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RE: APS COMPLIANCE WITH DECISION no. 70667 _ APS/PINNACLE WEST COMMUNICATIONS WITH
CREDIT RATING AGENCIES
Docket No. E-01345A-08-0172

Attached please find copies of Arizona Public Service Company (Aps) and Pinnacle West's available past
communications with credit rating agencies as instructed per Decision No. 70667 (December 24'", 2008):

"Arizona Public Service Company shall file all currently existing communications within 10 days of the
effective date of this Decision and shall file future communication on a monthly basis. The first such
monthly report shall be due on February 1, 2009, and the monthly filing shall continue until the conclusion
of Arizona Public Service Company's general rate case. Thereafter, Arizona Public Service Company
shall make such filings on a six month basis, with the first filing due by January 1, 2010."

This monthly filing covers the communications with rating agencies from May 23, 2009 through June 24, 2009.
you have any questions or concerns please contact David Rumolo at (602)-250-3933.

If

Sincerely,

Leland R. Snook

Ls/dst

Attachments

CC: Ernest Johnson (unredacted)
Brain Bozzo (unredacted)
Barbara Keene (unredacted)
Terri Ford (unredacted)
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5/26/2009 Laura Schumacher,
Mood

Jim McGill Message from Moody's regarding
shelf castration

6/2/2009 Tony Bettinelli, S&P Jim McGill

111

Left message regarding Mgmt
meeting w/S8=P and ratings letter
from Ma ` bonds

6/2/2009 Tony Bettinelii, S&P Jim McGill Message from S&P regarding
Mgmt meeting

6/2/2009 Tony Bdtinelli, S&P Jim McGill Message from S&P requesting info
for annual review

6/4/2009 Laura Schumacher,
Moodys

Jim McGill
a

E-mail to Moody's regarding
rate s letter for Maricopa bonds

6/4/2009 Phil Smyth, Foch Jim McGill
I

E-mail to Fitch regarding ratings
letter for Marino bonds

6/4/2009 Tony Beltinelli, S&P Jim McGill E-mail to S&P regarding info for
annual review

6/5/2009 Laura Schumacher,
Mood

Jim McGill
•  o

E-mail from Moody's regarding
ratings letter for Mari a bonds

6/5/2009 Tony Bettaraem, S&P
I'

Jim McGill E-mail from S&P regarding info for
annual review

819/2009 Tony Bettinelli, S&P Jim McGill E-mai! to S&P regarding Mgmt
meeting

S/9/2009 Tony Bettinelli S&P Jim McGill E-mail from S&P regarding Mgmt
meeting

6/10/2009 Tony Bettinelli, S8»P Jim McGill E-mail to S&P regarding info for
annual review

Confidential Attachment

6/12/2009 Phil Smyth, Fitch Jim McGill E-mail to Hoch regarding ratings
letter for Marino bonds

6/12/2009 Tony Beitinelli, S&P Jim McGill E-mail from S&P regarding ratings
for Maricopa bonds

6/12/2009 Phil Smyth, Fitch Jim McGill E-mail to Fitch regarding ratings
letter for Maricopa bonds

6/12/2009 Tony Bettinelli, S&P Jim McGill E-mail from S&P regarding Mgmt
meeting

6i12/2009 Tony Bettinelli, S&P Jim McGill E-mail to S&P regarding Mgmt
meets

6/12/2009 Phil Smyth, Fitch Jim McGill
9 |letter for Ma

E-mail from Fitch regarding ratings
. a bonds

6/12/2009 Laura Schumacher,
Moodys

Jim McGill E-mail to Moody's regarding
ratings letter for Mariccpa bonds

8/12/2009 Laura Schumacher,
Moodys

Jim McGill
• •

E-mail from Moody's regarding
ratings letter for Marie bonds

6/12/2009 Mitchell Moss, Moodys Jim McGill
• I

E-mail from Moody's regarding
ratings letter for Mari a bonds

6/12/2009 Phil Smyth, Fitch Jim McGill E-mail from Fitch regarding ratings
letter for Mari a bonds

6/12/2009 Mitchell Moss, Moodys Jim MCGHI E-mail to Moody's regarding
ratings letter for Maricopa bonds

6/15/2009
ro I -

Laura Schumacher,
M

Investor Relations E-mail regardingGRC Settlement

6/15/2009 P̀hil Smyth, Fitch Investor Relations E-mail regarding GRC Settlement

Rating Agency Communication Log

Date Person APSIPNW Personnel Subject Comment
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6/15/2009 Tony Beninelli, S&P Investor Relatons E-mail regarding GRC Settlement

5/17/2009 Tony Bettinelli, S&P Jim McGill

| D

E-mail to S&P with requested info
regarding mark-to-market

titians

Confidential Attachment

6/17/2009 Laura Schumacher,
Mood

Investor Relations E-maii regarding hiring of new
PNW General Counsel

6/17/2009 Phil Smyth, Fitch Investor Relations E-mail regarding hiring of new
PNW General Counsel

6/17/2009 Tony Beninelli, S&P Investor Relations E-mail regardinghiring of new
PNW General Counsel

GI17/2009 Tony Bettinelli, S&P Jim McGill
|

E-mail to S&P with requested info
aiding liquid'

Confidential Attachment

6/18/2009 Tony Betiinelli, S&P Jim MaGill

. 4

E-mail from S&P with requested
info regarding enterprise risk
man event

6/19/2009 Tony B8ttirlelli, S&P Jim McGill E-mail from sap regarding revised
risk matrix

6/22/2009 Tony Bettinelli, S&P Chris Froggat.Jim Wilde,
and Jim McGill

Call w/S&P regarding enterprise
risk management

6/22/2009 Tony Bettinelli, S&P Karen Ddyniuk E-mail to S&P with documents
from Maricopa bond refunding

6/23/2009 Tony Bettinelli, S&P Karen Dolyniuk E-mail from S&P with ratings letter
for Maricopa bonds

GI23/2009 Laura Schumacher,
Moodys

Karen Dolyniuk E-mail to Moody's with documents
from Maricopa bond refunding

6/23/2009 Phil Smyth, Fitch Karen Dolyniuk
l  I

E-mail to Fitch with documents
from Mari a bond refunding

6/24/2009 Tony Bettinelli, S&P Jim McGill E-mail from S&P regarding metrics

l
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McGill, James Tlz'/1171)

From:
Sent:
To'
Subject:

McGill, James T(Z71171 )
Thursday, June 04, 20094:42 PM .
'Schumacher, Laura'
Ratings letter for Maricopa refunding

Laura,
Could we get a letter from you by next Friday(G/12) for the Maricopa bonds. We're mailingout the POS on Monday 6/15.
The documents are essentially the same as what l sent you for the Nav/Coco bonds we refunded last month. l'll send you
the Maricopa documents earlynext week.

Jim

1
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MaGill, James Tlz71171)

From:
Sent:
To:
Subject:

McGill, James T(Z71171)
Thursday, June 04, 20094:43 PM
'Philip.Smyth @fitchratings.com'
Ratings letter for Maricopa refunding .

Phil,
Could we get a letter from you by next Friday (6/12) for the Maricopa bonds. We're mailing out the POS on Monday 6/15.
The documents are essentially the same as what I sent you for the Nav/Coco bonds we refunded last month. l'lI send you
the Maricopa documents early next week.

Jim

1
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M¢Gill, James Tlz71171)

From:
Sent:
To:
Subject:

McGill, James T(Z71171 )
Thursday, June 04, 2009 4:56 PM
'BettineIIi, Antonio'
Request for info

.r

Tony,
Would you please send me an e-mail listing the information you asked me for yesterday on the phone. Just want to make
sure I get you everything you need.

Jim

1
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Message

That should be fine.

Thanks,
Laura

Jim,

McGill, James T(Z71171 )

Schumacher, Laura [Laura.Schumacher@moodys.com]
Sent: Friday, June 05, 2009 4:21 AM
To: McGill, James T(Z71171 )
Subject: RE: Ratings letter for Maricopa refunding

From:

-----Original Message----~
From: James.McgiII@pinnaclewest.oom [mailto:James.MOgill@pinnaclewest.com]
Sent' Thursday, June 04, 2009.7:42 PM
To: Schumacher, Laura
Subject: Ratings letter for Maricopa refunding

Laura,
Could we get a letter from you by next Friday (6/12) for the Maicopa bonds. We're mailing out the POS on Monday 6/15.
The documents are essentially the same as what I sent you for the NavlCoco bonds we refunded last month. l'll send you the
Maricopa documents early next week.

Jim

Email Firewall made the following annotations

- - -  NOTICE - -~
This message is for the designated recipient only and may contain confidential, pr ivileged or propr ietary
information. If you have received it in error, please notify the sender immediately and delete the or iginal and any
copy or pr intout. Unintended recipients are prohibited from malting any other use of this e-mail. Although we have
taken reasonable precautions to ensure no viruses are present in this e-mail, we accept no liability for any loss or
damage arising from the use of this e-mail or attachments, or for any delay or errors or omissions in the contents
which result &on e-mail  transmission.

Page 1 of 1

The in format ion  conta ined in  th is  e-mai l  message, and any  a t tachment there to ,  is  conf ident ia l  and may not  be
disc losed without our  express permiss ion. I f  you are not the ' In tended rec ip ient or  an employee or  agent responsib le
for  del iver ing th is  message to the Intended rec ip ient,  you are hereby not i f ied that you have received th is  message in
er ror  and tha t  any  rev iew, d isseminat ion ,  d is t r ibu t ion  or  copy ing o f  th is  message,  o r  any  a t tachment there to ,  in
whole  or  in  par t ,  is  s tr ic t ly  proh ib i ted.  I f  you have rece ived th is  message in  er ror ,  p lease immedia te ly  not i fy  us  by
te lephone, fax or  e-mai l  and delete the message and a l l  o f  i ts  a ttachments . Thank you. Every  effor t  is  made to keep
our  network  free from v iruses. You should,  however ,  rev iew th is  e-mai l  message, as  wel l  as  any attachment thereto,
fo r  v i r uses .  We take  no  respons ib i l i ty  and  have  no  l iab i l i ty  fo r  any  computer  v i r us  wh ich  may  be  t r ans fe r red  v ia
this e-mail message.

Page 6 of 74
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From:
Sent:
To:
Subject:

Jim,

Tony

Fromm James .Mcgi1l@pinnaclewest . com
[mailto :James . MCgi11@pinnac1ewest . com]
Sent: Thursday, June 04, 2009 4:56 PM
TG: Bettinel l i , Antonio
Subject: Request for info

Tony
Would you please send me an e-mail listing the information you asked me
for yesterday on the phone. Just want to make sure I get you everything
you need.

We'11 need your updated liquidity survey (you may have mentioned that your most recent was
March) , your most recent MTM positions by counterparty, updated metro statistics with past
due accounts and bad debts (the template you populated for me before) . Thanks .

Email Firewall made the following annotations

--- noTicE ---
This message is for the designated recipient only and may contain
confidential, privileged or proprietary information. If you have
received it in error, please notify the sender immediately and delete
the original and any copy or printout. Unintended recipients are
prohibited from making any other use of this e-mail. Although we have
taken reasonable precautions to ensure no viruses are present in this
e-mail, we accept no liability for any loss or damage arising from the
use of this e-mail or attachments, or for any delay or errors or
omissions in the contents which result from e-mail transmission.

McGill, James T(Z71171 )

Jim

The information contained in this message is intended only for the recipient, and may be a
confidential attorney-client communication or may otherwise be privileged and confidential
and protected from disclosure. If the reader of this message is not the intended
recipient, or an employee or agent responsible for delivering this message to the intended
recipient, please be aware that any dissemination or copying of this com~ ~unication is
strictly prohibited. If you have received this communication in error, please immediately
notify us by replying to the message and deleting it from your computer. The McGraw-Hill
Companies, Inc. reserves the right, subject to applicable local law, to monitor and review
the content of any electronic message or information sent to or from mcGraw-Hill employee
e-mail addresses without informing the sender or recipient of the message.

Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.com]
Friday, June 05, 2009 9:02 AM
McGill, James T(Z71171 )
RE: Request for info

1
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McGill, James T(Z71171)

From:
Sent:
To:
Subject:

McGill, James T(Z71171 )
Tuesday, June 09, 2009 10:35 AM
'Bettinelli, Antonio'
Mgmt. Meeting

Tony,
July is now not going to work. Wou\d you and your team be available 8/25 or 8/26?

Jim

I

1
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Tony,
July is now not going to work. Would you and your team be available 8/25 or 8/28?

From: James.MCgill@pinnadewest.com [mailto:James.MCgill@pinnadewest.oom]
Sent: Tuesday, June 09, 2009 10:35 AM
To: Bettinelli, Antonio
Subject: Mgmt. Meeting

No problem. l'il check.

Email Firewall made the fol lowing annotations

Jim

McGill, James T(Z'71171)

From: Bettinelii, Antonio {Antonio__Bettinelli@standardandpoors.com]

Sent: Tuesday, June 09, 2009 10:57 AM

To: McGill, James T(Z'/1171 )

Subject: RE: Mgmt Meeting

Page 1 of 1

- - -  NOTICE - - -
This message is for  the designated recipient only and may contain confidential, pr ivileged or propr ietary information. If
you have received it in error, please notify the sender immediately and delete the or iginal and any copy or pr intout.
Unintended recipients are prohibited from ming any other  use of this e-mail. Although we have taken reasonable
precautions to ensure no viruses are present in this e-mail, we accept no liability for any loss or damage arising from the
use of this e-mail or attachments, or for any delay or errors or omissions in the contents which result §i'om e-mail
transmission.

The information contained in this message is Intended only for the recipient, and may be a confidential attorney-client communication or may otherwise
»e privileged and confidential and protected from disclosure. if the reader of this message is not the intended recipient, or an employee or agent
responsible for delivering this message to the Intended recipient, please be aware that any dissemination or copying of this communication is strictly
prohibited. If you have received this communication in error, please immediately notify us by replying to the message and deleting it from your computer.
he McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or
lformatlon sent to or from McGraw-Hlll employee e-mall addresses without informing the sender or recipient of the message.

Page 9 of74
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McGill, James Tlz11171t

From:
Sent:
To'
Subject:

McGill, James T(Z71171 )
Wednesday. June 10, 2009 8:35 AM
'Bel'linelli, Antonio'
Metro info

Attachments: BOOk1 .xis

Tony,
Here is the info you requested.

Jim

Book1.xls (16 KB)

1
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McGill, James Tlz11171 )

From:
Sent:
To: .
Subject'

McGill, James T(Z71171 )
Friday, June 12, 2009 7:36 AM
'Philip.Smyth@t"rtchratings.com'
FW: Ratings letter for Maricopa refunding.

Phil,
Will we be getting a ratings letter today?

Jim

From'
Sent:
To:
Subjeth

1vloGiII, JamesT(Z71171)
Thursday, June 04, 2009 4:43 PM
'Philip.Smyth@1itdvatings.com'
Ratings letter for Maricopa refunding.

Phil,
Could we get a letter from you by next Friday (6/12) for the Maricopa bonds. We're mailing out the POS on Monday 6/15.
The documents are essentially the same as what I sent you for the Nav/Coco bonds we refunded last month. l'll send you
the Maricopa documents early next week.

Jim

1
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Page 1 of 1

McGill, James T(Z71171 )

From:

Sent:

To:

Cc:

Subject:

Bettinelli, Antonio [Antonio_BettineIIi@standardandpoors.com]

Friday, June 12, 2009 9:22 AM

ivan.l.naguit@jpmorgan.com

McGill, James T(Z71171); Dolyniuk, Karen E(J97440)

Taxexempt refunding - S&P's Ratings on APS

Ivan,

Standard & Poor's unsecured credit rating and issue.level ratings on Arizona Public Service Co. is BBB- with a stable Outlook.

Regards,

Tony Bettinelli
Associate
U.S. Utilities & Infrastructure
Standard & Poor's Corporate Ratings
San Francisco, CA
(415)371 -5067
tony bettinelli@sandp.con'1

The information contained In this message Is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise
be privileged and confidential and protected from disclosure. If the reader of this message is not the Intended recipient, or an employee or agent
responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly
prohibited. If you have received this communication in error, please immediately notify us by replying to the message and deleting it from your computer.
The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or
information sent to or from McGraw-Hill employee e-mall addresses without informing the sender or recipient of the message.

Page 13 of 74
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APS Maricopa Refinancing - Preliminary Official Statement and Underwriting Agreement Drafts

Jim

Phil,
Included redline so you can see changes from Nav/Coco that you already reviewed.

McGill, James T(Z71171)

From: McGill, James T(Z71171 )

Sent: Friday, June 12, 2009 7:59 AM

To: 'Philip.S myth @fitchratings.com'

Subject: FW: APS Maricopa Re6nancing -

Attachments:US_NE_500348560__1 DOC, DVComparison_APS

Preliminary Official Statement and Underwriting Agreement Drafts

- Navajo & Cooonino POS-US__NE__50034B560_1 .pd

Page 1 of 1
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Tony. ,
July is now not going to work. Would you and your team be available 8/25 or 8/26?

Regards,
Tony

From: James.MCgill@pinnadewest.<:om [mallto:James.MCgIII@pinnaclewest.com]
Sent: Tuesday, June 09, 2009 10:35 AM
To: Bettinelli, Antonio
S u b j e c t : Mgmt. Meeting

Jim

--- NOTICE ---
This message is for the designated recipient only and may contain confidential, privileged or proprietary information. If
you have received it in error, please notify the sender immediately and delete the original and any copy or printout.
Unintended recipients are prohibited from mddng any other use of this e-mail. Although we have taken reasonable
precautions to ensure no viruses are present in this e-mail, we accept no liability for any loss or damage arising from the
use of this e-mail or attachments, or for any delay or errors or omissions in the contents which result from e~mail
transmission.

August 25th looks good. Shall we say ram pacific? Let me know when it's finalized. Thanks.

Jim,

Email Firewall made the following annotations

M c G i l l ,  J am e s  T ( Z 7 1 1 7 1  )

From: Bett inel l i ,  Antonio [Antonio_Bett inel l i@standardandpoors.com]

Sen t : Friday,  June 12, 2009 9:27 AM

T o : McGil l ,  James T(Z71171 )

Subject: RE: Mgmt.  Meet ing

Page 1 of 1

The information contained in this message Is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise
be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent
responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly
prohibited. If you have received this communication in error, please Immediately notify us by replying to the message and deleting it from your computer.
The McGraw-Hill Companies, Inc. reserves the right, subj to applicable local law, to monitor and review the content of any electronic messageor
information sent to or from McGraw-Hill employee e-mall addresses without informing the sender or recipient of the message.
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Jim,

Jim

Tony - l've got it on our calendars. We'II see you at 9 a.m. in your office.

Regards,
Tony

From: Bettinelli, Antonio [mailto:Antonio_Bettinelli@standardandpoors.com]
Sent : Friday, June 12, 2009 9:27 AM
To: McGill, _'James T(Z71171)
Subject: RE: Mgmt. Meeting

August 25th looks good. shall we say ram pacific? Let me know when it's finalized. Thanks.

From: James.MCgiII@plnnaclewest.oom [mallto:James.MCglll@pinnaclewest.oom]
Sent: Tuesday, June 09, 2009 10:35 AM
To: Bettinelli, Antonio
Subject: Mgmt. Meeting

Tony,
July is now not going to work, Would you and your team be available 8/25 or 8/26?

Jim

--- NOTICE --- .
This message is for the designated recipient only and may contain confidential, privileged or proprietary information. If
you have received it in error,please notify the sender immediately and delete the original and any copy or printout.
Unintended recipients are prohibited ii'om making any other use of this e-mail. Although we have taken reasonable
precautions to ensure no viruses are present in this e-mail, we accept no liability for any loss or damage arising from the
use of this e-mail or attachments, or for any delay or errors or omissions in the contents which result from e-mauil
transmission.

Email Firewall made the following annotations

McGill, James T(z7w71)

From: McGill, James T(Z71171)

Sent: Friday, June 12, 2009 11:25 AM

To: 'BettinelIi, Antonio'

Subject: RE: Mgmt. Meeting

Page 1 of 2

The information contained In this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise
be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent
responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly
prohibited. If you have received this communication in error, please immediately notify us by replying to the message and deleting it from your computer.
The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or

Page 16of 74
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Page 2 of 2

information sent to or from McGraw-Hill employee e~mail addresses without Informing the sender or recipient of the message.
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McGill, James T(Z71171)

From:
Sent:
To:
Subject:

Philip.Smyth@fnchratings.com
Friday, June 12, 2009 11:51 AM
McGill, James T(Z71171 )
Rating letter...

Attachments: PNW_APS pcRB_Razing Letter_S.12.2009_P.pdf

PNW_APS
pa_Rating Letter__6.

Jim,

He re  i s  t he  ra t ing  l e t t e r  a s  reques ted . P lease  le t  me know i f  you need anyth ing  further.

S incere ly,

P h i l

Ph i l ip  w.  Smyth,  CFA
Sen ior  D i rec tor
F i t ch  Ra t ings
212 908 0531

( S e e  a t t a c h e d  f i l e :  P N W _ A P S PCRB_Rating Let:ter__6.12 .2009_p.pdf)

Con f i d en t i a l i t y  No t i c e : The informat ion in th is  e-mai l  and any at:tachment(s) is
conf ident ia l  and for  the '  use  of  the  addressee  (s)  on ly. I f  you  have  rece ived  th is  e -ma i l
i n e r ro r , p lease  de le te  th i s  e -ma i l . Unauthor ized  use ,  re l iance ,  d isc losure  or  Copying  o f
t he  c on t e n t s  o f  t h i s  e -ma i l ,  o r  a ny  s im i l a r  a c t i on ,  i s  p roh ib i t e d .

This email has been scanned by the MessageLabs Email Security System.
For more information please visit http://www.messagelabs.com/email

1
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Fitchllatings
Gne Stale Street Plaza
New York. n'f 10004

T 212 9080580 I 800 75 FITCH
wwwiitchratingscom

: u m  t o ,  2 0 0 9

Mr .  Chr i s t opher  F roggat l
V ice Pres ident  and Treasurer
P innac le Wes t  Capi ta l  Corp.
400  N. 5th Street .  20" '  f loor
P hoen i x ,  A Z  85004

$ 1 6 3 3 7 5  M i l l i o n  M a r i c o p a  C o u n t y ,  A r i z o n a  P o l l u t i o n  C o n t r o l  C o r p o r a t i o n  P o l l u t i o n
Contr ol  Revenue Refund i ng  Bonds (Ar i z ona P ub l i c  S er v i ce  Com pany P a l o V er de  P r oj ect )
2009 Ser ies A,  2009 Ser ies B,  2009 Ser ies C,  2009 Ser ies D,  and 2009 Ser ies E.

Dear  Mr .  F roggat t ,

F i t c h  Ra t i n gs  ( " F i t c h " )  h a s  a s s i gn e d  a  ' B B B '  r a t i n g t o  t h e  a b o v e  r e f e r e n c e d  s e c u r i t i e s .  T h e  Ra t i n g
Out look  is  S table.

Rat ings  ass igned by  F i t ch are based on the in format ion and documents  prov ided to  us  by  you and other
par t ies  and are subjec t  to  receipt  of  the f ina l  c los ing documents .  F i t ch re l ies  on a l l  t hese par t ies  for  the
accuracy  of  such in format ion and documents .  F i t ch d id  not  audi t  or  ver i f y  t he t ru th  or  accuracy  of  such
i n f o rmat i on .

Rat ings  are not  a recommendat ion or suggest ion,  di rec t ly  or indi rec t ly ,  to you or any  other person,  to buy ,
sel l ,  make or hold any investment ,  loan or securi ty  or to undeinake any investment  s t rategy wi th respect  to
any  inves tment ,  loan or secur i t y  or  any  issuer.  Rat ings  do not  comment  on the adequacy  of  market  pr ice,
t he su i t ab i l i t y  o f  any  inves tment ,  l oan or  secur i t y  f or  a  par t i cu lar  i nves tor  ( i nc lud ing wi t hout  l im i t a t i on,
any  account ing and/or  regulatory  t reatment ) ,  or the t ax -exempt  nature or  t axabi l i t y  o f  payments  made in
respec t  of  any  inves tment ,  loan or secur i t y .  F i tch is  not  your adv isor,  nor is  F i tch prov iding to you or any
o t he r  pa r t y  any  f i nanc i a l  adv i c e ,  o r  any  l ega l ,  aud i t i ng ac c oun t i ng,  app ra i s a l ,  v a l ua t i on  o r  ac t ua r i a l
serv ices.  A rat ing should not  be v iewed as a replacement  for such adv ice or serv ices.

T he  as s i gnm ent  o f a ra t i ng by  F i t c h  does  no t  c ons t i t u t e  c ons ent  by  F i t c h  t o  t he  us e  o f  i t s  name as  an
exper t  in  connec t ion wi th  any  regis t ra t ion s ta tement  or  o ther  f i l i ngs  under  US,  UK or  any  other  re levant
securi t ies laws.

i t  i s  impor t an t  t ha t  y ou  prompt l y  p rov ide  us  w i t h  a l l  i n f o rmat i on  t ha t  may  be  mat er i a l  t o  t he  ra t i ngs  s o
that our  ratings continue to be appropr iate.  Ratings may be raised,  lowered,  withdrawn,  or  placed on
Rat ing Wat c h  due t o  c hanges  i n ,  add i t i ons  t o ,  ac c urac y  o f  o r  t he  i nadequac y  o f  i n f o rmat i on  or for  any
other reason Fitch deems suf f ic ient .
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1

FitchRatings

Nothing in this letter is amended to or should be construed as creating a fiduciary relationship between
Fitch and you or between us and any user of the ratings. Nothing in Ms letter' shall limit our right to
publish, disseminate or license others to publish or otherwise to disseminate the ratings or the rationale
for the ratings .

In this letter, "Fitch" means Fitch, Inc. and Fitch Ratings Ltd and any subsidiary of either of them
together with any successor in 'interest to any such person.

/

We are plea l to have had the opportunity to be of service to you. If we can be of further assistance,
please co_,n¢81cdme at 2129080531 .

Sine /1¥,

Fitch
Philip w. Smydl, CFA
Senior Director
Global Power
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APS Maricopa Refinancing - Preliminary Official Statement and Underwriting Agreement Drafts Page 1 off

McGill, James T(Z71171)

From: McGill, James T(Z71171 )

Sent: Friday, June 12, 2009 11 :54 AM

To: 'Schumacher, Laura'

Subject: FW: APS Maricopa Refinancing -

Attachments: US NE-_500348580_1 .DOC, DVComparison_APS

Preliminary Official Statement and Underwriting Agreement Drafts

- Navajo & Cooonino POS-US__NE_500348560__1 .pd

Laura ,
Included redline so you can see changes from Nav/Coco that you already reviewed.

Jim

Page 21 of 74
6/22/2009



Re: APS Maricopa Refinancing - Preliminary Official Statement and Underwriting Agreement Draifts

----Original Message~----
From: James.MCgill@pinnaclewest.com <Tarnes.MCgil1@pinnaclewest.com>
To: Schumacher, Laura
Sent: Fa Jun 12 14:54:03 2009
Subject: FW: APS Maricopa Refinancing - Preliminary Official Statement and Underwriting Agreement Drafts

Jim, lucky you caught me, without the POS the need for the letter slipped my mind. Mitchell should be e-mailing it to you shortly. Have a nice
weekend. Laura

--- NOTICE ---
This message is for the designated recipient only and may contain confidential, privileged or proprietary `mformation. If youhavereceived it in
error, please notify the sender immediately and delete the original and any copy or printout, Unintended recipients are prohibited from making any
other use of this e-mail. Althoughwe have taken reasonable precautions toensureno viruses are present in this e-mail, we accept no liability for
any loss or damage arising from the use of this e~mail or attachments, or for any delay or errors or omissions in the contents which result &ome-
mail transmission.

Laura ,
Included redlineso you can see changes fromNav/Coco that you already reviewed.

Email Firewallmade the followingannotations

lim

McGill, James T(Z71171 )

From: Schumacher, Laura [Laura.Schumacher@moodys.com]

Sent: Friday, June 12, 2009 1:23 PM

To: McGill, James T(Z71171 )

Subject: Re: APS Maricopa Refinancing - Preliminary Official Statement and Underwriting Agreement Drafts

,.,...,...._...........

Page 1 of 1

The information contained in this e-mail message, and any attachment thereto, is confidential and may not be
disclosed without our express permission. If  you are not the intended recipient or an employee or agent responsible
for delivering this message to the intended recipient, you are hereby notif ied that you have received this message in
error and that any rev iew, dissemination, distribution or copying of this message, or any attachment thereto, in
whole or in part, is strictly prohibited. If  you have received this message in error, please immediately notify us by
telephone, fax or e-mail and delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well as any attachment thereto,
for v iruses. We take no responsibil ity and have no liability for any computer v irus which may be transferred v ia
this e-mail message.

Page 22 of 74
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Rating Letter Page 1 of 1

M¢GilI, James T(z11111)
From: Moss, Mitchell [Mitchell.Moss@moodys.com]

Sent: .Friday. June 12, 2009 1:30 PM

To: McGill, James T(Z71171 )

Cc: Schumacher, Laura

Sub]oct: Rating Letter

Attachments:Pinnacle West - RL - 6.12.09.pdf

Jim

Attached is the rating letter for the APS Marioopa Refinancing .

Let me know if you need anything else.

Mitchell

<<Pinnacle West - RL - 6.12.09.pdf>>

Mitchell Moss, CFA
Moody's Investors Service
7 World TradeCenter, A!250 GreenwichStreet
New York, NY 10007
212-553-4478,212-298-6478 fax

mNchell.moss@moodys,com

The information contained in this e-mail message, and any attachment thereto, is confidential and may not be
disclosed without our express permission. If you are not the intended recipient or an employee or agent responsible
for delivering this message to the intended recipient, you are hereby notified that you have received this message in
error and that any review, dissemination, distribution or copying of this message, or any attachment thereto, in
whole or in part, is strictly prohibited. If you have received this message in error, please immediately notify us by
telephone, fax or email and delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well as any attachment thereto,
for viruses. We take no responsibility and have no liability for any computer virus which may be transferred via
this e-mail message.
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Mo1nlEy's InvasionSelvlce

June 12. 2009

Mr. Chris Froggatt
Vice President and Treasurer
Pinnacle West Capital Corporation
400 North 511'§ Street, 1 g"\ FI
Mail Station 9998
Phoenix, AZ 85004

7 World Trade Center at 250 Greenwich Street
New York, New York 10007

Dear Chris:

Per your request, Moody's Investors Service Rating Committee has reviewed a draft copy of
the Preliminary Official Statement Dated June 2009 relating to the followings Bonds:

$153,975,000
Maricopa County, Arizona

Pollution Control Corporation
Pollution Control Revenue Refunding Bonds

(Arizona Public Service Company Palo Verde Project)

2009 Series A 535,975,000
2009 Series B $32,000,000
2009 Series C $32,000.000
2009 Series D $32,000,000
2009 Series E $32,000.000

(collectively the "Bonds')

based upon our review and subject to final documentation. it is Moody's opinion that the
Bonds, which represent senior unsecured obligations of Arizona Public Service Company, be
assigned the same rating as Arizona Public Service Company's other senior unsecured long-
term debt obligations, which is currently Baan.

Moody's ratings are subject to revision or withdrawal at any time without prior notice. The
ratings and any revisions and withdrawals thereof will be publicly disseminated by Moody's
through normal print and electronic media and in response to oral requests to Moody's rating
desk.

If I may be of further assistance, please call me at (212) 553~3853.

S ,,/%/»/

Laura Schumacher
Vice President - Senior Analyst
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McGill, James Tlz11171)
l lulllllul

From:
Sent:
To:
Subject:

McGill, James T(Z71171 )
Friday, June 12, 2009 2:35 PM
'Philip.Smyth@fitchratings.com'
RE: Rating letter...

Got it Phil - thanks .

-----Original Message---~
From: Philip.Smyth@fitchz'at:ings.com [mailto:Philip.Smyt:b@fitchratings.com]
Sent: Friday, June 12, 2009 11:51 AM
To: McGill, James T(Z71171)
Subject: Rating letter.

Jim,

Here is the rating letter as requested. Please let me know if you need anything further .

Sincerely ,

Phil

Philip w. Smyth, CFA
Senior Director
Fitch Ratings
212 908 0531

(See attached file: PNW_APS PcRB__Rating Letter__6.12.2009_P.pdf)

Confidentiality Notice: The information in this e-mail and any attachment (s) is
confidential and for the use of the addressee (s) only. If you have received this e~mail
in error, please delete this e-mail. Unauthorized use, reliance, disclosure or copying of
the contents of this e-mail, or any similar action, is prohibited.

This email has been scanned by the MessageLabs Email Security System.
For more information please visit http://www.message1abs.com/email
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Rating Letter Page 1 of 1

McGill, James T(Z71171 )

From: McGill,~James T(Z71171 )

Sent: Friday, June 12, 2009 2:36 PM

To: 'Moss, Mitchell'

Cc: Schumacher, Laura

Subject: RE: Rating Letter

Thanks.

From: Moss, Mitdmell [mailtozMitchell.Moss@moodys.oom]
Sent: Fllday, June 12, 2009 1-30 PM
To: McGill, JBM€S T(Z71171)
Cc: Schumacher, Laura
Subject: Rating Letter

Jim

Attached is the rating letter for the APS Maricopa Refinancing.

Let me know if you need anything else.

Mitchell

<<Pinnacle West - RL - 6.12.09.pdf>>

Mitchell Moss, CFA
Moody's Investors Service
7WorldTrade Canter, At 250 Greenwich street
New York. NY10007
212-553-4478. 212-298-6478 fax

rn}ichelLmoss@moodys.com

The information contained in this e-mail message, and any attachment thereto, is confidential and may not be
disclosed without our express permission. If  you are not the intended recipient or an employee or agent responsible
for delivering this message to the intended recipient, you are hereby notif ied that you have received this message in
error and that any rev iew, dissemination, distribution or copying of this message, or any attachment thereto, in
whole or in part, is strictly prohibited. If  you have received this message in error, please immediately notify us by
telephone, fax or e-mail and delete the message and all of its attachments. Thank you. Every effort is made to keep
our network free from viruses. You should, however, review this e-mail message, as well as any attachment thereto,
for v iruses. We take no responsibil ity and have no liabil ity for any computer v irus which may be transferred v ia
this e-mail message.
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McGill, James Tlz11171 I

From:
Sent:
Subject:

Higuchi, Dane C(Z05435) on behalf of Hickman, Rebecca (Z46875)
Monday, June 15, 2009 6:07 AM
PNW/APS: Definitive Settlement Agreement in APS' Pending Retail Rate Case

Attachments: APS Definitive Settlement Agreement 08-12-09.pdf

On June 12th, Arizona PublicService Company (APS) and other parties to its pendingretail rate case filed a definitive
settlement agreement with the Arizona CorporationCommission. A summary of the principal terms of this agreement were
filed in a Form 8-K this moving, and are included in the text below. For your convenience, We've also attached a PDF of
the agreement.

As always, if you have questions about this developmentor need other information, please contact me or Lisa Malagon
(502-250-5671 )-

$'ec»€y
R8b8cca L. Hickman
Director of Investor Relations | Pinnacle WestCapiiaICorporation
400 North 5th Street I Station 9998 I Phoenix, AZ 85004

Oftioe 602-250-5658 I Fa 602-250-2789 I E-mail rhickman@pinnadewest.com

TEXT OF FORM 8-K

Item1.01. Entry into a Material Definitive Agreement

On June 12, 2009. Arizona Public Service Company ("APS") and other parties to APS' pending general metal rate
case entered into an agreement (the "Settlement Agreement") detailing the terms upon which the parties have agreed to
settle the rate case. The Settlement Agreement is conditioned upon approval of the Arizona Corporation Commission (the
"ACC"). The ACC has scheduled an evidentiary hearing on the matter commencing on August 19, 2009. A copy of the
Settlement Agreanent is attached hereto as Exhibit 99.1 .

The Settlement Agreement includes a net retail rate increase of $207.5 million, which represents a base rate
increase of $344.7 million less the reclassification of $137.2 million of fuel and purchased power revenues from the
existing power supply adjustor ("PSA") to base rates .

The parties also agreed to a rate case filing plan in which APS is prohibited from filing its next two general rate
cases until onor after June 1, 2011 and June 1, 2013, respectively,unless certain extraordinary eventsoccur. Subject to
the foregoing, APS may not request its next general retail rate increase to be effectiveprior to July 1, 2012. in addition,
the parties will usegood faith efforts to process these subsequentrate cases within twelve months of sufficiency findings
from the ACC staff, whichgenerally occur within 30 days after the filing of a rate case.

Other key provisions of the Settlement Agreement include the following:

A non-fuel base rate increase in annual pretax revenues of $196.3 million, which would replace the $65.2
million interim base rate surcharge approved by the ACC on December 18, 2008,

A net increase in annual pretax revenues of $11 .2 million for fuel and purchased power costs reflected in
base rates that would not otherwise have been recoverable under the PSA;

A base fuel rate of $0.0376 per kph (compared to the current base fuel rate of $0.0325 per kph);

Revenue accounting treatment for line extension payments received for new or upgraded service from
January 1, 2010 through year end 2012 (or until new rates are established in APS' next general rate case,
if that is before the end of 2012), resulting in present estimates of increased revenues of $23 million, $25
million and $49 million, respectively,

An authorized return  on c ommon equi ty of 11 . 0%,

1
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A capital structure comprised of 46.2% debt and 53.8% common equity;

A commitment from APS to reduce average annual operational expenses by at least $30 million from
2010 through 2014 (an increase of $10 million above the $20 million required reductions for 2009 pursuant
to the ACC's interim rate decision in this matter);

• Equity infusions into APS of at least $700 million during the period beginning June 1, 2009 through
December 31 , 2014, and

Various modifications to the existing energy efficiency, demand-side management and renewable energy
programs that would require APS to, among other things, expand its oonsewation and demand-side
management programs and its use of renewable energy, as well as allow for concurrent recovery of
renewable energy expenses and provide for more concurrent recovery of demand-side management
costs and incentives,

If the Settlement Agreement is approved by the Acc, APS expects that its provisions, inducing the new rates,
would become effective on or about January 1, 2010.

For additional information regarding therate case, see "2008 General Retail Rate Case" in Note 5 of the Notes to
Condensed Consolidated Financial Statements in the Pinnacle West Capital Corporation/Aps Report on Form 10-Q for
the fiscal quarter ended March 31, 2009.

APS Definitive
Settlement Agre...

2
Page 28 of 74



McGill, James Tlz11171 )

From:
Sent:
To:
Subject:

McGill, James T(Z71171)
Wednesday, June 11, 2009 8:20 AM
'Bettinelli, Antonio'
2009 APS MT Collateral 6-12-09.xls

Attachments: 2009 APS MT Collateral e-12-o9.xls

Tony,
Here is info on our mark-to-markets as of Friday 8/12. Let me know if you have any questions.

Jim

2009 APS MT
Collateral 6-12-09...

1
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Attachment Intentionally Omitted -- Contains Confidential Information
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McGill, James TZ71171)

From:
Sent:
Subject:

Higuchi, Dene C(Z05435) on behalf of Hickman, Rebecca (Z46875)
Wednesday, June 17, 2009 9:03 AM
PNW/APS! DAVID FALCK NAMED GENERAL COUNSEL

Today, we announced that David p. Falck has been named Executive Vice President, General Counsel and Secretary of
Pinnacle West and Arizona Public Service, replacing Nancy Loftier who has announced her retirement later this year. The
text of the press release is included below in this message.

As always, if you have any questions about this announcement or need other information about our company, please
contact me or Lisa Malagon (602-250-5671).

Sincerely,

Zeeiy
Rebecca L. Hickman
Director of investor Relations | Plnnade west Capital Corporation
400 North 5th Street I siatson 9998 i Phoenix, AZ 85004
Office 602-250-5668 | Fax 802-250-2789 I E-mail rhiekrnan@pinnaclew=est.com

PINNACLE WEST CAPITAL NAMES NEW GENERML COUNSEL

PHOENIX - Pinnacle West Capital Corporation (NYSE: PNW) today announced the appointment of David p. Faick as
Executive VicePresident, General Counsel and Secretary of PinnacleWest and Arizona Public Service Company.

with more than 20 years of experience as a legal advisor to the energy industry, Falck comes to Pinnacle West from New
Jersey~based Public Service Enterprise Group Inc. (PSEG), a diversified energy company that owns one of the nation's
largest electric utilities. while at PSEG, Fack held the position of Senior Vice President - Law, with responsibilities for the
Law Department and the Office of the Corporate Secretary.

Falck will succeed retiring Senior Vice President, General Counsel and Secretary Nancy Lofter, who joined the company in
1985. The changes will take effect late-July 2009.

"Nancy has helped steer Pinnacle West and APS through a variety of challenges for more than Mo decades, and l know l
speak for everyone at the Company and on the Board when I say she will be missed as a professional. a peer, a counselor
and a friend," said Chairman and Chief Executive Officer Don Brandt.

Priorto joining the senior management team at PSEG, Faick was a partner and member of the Managing Board of
Pillsbury Winthrop Shaw Pittman LLP, New York, an 800-lawyer firm with offices in the U.S. and abroad. He joined
Winthrop, Stimson. Putnam 8= Roberts, a predecessor firm, in 1978.

"David brings experience from a diversified energy company that rivals ours in setting benchmarks in many areas of
performance," said Brandt. "Additionally, he has a well-earned reputation as a real expert in energy and utility law
developed over the course of decades of intensive, first-tier practice."

Falck holds a Doctor of Laws degree from Washington a. Lee University School of Law in Virginia, and an undergraduate
degree from Colgate University in New York.

Pinnacle West is a Phoenix-based company with consolidated assets of about $11 billion. Through its subsidiaries, the
Company generates, sells and delivers electricity and sells energy-related products and services to retail and wholesale
customers in the western United States. It also develops residential, commercial, and industrial real estate projects,

1
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McGill, James T(Z71171)

From:
Sent:
To:
Subject:

McGill, James T(Z71171 )
Wednesday, June 17, 20094:13 PM
'Bettinelli, Antonio'
200903 s&p-Liquidity Survey_modified.x1s

Attachments: 200903 s&p~Liquidi1y Survey__modiHed.xls

Here's the liquiditysurvey for 3/31109 I

2coso3
*-Liquidity Survey__nr

I

1
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Negative MTM Exposure
JPM Futures Negative MTM Exposure
3G-Day Exposure
Prepay Exposure
Increase in Static Margin
Triggers in Loans and Contracts
Commercial Paper
Total Llquldtty Demands

Cash on Hand
Available Credit Lines
Cash I UCs Posted for MTM
Cash/ UCs Posted for Static Margin
Market Value d Discretionary Invently
Primary Liquidity

S&P CELA CALCULATIONS
Credit Event Liquidity Acioquacy

(Downgrade Te Non-Investment Grade)
March 31, 2009

(WW)

$

s

s

s

APS pwcc
-  $

0

Q Ur

r

S&P Recommended Mlnlmum

S/25/2009
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Negative MTM Exposure

JPM Futures Negative MTM Exposure

30-Day Exposure
Prepay Exposure

lnaease in Static Margin

Triggers In Loans and Contracts

Commercial Paper

Total Liquidity Demands

Cash on Hand
Available Credit Lines
Cash I UCs Posted for MTM
Cash I UCs Posted for Static Margin
Market Value of Discretionary Inventory
Primary Liquidity

\

sap MCELA CALCULATIONS
Market and Credit Event Liquidity Adequacy

(Downgrade to Non-Invntmant Grade and Market Sbwoss)
March 31, 2009

(5000)

MCELA

s

s

s

s
APS

an

i

s

pwcc

S8»P Rmommonded Minimum

Price Increase by 15% In 1st yr and 20% thereafter

MTM

JPMF

Price decrease by 15% In 1st yr and 20% thereafter

MTM

JPMF

1

1 o

B/25/2009
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Jim,

Here's the liquidity survey for 3/31 /09

Thanks. i have one more item that I need regarding ERM. Here are the materials. We can run through them in a quick call. Tomorrow
or Monday look best for me. Alternatively, you can just send me a document with your responses. Thanks.

From: James.mcgilI@pinnaclewest.com [mailto:James.Mcgill@ pinnadewest.com]
Sent: Wednesday, June 17, 2009 4:13 PM
To: Bettinelli, Antonio
Subject: 200903 S8¢P-Liquidity Suney__modit'led.xls

Email Firewall made die following annotations

Tony

NOTICE ---
This message is for the designated recipient only and may contain confidential, privileged or proprietary information. If
you have received it in error, please notify the sender immediately and delete the original and any copy or printout.
Unintended recipients are prohibited from malting any other use of this e-mail. Although we have taken reasonable
precautions to ensure no viruses we present in this e-mail, we accept no liability for any loss or damage arising from the
use of this e-mail or attachments, or for any delay or errors or omissions in the contents which result from e-mail
transmission.

McGill ,  James T(Z71171 )

From: Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.com]

Sent: Thursday, June 18, 2009 1:00 PM

To: McGill, James T(Z71171 )

Subject: ERM Questions

Attachments: ERM for Non-Financial Companies 5 708.pdf, ERM.doc

/

Page 1 of 1

The Information contained In this message Is Intended only for the recipient, and may be a confidential attorney-client communication or may otherwise
be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent
responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly
prohibited. If you have received this communication in error, please immediately notify us by replying to the message and deleting it from your computer.
The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or
information sent to or from McGraw-Hill employee e-mail addresses without informing the sender or recipient of the message.
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a. What are the company's top 5 risks, how big are they,and how often are they
likely to occur? How often is the list of top risks updated?

What is management doing about top risks?

c. What size quarterly operating or cash loss has management and the board agreed
is tolerable?

d. Describe the staff responsible for risk management programs and their place in
the organization chart. How do you measure success of risk management activities?

e. How would a loss from a key risk impact incentive compensation of top
management and on planning/budgeting?

f. Tell us about discussions about risk management that have taken place at the
board level or among top management when malting strategic decisions.

g. Give an example of how your company responded to a recent "surprise" in your
industry and describe whether the surprise affected your company and others differently.

b.
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Enterprise Risk Management:

Standard 86 Poor's To Apply
Enterprise Risk Analysis To
Corporate Ratings
Primary Credit Analysts:
Steven J Dreyer, New York (1)212-438-7187; steven_dreyer@standardandpoofs.com
David Ingram, New York (1)21 z-43a-7104: david_ingram@standardandpoors.com

Table Of Contents
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Effect On Ratings

Responses To Our Request For Comment

Next Steps In Our Implementation Of FIRM Analysis
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Enterprise Risk Management:

Standard 86
Analysis To

Poor's To Apply Enterprise Risk
Corporate Ratings

Standard 86 Poor's Ratings Services today announced that after considering replies to our "Request For Comment:

Enterprise Risk Management Analysis For Credit Ratings Of Nonfinancial Companies" published Nov. 15, 2007,

we will enhance our ratings process for nonfinancial companies through an enterprise risk management (FIRM)

review. FIRM will add an additional dimension to our analysis of management and corporate governance, creating a

more systematic framework for an inherently subjective topic.

Ultimately, we will enhance transparency by providing investors and issuers our views of a management team's

ability to understand, articulate, and successfully manage risk. The benefits of the FIRM enhancement will be to

make the process of forming our rating opinions more forward looldng, achieve timer differentiation among ratings,

and facilitate construction of "what if" forecast scenarios.

We will begin to incorporate FIRM into discussions with rated companies in the third quarter and begin to include

commentary in our reports in the fourth quarter. The reviews will focus predominantly on risk-management culture

and strategic risk management, two universally applicable aspects of FIRM. We will defer formal scoring of

companies' FIRM capabilities (e.g., "strong," "adequate," "weak," etc.) until we have conducted a sufficient number

of reviews to permit reliable benchmarking and published evaluation criteria, which is unlikely to occur before

2009. Credit ratings and rating outlooks would be affected in the meantime only if we observe extraordinary
conditions that change our easting perception of a company's business profile. We are also deferring incorporating

analysis of emerging risk management and risk-control processes, except as notedbelow.

How We Define FIRM
We will recognize companies' adoption of generally accepted risk-management standardssuch as COSO

(promulgated by The Committee of Sponsoring Organizations of the Treadway Commission) or AS/NZS 4360

(created by the Joint Standards Australia/Standards of New Zealand Committee OB/7) or others, but consider them

neither a prerequisite for nor sufficient evidence of effective risk management. Moreover, we will note common and

exceptional practices across peer companies. and ultimately judge the effectiveness of whatever risk-management

processes are in use. While open-minded about the form of risk-management structure, we begin with certain

expectations.

We see FIRM as:

9

•

•

•

•

•

An approach to assure the firm is attending to all risks;

A set of expectations among management, shareholders, and the board about which risks the firm will and will

not take;

A set of methods for avoiding situations that might result in losses that would be outside the firm's tolerance;

A method to shift focus from "cost/benefit" to "risk/reward";

A way to help fulfill a fundamental responsibility of a company's board and senior management;

A toolkit for trimming excess risks and a system for intelligently selecting which risks need trimming; and

Standard 8>c Poor's Ratingsbiract | May 7,2008
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• A language for communicating the firm's efforts to maintain a manageable risk profile.

Alternatively, we feel FIRM is not:

•

•

•

•

A method ro eliminate all risks;

A guarantee that the firm will avoid losses;

A crammed-together collection of longstanding and disparate practices;

A rigid set of rules that must be followed under all circumstances;

Limited to compliance and disclosure requirements;

A replacement for internal controls of fraud and malfeasance;

Exactly the same for all firms in all sectors;

Exactly the same from year to year; nor

A passing fad.
L

Effect On Ratings
The potential effect of FIRM on ratings will significantly depend on the type of the enterprise we are assessing. For

larger, multinational Corporations, highly developed and well~resourced FIRM efforts will be standard. We expect to

have very different interaction about risk management with those companies compared with less-diversified

companies and those with fewer resources that are at an earlier stage, such as those in certain emergingmarkets.

The TERM-related discussions we will have with rated companies will build on our existing analysis of management's

operating and financial track record; credibility of strategies, projections, and execution; response to competitive

threats; and risk governance bodies and structures.

Our industry-focused rating analysts will incorporate an FIRM discussion into the regular credit reviews on each

company, emphasizing risk-management culture and strategic risk management, which are the most broadly

comparable and critical. of the four areas outlined in our original proposal. In the risk-management culture analysis,

discussion topics will include:

•

•

•

Risk-management frameworks or structures currently in use;

The roles of staff responsible for risk management and reporting lines;

Internal and external risk-management communications;

Broad risk-management policies and metrics for successful risk management; and

The influence of risk management on budgeting and management compensation.

In addition, we will incorporate our existing review of governance, accounting policies and issues, and derivatives

into this much broader analysis of a company's risk~management culture.

Under strategic risk management, our analysts will explore:

Management's view of the most consequential risks the firm faces, their likelihood, and potential effect on credit;

The frequency and nature of updating the identification of these top risks;

The influence of risk sensitivity on liability management and financing decisions; and

The role of risk management in strategic decision making.

For now, we have decided to exclude additional analysis of the other two areas cited in our original proposal,
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risk-control processes and emerging risk management, beyond what is included in our current process. The

additional effort required for us to scrutinize these company- and sector-specific areas may be of limited value at this

time. An important exception to this is our ongoing review of risk-control processes that is already in place and that

we can logically and consistently apply in new sectors.

Specifically, we have already conducted risk-control analyses using the Policies, Infrastructure, and Methodology

(PIM) approach for electric power marketers and agribusiness companies with sizable trading operations. Building

on that experience, we intend to examine the application of thePIM approach for oil and gas issuers with

meaningful trading operations. What characterizes these exceptions is that unlike other corporate sectors with

operational risks that aredifficult to quantify, trading risks can be measured, modeled, and hedged. That allows us

to apply a consistent approach that is within the realm of credit analysis tools we now use.

While we cannot audit assertions by company managers about their FIRM procedures, we will closely examine the

consistency between their statements and historical performance. We will specifically inquire about how they

handled actual risks in the past. A discussion of FIRM will become a regular part of our follow-up after significant

drops in earnings or losses, significant restatements of past financial results, or material impairment losses and

write-downs. Our discussions with managers about FIRM will be to understand how consciously they have taken

and retained risks and why they are comfortable with their net risk positions.

Responses To Our Request For Comment
We received written comments on our proposal ro introduce FIRM analysis from more than 60 respondents,

including six from associations representing hundreds of rated companies. In addition, we received about 30

informal responses by telephone or in-person conversations. The respondents represented virtually all industries and

global regions, with the majority from Europe and theU.S. About 60% of the responses came from rated

nonfinancial companies, with the remainder from interested unrated companies, consultants, accounting firms, and

financial institutions. Comments generally supported our proposal to introduce FIRM analysis, with some

reservations and recommendations.

i
Among the responses were some doubts that we could successfully integrate a meaningful FIRM analysis into our

process. Recent record losses at financial institutions that were previously subject to FIRM analysis raised questions

about the value of applying a similar analysis to nonfinancial companies. Others voiced concerns about our ability

to apply FIRM analysis equitably across diverse industries and regions. And some respondents were wary about the

large investment that we and the companies we rate might have to make to process the new information.

The capital markets turmoil of recent months has managers and boards of financial institutions fundamentally

rethinking their risk-management functions. That will translate into new insights and concomitant updates to our

own risk-management analysis. The focus of these updates will be on the probabilities, magnitudes, and types of

losses that institutions may experience. However, the fundamental structure of our analysis will remain intact. While

the assumptions underlying our FIRM analysis will evolve, recent events have reconfirmed the importance of

focusing on risk management as part of the ratings analysis. Clearly, the downturn in the financial sector will

provide new insights into these processes, which will guide our future analysis of institutions' FIRM capabilities.

Since mid-2007, we have changed ratings or outlooks on some financial institutions as a result of our view of their

risk appetite, risk management, or both.
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Applying FIRM equitably across companies is important, but no less so than accounting for differences among

sectors. We will approach risk culture and strategic risk managementconsistently to provide a common foundation

for comparability and benchmarking of basic FIRM capabilities and performance. We will reflect differences between

sectors by weighting FIRM's importance by sector and by diving more deeply on certain risks.

We will make judgments on a sector-by-sector basis about the overall irnponance of risk management to the future

ability of companies to repay debt obligations. While all types of firms may experience extraordinary volatility by

making poor risk-management decisions, our ratings process will take into account sector-specific risk management.

For example, risk management for companies in the auto sector would be weighed more heavily than for

transmission and distribution utilities. Automakers and suppliers are exposed to intense global competition, volatile

production costs, and the challenge of constantly adapting to evolving customer preferences and regulatory

mandates. Even moderately flawed risk management for these companies can result in devastating losses and

bankruptcy. At the other end of the spectrum, transmission and distribution utilities generally enjoy a supportive

regulatory environment; have monopolistieservice territories; serve stable markets; and have relatively predictable

long~term capital spending and financing needs. Faulty risk management for a utility could impact its allowed return

on equity, but is less likely to appreciably denigrate its ability to repay debt.

For companies exposed to a single risk type that could cause material credit deterioration (e.g., commodity price risk

for an agribusiness), we will perform a more in-depth review of how the companies manage that particular risk. In

those cases, we will apply our PIM review ro address the: risk in a structured way.

Common recommendations expressed by a majority of respondents included: avoiding a "check-the-box" exercise,

looking at the upside as well as the downside of risk, and giving credit for existing disclosures and frameworks. We

agree with these sentiments and will incorporate them into the design of our methodology. A questionnaire

approach might overemphasize controls of historical risks and underemphasize forward-looking analysis of risks

that have not yet occurred. We also doubt that a form-filling exercise will provide greater understanding of

management's intent and capability.

Concerning the "upside," we expect the ERM benchmarking process to result in a range of risk-management

performance and ultimately deviations from "standard" performance,both positive and negative, which could

influenceratings. Existing disclosures and frameworks will be the starting point of our discussions, but the

discussions themselves will provide the greatest insights for our analysis.

Overall, the comments we received affirmed the value of ERM and its relevance to the credit ratings process, as well

as numerousconsidered recommendations that we have incorporated and will continue to incorporate. While the

formal comment period has ended, we continue to welcome views on the effectiveness of our FIRM analysis

enhancements.

Next Steps In Our Implementation Of FIRM Analysis
While we are introducing this initiative globally, practical considerations will result in a staggered implementation.

We expect FIRM discussions with companies to begin to be incorporated into regularly scheduled review meetings in

the third quarter of this year. Within a year from commencement, we expect all companies will have had at least an

initial FIRM discussion with our analysts.
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Findings from these discussions will be examined first for particular analytic sectors in a particular region to develop

preliminary benchmarks, then compared with larger groups of companies for more context. For example, after we

complete a sufficient number of reviews, we will compare FIRM results for U.S. medical supply companies first with

each other, then with U.S. health care companies, then with health care companies globally, and then with all

companies globally. Through this comparison, we will develop benchmarks that will form the basis of scoring at

some future date and will help us identify both positive and negative outliers suggesting rating or outlook actions in

the near term.

We will include FIRM analysis in our reports across all sectors when we feel :hat we can assess relative performance

levels, which we expect to begin to occur in the fourth quarter of 2008. Our analysis is likely to focus on significant

gaps whena company is compared with industry peers.

just as the introduction of FIRM for a company is unlikely to radically change extant decision-maldng processes, we

do not see FIRM analysis radically altering our existing credit rating opinions. Ins value will be incremental in most

cases, negligible in a few, and eye-opening in some others. We expect that FIRM analysis will drive some rating and

outlook changes, but not before we have been able to benchmark companies against each other and over time.

The following contributed to this article: Aura Balic, Keith Bevan, Richard Com-ight, Evan Gunter, Laurence

Hazels, Roam Ratnam, Terry Pratt, Trevor Pritchard, Ivan Recalde, Jayne Ross, Lisa Wang, _Jeanette Ward, and

Arthur Wong.

O
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McGill, James T(Z71171)

From: Bettinelli, Antonio [Antonio_BettinelIi@standardandpoors.oom]

Sent: Friday, June 19, 2009 11 :57 AM

Subject: S&P's Revised Risk Matrix

Attachments: 2009 Revised Protiles.pdf; 2009 BP FP Matrix.pdf

I'm sending you om' revised risk matrix, in case you were not aware. An alert does not appear to have been sent by My
Credit Profile MCP). However, it was mentioned in the opening paragraph of the latest electric utility ranking table sent
via MCP alert on June 8th. I have attached this as well. If you have any questions about our profile changes, as a result of
the expanded matrix, please call me.

If you would like to sign up for MCP (free), let me know. If you are signed up and did not receive the June 8th alert,
please contact the Helpdesk at mycreditprotile@standardandpoors.com or 1-212-438-2400. We have had instances where
the alerts were filtered by a client's spam filter.

Regards,

Tony Bottinelll
Associate
U.S. Utilities & Infrastructure
Standard & poor's Corporate Ratings
San Francisco,CA
(415)371 -5067
@L44ne! ! i@ 9 m

The message is readyto be sent with the following fileor linkattachments:

2009 Revised Profiles.pdf
2009 BP FP Matrix.pdf

Note: To protect against computer viruses, e-mail programs may prevent sending or receiving certain types of file attachments. Check your e-mail
security settings to determine how attachments are handled.

The information contained in this message is Intended only for the recipient, and may be a confidential attorney-cllent communication or may otherwise
be privileged and confidential and protected from disclosure. If the reader of this message Is not the intended recipient, or an employee or agent
responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly
prohibited. If you have received this communication In error, please immediately notify us by replying to the message and deleting it from your computer.
The McGraw~Hlll Compahles, Inc. reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or
information sent to or from McGraw-Hlll employee e-mall addresses without informing the sender or recipient of the message.
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Issuer Ranking:
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Issuer Rankin :

U.S. Regulated Electric Utilities, Strongest To
Weakest
Standard 85 Poor's Ratings Services recently expanded its business risk/financial matrix to better communicate our

analytic opinions to the global credit market. Please see the May 27, 2009 article published on RatingsDirect titled

"Criteria /Methodology: Business Risk/Financial Risk Matrix Expanded."

The following list contains Standard ac Poor's ratings, outlooks, and business and financial profiles for companies

with a primary regulated electric utility focus. This list reflects the current ratings and outlooks as of ]ume 8, 2009.

The rankings in each rating/outlook grouping (e.g., BBB+/Stable/--) are based on relative business risk. We have

incorporated the new corporate ratings matrix into the electric utility ranking list; changes to the ranking list have

been identified by an asterisk (*).

A Standard 8: Poor's rating outlook assesses the potential direction of an issuer's long-term debt rating over the

intermediate to longer term. In determining a rating outlook, we consider any changes in the economic and/or

fundamental business conditions. An outlook is not necessarily a precursor of a rating change or future CreditWatcb

action. "Positive" indicates that we may raise a rating; "negative" means we may lower a rating; "stable" indicates

that ratings will not likely change; and "developing" means we may raise or lower ratings.

We characterize utility business profiles as "Excellent," "Strong," "Satisfactory," "Fair," "Weak," or "Vulnerable"

under the credit ratings methodology applied to all rated corporate entities at Standard BC ~Poor's. To determine a

utility's business profile, Standard BC Poor's analyzes the following qualitative business or operating characteristics:

markets and service area economy; competitive position; fuel and power supply; operations; asset concentration;

regulation; and management. Issuer credit ratings, shown as long-term rating/outlook or CrcditWatch/short-term

rating, are local and foreign currency unless otherwise noted. A dash (--) indicates not rated.

For the related industry report card, please see "Industry Report Card: U.S. Electric Utility Sector Performed Well In

First Quarter Of 2009," published March 30, 2009.

Company

Madison Gas & Electric Co.

Sarponte credit rating* Businosx prolix Finnncialprofile

AA-/Stable/A-1+ Excellent Intermediate

Q

American Transmission Co.

Midwest Independent Transmission System Operator Inc.

NSTAR Electric Co.

NSTAR Gas Co.

NSTAR

A+/stable/A-1

A+/Stab|8/--

Arr/Stable/A-1

A+/S[abl€/»

A+/St3hlE/A-1

Excellent

Excellent

Excellent

Excellent

Excellent

Intermediate

Intermediate

Intermediate

Intermediate

intermediate

n

Florida Power & Light Co.

KevSpan Energy Delivery Long Island

KeySpan Energy Delivery New Yorlr

Northern Natural Gas Co.

A/stable/A-1

A/Stable/--

A/S(8b|B/"

A/Stable/~

Excellent

Excellent

Excellent

Excellent

Intermediate

Intermediate

Intermediate

intermediate
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Alabama Power Co.

Georgia Power Co.

Mississippi Power Co.

Gulf Power Co.

FPL Group inc.

Southern Co.

Central Hudson Gas & Electric Corp.

A/Stabl€/A-1

A/S\3blB/A~1

A/stable/A-1

A/S1ab|e/-

A/Stable/~

A/Si8bl€/A-1

A/stable/~

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

I late

lnmefmeuiame

lntenmediate

Intermediate

lmefmediate

Intermediate

lnterlliedilte

San Diego Gas 84 Electric Co. A/Negative/A-1 Excellent Intermediate

Duke Energy Indiana Inc.

Duke Energy Carolinas LLC

Duke Energy Ohio Inc.

Duke Energy Kentucky Inc.

Wisconsin Gas LLC

Wisconsin Electric Power Co.

Cinergy Corp.

Duke ergy Corp.

A-/Positive/A-2

A-/Positive/A-2

A-/Positive/A-2

A-/Positive/~

A-/Positive/A-2

A-/Positive/A-2

A~/P0sitiv8/A-2

A-/positive/A-2

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Intermediate

Intermediate

Intermediate

Intermediate

Intermediate

Intermediate

Intermediate

Intermediate

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

14

California independent System Operator Corp.

Massachusetts Electric Co.

Narragansett Electric Co.

view England Power

Connecticut Natural Gas Corp.

Southern Connecticut Gas Co.

Consolidated Edison C0. of New York Inc.

Orange and Rockland Utilities Inc,

Buckland Electric Co.

Consolidated Edison inc.

Virginia Electric 81 Power Co,

Dayton Power 8: Light Co.

Northern States Power Wisconsin

Wisconshi Power & Light Co.

Southern indiana Gas & Electric Co.

A-/stable/~

A-/stab!B/A-2

A-/siBbl8/A-2

A-/Stable/A-2

A'/St8bl3/-~

A-/Stable/-

A-/stable/A-2

A5/stable/A-2

A-/Stabl8/--

A-/Stab|8/A-2

A~/Stabl8/A-2

A-/s1able/--

A-/stable/'-

A./stabie/A-2

A-/Stab!e/--

A-/Stable/A~2

A~/Stable/A-2

A-/stabl€/A-2

A~/stable/»

A-/stable/A-2

A-/SIab18/A-2

A-/stabie/A-2

Fxcellent

Excellent

Excellent

EXcellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

lntetmediate

Significant'

Significant*

Sig13ican;*

Intermediate

lnmmmsiare

Significant'

Sig'lilicant*

Significant'

Significant"

Significant'

lntelmediate

intermediate

Intermediate

lmgm\Gdi8iB

Signiflcalvt'

Aggressive

Significant'

Intermediate

SiglMcant"

Significant*

Aqglsssive

Niagara Mohawk Power Corp,

National Grid USA

PacifiCorp

DPL Inc.

MidAmerican Energy CO.

Dominion Resources Inc.

Energy East Corp,
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Issuer Ranking: U.S. Regulated Electfie Utilities, Strongest To Weakest

Wisconsin Public Service Corp.

PPL Electric Utilities Corp.

A-/Negative/A-2

A-/Negative/A-2

Excellent

Excellent

Aggressive

Significant*

Vlhsconsin Energy Corp. BBB+/Positive/A-2 Excellent Aggressive

Significant*

Aggressive

Significant'

Significant*

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

SignifiCant'

SignifiCant*

Significant'

Significant'

SignMcant'

Aggressive

Significant'

Aggressive

Aggressive

Astrfeglve
Significant'

Significant'

Aggressive

Significant'

InlemediB!8

Dncor Electric Delivery Co.LLC BBB+/Stable/~

Public Service Co, of North Carolina Inc. BBB+/Stable/A-2

Southern Califamia Edison Co. BBB+/StablB/A-2

Pacific Gas & Electric Co. BBB+/Stable/A-2

The 8eMhire Gas Co. BBB+/stable/--

Central Maine Power Co. BBB+/Stable/~

South Carolina Electric & Gas Co. BBB+/Stable/A-2

Florida Power Corp. d/b/a Progress Energy Florida Inc. BBB+/Stable/A-2

Carolina Power & Light Co. d/b/a Progress Energy Carolinas inc, BBB+/Stable/A-2

Kentucky Utilities Co. BBB+/st8ble/A~2

Louisville Gas & Electric Cc. BBB+/Stable/~

Oklahoma Gas & Electric Co. BBf3+/Stable/A-2

Public Service Co. of Colorado liner/stable/A-z

Northern States Power Co. BBB+/Stable/A~2

Southwestern Public Service Co. BBB+/Stable/A-2

Interstate Power & Light Co. BBB+/Stable/A-2

New York State Electric 81 Bas Corp. BBB+/Stable/A-2

Xcel Energy Inc. BBB4»/Stable/A-2

Progress Energy inc. BBB+/Stable/A-2

MidAmerican Energy Holdings Co. BBB+/Stable/~

SCANA Corp. BB B+/Stable/»

Alliant Energy Corp. BBB+/Stable/A~2

PG&E Corp_ BBB+/stable/-

E.0N U.S. LLC BBB+/Stable/~

Oss Energy Corp. BBB+/Stable/A-2

Montana-Dakota Utilities Co. BBB+/Stable/~

Enogex LLC BBB+/Stable/"

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Strong

Strong

Satisfactory Significant*

Q

Peoples Gas Light 84 Coke Co. (1118)

North Shore Gas Co.

Peoples Energy Corp.

lmegrys Energy Group Inc.

ALLErE inc.

Portland General Electric Co.

BBB+/Negative/A-2

BBB+/Negative/»

BBB+/Negative/A-2

BBB+/Negative/A-2

BBB+/Negative/A-2

BBB+/Negative/A-2

Excellent

Excellent

Excellent

Excellent

Strong

Strong

Aggressive

Aggressive

Aggressive

Aggressive

Significant'

Significant*

international Transmission Co. BBB/stable/" Excellent Aggressive
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ITC Holdings Corp.

ITC Midwest LLC

Michigan Electric Transmission Co.

Yankee Gas Services Co.

Michigan Consolidated Gas Co.

Tampa Electric Co.

Public Service Electric & Gas Co.

AEP Texas Central Co

AEP Texas North Co

Connecticut Light & Power Co.

Public Service Co. of New Hampshire

Jersey Central Power & Light co.

Columbus Souther Power Co.

Ohio Power Co.

Appalachian Power Co.

NorthWester Corp.

Western Massachusetts Electric Co.

Atlantic City Electric Cm,

Potomac Electnlc Power Co.

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

-Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Exeetent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

EXcellent

Excellent

Excellent

Delmarva Power & Light Co.

Green Mountain Power Corp,

Kentucky Power Co.

Public Service Co. of Oklahoma

Southwestern Electric Power Co.

Metropolitan Edison Co.

Pennsylvania Electric Co.

Cleveland Electric Illuminating Co.

Ohio Edison CD.-

Pennsylvania Power Co.

Toledo Edison Co.

Rochester Gas & Electric Com.

TECOEnergy inc.

Puget Sound Energy inc.

American Electric Paver Co. Inc.

Northeast Utilities

Excellent

Excellent

BBB/stable/~'

BBB/Stable/-

BBB/stable/-'

ass/stable/~

BBB/stabl&/A-2

BB8/stabl8/A.2

BBB/stable/A~2

BBB/stabl€/'-

BBB/Stab|€;~
BBB/stable/-

BBB/stable/~

BBB/stabie/"

BBB/Stable/-

BBB/stabls/'°

BBB/srable/-.

BBB/stabie/"

BBB/Stable/~

asa/stanue/A-2

BBB/stahl8/A-2

BBB!Stabl8/A-2

BBB/Stable/»

BBB/stabl8/~

BBB/stable/"

BBB/stable/~

BBB/stable/-,

BBB/Stabie/~~

ala/sfauxe/»

BBB/Stable/A-2

BBB/stable/*

BBB/stable/~

BBB/Stab|8/--

asa/stable/»

BBB/stable/A-2

BBB/stable/A-2

BBB/siable/»

BBB/stable/-

BBB/stable/~

BBB/5table/-

BBB/stable/A-2

BBB/stable/A-2

BBB/stable/~

.BBB/Stable/»

ass/stade/A»2 u

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent*

Excellent*

Excellent'

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Significant*

Significant'

Significant*

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Significant*

FirstEnergy Corp.

Cleco Power LLC

cieco Corp.

Idaho Power Co.

IDACORP inc.

El Paso Electric Co.

Indiana Michigan Power Co.

PEPE Holdings Inc. `

Excellent'

Excellent'

Strong

Strong
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CounterPoint Energy Houston Electric LLC

Kansas City Power & light Co.

KCP&L Greater Missouri Dperations Co.

Great Plains Energy inc.

CounterPoint Energy inc.

CenterPoint Energy Resources Corp.

Energy Arkansas inc.

Energy Louisiana LLC

Energy Mississippi inc.

Energy Gulf States Louisiana LLC

Energy Texas Inc. - -

Energy Corp. -

System Energy Resources inc.

Hawaiian Electric Co, inc. -

Hawaiian Electric industries inc.

Detroit Edison Co.

DTE Energy Co.

BBB/Negativ€/--

BBB/Negative/A-3

BBB/Negative/»

BB B/Negative/»

BB B/Negative/A-3

BBB/Negative/A-3

838/negative/-.

BBB/Negative/"

aaa/negatsve/~-

B88/Negative/»

BBB/Negative/»

BBB/Negative/~

BBB/Negative/»

BB B/Negative/A-3

888/Negative/A~3

BBB/Negative/A-3

BBB/Negative/A-3

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent'

Excellent*

Excellent'

Excellent*

Excellent*

Excellent'

Excellent*

SUDDQ

Strong

Strong

Strong

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Aggress Ive

Aggressive

Aggressive

Aggressive

Aggressive

Aggressive

Significant*

Significant*

Significant'

Significant*

an

-

Aggressive

lntenmediate

PECO Elergy Co.

Baltimore Gas 8: Eledrit Co.

BBB/Watch Neg/A-2

BBB/Watch Neg/A-2

Excellent

Strung

Westar Energy Inc.

Kansas Gas & Electric Co,

BBB-/positive/~

BBB'/Positive/~

Excellent

Excellent

Aggressive

Aggressive

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent

Excellent'

Excellent*

Potomac Edison Co.

West Penn Power Co.

Monongahela Power Co.

Consumers Energy Go.

CMS Energy Gorp.

Union Electric Co. d/b/a AmerenUE

Empire District Electric Co.

Avista Corp.

Edison lntemationa I

sla¢xElls Power Inc.
Arizona Public Service Co.

Pinnacle West Capital Corp

Allegheny Energy Inc.

Central Illinois Public Service Cu.

Illinois Power Co, |

Ohio Valley Electric Com.

Central Illinois light Co,

BBB-/Stable/"

BBB-/Stable/--

BBB-/stable/"

BBB'/stable/-~

BBB-/5(ab18/A-3

88§,/giable/A-3
BBB-/stable/A-3

BBB-/stable/A-3

BBB-/Stable/"

B8B-/Stable/--

BBB-/Stable/A-3

BB§75iable/A-3

BBB-/stable/A-3

BBB-/Stable/--

BBB-/stable/..

BBB-/Stable/»

BBB-/Stable/--

Strong

-Strong

Strong

Strong

Strong

Strong

Strong

Strong

Satigfactury

Aggressive

Aeelwiw
Aggressive

Aggressive

Aggressive

Significant'

Aggmessiiie

Aggressive

Aggressive

signifiww

Significant'

Significant'

Aggressive

Significant'

Significant'

Aggressive

significant'
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CILCOFIP Inc.

Ameren Corp.

Black Hills Corp.

Otter Tail Corp.

BBB-/stable/ -~

BBB- / s table/A-3

B s w s z a b l e / »

B B B - / s t a b le / "

Satisfactory

Satisfactory

Satisfactory

Satisfactory

Sig n i f icant '

S ig ni f icant *

Significant*

Significant*

Duquesne Light Co.

Northern Ind iana Public Service Co,

Duquesne ugNn Hold ings Inc.

Energy New Or leans Inc.

BBB- / Neg at ive / -

BBB-/negat ive/ -~

BBB- / Neg at ive / -

BBB-/Negat ive/ - -

Excellent

Excellent

Excellent

S t rong *

Hig hly leverag ed

Aggressive

Highly leveraged

Aggressive

al

Commonwealth Ed ison Co, BBB-/watch N69/A-3 Strung Aggressive

an

Dentral Vermont Public Service Corp.

Ind ianapolis Power & Ughs Ce.

IPALCO Enterprises Inc.

Puget Energy Inc.

Tucson Electric Power Co.

BB+/Stabl€/ - -

BB+/S tab le /~

B B + / S t ab |8 / -

98+ / saabf e / ~

58+ / S t ab lé / 8 , 2

Excellent

Excellent

Excellent

Excellent

s t rong

Highly leveraged

Highly leveraged

Highly leveraged

Aggressive

Highly leveraged

1

Nevada Power Co.

Sierra Pacif ic Power Co.

no Energy Inc.

BB/Stable/-~

B B / S t ab ie / -

BB/Stabte/B-2

Excellent

Excellent

Excellent

Highly leveraged

Highly leveraged

Highly leveraged

Q

Texas-New Mexico Power Co.

Public Service Co.  of  New Mexico

PNM Resources Inc.

'As c-fJune 8. 2009.

BB~/Negat ive/~

BB-/Negat ive/B-2

BB-/negafive/B-2

Satisfactory

Satisfactory

Satisfactory

Highly leveraged

Highly leveraged

Highly leveraged
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Criteria | Corporates| General: ,

Criteria Methodology: Business
Risk Matrix Expanded

Risk/Financial

(Editor's Note: In the previous version of this article published on May 26, certain of the rating outcomes in the

table 1 matrix were misdated. A corrected version follows.)

Standard ac Poor's Ratings Services is refining its methodology for corporate ratings related to its business

risk/financial risk matrix, which we published aspart of 2008 Corporate Ratings Criteria on April 15, 2008, on

RatingsDirect at www.raringsdirect.com and Standard ac Poor's Web site at www.standardandpoors.com.

This article amends andsupersedes the criteria as published in Corporate Ratings Criteria, page 21, and the articles

listed in the "Related Articles" section at the end of this report.

This article is part of a broad series of measures announced last year to enhance our governance, analytics,

dissemination of information, and investor education initiatives. These initiatives are aimed at augmenting our

independence, strengthening the rating process, and increasing our transparency to better serve the global markets.

We introduced the business risk/financial risk matrix four years ago. The relationships depicted in the matrix

represent an essential elementof our corporate analytical methodology.

We are now expanding the matrix, by adding one category to both business and Financial risks (see :able 1). As a

result, the matrix allows for greater differentiation regarding companies rated lower than investment grade (i.e., 'BB'

and below).

Table 1

Business Risk Profile Financial Risk Pmfila

Minimal N l d c s i lntsrmedieto Highly Leveraged

Excellent AAA AA A

Strong .AA A A- BB-

Satisfactory A- BBB+ BBB BB+ BB- B i

Fair . . BBB- BB+ BB BB- B

Weak . . BB BB- B+ B-

Vulnerable -- . - -- B+ B CCC+

These rating outcomes are shown for guidance purposes only. Actual rating should be within Erie notch of imimwd rating outcomes.

The rating outcomes refer to issuer credit ratings. The ratings indicated in each cell of the matrix are the midpoints

of a range of likely rating possibilities. This range would ordinarily span one notch above andbelow the indicated

rating.

Signiiicam Agqnssilta

A- BBB

BBB BB

Standard ac Poor's Ratingsbirect | May 27, 2009
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Criteria I Corp orates \ General: Criteria Methodology: Business Risk/Financial Risk Matrix Expanded

Business Risk/Financial Risk Framework
Our corporate analytical methodology organizes the analytical process according to a common framework, and Ir

divides the task into several categories so that all salient issues are considered. The first categories involve

fundamental business analysis; the financial analysis categories follow.

Our ratings analysis starts with the assessment of the business and competitive profile of the company. Two

companies with identical financial metrics can be rated very differently, to the extent that their business challenges

and prospects differ. The categories underlying our business and financial risk assessments are:

Business risk

• Country risk

» Industry risk

» Competitive position

¢ Profitability/Peer group comparisons

Financial risk

I Accounting

| Financial governance and policies/risk tolerance

a Cash flow adequacy

• Capital structure/asset protection

1 Liquidity/short-term factors

We do not have any predetermined weights for these categories. The significance of specific factors varies from

situation to imation.

Updated Matrix
We developed the matrix to make expiidt the rating outcomes that are typical for various business risk/financial risk

combinations. It illustrates the relationship of business and financial risk profiles to the issuer credit rating.

We tend to weight business risk slightly more than financial risk when differentiating among investment-grade

ratings. Conversely, we place slightly more weight on financial risk for speculative~grade issuers (see table 1, again).

There also is a subtle compounding effect when both business risk and financial risk are aligned at extremes (i.e.,

excellendminimal and vulnerable/highly leveraged.)

The new, more granular version of the matrix represents a refinement--not any change in rating criteria or

standards--and, consequently, holds no implications for any changes to existing ratings. However, the expanded

matrix should enhance the transparency of the analytical process.

Financial Benchmarks

www.standardandpouracom/ratingsdirect 3
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Table z

FFO/D¢bt(°/u) n»l»v£BlrnAlxl

Minimal

Modest

Intermediate

Significant

Aggressive

Highly Leveraged

greater than 60 less than 1.5

45-B0 1.5-2

30-45 2-3

20-30 3-4

12-20 4-5

less than 12 greater than 5

Debt/Capital (%)

less than 25

25-35

35.45

45-50

50-60

greater than 60

How To Use The Matrix--And Its Limitations
The ratio matrix indicative outcomesare what we t call observe-~but are not meant to be recipe indications org up y P
guarantees of future rating opinions. Positive and negative nuances in our analysis may lead to a notch higher or

lower than the outcomes indicated in the various cells of thematrix.

In certain situations there may be specific, overarching risks that are outside the standard framework, e.g., a

liquidity crisis, major litigation, or large acquisition. This often is the case regarding credits at the lowest end of the

credit spectrum--i.e., the 'CCC' category and lower. These ratings, by definition, reflect some impending crisis or

acute vulnerability, and the balanced approach that underlies the matrix framework just does not lend itself to such

situations.

Similarly, some matrix cells are blank because the underlying combinations are highly unusual--and presumably

would involve complicated factors and analysis.

The following hypothetical example illustrates how the tables can be used to better understand our rating process

(see tables 1 and 2).

We believe that Company ABC has a satisfactory business risk profile, typical of a low investment-grade industrial

issuer. If we believed its financial risk were intermediate, the expected rating outcome should be within one notch of

'BBB'. ABC's ratios of cash flow to debt (35%) and debt leverage (total debt to EBITDA of 2.5x) are indeed

characteristic of intermediate financial risk.

It might be possible for Company ABC to be upgraded to the 'A' category by, for example, reducing its debt burden

to the point that financial risk is viewed as minimal. Funds from operations (FFO) to debt of more than 60% and

debt to EBITDA of only 1.5x would, inmost cases, indicate minimal,

Conversely, ABC may choose to become more financially aggressive-perhaps Ir decides to reward shareholders by

borrowing to repurchase its stock. Ir is possible that the company may fall into the 'BB' Category if we view its

financial risk as significant. FFO to debt of 20% and debt to EBITDA ex would, in our view, typify the significant

financial risk category.

Still, it is essential to realize :her the financial benchmarks are guidelines, neither gospel nor guarantees. They can

vary in nonstandard cases' For example, if a company's financial measures exhibit very little volatility, benchmarks

may be somewhat more relaxed.

Standard BC Poor's Ratingsbirect | May 27, 2009 4
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Criteria I Corporates I General: Criteria Methodology: Business Risk/Financial Risk Matrix Expanded

Moreover, our assessment of financial risk snot as simplistic as looking at a few ratios. It encompasses-

•

a view of accounting and disclosure practices;

a view of corporate governance, financial policies, and risk tolerance;

the degree of capital intensity, flexibility regarding capital expenditures and other cash needs,including

acquisitions and shareholder distributions; and

various aspects of liquidity-including the risk of refinancing near-term maturities.

The matrix addresses a company's standalone credit profile, and does not take account of external influences, which

would pertain in the case of government-related entities or subsidiaries that in our view may benefit or suffer from

affiliation with a stronger or weaker group. The matrix refers only to local-currency ratings, rather than

foreign-currency ratings, which incorporate additional transfer and convertibility risks. Finally, the matrix does not

apply to project finance or corporate securitization.

Related Articles
Industrials' Business Risk/Financial Risk Matrix--A Fundamental Perspective On Corporate Ratings,published April

7, 2005,on RatingsDirect.

I
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McGill, James T{z71171 )

From:
Sent:
To:
Cc:
Subject:

Dolyniuk, Karen E(J97440)
Monday, June 22, 2009 1:55 PM
'Bettinelli, Antonio'
McGill, James T(Z71171)
Maricopa Term Sheet and Final OS

Attachments: APS Maricopa Series 2009A-E Term Sheet.pdf: APS - Maricopa Official Statement.pdf

Hi Tony! I believe this is what you need to finalize the ratings for Aps. If you need anything else, please let me or Jim
know.

APS Marioopa AFS ,, Marltopa
Series 2009A-E Te.. .  Ufficial  Statem.. .

Karen E. Dolyniuk, CTP
Manager, Treasury Dperations
Pinnacle West Capital Corporation
Phone: 602-250-5680
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McGill, James T(Z71171 )

From: Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.com]

Sent: Tuesday, June 23, 2009 11:03 AM

To: Dolyniuk, Karen E(J97440)

Cc: McGill, James T(Z71171 )

Subject: RE: Maricopa Term Sheet and Final OS

Attachments: Arizona Public Service _RL_2009June23.PDF

Karen,

Here is your signed copy of our ratings letter.

Tony Bettinelli
Associate
U.S. utamies & Infrastructure
Standard & Poor's Corporate Ratings
San Francisco, CA
(415)371 -5067
tony_bettineIli@sandp.com

From:Karen.Dolyniuk@aps.oom [mailtozKaren.Dolynluk@aps.com]
Sent:Tuesday, June 23, 2009 8:32 AM
To: Bettinelli, Antonio
Subject: RE: Maricopa TermSheet andFinal as

Thank you!

Karen E. Dolyniuk, CTP

Manager, Treasury Operations
Pinnacle West Capital Corporation
phone: 602-250-5630

From: Bettinelli, Antonio [mailho:Antonio_BettlnelIi@standardandpoors.com]
Sent: Monday, June 22, 2009 6:42 PM
To: Dolyniuk, Karen E(J97440)
Subject: RE: Maricopa Term Sheet and Final OS

Working on this.

From:Karen.Dolyniuk@aps.com [maIlto:Karen.Dolyniuk@aps.com]
Sent: Monday, June 22, 2009 1-55PM
To: Bettinelli, Antonio
Cc: James.MCgllI@ pirmaclewest.com
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Hi Tony! I believe this is what you need to hndize the ratings for APS. If you need anything else, please let me or Jim know.

Subject: Maricopa Term Sheet and Final as

Karen E. Dolyniuk, CTP
Manager, Treasury Operations
Pinnacle West Capital Corporation
Phone: S02-250-5630

-- NOTICE -~- ,
M s message is for the designated recipient only and may contain confidential, privileged or proprietary information. If
you have received it in error, please notify the sender immediately and delete the original and any copy or printout.
Unintended recipients are prohibited from rnaldng any other use of this e-mail. Although we have taken reasonable
precautions to ensure no viruses are present in this e-mail, we accept no liability for any loss or damage arising from the
use of this e-mail or attachments, or for any delay or errors or omissions in the contents which result from e-mail
transmission.

Email Firewall made the following annotations

The information contained in this message is intended only for the recipient, and may be a confidential attorney-client communication or may otherwise
be privileged and confidential and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent
responsible for delivering this message to the Intended recipient, please be aware that any dissemination or copying of this communication is strictly
prohibited. If you have received this communication in error, please immediately notify us by replying to the message and deleting It from your computer.
The McGraw-Hill Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or
information sent to or from McGraw-Hlll employee e~mail addresses without informing the sender or recipient of the message.

.I
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STANDARD
&POOR'S

Compare I. Gmnemmemt Rulings 55 Water Street
New York, NY 1oo41-ooo3

June 23, 2009

Mr. James T. McGill
Director of Corporate Finance & Treasury
Arizona Public Service Co.
400 5th Street
MS-9996
Phoenix, AZ 85904

ARIZONA PUBLIC SERWCE COMTANY
Maricopa Countv Arigena Pollution Control Revenue Bonds
$35,975,000 Series A 6.00% dueMay 1. 2029
$32.000,000 Series B 5.50% due May 1. 2029
$322000.000 Series CO. 75% due May I . 2029
$32,000,000 Series' D 6.00% dueMap 1, 2029
$32,000,000 Series E 6.00% due Mav 1. 2029

Dear Mr. McGill:

Pursuant to your request for a Standard & Poor's rating on the above-referenced obligations, we
have reviewed the information submitted to us and, subject to the enclosed Terms and
Conditions, have assigned orating of "BBB-".

The rating is not investment, financial, or other advice and you should not and cannot rely upon
the rating as such. The rating is based on kiformadon supplied to us by you or by your agents but
does not represent an audit. We undertake no duty of due diligence or independent verification
of any information. The assignment of a rating does not create a fiduciary relationship between
us and you or between us and other recipients of the rating. We have not consented to and will
not consent to being named an "expert" under the applicable securities "laws, including without
limitation, Section 7 of the U.S. Securities Act of 1933. The rating is not a "market rating" nor is
it a recommendation to buy, hold, or sell the obligations.

This letter constitutes Standard & Poor's permission to you to disseminate the above-assigned
rating to interested parties. Standard & Poor's reserves the right to inform its own clients,
subscribers, and the public of the rating.

Standard & Poor's relies on the issuer and its counsel, accountants, and other experts for the
accuracy and completeness of the 'information submitted in connection with the rating. This
rating is based on financial information and documents we receive prior to the issuance of this

letter. Standard & Poor's assumes that the documents you have provided to us are final. If any

www.standardandpoors.com

Re:

I
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subsequent changes were made in the final documents, you must notify us of such changes by
sending us the revised final documents with the changes clearly marked.

To maintain the rating, Standard & Poor's must receive dl relevant financial information as soon
as such information is available. Placing us on a distribution list for this information would
facilitate the process. You must promptly notify us of ad] malerid changes in the financial
information and the documents. Standard & Poor's may change, suspend, withdraw, or place on
CreditWatch the rating as a result of changes in, or unavailability of, such information. Standard
& Poor's reserves the right to request additional information, if necessary, to mahitdn the rating.
Please send d l information to Antonio Bettinelli at Standard & Poor's Corporate Ratings, 55
Water Street, New York, NY 10041 .

Standard & Poor's is pleased to have the opportunity to be of service to you. For more
informationplease visit our website at .§mMdandpoors.wm. If we can be of help in any
other way, please contact us. Thank you for choosing Standard & Poor's and we look forward to
working with you again.

Very truly yours,

Standard & Poor's Ratings Services,
a division of The McGraw-Hill Companies, Inc.

/ '
m»¢»4 r /QM/a'4- I

Analytical Contact: Antonio Bettinelli
Phone: 415-371-5067
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s'18\nDARD
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Standard & Poor's Ratings Services
Terms and Conditions

Applicable To
U.S. Corporate Ratings

Scope of Rating The Company understands and agrees that (i) an issuer rating reflects Standard & Poor's current opinion
of the Company's overall Financial capacity to pay its financial obligations as they come due, (ii) an issue rating reflects
Standard & Poor's current opinion of the likelihood that the Company will make payments of principal and imaest on a
timely basis in accordance with the terms of the obligation, (iii) a rating is an opinion aid is not a variable statement of tact,
(iv) ratings are based on information supplied to Standard & Poor's by Me Company or by its agents and upon other
information obtaixred by Standard & Poor's firm other sources it considers reliable, (v) Standard & Poor's does not perform
an audit 'm connection with any rating and a rating does not represent an audit by Standard & Poor's, (vi) Standard & Poor's
relies on the Company, its accountants, counsel, and other experts for the accuracy and completeness of the information
submitted in connection with the rating and surveillance process, (vii) Standard & Poor's undertakes no duty of due
diligence or independent verification of any information, (viii) Standard & Poor's does not and cannot guarantee the
accuracy, oomplderress, or timeliness of the information relied on in connection with a rating or the results obtained from the
use of such information, (ix) Standard & Poor's may raise, lower, suspend, place on CreditWatch, or withdraw a rating at
any time, in Standard & Poor's sole discretion, and (x) a rating is not a "market" rating nor a recommendation to buy, hold,
or sell any 'financial obligation.

Publication. Standard & Poor's reserves the right to publish, disseminate,.or license others to publish or disseminate the
rating and the rationale for the rating unless the Company specifically requests that the rating be assigned and maintained on
a coniidentid basis. If a' contidentid rating subsequently becomes public through disclosure by the Company or a third
party other than Standard & Poor's, Standard & Poor's reserves the right to publish it. As a matter ofpolicy, St811dard &
Poor's publishes ratings for all public issues in the U.S. market and l44A issues with registration rights. Standard & Poor's
may publish explanations of Standard & Poor's ratings criteria son: time to time and nothing in this Agreement shall be
construed as limiting Standard & Poor's ability to modify or refine Standard & Poor's criteria at any time as Standard &
Poor's deems appropriate. . .

Information to be Provided by the Company. The Company shall meet with Standard & Poor's for an analytic review at
any reasonable time Standard & Poor's requests. The Company also agrees to provide Standard & Poor's promptly with
all information relevant to the rating and surveillance of the rating including information on material changes to
information previously supplied to Standard & Poor's. The ring may be affected by Standard & Poor's opinion of the
accuracy, completeness, timeliness, and reliability of information received from the Company or its agents. Standard &
Poor's undertakes no duty of due diligence or independent verification of information provided by the Company or its
agents. Standard & Poor's reserves the right to withdraw the rating ifthc Company or its agents fails to provide Standard
& Poor's with accurate, complete, timely, or reliable information.

Confidential Infornrmaltion. For purposes of this Agreement, "Confidential Information" shall mean information received
by Standard & Poor's Hom the Company which has been marked "Proprietzuy and Confidential" or in respect of which
Standard & Poor's has received &own the Company specific written notice of its proprietary and confidential nature.
Notwithstanding the foregoing, information disclosed by the Company shall not be deemed to be Confidential
Information, and Standard & Poor's shall have no obligation to treat such information as Confidential Information, if
such information (i) was substamiadly known by Standard & Poor's at the mc of such disclosure, (ii) was known to the
public at the time of such disclosure, (iii) becomes known to the public (other than by Standard & Poor's act) subsequent
to such disclosure, (iv) is disclosed lawMly to Standard & Poor's by a third party subsequent to such disclosure, (v) is
developed independently by Standard & Poor's without reference to the Confidential Information, (vi) is approved in
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writing by the Company for public disclosure, or (vii) is required by law no be disclosed by the Company or Standard &
Poor's provided that notice of such required disclosure is given to the Company. Commaicing on the date hereof
Standard & Poor's will use Confidential Information only in connection with the assignment and monitoring of ratings
and will not direly disclose any Confidential information to any third party. Standard & Poor's may also use
Confidential Information for research and modeling purposes provided that the Confidential Information is not presented
in a way than can be directly tied to the Company. The Company agrees that the Confidential Information may be used to
raise, Iowa, suspend, withdrew, place on CreditWatch, and change the Outlook assigned to any rating if the Confidential
information is not directly disclosed.

Standard & Poor's Not an Advisor. Fiduciarv, or Expert. The Company understands and agrees that Standard & Poor's
is not acting as an investment, financial, or other advisor to the Company and that the Company should not and cannot
rely upon the rating or any other information provided by Standard & Poor's as investment or financial advice. Nothing
in this Agreement is intended to or shouldbe construed 8 creating a fiduciary relationship between Standard & Poor's
and the Company or between Standard& Poor's and recipients of the rating. The Company understands and agrees that
Standard& Poor's has not consented to and will not consent to being named an "expert" under the applicable securities
laws, including without limitation, Section 7 of the U.S. Securities Act of 1933.

Limitation on Damages. The Company agrees that Standard & Poor's, is officers, directors, shareholders, and
employees shall not be liable to the Company or any other person for any actions, damages, claims, liabilities, costs,
expenses, or losses in any way arising out of or relating to the ratting or the related analytic services provided for in an
aggregate amount in excess of the aggregate fees paid to Standard & Poor's for the rating, except for Standard & Poor's
gross negligence or willful rniscondrm. In no event shall Standard & Poor's, its officers, directors, shareholders, or
employees be liable for consequential, special, indirect, incidental, punitive or exemplary damages, costs, expenses, legal
fees, or losses (including, without limitation, lost profits and opportunity costs). In lintheranoe and not in limitation of
the foregoing, Standard & Poor's will not be liable in respect of any decisions made by the Company or any other person
as a result of the issuance of the rating or the related analytic Services provided by Standard & Poor's hereunder or based
on anything that appears to be advice or recommendations. The provisions of this paragraph shall apply regardless of the
form of action, damage, claim, liability, cost, expense, or loss, whether in contract, statute, 'tort (including, without
limitation, negligence), or otherwise. The Company acknowledges and agrees that Standard & Poor's does not waive
any protections, privileges, or detletrses it may have under law, including but not limited to, the First Amendment of the
Constitution of the United States of America.

Term. This Agreement shall tenninaxe when the remingsaxe withdrawn. Notwithst8nlding the foregoing, the panagiaphs
above, "Confidential Information", "Standard & Poor's Not an Advisor, Fiduciary, or Expert", and "Limitation on
Damages",shallsurvive the termination of this Agreement orany withdrawal ofa maxing.

Third Parties. Nothling in this Agreement, or the rating when issued, is intended or should be construed as creatingany
rights on behalf of any third parties, including, Without limitation,any recipient of the rating. No person is.intendedas a
third party beneficiary to this Agreement or to the rating when issued.

BindingEffect, This Agreement shall bebindingon, and inure to the benefit o£ the partieshereto and their successorsand
assigns.

Severability. he the event that any tern or provision of this Agreement shall be held to be invalid, void, or
unenforceable, then the remainder of this Agreement shall not be aflbmed, impaired, or invalidated, and each such tem
and provision s be validand enforceable to the fullestextantpermitted by law.

Complete Azieement. This Agreement constitutes the complete agreement between the parties with respect to its subject
matter. This Agreement may not be modified except in a writingsigned by authorized representatives of both parties.

Governing Law. This AgreeMent and the rating letter shall be governed by the internal laws of the State of New York.
The parties agree that the state and federal courts of New York shall be the exclusive forms for any dispute arising out
of this Agreement and the partieshereby consent to the personal jurisdiction of such courts.
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McGill, James T(z11171 )

From:
Sent:
To:
Subject'

Dolyniuk, Karen E(J97440)
Tuesday. June 23, 2009 12:41 PM
McGi\1, James T(Z71171 )
FW: Maricopa Term Sheet and Final OS

Attachments: APS Maricopa Series 2009A-E Term Sheet.pdf, APS - Maricopa Official Statement.pdf

From:
gem:
To:
CCS
Suhdect:

Dolyniuk, KarenE(J97440)
Monday,June Hz, 2009 1:56PM
'laura.sd1umad1er@moodys.com'
MCGWI, James T(Z71171)
Maricopa Tam Sheet andFind OS

Hi Laura! Attached is the tem sheet and final offering statement for the Maricopa bonds. If you need anything else,
please let Jim or me know.

Thanks.

i
e.

) Per

\
L

. ,-._

APS Maricopa APS - Marloopa
Series 2009A-E Te... ofnaaI Starter...

Karen E. Dolyniuk, CTP
Manager, Treasury Operations
Pinnacle West Capital Corporation
Phone: 502-250-5530
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McGill, James Tlz711/1?

From:
Sent:
To:
Cc:
Subiectz

Dolyniuk, Karen E(J97440)
Tuesday, June 23, 2009 1:49 PM
'philip.smyth @fitchratings.com'
McGill, James T(Z71171)
FW: Maricopa Floral Official Statement and Term Sheet

Attachments: APS - Marcopa Official Statement.pdf, APS Maricopa Series 2009A-E Term Sheet.pdf

Phil, attached are final documents for the Maricopa refunding we will be closing on this Friday. If you have anyquestions,
please Qive Jim or me a call. Thanks.

,ws - Maricopa APS Maricopa
O1Ticial slates... merles 2009A~E Te...

Karen E. Dolyniuk, CTP
Manager, Treasury Operations
Pinnacle West Capital Corporation
Phone: 602-250-5630
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McGill, James T(Z71171)

From: Bettinelli, Antonio [Antonio_Bettinelli@standardandpoors.com]

Sent: Wednesday, June 24, 2009 5:00 PM

To: McGill, James T(Z71171 )

Subject: S&P Financial Ratios follow up

Attachments: PNW 2008 Ratios.xls

Jim,

FirSt quarter financial metrics are based on 2008 year end numbers (since Q1 metrics are TTM). Before reviewing our QS metric rd
like you to take a look at our 2008 YE calculations.

Tony Bettinelli
Associate
U.S. Utilities & Infrastructure
Standard & Poor's Corporate Ratings
San Francimo, CA
(415)371 -5067
tony__bettineili@sandp.com

The Information contained In this message \s Intended only for the recipient, and may be a confidential attorney-cllent communication or may otherwise
be privileged and oonfldentlal and protected from disclosure. If the reader of this message is not the intended recipient, or an employee or agent
responsible for delivering this message to the intended recipient, please be aware that any dissemination or copying of this communication is strictly
prohibited. If you have received this communication In error, please immediately notify us by replying to the message and deleting it from your computer.
The McGraw-Hlll Companies, Inc. reserves the right, subject to applicable local law, to monitor and review the content of any electronic message or
information sent to or from McGraw-Hlll employee e-mall addresses without informing the sender or recipient of the message.
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Pinnacle West Capital Corp.
Industry Sector: Electric

December 2008

624.2
(46.7)
117.3
233.5
105.2

5,043.0
0.0

3,446.0
8,489.0

(Mil. s)
Revenues
Net income from continuing operations
Funds from operations (FFO)
Capital expenditures
Cash and short-term investments
Debt
Preferred stock
Equity
Debt and equity .
Adjusted ratios
EBIT interest Coverage (x)
FFO inf. coy. (x)
FFo/debt (%)
Discretionary cash flow/debt (%)
Net Cash Flow I Capex (%)
Debt/debt and equity (%)
Return on common equity (%)
Common dividend payout ratio (in-adj.) (%)
*Fully adjusted (including postretirement obligations).

2.2
4.3

18.0
(6.8)
73.4
59.4
5.0

95.6
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OPERATING ACTIVITIES 2008
213.6
424.0
158.0
18.2
18.6
00.4

Income from continuing operations

D&A

Deferred taxes

Sale of PP&E and investments - gain/(loss)

AFUDCEQ (cash How)

Funds from operations - other

Funds from operations, reported

.Accounts receivable - decrease (increase)

Inventory decrease (increase)

Accounts payable and accrued liabllMes- increase (decrease)

Income taxes - accrued - increase (decrease)

Current assets and liabilities - other - net change

Working capital changes, reported

Cash How from operating activities

875.5
80.8
22.8
(69.4)
@NA

(1245)
(90.5)
785.0

R epor t ed
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Table 3.
Reconciliation Of Pinnacle West Capital Corp. Reported Amounts With Standard8¢ Pools Adjusted Amounts (mil. $)*

-Fiscal year ended Dec. 31, 2008-
Pinnacle West Capital Corp. reported amounts

Reported
Debt

3,879.7

Interest
expense

197.5

Cash flow from Cash flow from
operations operations

785.0 785.0

23.9 55.5
(3.9)

56.6
(3.9)

398.6
442.2

40.7 ans

282.4
18.8
16.3

(18.8)
18.8

Rh

(18.8)
18.8
90.5

(20.7)
122.4

Standard a Poor's adjustments
Operating leases
Postretirement benefitobligations
Accrued interestnot includedin reported debt
Capitalized interest
Power purchase agreements
Reclassification of working-capital cash flow changes
US decommissioning fundcontributions
Total adjustments
Standard & Poor's adjustedamounts

1,183.9 59.0
(20.7)
31 .g

Adjusted
Debt
5,043.60

Interest
expense

256.5

Cash flow from Funds from
operations operations

818.9 907.4

nun
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