Stock
Common Stock

ARIZONA PUBLIC SERVICE COMPANY

Unsecured Debt Securities

We may offer and sell these securities from timén@ in one or more offerings. This prospectus/jates you
with a general description of the securities we offgr.

Each time we sell these securities, we will provadaupplement to this prospectus that containsfipec
information about the offering and the terms ofdkeurities, including the plan of distribution tbe securities.
You should carefully read this prospectus and amppkement, as well as the documents incorporatagfeyence ir
this prospectus, before you invest in any of theswririties.

See “Risk Factors” beginning on page 3 of this prggectus where we describe certain
factors you should consider in making an investmendecision.

Our principal executive offices are located at Aladth Fifth Street, P.O. Box 53999, Phoenix, Ariaon
85072-3999. Our telephone number is (602) 250-1000.

Pinnacle West's common stock is listed on the NewkYStock Exchange under the symbol “PNW.” Unless
otherwise indicated in a supplement to this progmecthe other securities offered hereby will netibted on a
national securities exchange.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NOR ANY STATE SECURITIES
COMMISSION HAS APPROVED OR DISAPPROVED OF THESE SECURITIES OR PASSED UPON THE
ADEQUACY OR ACCURACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY
IS A CRIMINAL OFFENSE.

We may offer and sell these securities directlgucchasers, through agents, dealers, or undersater
designated from time to time, or through a comlimadf these methods. If any agents, dealers oemmriters are
involved in the sale of any securities, the reléyanspectus supplement will set forth any apple@ommissions
or discounts.

The date of this prospectus is April 24, 2(
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RISK FACTORS

We include a discussion of risk factors relatin@tm business and an investment in our securitiesii Annua
Reports on Form 10-K and Quarterly Reports on FbdR® filed from time to time by us with the Seciastand
Exchange Commission (the “SEC”). These reportsrena@rporated by reference in this prospectus. S¢ecte You
Can Find More Information.” We describe additiorisks of investment in our securities below. We ralso
describe additional risks related to our securities prospectus supplement from time to time. Befaurchasing
our securities, you should carefully consider ik factors we describe in those reports, in thispectus and in
any prospectus supplement. Although we try to disdey risks in the risk factor descriptions, péels aware that
other risks may prove to be important in the futddew risks may emerge at any time and we canreatigirthese
risks or estimate the extent to which they maydféeir business, financial condition, cash flowsperating
results.

In addition to the general risks that we descrbelr SEC reports, you should consider the follgnadditiona
risks before investing in our securities.

Risk Factors Relating to Unsecured Debt Securities

You may be unable to sell your unsecured debt securitiesif a trading market for the unsecured debt securities
does not develop.

An established trading market for the unsecured sleturities does not exist and may not developedsrthe
applicable prospectus supplement specifies otherwie do not intend to apply for listing of the ecsred debt
securities on any securities exchange or for giootain any automated dealer quotation system. igoality of any
market for the unsecured debt securities will dépmmthe number of holders of the securities, tiberést of
securities dealers in making a market in the unsecdebt securities, and other factors. If an adtimding market
does not develop, the market price and liquidityhef unsecured debt securities may be adversedgtatf. If the
unsecured debt securities are traded, they mag &ad discount from their initial offering pricefending upon
prevailing interest rates, the market for similecwrities, general economic conditions, our peréoroe and busine
prospects, and certain other factors.

You may have only limited ability to control remedies upon an event of default.

Upon the occurrence of an event of default, thetéi has the right to exercise remedies underpiblecable
indenture. The trustee will take certain actiongguested to do so by the holders of a speciedemtage of the
aggregate principal amount of the securities thestanding under the applicable indenture onheitain condition
are satisfied. See “Description of Pinnacle Westédnred Debt Securities — Events of Default” anés&iption
of APS Unsecured Debt Securities — Events of D&fdglow. Thus, you may not be able to exercise @mtrol
over the trustee’s exercise of remedies unlessgawbtain the consent of holders of the specpgmdentage of the
total amount of securities outstanding under thdieable indenture and satisfy all other conditipnscedent.

ABOUT THIS PROSPECTUS

This prospectus is part of a shelf registratioteste@nt that we filed with the SEC. By using a shetfistration
statement, we may sell, from time to time, in onenore offerings, any combination of the securitiescribed in
this prospectus. In this prospectus we may reféeainsecured debt securities, preferred stoclcaminon stock
that may be offered by Pinnacle West Capital Cation (“Pinnacle West”) and the unsecured debt rétesi that
may be offered by Arizona Public Service Compami®yRS”) collectively as the “securities.”

This prospectus provides you with a general desoripf the securities we may offer. Each time fero
securities, we will provide you with a prospectupglement and, if applicable, a pricing supplem&he prospectt
supplement and any applicable pricing supplemelhitlescribe the specific terms of the securitiempeffered.
The prospectus supplement and any applicable graipplement may also add to, update or changeftrenation
in this prospectus. If there is any inconsistenefeen the information in this prospectus and in
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any supplement, you should rely on the informatiothe supplement. In addition, the registratiateshent we file
with the SEC includes exhibits that provide mortaie about the securities.

You should rely only on the information containedrorporated by reference in this prospectus, any
prospectus supplement and any pricing supplemeet:Where You Can Find More Information.” We haw# n
authorized anyone to provide you with differenbimhation. If anyone provides you with differentinconsistent
information, you should not rely on it. We are nmking an offer to sell these securities in anisgliction where
the offer or sale is not permitted.

You should assume that the information appearirthigprospectus and any supplement to this prospes
accurate only as of the dates on their covers laadriformation incorporated by reference is adeuomly as of the
date of the report that is incorporated, unlessjtimer case, the information is given as of anospecific date. Our
business, financial condition, results of operatjand prospects may have changed since those dates

FORWARD-LOOKING STATEMENTS

This prospectus, any accompanying prospectus sueplie and the information contained or incorpordtgd
reference in this prospectus may contain forwaokiltg statements based on current expectationsyarassume
no obligation to update these statements or makduather statements on any of these issues, exxemquired by
applicable law. These forward-looking statemengsddten identified by words such as “estimate, €tfict,”
“hope,” “may,” “believe,” “anticipate,” “plan,” “epect,” “require,” “intend,” “assume” and similar was. Because
actual results may differ materially from expeaias, we caution readers not to place undue reliandhese
statements. A number of factors could cause fuesalts to differ materially from historical ressjlor from results
or outcomes currently expected or sought by uadtiition to the Risk Factors described above, tfesters
include, but are not limited to:

« state and federal regulatory and legislative densiand actions, including the outcome or timinghef
pending rate case of AP

* increases in our capital expenditures and operatists and our ability to achieve timely and adégjuate
recovery of these increased co:

« our ability to reduce capital expenditures and otusts while maintaining reliability and custonservice
levels, and unexpected developments that would tismfrom achieving all or some of our planned Gpi
expenditure reduction

« volatile fuel and purchased power costs, includingtuations in market prices for natural gas, coghnium
and other fuels used in our generating facilitiasilability of supplies of such commodities, ana ability
to recover the costs of such commodit

« the outcome and resulting costs of regulatory slagive and judicial proceedings, both current fardre,
including those related to environmental matteid @mate change

« the availability of sufficient water supplies toespte our generation facilities, including as thsuit of
drought conditions

« the potential for additional restructuring of tHeatric industry, including decisions impacting vidésale
competition and the introduction of retail electmmpetition in Arizona

« regional, national and international economic aragk®t conditions, including the strength of thd esdate,
credit and financial market

« the potential adverse impact of current economii@mns on our results of operatiol
* the cost of debt and equity capital and accesajdat markets
« changes in the market price of our common st

* restrictions on dividends or other burdensome giows in new or existing credit agreeme|
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« our ability, or the ability of our subsidiaries,eet debt service obligatior
« current credit ratings remaining in effect for agiyen period of time

« the performance of the stock market and the chagnigberest rate environment, which affect the valtieur
nuclear decommissioning trust, pension, and otbstretirement benefit plan assets, the amountcpfired
contributions to our pension plan and contributim#&PS’ nuclear decommissioning trust funds, a ase
the reported costs of providing pension and otlstrptirement benefits and our ability to recowerhscosts

« volatile market liquidity, any deteriorating courgarty credit and the use of derivative contractstir
business (including the interpretation of the scidye and complex accounting rules related to these
contracts)

« changes in accounting principles generally acceptéde United States of America, the interpretaid
those principles and the impact of the adoptioneat’ accounting standarc

» customer growth and energy usa

« weather variations affecting local and regionatooeer energy usag
« power plant performance and outac

 transmission outages and constrai

« the completion of generation and transmission caosbn in the region, which could affect custorgeswth
and the cost of power supplit

« risks inherent in the operation of nuclear fa@hti such as environmental, regulatory, health exash¢ial
risks, risk of terrorist attack, planned and unpkshoutages, and unfunded decommissioning ¢

« the ability of our power plant participants to meentractual or other obligatior
« technological developments in the electric indus

« the results of litigation and other proceedingsiitasy from the California and Pacific Northwesteegy
situations;

« the performance of our subsidiaries and any regu#ifects on our cash flo

* the strength of the real estate and credit madmdseconomic and other conditions affecting théestate
and credit markets in the market areas of PinnAtdst’s subsidiary, SunCor Development Company
(“SunCo"), which include Arizona, Idaho, New Mexico and Utahd

 other uncertainties, all of which are difficultpoedict and many of which are beyond our con

We generally update these factors in each of oumudhReports on Form 10-K and Quarterly Reports on
Form 10-Q filed with the SEC. We caution you noptace undue reliance on any forward-looking stateim We
claim the protection of the safe harbor for forwrdking statements contained in the Private S&easrLitigation
Reform Act of 1995 for any forward-looking staterteeaontained or incorporated by reference in thispectus or
any prospectus supplement.

WHERE YOU CAN FIND MORE INFORMATION

Available Information

We file annual, quarterly, and current reports atiger information with the SEC. Our SEC filings anailable
to the public over the Internet at the SEC’s webdittp://www.sec.gov. You may also read and copyraaterials
we file with the SEC at the SEC's public referenmem, at 100 F Street, N.E., Washington, D.C. 2054 may
obtain information on the operation of the pubference room by calling the SEC at 1-800-SEC-0B2ports an
other information concerning Pinnacle West can bksinspected and copied at the offices of the New
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York Stock Exchange at 20 Broad Street, New YorgwiNork 10005. Our filings with the SEC are alsaitable
on Pinnacle West's website at http://www.pinnaclstaeom. The other information on Pinnacle West'bsite is
not part of this prospectus, any prospectus supgtér any pricing supplement.

Incorporation by Reference

The SEC allows us to incorporate by referencerfamnation we file with them, which means that vesm c
disclose important information to you by referriymu to those documents. The information incorpatdte
reference is considered to be part of this prosigeetxcept for information superseded by infornratiothis
prospectus, and later information that we file wita SEC will automatically update and superseeitiformation.
We incorporate by reference the documents listémlband any future filings we make with the SEC eind
Section 13(a), 13(c), 14 or 15(d) of the Securiii®shange Act of 1934, as amended (the “Exchand8,ASEC
file No. 1-8962 for Pinnacle West and No. 1-4478A®S) prior to the termination of this offeringsaduding, in
each case, information deemed furnished and reat. fil

Pinnacle West Capital Corporation:

« Pinnacle West Capital Corporation’s Annual ReparfForm 10-K for the fiscal year ended December 31,
2008;

« Pinnacle West Capital Corporation’s Current Reporntg-orm 8-Kfiled January 26, 2009, February 25, 2(
March 24, 2009 (two filings), April 2, 2009 and Ai@22, 2009; anc

» The description of Pinnacle West's common stockuited in its registration statement on Form 8-Be Fi
No. 1-8962, as filed on July 25, 1985, and any amendmergport that we have filed (or will file aftdre
date of this prospectus and prior to the termimatibthis offering) for the purpose of updating lsuc
description, including Pinnacle West's Current Répa Form 8-K filed with the SEC on November 24,
2008.

Arizona Public Service Company:

« Arizona Public Service Company’s Annual Report amnfr 10-K for the fiscal year ended December 31,
2008; anc

« Arizona Public Service Company’s Current Report$-orm 8-K filed January 26, 2009, February 25, 2009
March 24, 2009 (two filings) and April 22, 20(

These documents contain important information albswnd our financials. We will provide to eachsper,
including any beneficial owner, to whom a prospsésudelivered, a copy of any or all of the infotioa that has
been incorporated by reference in this prospeattisidt delivered with this prospectus. You may esju copy of
these filings, at no cost, by writing, telephonorgcontacting us through our website at the folluyvi

Pinnacle West Capital Corporati Arizona Public Service Compal
Office of the Secretar Office of the Secretar

Station 906¢ Station 906¢

P.O. Box 5399¢ P.O. Box 5399¢

Phoenix, Arizoné8507:-3999 Phoenix, Arizona 850°-3999
(602)25(-3252 (602) 25(-3252

Or online at www.pinnaclewest.com.
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THE COMPANIES

Pinnacle West was incorporated in 1985 under the tzf the State of Arizona and owns all of the tautding
equity securities of APS, its major subsidiary. AR & vertically-integrated electric utility thatqvides either retail
or wholesale electric service to most of the stitrizona, with the major exceptions of about dradf of the
Phoenix metropolitan area, the Tucson metropoliraa and Mohave County in northwestern Arizonan#ite
West's other principal subsidiary is SunCor, whiglengaged in real estate development activitighgrwestern
United States.

The principal executive offices of Pinnacle Wesd &PS are located at 400 North Fifth Street, P.@x B3999
Phoenix, Arizona 85072-3999, and the telephone runs602-250-1000.

USE OF PROCEEDS

Pinnacle West intends to use the proceeds froreateeof these securities for general corporateqaag whicl
may include the repayment of indebtedness, cagianditures, the funding of working capital, asdusitions,
and for stock repurchases and/or capital infusiotisone or more of its subsidiaries for any ofsh@urposes. APS
intends to use the proceeds from the sale of thesgrities to finance its construction, resouragisition and
maintenance programs, to redeem or retire outsigrg#icurities and to repay or refund other outstanidng-term
or short-term debt. The specific use of proceedis fthe sale of securities will be set forth in pinespectus
supplement relating to each offering of these stesr

GENERAL DESCRIPTION OF THE SECURITIES

Pinnacle West, directly or through agents, dealexsnderwriters that it designates, may offer agitj som
time to time, an indeterminate amount of:

« its unsecured debt securities, in one or more senikich may be senior unsecured debt securities or
subordinated unsecured debt securities, in eaghamssisting of notes or other unsecured evideokces
indebtednes:

« shares of its preferred stoc
* shares of its common stock;
« any combination of these securiti

APS, directly or through agents, dealers or undégverthat it designates, may offer and sell, ftone to time,
an indeterminate amount of its senior unsecuret skxturities, in one or more series, consistingatés or other
unsecured evidences of indebtedness.

Pinnacle West and APS may offer and sell thesergiesueither individually or as units consistinfame or
more of these securities, each on terms to berdited at the time of sale. Pinnacle West may issisecured debt
securities and/or shares of preferred stock treeachangeable for and/or convertible into commooksor any of
the other securities that it may sell under thisspectus. When particular securities are offeredipglement to this
prospectus will be delivered with this prospectuisich will describe the terms of the offering aradesof the offere
securities.

DESCRIPTION OF PINNACLE WEST UNSECURED DEBT SECURITIES

General

The following description highlights the generaits of the unsecured debt securities that PinnAest may
offer. In this description, we will refer to the setured debt securities as “debt securities.” Wiense the terms
“we,” “us,” “our,” and like terms in this description, we are refeyiio Pinnacle West. When we offer debt secul
in the future, the prospectus supplement will eixpllae particular terms of those securities andetitent to which
any of these general provisions will not apply.
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We can issue an unlimited amount of debt secunitieter the indentures listed below. We can issbé¢ de
securities from time to time and in one or moréeseas determined by us. In addition, we can isglé securities
any series with terms different from the terms @lbtdsecurities of any other series and the ternpaudicular debt
securities within any series may differ from eateo, all without the consent of the holders ofyvasly issued
series of debt securities. If specified in a praspe supplement relating to an offering of debusiges, from time t
time, without notice to, or the consent of, thesérg holders of any series of debt securities thestanding, we
may create and issue additional debt securitiealequank and having the same maturity, paymeantse
redemption features, and other terms as the debtises of such series, except for the issue ditke additional
debt securities, the public offering price of tlideliional debt securities, the payment of inteegstruing prior to the
issue date of the additional debt securities andéusome circumstances) the first payment of ésteollowing the
issue date of the additional debt securities. Tduit@nal debt securities may be consolidated anohfa single
series with previously issued debt securities efdfiected series.

The debt securities will be our direct, unsecurelijations. The debt securities may be issued em@mmore
series under:

 an Indenture, dated as of December 1, 2000, betiMeerBank of New York Mellon Trust Company, N.A.,
successor to The Bank of New York Mellon, as treistéend us, as amended from time to time, in the ofs
senior debt securities;

* an Indenture, dated as of December 1, 2000, asdeddrom time to time, between The Bank of New York
Mellon Trust Company, N.A., successor to The BahKew York Mellon, as trustee, and us, in the aafse
subordinated debt securitie

Because we are structured as a holding compangxiating and future indebtedness and other ligdsliof our
subsidiaries will be effectively senior in right pyment to our debt securities, whether seniot sketurities or
subordinated debt securities. Neither of the abhogtentures limits our ability or the ability of osubsidiaries to
incur additional indebtedness in the future. Treetssand cash flows of our subsidiaries will belakte, in the first
instance, to service their own debt and other alibgs and our ability to have the benefit of tlasisets and cash
flows, particularly in the case of any insolvenayfinancial distress affecting our subsidiariesdoarise only
through our equity ownership interests in our sdibsies and only after their creditors had beeistadl.

We have summarized the material provisions of tlgemhtures below. We have filed the senior and slibatec
Indentures as exhibits to the registration statémésu should read the Indentures in their entirgtgluding the
definitions, together with this prospectus andphmspectus supplement before you make any investieersion in
our debt securities. Although separate Indenturesised for subordinated debt securities and seeiotrr securities,
references to the “Indenture” and the descriptibthe “Indenture” in this section apply to both émures, unless
otherwise noted.

You should refer to the prospectus supplement irsednnection with the offering of any debt sedestfor
information about a series of debt securities udilg:

« title of the debt securitie:

* the aggregate principal amount of the debt seesrir the series of which they are a

« the date on which the debt securities mat

* the interest rate

< when the interest on the debt securities accrugssgmayable

« the record dates for the payment of inter

» places where principal, premium, or interest wdlgmyable

* periods within which, prices at which, and termsmugvhich we can redeem debt securities at our og

* any obligation on our part to redeem or purchase siecurities pursuant to a sinking fund or atdpton of
the holder:
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« denominations and multiples at which debt securitiél be issued if other than $1,0(

« any index or formula from which the amount of pipat or any premium or interest may be determit
« any allowance for alternative currencies and deteation of value

« whether the debt securities are defeasible unaetetims of the Indentur

« whether we are issuing the debt securities as btauarities;

 any additional or different events of default ang ahange in the right of the trustee or the haderdeclare
the principal amount due and payable if there isdefault;

 any addition to or change in the covenants in tidemture; an
 any other terms

We may sell the debt securities at a substantiaiodint below their principal amount. The prospectus
supplement may describe special federal incomedasiderations that apply to debt securities sblhaoriginal
issue discount or to debt securities that are d@mated in a currency other than United States dolla

Unless the applicable prospectus supplement speatherwise, we do not intend to list the debtisges on
any securities exchange.

Other than the protections described in this progseand in the prospectus supplement, holdersluif d
securities would not be protected by the coveniantse Indenture from a highly-leveraged transawctio

Subordination

The Indenture relating to the subordinated dehitritges states that, unless otherwise provided in a
supplemental indenture or a board resolution acef§’ certificate establishing a series of delousities, the debt
securities will be subordinate to all senior ddttiis is true whether the senior debt is outstandmsgf the date of
the Indenture or is incurred afterwards. The baafache information under this heading assumesaha
supplemental indenture or a board resolution resulé series of debt securities being subordineliéidations.

The Indenture states that we cannot make payméptingipal, premium, or interest on the subordatatiebt

* the principal, premium or interest on senior dshiat paid when due and the applicable grace péoiothe
default has ended and the default has not beed cuwaived; ol

« the maturity of any senior debt has been acceltlzeause of a defau

The Indenture provides that we must pay all sedédnt in full before the holders of the subordinalett
securities may receive or retain any payment ihveke any payment to our creditors or our assetdisnébuted to
our creditors, with certain exceptions, upon angheffollowing:

« dissolution;

e winding up;

« liquidation;

 reorganization, whether voluntary or involunte
 bankruptcy;

* insolvency;

* receivership; o

 any other proceeding
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The Indenture provides that when all amounts owimghe senior debt are paid in full, the holderthef
subordinated debt securities will be subrogatatieaights of the holders of senior debt to recgisgments or
distributions applicable to senior debt.

The Indenture defines senior debt as the princgalmium, interest and any other payment due uadgiof the
following, whether outstanding at the date of thédnture or thereafter incurred, created or assumed

« all of our debt evidenced by notes, debenturesgdsoor other securities we sell for mon

« all debt of others of the kinds described in thecpding bullet point that we assume or guarante@yn
manner; an

« all renewals, extensions, or refundings of delthefkinds described in either of the two precedinliet
points.

However, the preceding will not be considered sedédt if the document creating the debt or themgdion
or guarantee of the debt states that it is notrsup® or that it is on equal footing with the sutlinated debt
securities.

The Indenture does not limit the aggregate amotiséwnior debt that we may issue.

Form, Exchange, and Transfer

Each series of debt securities will be issuablg anfully registered form and without coupons dddition,
unless otherwise specified in a prospectus supplertte debt securities will be issued in denonidmet of $1,000
and multiples of $1,000. We, the trustee, and drpuoagents may treat the registered holder aflat decurity as
the absolute owner for the purpose of making payseiving notices, and for all other purposes.

The holders of debt securities may exchange therarfp other debt securities of the same seriesythorized
denominations and equal principal amount. Howethés, type of exchange will be subject to the teohthe
Indenture and any limitations that apply to globaturities.

A holder may transfer debt securities by preserttiegendorsed security at the office of a secuetystrar or
transfer agent we designate. The holder will notherged for any exchange or registration of tremdfut we may
require payment to cover any tax or other goverrtal@harge in connection with the transaction. \Vieeh
appointed the trustee under each Indenture asige@gistrar. A prospectus supplement will namg aansfer
agent we designate for any debt securities if ciffefrom the security registrar. We may desigakditional
transfer agents or rescind the designation of eamsfer agent or approve a change in the officeutyiin which any
transfer agent acts at any time, except that wendlntain a transfer agent in each place of payrferdebt
securities.

If the debt securities of any series andfpecified tenor are to be redeemed, we will nateogired to do any ¢
the following:

* issue, register the transfer of, or exchange aby skcurities of that series and/or tenor begindiglays
before the day of mailing of a notice of redemptidrmny such debt security that may be selected for
redemption and ending at the close of businesh@®day of the mailing; ¢

« register the transfer of or exchange any debt gg@elected for redemption, except for the unredss
portion of a debt security that is being redeennegkirt.

Payment and Paying Agents

Unless otherwise indicated in the applicable prosesupplement, we will pay interest on a debuisgcon
any interest payment date to the person in whoserhe debt security is registered on the regeleond date for
such interest payment date.

Unless otherwise indicated in the applicable progsmesupplement, the principal, premium, and irsteoa the
debt securities of a particular series will be fdgat the office of the paying agents that we nhesignate.
However, we may pay any interest by check maileti¢écaddress, as it appears in the security regaftéhe person
entitled to that interest. Also, unless otherwisdidated in the applicable prospectus supplemiatcorporate trust
office of the

10
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trustee in The City of New York will be our soleyjrag agent for payments with respect to debt s&éesrof each
series. Any other paying agent that we initiallgideate for the debt securities of a particulaiesawill be named i
the applicable prospectus supplement. We may atiar@ydesignate additional paying agents or resttind
designation of any paying agent or approve a chantiee office through which any paying agent aeisept that
we will maintain a paying agent in each place ofrpant for the debt securities of a particular serie

All money that we pay to a paying agent for themayt of the principal, premium, or interest on dejpt
security that remains unclaimed at the end of teary after the principal, premium, or interesti@some due and
payable will be repaid to us, and the holder ofdébt security may look only to us for payment.

Consolidation, Merger, and Sale of Assets

Unless otherwise indicated in the applicable proggesupplement, we may not:

« consolidate with or merge into any other ent
» convey, transfer, or lease our properties and sissiistantially as an entirety to any entity

* permit any entity to consolidate with or merge in®or convey, transfer, or lease its propertiesamsets
substantially as an entirety to |

unless the following conditions are met:

« the successor entity is a corporation, partnershigjicorporated organization or trust organized \aaiiily
existing under the laws of any domestic jurisdictésnd assumes our obligations on the debt secuatid
under the Indenturt

« immediately after giving effect to the transactian,event of default, and no event which, aftefaeobr
lapse of time or both, would become an event chdléefshall have occurred and be continuing;

« other conditions are me

Upon any such merger, consolidation, or transféease of properties, the successor person walbstituted
for us under the Indenture, and, thereafter, exicehie case of a lease, we will be relieved obhligations and
covenants under the Indenture and the debt sesauriti

Events of Default
Each of the following will be an event of defaultder the Indenture with respect to debt securitfemy serie:

« our failure to pay principal of or any premium anyalebt security of that series when d

« our failure to pay any interest on any debt seiasriof that series when due, and the continuanteabf
failure for 30 days

* our failure to deposit any sinking fund paymentewttue, in respect of any debt securities of thiages;

« our failure to perform any of our other covenantshie Indenture relating to that series and theicoance o
that failure for 90 days after written notice hagb given by the trustee or the holders of at 3% in
principal amount of the outstanding debt securiiethat series

 bankruptcy, insolvency, or reorganization event®iving us; anc
 any other event of default for that series desdribethe applicable prospectus supplem

If an event of default occurs and is continuindpestthan an event of default relating to bankrupittgolvency,
or reorganization, either the trustee or the haldérat least 25% in aggregate principal amouthefoutstanding
debt securities of the affected series may dethe@rincipal amount of the debt securities of #eaies to be due
and payable immediately. In the case of any dehirgty that is an original issue discount securtiityg trustee or the
holders of at least 25% in aggregate principal amhofithe outstanding debt securities of that semay declare the
portion of the principal amount of the debt segusppecified in the terms of such debt securitygarbmediately du
and payable upon an event of default.

11
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If an event of default involving bankruptcy, insehcy, or reorganization occurs, the principal antafiall the
debt securities of the affected series will autooadlyy, and without any action by the trustee oy anlder, become
immediately due and payable. After any acceleratiom before a judgment or decree based on actielerthe
holders of a majority in aggregate principal amaafithe outstanding debt securities of that seriag rescind and
annul the acceleration if all events of defaulbhestthan the nopayment of accelerated principal, have been cur
waived as provided in the Indenture.

The trustee will be under no obligation to exereiag of its rights or powers under the Indenturthatrequest
or direction of any of the holders, unless the bdchave offered the trustee reasonable indenirtiy holders of a
majority in principal amount of the outstanding tiebcurities of any series will have the right ieedt the time,
method, and place of conducting any proceedinguifigrremedy available to the trustee, or exerciaimgtrust or
power conferred on the trustee, with respect talti® securities of that series, provided that:

+ such direction shall not be in conflict with lawtbe Indenture
« the trustee may take any other action not incomsistith such direction; ar

* subject to the provisions of the Indenture, thetera may decline to follow such direction if it elehines in
good faith that the proceedings so directed wowlive the trustee in personal liabili

No holder of a debt security of any series will &@any right to institute any proceeding under tidehture, or
for the appointment of a receiver or a trustedppany other remedy under the Indenture, unless:

« the holder has previously given the trustee writtetice of a continuing event of default with resip® the
debt securities of that seri¢

« the holders of at least 25% in aggregate prin@pabunt of the outstanding debt securities of taees have
made written request, and the holder or holders loffered reasonable indemnity, to the trusteedttute
the proceeding as trustee; ¢

« the trustee has failed to institute the proceeding, has not received from the holders of a mgjanit
aggregate principal amount of the outstanding debuirities of that series a direction inconsistétt the
request within 60 days after the notice, request,aifer of indemnity

The limitations provided above do not apply to & sstituted by a holder of a debt security foe #nforceme:
of payment of the principal, premium, or interesttbe debt security on or after the applicable dite.

We are required to furnish to the trustee annualtertificate of various officers stating whethenot we are i
default in the performance or observance of amh@terms, provisions, and conditions of the Indenaind, if so,
specifying all known defaults.

Modification and Waiver

In limited cases, we and the trustee may make noatiiins and amendments to the Indenture withat th
consent of the holders of any series of debt sgesirincluding to cure any ambiguity, to correcsapplement any
provision in the Indenture that is defective oransistent with any other provision, or to make or@visions with
respect to matters or questions arising underrtéieriture, but such action shall not adversely affexinterests of
the holders of the debt securities of any serieminmaterial respect. We and the trustee maynatde@
modifications and amendments to the Indenture thighconsent of the holders of not less thad/68% in aggregal
principal amount of the outstanding debt securitiesach series affected by the modification or radmeent.
However, without the consent of the holder of eactstanding debt security affected, no modification
amendment may:

» change the stated maturity of principal of or iat#ron any debt securit

« reduce the principal amount of any debt securittherrate of interest thereon or any premium payahl
redemption thereo

« reduce the amount of principal of an original isdisgount security or any other debt security p&yapon
acceleration of the maturity of the secur
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« change the stated maturity of the principal ofawy installment of principal of or interest on, atgbt
security;

« change the place or currency of payment of prin@fiaor any premium or interest on, any debt siégu
* impair the right to institute suit for the enforcemt of any payment on or with respect to any debusty; or

« reduce the percentage in principal amount of ontlitey debt securities of any series, the consewhoise
holders is required for modification or amendmefthe Indenture or is necessary for waiver of caarge
with certain provisions of the Indenture or of e@mtdefaults, or modify the provisions of the Intlae
relating to modification and waive

In general, compliance with certain restrictiveypsmns of the Indenture may be waived by the halad not
less than 68/ 3% in aggregate principal amount of the outstandielgt securities of any series. The holders of a
majority in aggregate principal amount of the cartsling debt securities of any series may waivepasy default
under the Indenture, except:

 adefault in the payment of principal, premiumijrderest; anc

 adefault under covenants and provisions of theniute which cannot be amended without the corcfent
the holder of each outstanding debt security offifected series

In determining whether the holders of the requigiiacipal amount of the outstanding debt secwitiave
given or taken any direction, notice, consent, wgior other action under the Indenture as of atg:d

« the principal amount of an outstanding originaliessliscount security will be the amount of the pipal that
would be due and payable upon acceleration of tweirity on that date

« if the principal amount payable at the stated nigtof a debt security is not determinable, thexpipal
amount of the outstanding debt security will beaemount determined in the manner prescribed fodét
security; anc

« the principal amount of an outstanding debt segdétnominated in one or more foreign currencies vl
the U.S. dollar equivalent of the principal amoafithe debt security or, in the case of a debtsigcu
described in the previous bullet points above afm@unt described in those bullet poit

If debt securities have been fully defeased orafhave deposited money with the trustee to redesbn d
securities, they will not be considered outstanding

Except in limited circumstances, we will be enttte set any day as a record date for the purpbse o
determining the holders of outstanding debt sdesritf any series entitled to give or take anyatios, notice,
consent, waiver, or other action under the Indenthr limited circumstances, the trustee will bétksd to set a
record date for action by holders. If a record datget for any action to be taken by holders pédicular series, th
action may be taken only by persons who are holofeositstanding debt securities of that serieshenrécord date.
To be effective, the action must be taken by haldéthe requisite principal amount of the debusigies within a
specified period following the record date. For g@ayticular record date, this period will be 18@<lar any other
shorter period that we may specify. The period tmaghortened or lengthened, but not beyond 180 days

Defeasance and Covenant Defeasance

We may elect to have the provisions of the Indentatating to defeasance and discharge of indebssior
defeasance of restrictive covenants in the Indenapplied to the debt securities of any seriety any specified
part of a series. The prospectus supplement useshimection with the offering of any debt secusitiall state
whether we have made these elections for thatsserie

Defeasance and Discharge

We will be discharged from all of our obligationghlwrespect to the debt securities of a seriexideposit witl
the trustee money in an amount sufficient to paypttincipal, premium, and interest on the debt stes of that
series when due in accordance with the terms diithenture and the debt securities. We can alsogiep

13




Table of Contents

securities that will provide the necessary mortitsvever, we will not be discharged from the obligas to
exchange or register the transfer of debt secsyitiereplace stolen, lost, or mutilated debt s&ear to maintain
paying agencies, and to hold monies for paymetrust. The defeasance or discharge may occur bulg satisfy
certain requirements, including that we delivettie trustee an opinion of counsel stating that axeetreceived
from, or there has been published by, the UnitetieStinternal Revenue Service a ruling, or theseble@n a change
in tax law, in either case to the effect that hoddef such debt securities:

« will not recognize gain or loss for federal incotag purposes as a result of the deposit, defeasande
discharge; an

« will be subject to federal income tax on the samewant, in the same manner, and at the same timeed
have been the case if the deposit, defeasancealissithrge were not to occt

Defeasance of Covenants

We may elect to omit compliance with restrictivesenants in the Indenture and any additional covisniuat
may be described in the applicable prospectus sappit for a series of debt securities. This elaatidl preclude
some actions from being considered defaults urdehtdenture for the applicable series. In ordentercise this
option, we will be required to deposit, in trust tbe benefit of the holders of debt securitiesdiiin an amount
sufficient to pay the principal, premium and insdren the debt securities of the applicable seviesmay also
deposit securities that will provide the necessaopies. We will also be required to satisfy certaquirements,
including that we deliver to the trustee an opinddrcounsel to the effect that holders of the duturities will not
recognize gain or loss for federal income tax psgsoas a result of such deposit and defeasanegtainc
obligations and will be subject to federal incorae on the same amount, in the same manner and aathe times
as would have been the case if the deposit andiskafiee were not to occur. If we exercise this aptiith respect t
any debt securities and the debt securities arlamecdue and payable because of the occurreremaycfvent of
default, the amount of funds deposited in trust iddne sufficient to pay amounts due on the debarsgées at the
time of their respective stated maturities but maybe sufficient to pay amounts due on the detiriiges on any
acceleration resulting from an event of defaulthiat case, we would remain liable for the adddigrayments.

Governing Law

The law of the State of New York will govern thelémture and the debt securities.

Global Securities

Some or all of the debt securities of any serieg bearepresented, in whole or in part, by one orenghobal
securities, which will have an aggregate princgrabunt equal to that of the debt securities thpyesent. We will
register each global security in the name of a diég@y or nominee identified in a prospectus supelet and
deposit the global security with the depositarmominee. Each global security will bear a legergarding the
restrictions on exchanges and registration of feanreferred to below and other matters specified supplemental
indenture to the Indenture.

No global security may be exchanged for debt stesrniegistered, and no transfer of a global sgcaray be
registered, in the name of any person other thanlépositary for the global security or any nomiotthe
depositary, unless:

« the depositary has notified us that it is unwillimgunable to continue as depositary for the gleslkalrity or
has ceased to be a clearing agency registered thelBxchange Ac

< an event of default has occurred and is continuiitly respect to the debt securities representetidglobal
security; ot

« any other circumstances exist that may be desciib#tk applicable supplemental indenture and oS3
supplement

We will register all securities issued in exchafayea global security or any portion of a globatsety in the
names specified by the depositary.
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As long as the depositary or its nominee is thésteged holder of a global security, the depositargominee
will be considered the sole owner and holder ofgledal security and the debt securities thatptesents. Except
the limited circumstances referred to above, ownétseneficial interests in a global security wtit:

* be entitled to have the global security or debtig&es registered in their name

* receive or be entitled to receive physical delivefrgertificated debt securities in exchange fgiabal
security; anc

 be considered to be the owners or holders of thieadjlsecurity or any debt securities for any puepasder
the Indenture

We will make all payments of principal, premiumgdanterest on a global security to the depositariyso
nominee. The laws of some jurisdictions requiré phachasers of securities take physical delivdérseaurities in
definitive form. These laws make it difficult tatrsfer beneficial interests in a global security.

Ownership of beneficial interests in a global saégwrill be limited to institutions that have acaas with the
depositary or its nominee, referred to as “Pardiotg,” and to persons that may hold beneficiaretts through
Participants. In connection with the issuance gfglobal security, the depositary will credit, ds book-entry
registration and transfer system, the respectieipal amounts of debt securities representedbygtobal securit
to the accounts of its Participants. Ownershipesfdiicial interests in a global security will ofdg shown on
records maintained by the depositary or the Pp#diti Likewise, the transfer of ownership interegitsbe effected
only through the same records. Payments, trangrecbanges, and other matters relating to benkiiderests in a
global security may be subject to various policied procedures adopted by the depositary from tiintiene.
Neither we, the trustee, nor any of our agents lwlle responsibility or liability for any aspecttbé depositar's or
any Participant’s records relating to, or for paptsenade on account of, beneficial interests itohal security, or
for maintaining, supervising, or reviewing any retrelating to the beneficial interests.

Regarding the Trustee

The Bank of New York Mellon Trust Company, N.A.csassor to The Bank of New York Mellon, is the
trustee under our Indentures relating to the safebt securities and the subordinated debt sessuriti or its
affiliate, The Bank of New York Mellon, is also stee under various indentures covering securiigsed by APS
or on APS’ behalf or on which APS is the ultimatdigor and also acts as auction agent for certathai debt. The
Bank of New York Mellon also acts as transfer agenbur common stock. We and our affiliates mamtzormal
commercial and banking relationships with The Bahkew York Mellon Trust Company, N.A., and itsiliftes.
In the future, The Bank of New York Mellon Trusti@pany, N.A. and its affiliates, including The BankNew
York Mellon, may provide banking, investment antlestservices to us and our affiliates.

DESCRIPTION OF PINNACLE WEST PREFERRED STOCK

Pinnacle West may issue, from time to time, shafeme or more series of its preferred stock. Wiveruse th
terms “we,” “us,” “our,” and like terms in this dagption, we are referring to Pinnacle West. Thiéofeing
description sets forth certain general terms aonglipions of the preferred stock to which any praspe supplement
may relate. The particular terms of any seriesrefggred stock and the extent, if any, to whictsthgeneral
provisions may apply to the series of preferredlstaffered will be described in the prospectus $eipent relating
to that preferred stock.

The following summary of provisions of the prefefistock does not purport to be complete and isestil,
and is qualified in its entirety by reference tog provisions of our articles of incorporation, dyk, and the
amendment to our articles relating to a specifieeseof the preferred stock (the “statement of gmefd stock
designations”), which will be in the form filed as exhibit to, or incorporated by reference in,rigistration
statement of which this prospectus is a part. Reifiovesting in any series of our preferred stocky gshould read o
articles and bylaws.
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General

Under our articles of incorporation, we have ththarity to issue up to 10,000,000 shares of pretestock. A:
of April 24, 2009, no shares of preferred stockeveutstanding. Our Board of Directors is authoritetssue share
of preferred stock in one or more series and tddixeach series voting powers and those prefeseaicd relative,
participating, optional or other special rights dndse qualifications, limitations or restrictioas are permitted by
the Arizona Business Corporation Act (the “ABCAFpr a description of provisions in our articles dythws or
under Arizona law that could delay, defer or prévenhange in control, se®éscription of Pinnacle West Comrr
Stock — Certain Anti-takeover Effects.”

Our Board of Directors is authorized to determime terms for each series of preferred stock, aad th
prospectus supplement will describe the terms pfsanies of preferred stock being offered, inclgdin

« the designation of the shares and the number oéslthat constitute the seri

« the dividend rate (or the method of calculatiorr¢lod), if any, on the shares of the series angthwity as tc
payment of dividends with respect to other classeseries of our capital stoc

« the dividend periods (or the method of calculatioereof);
« the voting rights of the share

« the liquidation preference and the priority asagment of the liquidation preference with respeatther
classes or series of our capital stock and any oitjets of the shares of the series upon our digtion or
winding up;

< whether and on what terms the shares of the ssifidse subject to redemption or repurchase ataption ol
at the option of the holders there

- whether and on what terms the shares of the ssifidse convertible into or exchangeable for other
securities

« whether the shares of the series of preferred stdltke listed on a securities exchan

« any special United States federal income tax cenattbns applicable to the series; i

« the other rights and privileges and any qualifimasi limitations or restrictions of the rights oivijeges of
the series

Dividends

Holders of shares of preferred stock will be eatitto receive, when and as declared by our BoaRirettors
out of our funds legally available therefor, a cdshdend payable at the dates and at the ratesyif per share as
set forth in the applicable prospectus supplement.

Convertibility

No series of preferred stock will be convertiblejror exchangeable for, other securities or prypexcept as
set forth in the applicable prospectus supplement.

Redemption and Sinking Fund

No series of preferred stock will be redeemableeoeive the benefit of a sinking fund except adath in the
applicable prospectus supplement.

Liquidation Rights

Unless otherwise set forth in the applicable progmesupplement, in the event of our liquidatiassdlution ol
winding up, the holders of shares of each serigeeferred stock are entitled to receive distrifmsi out of our
assets available for distribution to shareholdeesore any distribution of assets is made to hsldé(i) any other
shares of preferred stock ranking junior to thaieseof preferred stock as to rights upon liquidatand (ii) shares
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of common stock. The amount of liquidating disttibas received by holders of preferred stock wahgrally equal
the liquidation preference specified in the apgllegprospectus supplement for that series of medestock, plus
any dividends accrued and accumulated but unpdltetdate of final distribution. The holders of leaeries of
preferred stock will not be entitled to receive lij@idating distribution of, plus such dividends, dhose shares ur
the liquidation preference of any shares of ouitahptock ranking senior to that series of thefgnmred stock as to
the rights upon liquidation shall have been paidairaside for payment in full.

If upon our liquidation, dissolution or winding ughe amounts payable with respect to the prefesteck, and
any other preferred stock ranking as to any distidim on a parity with the preferred stock are paitd in full, then
the holders of the preferred stock and the othetypareferred stock will share ratably in any distition of assets |
proportion to the full respective preferential ambto which they are entitled. Unless otherwisecjes in a
prospectus supplement for a series of preferrazk stdter payment of the full amount of the liquidg distribution
to which they are entitled, the holders of shafgzreferred stock will not be entitled to any fuettparticipation in
any distribution of our assets. Neither a constilisieor merger of us with another corporation nsake of securitie
shall be considered a liquidation, dissolution @rding up of us.

Voting Rights

The holders of each series of preferred stock weigsaie will have no voting rights, except as reggliby law
and as described below or in the applicable prdaspesupplement. Our Board of Directors may, upsndsce of a
series of preferred stock, grant voting rightsi® holders of that series, including rights to esefditional board
members if we fail to pay dividends in a timelyHam.

Arizona law provides for certain voting rights toolders of a class of stock, even if the stock du#dhave
other voting rights. Thus, the holders of all ssas€a class would be entitled to vote on any amend to our
articles of incorporation that would:

« increase or decrease the aggregate number of agtti@hares of the clas
- effect an exchange or reclassification of all ait pthe shares of the class into shares of anaihss;

- effect an exchange or reclassification, or creageright of exchange of all or part of the sharfesmwther
class into shares of the cla

» change the designations, rights, obligations, peafees, or limitations of all or part of the shavéshe class
» change the shares of all or part of the classarddferent number of shares of the same cl

 create a new class of shares having rights or renreées with respect to distributions or to dissoluthat are
prior, superior or substantially equal to the sharethe class

« increase rights, preferences or number of authdshares of any class that, after giving effe¢héo
amendment, have rights or preferences with regpatistributions or to dissolution that are prisuperior or
substantially equal to the shares of the cl

« limit or deny an existing preemptive right of aflart of the class; ar

« cancel or otherwise affect rights to distributiamglividends that have accumulated but have nobgenh
declared on all or part of the shares of the ¢

If the proposed amendment would affect a serighetlass, but not the entire class, in one or mbthe ways
described in the bullets above, then the shartseddffected series will have the right to votetlom amendment as a
separate voting group. However, if a proposed ammemd that would entitle two or more series of ttass to vote
as separate voting groups would affect those serig® same or a substantially similar way, tharek of all the
series so affected must vote together as a simgiegrgroup on the proposed amendment.

Unless the articles of incorporation, Arizona lamtlee Board of Directors would require a greateewvar unles
the articles or Arizona law would require a diffierguorum, if an amendment to the articles woulovathe
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preferred stock or one or more series of the predestock to vote as voting groups, the vote regliry each voting
group would be:

« a majority of the votes entitled to be cast byubteng group, if the amendment would create dissent
rights for that voting group; ar

« in any other case, if a quorum is present in pemsdyy proxy consisting of a majority of the votatitled to
be cast on the matter by the voting group, thesvosst by the voting group in favor of the amendmeunst
exceed the votes cast against the amendment lwpting group.

Arizona law may also require that the preferredlstoe entitled to vote on certain other extraordina
transactions.

Miscellaneous

The holders of our preferred stock will have nogonptive rights. All shares of preferred stock beiffgred by
the applicable prospectus supplement will be fplijd and not liable to further calls or assessrbgnis. If we
should redeem or otherwise reacquire shares gbredierred stock, then these shares will resumsttitas of
authorized and unissued shares of preferred stog&signated as to series, and will be availablsdibsequent
issuance. There are no restrictions on repurchasslemption of the preferred stock while theranyg arrearage on
sinking fund installments except as may be sehforan applicable prospectus supplement. Paynfatividends
on any series of preferred stock may be restrioieldan agreements, indentures and other transaotiotered into
by us. Any material contractual restrictions onidind payments that exist at the time of the affeany preferred
stock will be described or incorporated by refeeeimcthe applicable prospectus supplement.

When we offer to sell a series of preferred stoagkwill describe the specific terms of the seriethie
applicable prospectus supplement. If any particiglans of a series of preferred stock describedpnospectus
supplement differ from any of the terms describrethis prospectus, then the terms described iappécable
prospectus supplement will be deemed to supersedertms described in this prospectus.

No Other Rights

The shares of a series of preferred stock willnaate any preferences, voting powers or relativejgigating,
optional or other special rights except as sehfaliove or in the applicable prospectus supplencentarticles of
incorporation or the applicable statement of prefééistock designations or as otherwise requireldy

Transfer Agent and Registrar

The transfer agent and registrar for each serigseférred stock will be designated in the appliegdvospectus
supplement.

DESCRIPTION OF PINNACLE WEST COMMON STOCK

Pinnacle West may issue, from time to time, shaféts common stock, the general terms and pronssif
which are summarized below. When we use the temes’“us,” “our,” and like terms in this descriptipwe are
referring to Pinnacle West. This summary does nop@rt to be complete and is subject to, and idifigahin its
entirety by express reference to, the provisionsuofarticles of incorporation, our bylaws and épplicable
prospectus supplement.

Authorized Shares

Under our articles of incorporation, we have thehatrity to issue 150,000,000 shares of common stock

Dividends

Subject to any preferential rights of any seriepreferred stock, holders of shares of common stéltlbe
entitled to receive dividends on the stock outssats legally available for distribution when, ad & authorized
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and declared by our Board of Directors. The paynoédividends on the common stock will be a bussnéscision
to be made by our Board of Directors from timeitoet based upon results of our operations and oanéiial
condition and any other factors as our Board oé€lors considers relevant. Payment of dividendhhercommon
stock may be restricted by loan agreements, indesitand other transactions entered into by us fio to time.
Any material contractual restrictions on dividerayments that exist at the time of the offer of aaynmon stock
will be described in the applicable prospectus fmpnt. In addition, our principal income consistslividends
paid to us by our subsidiaries, primarily APS. ARSBility to pay dividends could be limited or réstied from time
to time by loan agreements, indentures and othas#ctions or by law or regulatory authorities.

Voting Rights

Holders of common stock are entitled to one votespare on all matters voted on generally by the
shareholders, including the election of directars], except as otherwise required by law or exastrovided with
respect to any series of preferred stock, the hgldiethe shares possess all voting power. Arizawaprovides for
cumulative voting for the election of directors. &sesult, any shareholder may cumulate his ovbgs by casting
them all for any one director nominee or by disttibg them among two or more nominees.

Liguidation Rights

Subject to any preferential rights of any seriepreferred stock, holders of shares of common sdoelentitled
to share ratably in our assets legally availabtedfstribution to our shareholders in the evenbwf liquidation,
dissolution or winding up.

Absence of Other Rights

Holders of our common stock have no preferenti@emptive, conversion or exchange rights.

Miscellaneous

All shares of common stock being offered by theliapple prospectus supplement will be fully paid arot
liable to further calls or assessment by us.

Transfer Agent and Registrar

The Bank of New York Mellon is the principal traasfigent and registrar for the common stock.

Preferred Stock

Our Board of Directors has the authority, withoay &urther action by our shareholders, to issueftaone to
time up to 10,000,000 shares of preferred stocknamor more series and to fix the designatiorefepences, rights,
qualifications, limitations and restrictions thefidncluding voting rights, dividend rights, dividd rates, conversion
rights, terms of redemption, redemption pricesjitigtion preferences and the number of sharesitatirsy any
series. The issuance of preferred stock with vatigigts could have an adverse effect on the vatinger of holder:
of common stock by increasing the number of outiitepshares having voting rights. In addition, uf ®oard of
Directors authorizes preferred stock with conversights, the number of shares of common stocktanting coul
potentially be increased up to the authorized araditre issuance of preferred stock could decrdasarmount of
earnings and assets available for distributionalddrs of common stock. Any such issuance couldl ladsre the
effect of delaying, deterring or preventing a chaimgcontrol of us and may adversely affect thatdgf holders of
our common stock. See also “Description of Pinn&¢ést Preferred Stock” above.

Certain Anti-takeover Effects

General. Certain provisions of our articles of incorpooati bylaws, and the Arizona Revised Statutes (“ARS”
may have an anti-takeover effect and may delay@rgnt a tender offer or other acquisition trarisacthat a
shareholder might consider to be in his or her imgstest, including a transaction that resulta premium over the
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market price of the common stock. The summary efgtovisions of our articles, bylaws and the ARS@eth
below does not purport to be complete and is gedlih its entirety by reference to our articleglalvs and the
ARS.

Business CombinationsARS § 10-2741 through 2743 and Article Xl of diylaws restrict a wide range of
transactions (collectively, “business combinatigriz#tween us or, in certain cases, one of our disvgs, and an
interested shareholder (or any affiliate or asseméthe interested shareholder). An “interestetsholder” is,
generally, any person who beneficially owns, diseot indirectly, 10% or more of our outstandinging power or
any of our affiliates or associates who at any timithin the prior three years was such a benefmaher. The
statute broadly defines “business combinationsh¢tude, among other things and with certain exoepst

« mergers and consolidations with an interested blotdter or an affiliate or associate of the intezdst
shareholder

« share exchanges with an interested shareholder affibate or associate of the interested shamdmg

» any sale, lease, exchange, mortgage, pledge, eéramsbther disposition of assets to an intereskedeholder
or an affiliate or associate of the interested shalder, representing 10% or more of (i) the agagegnarket
value of all of our consolidated assets as of titead the most recent fiscal quarter, (i) the aggte market
value of all our outstanding shares, or (iii) oansolidated revenues or net income for the fourtmexent
fiscal quarters

« the issuance or transfer of shares of stock haaimgggregate market value of 5% or more of theeagge
market value of all of our outstanding shares tingerested shareholder or an affiliate or asseaéthe
interested shareholde

« the adoption of a plan or proposal for our liquidator dissolution or reincorporation in anothextstor
jurisdiction pursuant to an agreement or arrangénvéh an interested shareholder or an affiliat@gsociat
of the interested sharehold

 corporate actions, such as stock splits and stiitteshds, and other transactions resulting in @neiase in
the proportionate share of the outstanding shdraeyoseries or class of stock of us or any ofsubsidiarie!
owned by an interested shareholder or an affibatg@ssociate of the interested shareholder;

* the receipt by an interested shareholder or aliadfior associate of the interested sharehold#reobenefit
(other than proportionately as a shareholder) gflaans, advances, guarantees, pledges or otlzerciin
assistance or any tax credits or other tax advastpgpvided by or through us or any of our subsieka

The ARS and our bylaws provide that, subject téaterexceptions, we may not engage in a business
combination with an interested shareholder (oraffiliate or associate of the interested sharehdloleauthorize
one of our subsidiaries to do so, for a periochoéé years after the date on which the interestatelolder first
acquired the shares that qualify such person ast@mested shareholder (the “share acquisition"flataless either
the business combination or the interested shatehslacquisition of shares on the share acquisiite is
approved by a committee of our Board of Directamnfprised solely of disinterested directors or pthisinterested
persons) prior to the interested shareholder’'seshequisition date.

In addition, after such three-year period, the ARS8 our bylaws prohibit us from engaging in anyitess
combination with an interested shareholder (or &filiate or associate of the interested sharehdldebject to
certain exceptions, unless:

« the business combination or acquisition of shayethé interested shareholder on the share acaquisitte
was approved by our Board of Directors prior toghare acquisition dat

« the business combination is approved by holdeesrgjority of our outstanding shares (excludingsfia
beneficially owned by the interested shareholdeanyr affiliate or associate of the interested shalder) at ¢
meeting called after such th-year period; o

« the business combination satisfies specified @it other requirement

Anti-Greenmail Provisions.ARS § 10-2704 and Article XllI of our bylaws ptiblt us from purchasing any
shares of our voting stock from any beneficial omfue group of beneficial owners acting togethea¢qguire, own
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or vote our shares) of more than 5% of the votiogygr of our outstanding shares at a price per sharcess of tt
average closing sale price during the 30 trading geeceding the purchase or if the person or psrkave
commenced a tender offer or announced an intetgiseek control of us, during the 30 trading daysrgo the
commencement of the tender offer or the makindgefannouncement, if the 5% beneficial owner hagfically
owned the shares to be purchased for a periodstian three years, unless:

« holders of a majority of our voting power (excluglishares held by the 5% beneficial owner or itdiatis ol
associates or by any of our officers and directapgrove the purchase;

« we make the repurchase offer available to all hrsldéthe class or series of securities to be msett and to
all holders of other securities convertible intatthlass or serie

Control Share Acquisition StatuteThrough a provision in our bylaws, we have opiatiof ARS
§ 10-2721 through 2727, the Arizona statutory pimris regulating control share acquisitions. Asslt, potential
acquirors are not subject to the limitations imgblg that statute.

Special Meetings of Shareholder®ursuant to ARS 8 10-702, except with respecettain business
combinations, as required by Arizona law, a speuiegting of shareholders may be called by a cotipora Board
of Directors or any other person authorized to@andts articles of incorporation or bylaws. Owyldws provide
that, except as required by law, special meetifighareholders may only be called by a majoritpuf Board of
Directors, the Chairman of the Board, or the Pesid

Election and Removal of DirectorsEach member of our Board of Directors is eleetedually to hold office
until the next annual meeting of the shareholdersntil his or her earlier death, resignation anoeal or until his
or her successor is duly elected and qualifiedza@xra law provides for cumulative voting in the élewe of directors
which makes it easier for minority shareholdershitain representation on the Board of Directors.

Our bylaws provide that any director may be remowéH or without cause, but only at a special megtf
shareholders called for that purpose, if the voses in favor of such removal exceed the votesagainst such
removal. However, if less than the entire Boar®wéctors is to be removed, no one director mayelpeoved if the
votes cast against the director’'s removal woulduffécient to elect the director if then cumulativeoted at an
election of directors.

On January 21, 2009, our Board of Directors appt@aeamendment to our bylaws to require directors t
tender their resignation to the Corporate Govere@@ammittee for consideration in the event, in acamtested
election, the director receives a greater numbeotds cast “withheld” for his or her election tHéor” such
election. The Corporate Governance Committee walgate the director’s tendered resignation, takitg account
the best interests of Pinnacle West and its shidefswand will recommend to our Board of Directatsether to
accept or reject the resignation. In making itonamendation, the Corporate Governance Committeecoagider,
among other things, the effect of the exerciseuofiwlative voting in the election. Our Board of iters will act
within 120 days following certification of the sledwolder vote and publicly disclose its decision sredunderlying
rationale. Any director who tenders his or hergeation pursuant to this bylaw provision will natrficipate in any
committee or Board of Director consideration of tiiher resignation. Prior to the amendment, thigiirement was
included in our Corporate Governance Guidelines.

Shareholder Proposals and Director Nomination&.shareholder can submit shareholder proposals an
nominate candidates for election to our Board o&Eltors if he or she follows the advance noticevisions set fort
in our bylaws.

With respect to shareholder proposals to bringriessi before the annual meeting, shareholders ministitsa
written notice to the Secretary of Pinnacle Westfeawer than 90 nor more than 120 days prior tdfitisé
anniversary of the date of our previous year’'s ahmeeting of shareholders. However, if we havengbd the date
of the annual meeting by more than 30 days frondtte of the previous year's annual meeting, th#esmrnotice
must be submitted no earlier than 120 days bef@atnual meeting and not later than 90 days béferannual
meeting or ten days after the day we make pubédtte of the annual meeting. The written noticstrbuefly
describe the business the shareholder desiregntp before the meeting, the text of the proposdluminess, the
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reasons for conducting such business at the meetimthany material interest in the proposal ofst@eholder and
the beneficial owner, if any, on whose behalf theppsal is made.

With respect to director nominations, shareholdeust submit written notice to the Secretary of Rala West
at least 180 days prior to the date of the annwagting. This requirement is also contained in oticlas of
incorporation. Our bylaws require that the writtestice must contain all information relating to tlieector nomine
that is required to be included in a proxy statenpemsuant to Regulation 14A under the SecuritieshBnge Act of
1934, as well as the written consent of the propogeninee to be named in the proxy statement asrénee and t
serving as a director if elected.

All written notices delivered pursuant to the ads@notice provisions of our bylaws are requiredtade (i) the
name and address as they appear on our books sfp¢insoring shareholder and the beneficial owhanyi, on
whose behalf the proposal or nomination is madeth@ class and number of shares that are owneefiselly and
of record by the shareholder and such beneficiaem(iii) a representation that the shareholderhelder of recor
entitled to vote at the meeting and intends to appeperson or by proxy at the meeting to promssh business or
nomination, and (iv) whether the shareholder orefieral owner intends or is part of a group thaeids to deliver
proxy statement to holders of at least the numbehares required to adopt the proposal or elechtiminee or
otherwise solicit proxies in favor of the proposahomination.

Shareholder proposals and director nominationsatetate or that do not include all required infation may
be rejected. This could prevent shareholders frangmg certain matters before an annual meetimgjuding
proposing the election of non-incumbent directors.

A shareholder must also comply with all applicalbles in proposing business to be conducted and in
nominating directors. The notice provisions of biygaws do not affect rights of shareholders to esfiinclusion of
proposals in our proxy statement pursuant to R&&e8 of the Securities Exchange Act of 1934.

Additional Authorized Shares of Capital Stockhe authorized but unissued shares of commork stod
preferred stock available for issuance under digles of incorporation could be issued at suckeiunder such
circumstances, and with such terms and conditisrte anpede an acquisition transaction.

Amendment to Articles of Incorporation and BylawsRS § 10-1001 through 1003 generally provide Haih
the Board of Directors and the shareholders mystosme amendments to an Arizona corporation’s asicif
incorporation, except that the Board of Directoesyradopt specified ministerial amendments withbatrsholder
approval. Unless the articles of incorporation,zana law or the Board of Directors would requirgreater vote or
unless the articles of incorporation or Arizona laauld require a different quorum, the vote requiiby each votin
group allowed or required to vote on the amendmentid be:

« a majority of the votes entitled to be cast byubteng group, if the amendment would create dissmsnt
rights for that voting group; ar

« in any other case, if a quorum is present in peosdy proxy consisting of a majority of the votattitled to
be cast on the matter by the voting group, thesvotest by the voting group in favor of the amendmaunst
exceed the votes cast against the amendment lwpting group.

ARS § 10-1020 provides that the Board of Directaesy amend the corporation’s bylaws unless eitliethé
articles or applicable law reserves this powersigkly to shareholders in whole or in part ortti¢ shareholders
in amending or repealing a particular bylaw prowaderessly that the Board may not amend or repegltylaw. A
Arizona corporation’s shareholders may amend timparation’s bylaws even though they may also berated by
the Board of Directors. Our bylaws may not be aneenat repealed without the vote of a majority & Board of
Directors or the affirmative vote of a majority\adtes cast on the matter at a meeting of sharetslde
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DESCRIPTION OF APS UNSECURED DEBT SECURITIES

General

The following description highlights the generaits of the unsecured debt securities that APS rffay. ¢n
this description, we will refer to the unsecuretitdgecurities as “debt securities.” When we usddhmas “we,”
“us,” “our,” and like terms in this description, vege referring to APS. When we offer debt secugiinethe future,
the prospectus supplement will explain the partictérms of those securities and the extent to lwaity of these
general provisions will not apply.

We can issue an unlimited amount of debt securnitieter the indenture listed below. We can issu¢ deb
securities from time to time and in one or moréeseas determined by us. In addition, we can isiel securities
any series with terms different from the terms @lbtdsecurities of any other series and the ternpaudicular debt
securities within any series may differ from eateo, all without the consent of the holders ofyvasly issued
series of debt securities. If specified in a praspe supplement relating to an offering of debusiges, from time t
time, without notice to, or the consent of, thesérg holders of any series of debt securities thestanding, we
may create and issue additional debt securitiealequank and having the same maturity, paymeantse
redemption features, and other terms as the debtises of such series, except for the issue ditke additional
debt securities, the public offering price of tligliéional debt securities, the payment of inteeestruing prior to the
issue date of the additional debt securities andéusome circumstances) the first payment ofésteiollowing the
issue date of the additional debt securities. Tduit@nal debt securities may be consolidated anohfa single
series with previously issued debt securities efdfiected series.

The debt securities will be our direct, unsecurelijations. The debt securities may be issued em@mmore
series under an Indenture, dated as of Januard9PB, as amended from time to time, between Thé& Bahlew
York Mellon Trust Company, N.A., successor to JP§¢or Chase Bank, N.A., and us.

We have summarized the material provisions of tigdehture below. We have filed the Indenture asxhibé
to the registration statement. You should readridenture in its entirety, including the definit®riogether with th
prospectus and the prospectus supplement beformg&a any investment decision in our debt secaritie

You should refer to the prospectus supplement irsednnection with the offering of any debt sedestfor
information about a series of debt securities udilg:

« title of the debt securitie:

* the aggregate principal amount of the debt seesrir the series of which they are a

« the date on which the debt securities mat

* the interest rate

< when the interest on the debt securities accrugssgmayable

« the record dates for the payment of inter

» places where principal, premium, or interest wdlgayable

* periods within which, prices at which, and termsmugvhich we can redeem debt securities at our og

 any obligation on our part to redeem or purchase siecurities pursuant to a sinking fund or atdpton of
the holder:

« denominations and multiples at which debt securitiél be issued if other than $1,0(

 any index or formula from which the amount of pipat or any premium or interest may be determit
« any allowance for alternative currencies and ddteation of value

« whether the debt securities are defeasible unaetetims of the Indentur

« whether we are issuing the debt securities as btauarities;
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« any additional or different events of default ang¢t ahange in the right of the trustee or the haderdeclare
the principal amount due and payable if there isdefault;

 any addition to or change in the covenants in tidemture; an
 any other terms

We may sell the debt securities at a substantiaiodint below their principal amount. The prospectus
supplement may describe special federal incomedasiderations that apply to debt securities sbihaoriginal
issue discount or to debt securities that are démaded in a currency other than United States ohlla

We must obtain the approval of the Arizona Corgora€ommission (“ACC”), before incurring longrm debt
An existing ACC order allows us to have approxirha$et.2 billion in principal amount of long-term lote
outstanding at any one time, subject to the satisia of certain conditions, including the satigfac of a minimum
common equity test and a debt service coverageWsstlo not expect this order to limit our abilitymeet our
capital requirements.

Unless the applicable prospectus supplement spedtherwise, we do not intend to list the debtisges on
any securities exchange.

Other than the protections described in this prosgeand in the related prospectus supplementeholaf debt
securities would not be protected by the coveniantse Indenture from a highly-leveraged transawctio

Form, Exchange, and Transfer

Each series of debt securities will be issuablg anfully registered form and without coupons dadition,
unless otherwise specified in a prospectus supplertte debt securities will be issued in denonidmet of $1,000
and multiples of $1,000. We, the trustee, and drpuoagents may treat the registered holder adta decurity as
the absolute owner for the purpose of making paysy@iving notices, and for all other purposes.

The holders of debt securities may exchange therarfp other debt securities of the same seriesythorized
denominations and equal principal amount. Howethés, type of exchange will be subject to the teohthe
Indenture and any limitations that apply to globaturities.

A holder may transfer debt securities by preserttiegendorsed security at the office of a secuetystrar or
transfer agent we designate. The holder will notherged for any exchange or registration of trem$fut we may
require payment to cover any tax or other goverrtal@marge in connection with the transaction. \Vieeh
appointed the trustee under the Indenture as $gcagistrar. A prospectus supplement will name magsfer agent
we designate for any debt securities if differeanf the security registrar. We may designate aultili transfer
agents or rescind the designation of any trangfentor approve a change in the office through whigy transfer
agent acts at any time, except that we will mamégairansfer agent in each place of payment for sksturities.

If the debt securities of any series andfpecified tenor are to be redeemed, we will nateogiired to do any «
the following:

* issue, register the transfer of, or exchange aby skcurities of that series and/or tenor begindiglays
before the day of mailing of a notice of redemptidrmny such debt security that may be selected for
redemption and ending at the close of businesh@®day of the mailing; ¢

« register the transfer of or exchange any debt gg@elected for redemption, except for the unredss
portion of a debt security that is being redeennegkirt.
Payment and Paying Agents

Unless otherwise indicated in the applicable progsmesupplement, we will pay interest on a debtisgcon
any interest payment date to the person in whoserhe debt security is registered on the regeleond date for
such interest payment date.
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Unless otherwise indicated in the applicable progsmesupplement, the principal, premium, and irsteoa the
debt securities of a particular series will be fdgat the office of the paying agents that we hesignate.
However, we may pay any interest by check maileiti¢caddress, as it appears in the security regadtéhe person
entitled to that interest. Also, unless otherwisgidated in the applicable prospectus supplemeatcorporate trust
office of the trustee in The City of New York wilk our sole paying agent for payments with resymedebt
securities of each series. Any other paying adattwe initially designate for the debt securitiés particular
series will be named in the applicable prospeatpplement. We may at any time designate additipaging agent
or rescind the designation of any paying agenpprae a change in the office through which anyimmagent act
except that we will maintain a paying agent in eplette of payment for the debt securities of aipaldr series.

All money that we pay to a paying agent for themapt of the principal, premium, or interest on aet
security that remains unclaimed at the end of teary after the principal, premium, or interesti@some due and
payable will be repaid to us, and the holder ofdbbt security may look only to us for payment.

Consolidation, Merger, and Sale of Assets
Unless otherwise indicated in the applicable progmesupplement, we may not:

« consolidate with or merge into any other ent
« convey, transfer, or lease our properties and aissiistantially as an entirety to any entity

* permit any entity to consolidate with or merge in®or convey, transfer, or lease its propertiesassets
substantially as an entirety to |

unless the following conditions are met:

« the successor entity is a corporation, partnershimcorporated organization or trust organized \aaditily
existing under the laws of any domestic jurisdictesd assumes our obligations on the debt secuatid
under the Indenture

» immediately after giving effect to the transaction,event of default, and no event which, aftefasobr
lapse of time or both, would become an event chdléfshall have occurred and be continuing;

« other conditions are me

Upon any such merger, consolidation, or transfdease of properties, the successor person walbstituted
for us under the Indenture, and, thereafter, excethie case of a lease, we will be relieved obhligations and
covenants under the Indenture and the debt sexuriti
Events of Default

Each of the following will be an event of defaufider the Indenture with respect to debt securiffemny serie:

* our failure to pay principal of or any premium aryalebt security of that series when d

« our failure to pay any interest on any debt sei@sriof that series when due, and the continuanteabf
failure for 30 days

« our failure to deposit any sinking fund paymentewttue, in respect of any debt securities of thaes;

« our failure to perform any of our other covenantshie Indenture relating to that series and theicoance o
that failure for 90 days after written notice haeb given by the trustee or the holders of at 3% in
principal amount of the outstanding debt securitiethat series

« bankruptcy, insolvency, or reorganization event®Iiving us; anc

 any other event of default for that series desdribethe applicable prospectus supplem
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If an event of default occurs and is continuindpestthan an event of default relating to bankrupittgolvency,
or reorganization, either the trustee or the haldérat least 25% in aggregate principal amouthefoutstanding
debt securities of the affected series may dette@rincipal amount of the debt securities of Swtes to be due
and payable immediately. In the case of any dehirgtg that is an original issue discount secutiityg trustee or the
holders of at least 25% in aggregate principal amhofithe outstanding debt securities of that semay declare the
portion of the principal amount of the debt segusppecified in the terms of such debt securitygarbmediately du
and payable upon an event of default.

If an event of default involving bankruptcy, insehcy, or reorganization occurs, the principal amadill the
debt securities of the affected series will autooadly, and without any action by the trustee oy &nlder, become
immediately due and payable. After any acceleratiom before a judgment or decree based on actielerthe
holders of a majority in aggregate principal amaafrthe outstanding debt securities of that seriag rescind and
annul the acceleration if all events of defaulbyestthan the nopayment of accelerated principal, have been cur
waived as provided in the Indenture.

The trustee will be under no obligation to exereisg of its rights or powers under the Indenturthatrequest
or direction of any of the holders, unless the badchave offered the trustee reasonable indenirtiy holders of a
majority in principal amount of the outstanding tsécurities of any series will have the right ieect the time,
method, and place of conducting any proceedingufigrremedy available to the trustee, or exerciamgtrust or
power conferred on the trustee, with respect taléi® securities of that series, provided that:

 such direction shall not be in conflict with lawtbe Indenture
« the trustee may take any other action not incomsistith such direction; ar

« subject to the provisions of the Indenture, thetera may decline to follow such direction if it @ehines in
good faith that the proceedings so directed wowdlve the trustee in personal liabili

No holder of a debt security of any series will @any right to institute any proceeding under tidehture, or
for the appointment of a receiver or a trustedppany other remedy under the Indenture, unless:

« the holder has previously given the trustee writtetice of a continuing event of default with resip® the
debt securities of that serie

« the holders of at least 25% in aggregate prin@pabunt of the outstanding debt securities of taees have
made written request, and the holder or holdere lodfered reasonable indemnity, to the trusteedttite
the proceeding as trustee; ¢

« the trustee has failed to institute the proceeding, has not received from the holders of a mgjanit
aggregate principal amount of the outstanding debtirities of that series a direction inconsistétt the
request within 60 days after the notice, request,afer of indemnity

The limitations provided above do not apply to & sstituted by a holder of a debt security foe #nforcement of
payment of the principal, premium, or interest loa tlebt security on or after the applicable due.dat

We are required to furnish to the trustee annualtertificate of various officers stating whethenot we are i
default in the performance or observance of arth®terms, provisions, and conditions of the Indemtind, if so,
specifying all known defaults.

Modification and Waiver

In limited cases, we and the trustee may make noatiins and amendments to the Indenture withat th
consent of the holders of any series of debt séesyrincluding to cure any ambiguity, to correcsapplement any
provision in the Indenture that is defective oransistent with any other provision, or to make oftr®visions with
respect to matters or questions arising underrttieriture, but such action shall not adversely affexinterests of
the holders of the debt securities of any serieminmaterial respect. We and the trustee maynatde@
modifications and amendments to the Indenture thithconsent of the holders of not less thaA/&8% in aggregai
principal amount of the outstanding debt securitiesach series affected by the modification or radneent.
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However, without the consent of the holder of eagtstanding debt security affected, no modificaton
amendment may:

» change the stated maturity of principal of or ia#ron any debt securit

« reduce the principal amount of any debt securittherrate of interest thereon or any premium payahl
redemption thereo

« reduce the amount of principal of an original isdisgount security or any other debt security péyapon
acceleration of the maturity of the secur

« change the place or currency of payment of prin@fiaor any premium or interest on, any debt siégu
 impair the right to institute suit for the enforocent of any payment on or with respect to any debusty; or

« reduce the percentage in principal amount of onthtey debt securities of any series, the consenthoise
holders is required for modification or amendmefthe Indenture or is necessary for waiver of caare
with certain provisions of the Indenture or of e@ntdefaults, or modify the provisions of the Inter
relating to modification and waive

In general, compliance with certain restrictiveypsmns of the Indenture may be waived by the halad not
less than 68/ 3% in aggregate principal amount of the outstandielgt securities of any series. The holders of a
majority in aggregate principal amount of the cartsling debt securities of any series may waivepasy default
under the Indenture, except:

 adefault in the payment of principal, premiumijrderest; anc

« a default under covenants and provisions of therhde which cannot be amended without the corefent
the holder of each outstanding debt security offfected series

In determining whether the holders of the requigitacipal amount of the outstanding debt secwitiave
given or taken any direction, notice, consent, wgior other action under the Indenture as of atg:d

« the principal amount of an outstanding originaliessliscount security will be the amount of the gipal that
would be due and payable upon acceleration of tuimty on that date

« if the principal amount payable at the stated nitgtof a debt security is not determinable, theapipal
amount of the outstanding debt security will beaarount determined in the manner prescribed fod#imx
security; anc

« the principal amount of an outstanding debt segdétnominated in one or more foreign currencies vl
the U.S. dollar equivalent of the principal amoafithe debt security or, in the case of a debtsigcu
described in the previous bullet points above afm@unt described in those bullet poit

If debt securities have been fully defeased orafhave deposited money with the trustee to redesbn d
securities, they will not be considered outstanding

Except in limited circumstances, we will be enttte set any day as a record date for the purpbse o
determining the holders of outstanding debt seesriif any series entitled to give or take anydiiom, notice,
consent, waiver, or other action under the Indentur limited circumstances, the trustee will bétkd to set a
record date for action by holders. If a record datget for any action to be taken by holders pédicular series, th
action may be taken only by persons who are holofeositstanding debt securities of that serieshenrécord date.
To be effective, the action must be taken by haldétthe requisite principal amount of the debusiies within a
specified period following the record date. For gayticular record date, this period will be 18@<slar any other
shorter period that we may specify. The period tmaghortened or lengthened, but not beyond 180 days

Defeasance and Covenant Defeasance

We may elect to have the provisions of the Indentatating to defeasance and discharge of indebssdior
defeasance of restrictive covenants in the Indenfpplied to the debt securities of any serief) any specified
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part of a series. The prospectus supplement useshimection with the offering of any debt secusitiéll state
whether we have made these elections for thatsserie

Defeasance and DischargeWe will be discharged from all of our obligationgth respect to the debt securi
of a series if we deposit with the trustee monegriramount sufficient to pay the principal, premjamnd interest on
the debt securities of that series when due inrdec@e with the terms of the Indenture and the getrities. We
can also deposit securities that will provide teeassary monies. However, we will not be dischafged the
obligations to exchange or register the transfetatit securities, to replace stolen, lost, or ratdd debt securities,
to maintain paying agencies, and to hold moniep&yment in trust. The defeasance or dischargeaoeyr only if
we satisfy certain requirements, including thatdeéver to the trustee an opinion of counsel stptirat we have
received from, or there has been published byUthieed States Internal Revenue Service a rulinghere has been
a change in tax law, in either case to the efteat holders of such debt securities:

« will not recognize gain or loss for federal incotag purposes as a result of the deposit, defeasande
discharge; an

 will be subject to federal income tax on the samewnt, in the same manner, and at the same timesuld
have been the case if the deposit, defeasancelissithrge were not to occt

Defeasance of CovenantdVe may elect to omit compliance with restrictogenants in the Indenture and
additional covenants that may be described in pipdicable prospectus supplement for a series of sleturities.
This election will preclude some actions from betagsidered defaults under the Indenture for thicable series
In order to exercise this option, we will be reguito deposit, in trust for the benefit of the leoklof debt securitie
funds in an amount sufficient to pay the principamgmium and interest on the debt securities ofgicable
series. We may also deposit securities that will/jole the necessary monies. We will also be redumesatisfy
certain requirements, including that we delivettie trustee an opinion of counsel to the effedt himéders of the
debt securities will not recognize gain or lossféateral income tax purposes as a result of supbsieand
defeasance of certain obligations and will be stthifefederal income tax on the same amount, irséime manner
and at the same times as would have been thefdhgsedeposit and defeasance were not to occure éxercise thi
option with respect to any debt securities andditet securities are declared due and payable becétise
occurrence of any event of default, the amountiofi deposited in trust would be sufficient to payounts due on
the debt securities at the time of their respecttated maturities but may not be sufficient to amounts due on tl
debt securities on any acceleration resulting faonevent of default. In that case, we would renfialle for the
additional payments.

Governing Law

The law of the State of New York will govern thelémture and the debt securities.

Global Securities

Some or all of the debt securities of any serieg bearepresented, in whole or in part, by one orenghobal
securities, which will have an aggregate princgrabunt equal to that of the debt securities thpyesent. We will
register each global security in the name of a sigqny or nominee identified in a prospectus sumglet and
deposit the global security with the depositarpmeminee. Each global security will bear a legerghrding the
restrictions on exchanges and registration of feanreferred to below and other matters specified supplemental
indenture to the Indenture.

No global security may be exchanged for debt stesrniegistered, and no transfer of a global sgcaray be
registered, in the name of any person other thamépositary for the global security or any nomiokthe
depositary, unless:

* the depositary has notified us that it is unwilliorgunable to continue as depositary for the glskalrity or
has ceased to be a clearing agency registered tivelExchange Ac

« an event of default has occurred and is continuiitly respect to the debt securities representetidglobal
security; or
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 any other circumstances exist that may be describttk applicable supplemental indenture and EoEis
supplement

We will register all securities issued in exchafayea global security or any portion of a globatsety in the
names specified by the depositary.

As long as the depositary or its nominee is thésteged holder of a global security, the depositargominee
will be considered the sole owner and holder ofglobal security and the debt securities thatpt@sents. Except
the limited circumstances referred to above, ownéteneficial interests in a global security witit:

« be entitled to have the global security or debtig@es registered in their name

* receive or be entitled to receive physical delivefrgertificated debt securities in exchange fgiabal
security; anc

* be considered to be the owners or holders of thieadjlsecurity or any debt securities for any puepasder
the Indenture

We will make all payments of principal, premiumgdanterest on a global security to the depositariyso
nominee. The laws of some jurisdictions require puachasers of securities take physical delivéryeaurities in
definitive form. These laws make it difficult taatrsfer beneficial interests in a global security.

Ownership of beneficial interests in a global ségwrill be limited to institutions that have acaus with the
depositary or its nominee, referred to as Partitigaand to persons that may hold beneficial istsrthrough
Participants. In connection with the issuance gfglobal security, the depositary will credit, ds book-entry
registration and transfer system, the respectiveipal amounts of debt securities representedbygtobal securit
to the accounts of its Participants. Ownershipesfdficial interests in a global security will ofdg shown on
records maintained by the depositary or the Pp#diti Likewise, the transfer of ownership interegitsbe effected
only through the same records. Payments, trangrebanges, and other matters relating to benkifiderests in a
global security may be subject to various polieérad procedures adopted by the depositary from tintiene.
Neither we, the trustee, nor any of our agents lwlle responsibility or liability for any aspecttbé depositar's or
any Participant’s records relating to, or for paptsenade on account of, beneficial interests itohal security, or
for maintaining, supervising, or reviewing any retrelating to the beneficial interests.

Regarding the Trustee

The Bank of New York Mellon Trust Company, N.A.csassor to JPMorgan Chase Bank, N.A., is the &uste
under the Indenture relating to the senior debtisées. The Bank of New York Mellon Trust CompaMA. or its
affiliate, The Bank of New York Mellon, is also stiee under certain indentures relating to theaadeleaseback
transactions that we entered into in 1986 witheeso a portion of our interest in Unit 2 of thalé®Verde Nuclear
Generating Station and certain related commoniti@siland under various other indentures coverauysties
issued by us, our affiliates or on our or theirdéhnd also acts as auction agent for certaihatf debt. We and our
affiliates maintain normal commercial and bankiatationships with The Bank of New York Mellon
Trust Company, N.A. and its affiliates, includingerBank of New York Mellon serving as transfer agerd
registrar for Pinnacle West's common stock. Inftitare, The Bank of New York Mellon Trust CompaiyA. and
its affiliates may provide banking, investment alder services to us and our affiliates.

EXPERTS

The consolidated financial statements of PinnacésMZCapital Corporation and the related finanditiesnent
schedules, incorporated in this prospectus by eafar from Pinnacle West Capital Corporation’s AthiiReport on
Form 10-K, and the effectiveness of Pinnacle Wextital Corporation’s internal control over finarlai@porting
have been audited by Deloitte & Touche LLP, an peatelent registered public accounting firm, as dtateheir
report (which report expresses an unqualified gpirind includes an explanatory paragraph relatifigjrinacle
West Capital Corporation’s adoption of Statemerfiotncial Accounting Standards No. 158), which is
incorporated herein by reference. Such consolidiadcial statements and financial statement saleschave bee
so incorporated in reliance upon the report of diraln given upon their authority as experts in agting and
auditing.
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The financial statements of Arizona Public Senaenpany and the related financial statement scbedul
incorporated in this prospectus by reference fraizgha Public Service Company’s Annual Report on
Form 10-K, and the effectiveness of Arizona PuBkvice Company internal control over financial reporting h
been audited by Deloitte & Touche LLP, an indepatdegistered public accounting firm, as stateth&ir report
(which report expresses an unqualified opinioniactiides an explanatory paragraph relating to Aré&zBublic
Service Company’s adoption of Statement of Findgtaounting Standards No. 158), which is incorpedsherein
by reference. Such financial statements and firustatement schedule have been so incorporatetiamce upon
the report of such firm given upon their authogsy/experts in accounting and auditing.

LEGAL OPINIONS

Snell & Wilmer L.L.P., One Arizona Center, Phoenijzona 85004, will opine on the validity of th&ered
securities. We currently anticipate that Pillsbwinthrop Shaw Pittman LLP, 1540 Broadway, New York,
New York 10036, will pass on certain legal matteith respect to the offered securities for any umaliéers.
Snell & Wilmer L.L.P. may rely as to all mattersidéw York law upon the opinion of Pillsbury Wintlr&haw
Pittman LLP and may rely as to all matters underRiablic Utility Holding Company Act of 2005, as ended, and
the Federal Power Act, as amended, upon the opafitdorgan, Lewis & Bockius LLP, 1111 Pennsylvania
Avenue, NW, Washington, DC 20004. Pillsbury Wingmi®haw Pittman LLP may rely as to all matters akéma
law upon the opinion of Snell & Wilmer L.L.P. ancagnrely as to all matters of New Mexico law upoa tpinion
of Keleher & McLeod, P.A., 201 Third St. NW, Albuergue, New Mexico 87102.
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