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ABOUTTHE COMPA1M
Arizona Public Service Company

is engaged principally in the genera-
tion and sale of electricity and in the
purchase and sale of natural gas.

Successor to a series of small
utilityoperations originating in
1886, the company was incor-
porated in 1920 under the laws of
Arizona and has operated under its
present name since 1952.

Serving in an area that includes

all or part of 12 ofArizona's 15
counties, it is estimated that the
company's electric and/or natural
gas service reaches approximately
2,006,000 people, or about 70% of
the state's population.

The company's principal execu-
tive offices are located at 411 North
Central Avenue, Phoenix, Arizona.
Phone: (602) 271-7900.
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ANNUALMEETING OF
STOCKHOLDERS

Allstockholders are invited to
attend the company's sixty-third

annual mccting. It willbe held at 10
a.m. Thursday, April 21, 1983 in

The Grand Ballroom of the Ramada
Townchousc, 100 West Clarendon,

Phoenix, Arizona.
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Executive offices of Arizona Public Service Company
are located at 411 North Central Avcnuc,
Phoenix, Arizona—(602) 271-7900
Shareholder contact:
Write to thc Office of the Secretary, Sta. 1892, at the address below.
Mailing address:
P.O. Box 21666, Phoenix, AZ 85036
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HIGHLIGHTS 1982

1982 1981 1980

Pro er and Plant:
Total utilityplant,

year cnd
Capital expenditures

Sales and Customers:

$ 4, 198,466,000
$ 53 1,997,000

$ 3,688,270,000 $ 3,199,927,000
S 558,453,000 S 504, 120,000

Total operating
rcvcnues

Total electric sales
(mwh)

Electric customers,
year cnd

Total gas sales
(m thcrms)

Gas customers,
year end

12,950,727

449,244

397,394

339,443

13,387,998

438,853

412,846

341,184

1 1,877,722

421,803

432,277

340,248

$ 1,064,453,000 S 882,154,000 S 765,760,000

Income Earnings Dividends:
Nct income
Earnings for common

stock
Average common

shares outstanding
Earnings (based on

average shares
outstanding)

Dividends paid pcr
sharc of common
stock

Shareholders:

59,549,685 52,289,259 42,960,655

330 S 326 S 2.75

2.40 S 220 S 2.06

$ 231,043,000 S 197,434,000 S 143,290,000

$ 196,227,000 S 170,648,000 S 118,228,000

Common
Preferred

~Em lo ~ees eer eod:

120,623
9,033

7 047

119,825
6,339

6 231

110,416
6,745

5 538

COMMON STOCK PRICE RANGES
(Symbol: AZP)

1982
1st Quarter
2nd Quarter
3rd Quarter
4th Quarter

1981

1st Quarter
2nd Quarter
3rd Quarter
4th Quarter

High
$ 21/'~

22
23/',
25/8

$ 18~/„

18y8
1 7'I/
195/

Low
S 18

19/g
19/8
215/8

$ 15/',
15/8
16y,
16~/

Dividend
Per Share

S .57
.57
.63
.63

S .53
53

.57

.57
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O. Mark De Mlcbele, Kellb L. 'Ihrley

TO OUR SHAREHOLDERSi

~

~

e are pleased to report that,
despite a difficultyear for the
Arizona economy, our earn-

ings for 1982 reached $ 3.30 per
share, up slightly from the $ 3.26
achieved in 1981. The actions we took
to adjust to changing economic
conditions, along with favorable rate
decisions in 1981, resulted not only
in better earnings, but improvements
in a number of key financial ratios,
particularly internal cash generation,
which reached 18 percent of our
capital expenditures, compared to 9
percent last year.

1982 was also the most successful
"coal" year in our company's history,
a year in which nearly 94 percent
ofour customers'lectric needs were
met with economical coal-fired~
generation. The details of this success
can be found elsewhere in this report.
Worth mentioning here is the fact
that our decision made more than 20
years ago —to move from natural
gas to coal, burned in large plants
owned jointly with neighboring
utilities—has proved to be a very
sound one for our company as well
as for our customers, whose monthly
electric bills have reflected the result-
ing saving of over 81.5 billion.in
generation fuel costs over the past
decade.

With the completion of the first
of three Palo Verde Nudear Generating
Station units we'l be virtually
independent of oil and natural gas
as fuels for generating electric power,
and our customers will be assured
ofabundant energy supplies produced
by the most economical fuels
available.

We recognize that a reasonably
good financial year and efficient
power plant operation are not reasons
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for complacency. The fact is that
we cannot expect to see an improve-
ment in our earnings picture this
year, or in the years ahead, until we
begin to see Palo Verde reflected
in the rate base.

While others are cutting back to
adjust to the nation's economic
downturn, we must continue to build;
at-a time when our ratepayers are
already feeling the brunt of economic
setbacks, we must ask for additional
rate increases.

After 10 years ofplanning, engi-
neering and building, the largest single
investment our company has ever
made to meet Arizona's energy needs—
Palo Verde —must begin to earn a
return. Consequently, we began
a rate increase request program last
August; that is designed to gradually
phase in our Palo Verde investment.

We recognize, of course, that a
program ofrate increases reflecting an
investment of Palo Verde's magni-
tude willresult in a sizable impact on
our customers. But Palo Verde remains
the best, most economical invest-
ment. we could have made to meet
Arizona's growing energy needs. Once
the. plant is fully incorporated into
rates, our company and our cus-

'omers should enter a period of long-
'erm rate stability that willenhance

our state's continued growth and
prosperity.

As for the longer-term future,
we recognize that expensive new
power plants that might be required
are by far the most significant factor
in higher utilityrates. This is why
we are doing everything we can today
to manage the growth in demand
for power on our system, so that we
can push the need for new generating
facilities further into the future
while improving our profitability.

We are also seriously examin-
ing the long-term direction of our
company. As an investor-owned
utility, our immediate obligation is to

remain financially sound and suc-
cessful; we must pursue a course of
action that is best for our company
and our shareholders, as well as
our customers. Our program to phase
Palo Verde into rates is a case in point.

To be ready for longer-term
changes in our business environment,
we have stepped up our strategic
planning efforts. The issues we are
examining are many and varied, but
all are of major importance to the
long-term future of the company.

For instance, we have begun to
explore ways to better anticipate,
program and manage our future
capital expenditures so that burden-
some financing requirements can
be avoided while, at the same time,
service requirements can be met at the
lowest possible cost.

For the more immediate future,
we'e looking at ways to enhance
revenues without increasing peak
demands for power. We'e tackling
head-on an extremely difficultissue
that is generic to the industry as
a whole: whether there are new,
creative ways for dealing with the
problems customers on low or fixed
incomes are having in paying increas-
ing energy bills. We'e already made
a step forward on this issue through
the establishment of a voluntary
assistance program called Project
S.H.A.R.E., highlighted later in
this report.

In our planning, and in our
current operations, we willcontinue
to conduct our business in a sound
and profitable manner: one that is
beneficial to our shareholders as well
as to our customers. Our ability to
maintain and improve our financial
position and provide first-rate service

to our customers is the direct result
ofa sustained effortby our employees.
Their dedication and professionalism
have been key to our success in
the past and willcontinue to be
mainstays of our performance in
the future.

These are difficulttimes and
solutions to the many complex prob-
lems a major utilitymust resolve
are not easy to find. We appredate
the understanding and support you
have shown in years past. We hope
we willcontinue to earn your confi-
dence in the challenging years ahead.

Keith L. 'Ibrley
Chairman and Chief Executive Officer

O. Mark De Michele
President and Chief Operating Officer
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Earnings, Dividends, and Reinvested
Earnings Per Average Share of
Common Stock

13 Retnvested Eamlngs (R)
(3 Dividends PaId (D)
$23 Eamtngs(E)

$3.15(E) $2.90(E) $2.75(E) $326(E) $3.30(E)
$ 1A2(R) $ .96(R) $ .69(R) $1.06(R) $ SO(Q
$ 1.73(D) $ 1.91(D) $2AS(D) $220(D) $2AO(D)

$ 1

THE YEAR IN REVIEW
s our nation and our state strug-

gled with 1982's economic
uncertainties, our company

not only acted to adapt to the reces-
sionary economy, but took a number
of steps aimed at maintaining and
strengthening the company's financial
position. Our management structure
was reorganized to improve effi-
ciency; a company-wide effort to
cut operating budgets for 1983 was
launched; and we aggressively pursued
rate case actions at both state and
federal levels.

We improved our earnings in
1982, due primarily to the rate incrmse
granted in the fall of 1981, lowered
interest costs and an overall effort
to control our costs and operate more
efficiently. Year-end 1982 earnings
were $ 3.30 per share, up from 83.26
per share last year.

Dividends paid per common
share totaled $ 2.40 in 1982, up from
the 82.20 paid in 1981. The current
annual dividend rate is $ 2.52 per
share and represents the seventh
consecutive year in which the com-
pany has increased its dividend on
common stock.

RATE ACTIVITIES
s apart ofan October, 1981 rate

case settlement, we agreed
not to file for further general

rate increases that would become
effective in 1982. However, ifwe
are to preserve our earnings position
in 1983 —and the financial health so
important to the success of our con-
struction program —we must have
assurance of adequate rate levels in
the years ahead. Thus we have
asked for 1983 increases in our re-
tail electric and natural gas rates
totaling $ 101 million.

The essence of our electric
rate filingis a request to begin includ-
ing a share of the investment in the
Palo Verde Nuclear Generating
Station in the rate base. This will
begin a process designed to phase
our investment in Palo Verde into
rates over a period ofyears. Such

a program willminimize costs over
the long run, avoid sudden large
jumps in rates, and reduce —or elimi-
nate —the need for rate increases
later in the decade.

Testimony filed at the end of
January by independent consultants
to the Arizona Corporation Commis-
sion's staff supported an increase
in basic rates of $ 62.3 million, and
additional amounts, via changes
in the fuel adjustment clause, which
provide further incentive for econ-
omy intercliange sales to other
utilities.

Though the consultants recom-
mended that a lesser amount of
Palo Verde construction work in
progress be included in the rate base
than had been requested (from
$ 400 million to $ 150 million), they
did recommend additional increases
in tax normalization, which would
also improve the company's internal
cash generation.

Hearings on our filingbegan
February 22, 1983.

Last spring, the company also
filed with the Federal Energy Regu-
latory Commission for an increase in
wholesale electric rates, the first
such APS case involving fullnormali-
zation of income taxes. Hearings
willbegin this April.Meanwhile, two
other cases filed prior to this one
are still being considered by FERC.

Our projections indicate that,
assuming favorable rulings on our
pending rate cases as well as normal
weather and other operating condi-
tions, debt coverage should improve
during 1983 and internal cash gener-
ation should approximate the level
attained in 1982. However, it will
be difficultto achieve growth in
earnings until the first Palo Verde unit
is in service and is earning a fullreturn.

CUSTOMER GROWTH
MODERATES

hough Arizona's continuing
growth and unique industrial
characteristics usually serve as

a buffer against national economic
fluctuations, the state saw its share of
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Our cottstruction progrant must
track tbe State's growtl>. Arizona's
population has increased by 912,000
during the last 10yvars and is pro-jected to increase by almost one
million in tbe next decade.

Customer Growth Expectations-
Residential Electric
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Total Electric Sales-
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serious economic setbacks in 1982,
particularly in mining and agricul-
tural related industries. And although
our earnings remained stable during
1982, Arizona's economic recession
did have an impact on our operations.

Thus total electric sales —par-
ticularly industrial—decreased by a
little more than three percent in
1982, to 12,951,000 megawatthours,
and our system peak demand for
electricity was 2,898,700 kilowatts,
down four percent from the previous
year. However, an upturn in new
home permits which began during
the last months of 1982 gives reason
to believe the drop is a temporary one.

In 1982 we added 12,665 new
electric customers to our system,
less than a three percent gain from
1981's year-end number. Average resi-
dential electric usc was 9,840 kilo-
watthours, down from 10,247 in 1981.

The state's economy and a
warm winter also affected our natural
gas operations in 1982. Sales totaled
397,394,000 therms more than a
three percent decrease from the
previous year. A turn to all-electric
homes, begun in the mid-1970s when
gas supplies were uncertain, also
contributed to the decline.

Our natural gas customers also
saw higher monthly bills in 1982,

It

«

«

„««r,

Palo Verde Unit Ipasserl trvo major
preoperatlonal tests early ln 1983.

The tests —of tbe air-tlgbtness
anti structural fntegrlty oftbe unit's

contalnnlent stl'ucture —rvere
concluded abead ofsd>edule and

results exceeded lVuclear Regulatory
Comnrlsslon standards.

'«w

r
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triggered by a series of mholesale
price hikes resulting from the phased
deregulation of gas prices. We have
intervened whenever possible at
the federal level on behalf of our
customers, but it's certain that the
cost ofgas willcontinue to rise in the
years ahead.

BUILDINGTOMORROW'S
RESOURCES

bile Arizona has not been
immune to economic

downturns, our state—
unlike many areas of the country-
has grown, and willcontinue to
grow, at a rapid pace. Population grem
by 46 percent during the 10 years
ended in 1982, and forecasts are for
a 32 percent increase over the next
ten years.

Taking this growth and other
key factors such as our ongoing load
management and conservation pro-
grams into account, we expect that
our peak electric demand willincrease
by an estimated four percent annually,
reaching 4,315,000 megawatts
by 1992.

„,. Electric sales are expected to
grow by 4.5 percent annually over
the same period, reaching approxi-
mately 20 millionmegawatthours
in 1992, compared to 13 million
in 1982.

While our own generating plants
are capable ofproducing all of our
current electric needs, we make whole-
sale purchases or sales of electricity
when such transactions willmean
lower costs to our customers. Just
such sales made in 1982 have resulted
in customer electric bills which are
about four percent lower than they
were a year ago.

Our electric resources in 1982
totaled 3,532,900 kilowatts, consist-
ing of 3,240, 100 kilowatts of our
own generation, plus 292,800 kilo-
watts ofpower available under
purchase contracts.

Though we must have electric
generation resources sufficient to
supply our customers'equirements,
we have adjusted our long-range
schedule ofplant additions to match

changes in our load forecast. How-
ever, bringing into service the three
Palo Verde units is key to meeting
not only Arizona's but the entire
Southwest's energy needs in the 80s
and beyond.

To achieve this goal, our con-
struction expenditures in 1983 will
reach approximately $ 393 million,
with the largest single portion again
going to our 29.1 percent share of
Palo Verde, approximately $ 231.5
million, including $ 141.1 million
in direct and $ 56.1 millionof pre-
operational costs, as well as $ 34.3
million for fuel.

By year-end 1983, however, we
should see the beginning of a down-
ward trend in construction expendi-
tures.

We are proud of the progress me
have made at Palo Verde, as well
as of the fact that cost increases
have been kept very low.

The first of Palo Verde's three
1,270,000-kilowatt units was 98.1
percent complete at year-end 1982.
Units 2 and 3 were 94 and 52.5 per-
cent complete, respectively.

In January of 1983 the Nuclear
Regulatory Commission's Atomic
Safety and Licensing Board authorized
the Director of the NRC to issue an
operating license for Unit 1 when
its construction and testing is com-
pleted. Assuming concurrence by the
NRC after its own review, this clears
the may for fuel loading later this year.

We'e also pleased with the way
Units 2 and 3 are progressing. We
anticipate that Unit 2 willbe on-line
within a year of Unit 1, while Unit
3 remains on schedule for 1986.

Our most recent estimates indicate
the total construction cost of Palo
Verde —shared by the six partici-
pants in the project—millbe approxi-
mately $ 4.3 billion, only 55 percent
above the original baseline cost
estimate made in 1974, and an increase

Construction Expenditures
(ExcL AFDI

78

79

U 80

'81

321.1

0
Dollars In

160

Millions

307.1

272.6

342.0

Palo Verde Ownership
Arizona Public Service Company-

29 1%
Salt River Project-23.19%
Public Service Company of New

Mexico- 10.2%
El Paso Electric Company-15.8%
So. California Edison-15.8%
So. California Public Power

Authority-5.91%
As Unit 1 goes into operation, the
SRP will transfer 5.7% of its owner-
ship in Palo Verde to the Los
Angeles Department of Water
and Power.
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ur EC-I rate is making a
'iffcrcncc for many customers

like thc Greg Canada family
of Scot tsdalc.

EC-I is part of our company's
overall load. management effort.
Under the innovativc rate, customers
can sliavc dollars from monthly
utilitybills by controlling peak
electric demand. In turn, the rate
benefits APS by lessening the nccd
for construction of new generat-
ing units.

As the Canadas —who have
installed an electronic programming
dcvicc to rcgulatc their home's
electric cncrgy usc —liavc discovered,
EC-I has a minimal effect on their
lifestyle.

which is considerably below those
realized by other nuclear power
plants being built within the same
time frame. Our company's share of
the total cost willbe approximately
$ 1.25 billion.

The installed-capacity cost of
Palo Verde units is expected to be
within the $ 1,800-1,900 per-kilowatt
range, which includes the allowance
for funds used during construction,
property taxes, start-up and pre-
operation costs, depending on the
amount, ifany, ofconstruction work
in progress included in the rate base.
Though that is more than double the
cost of the coal-fired Cholla Power
Plant units completed in the late
1970s and early 1980s, independent
analyses of Palo Verde economics
indicate that power produced at the
plant willbe 30 percent cheaper than
from any other alternative we might
have considered in the same time
frame, including coal-fired generation.

A Corporation Commission-
ordered independent assessment of
the company's current construc-
tion program supports the company's
position that, in the long run, the
construction of Palo Verde is in
the best interest of our customers...
and the State ofArizona.

Stillanother independent quality
assurance evaluation of Palo Verde,
completed late in 1982, gave high
marks to the project's organization
structure and management support
"which has had a very positive effect
in assuring quality" and a "strong
positive influence on the Palo Verde
quality assurance program for design
and construction." The study found
"no reason to prohibit issuance" of a
fullpower license to the plant.

AN ECONOMIC
'MIX're

than a decade before oil
prices began to skyrocket,
we made a decision to begin

building our reliance on coal as a

primary fuel for power generation,
along withnuclear power. The choice
has proved to be a wise one, for
us and for our customers.
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Our Four Corners Power Plant, near
Farnrington, Neru hlexlco, con-
sumes arr auerage of19,000 torrs of
low-sulfur coal eacl> day. The
sub.bituminous coal is dug from a
mbre adjacent to the plant.

Peak Load and Electric Resources
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Thus, for the year 1982, we were
able to meet 93.8 percent of our
customers'lectric needs with coal-
fired generation, while just 6.2
percent was met with far more expen-
sive gas and oil.

And recognizing the burden
the addition ofnew generating plants
in our system can have on both cus-
tomers and company, we have
worked hard to make our present
plants operate as efficiently and as

reliably as possible. Our coal-fired
plants operated at a 77.9 percent
capacity factor during the year, even
better than the record set in 1981

and well above the industry average.
We anticipate that by 1990—

even with substantial increases in our
electric load—well over 90 percent
of our customers'nergy require-
ments willcontinue to be met with
coal and nuclear fuel. By that time, all
three of Palo Verde's units willbe
on line.

In one of several upgrading
efforts at our coal-fired power plants,
a new S170-million particulate-
removal system at the Four Corners
Power Plant was placed in com-
mercial operation on December 31.
The system is designed to collect 99.9

Generation Fuel MixTrend
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percent of the flyash from the boilers
of units 4 and 5. A $285-million
sulfur-dioxide removal project is
slated for operation at the units at the
end of 1984. Both projects, the cost
of which has been shared'y the
units'ix owners, were constructed
to bring the plant into compliance
with stringent environmental
standards.

FINANCINGINNOVATION
t today's high construction and

financing costs, the addition
ofnew generating plants in our

system can have a significant impact
on both customers and company.
This fact, and the nation's economic
downturn and high interest rates
which continued through most of
1982, made it even more important
that we find alternative, lower-
cost financing options for funding
our construction program.

In February of 1982, we borrowed
the proceeds of a $ 60,250,000
offering ofpollution control revenue
bonds for construction of sulfur
dioxide removal units at the Four
Corners Power Plant.

In addition to a S100-million,
10-year domestic debt issue, we
turned again to foreign markets to
meet our financing needs. We sold
two issues of Eurodollar debentures
totalling S100 million in February
and, early in 1983, a third Eurodollar
issue of $ 60 million.

With the August sale of4 million
shares of common stock at a price
to the public of $ 22.75 per share
(the first time since November of
1972 that APS stock sold above book
value) and the raising of almost
$ 25 million through the issuance of
more than 1, 140,000 shares under
the company's dividend reinvest-
ment plan, we improved our common
equity ratio to 41.4 percent.

Additionally, in March, we
issued $ 37 million of leveraged pre-
ferred stock; in May we sold 2 million
shares of $ 25 par, $ 3.58 cumulative
preferred stock; and in December
we made a private placement of
'APS'harc is 15 percent

$ 10 millionof adjustable rate cumula-
tive preferred stock.

One of our major financial goals
has been to strengthen capitalization
ratios by reducing the debt portion
of total capitalization. Debt financing
(including short-term debt) now
constitutes about 47 percent of total
capital, with preferred and common
stock making up the balance.

In December, the Arizona Corpo-
ration Commission approved our
financing plans for 1983, the second
consecutive year that we'e received
such advance approval.

The Commission okayed up to
$ 450 million in long-term debt and
up to S 100 millionin preferred stock.
Although we do not expect to need
that level of financing, advance
approval gives us the flexibilityto
take advantage of the best interest
rates and markets available.

And while the Commission
also approved the sale of up to 2
million shares of common stock in
1983, we do not plan to take such
action ifwe receive adequate rate
increases during the year, and if
interest rates remain at or near
today's levels.

CONTROLLING OUR COSTS

n 1982, anticipating the impact
of a slowing economy on our
financial picture, we cut deep into

overall operating expenses. The
changes made —including the delay
ofnew computer systems, reduction of
overtime and other operational
expenses and a number of other pro-
gram cutbacks —are expected to
produce savings of more than $ 11.3
million in 1983. About $ 2.5 million
of the total willcome from a volun-
tary early retirement offered to some
500 employees in 1982. Nearly 70
percent of those eligible opted for
the plan.

A management and operational
review of APS, completed at the
order of the Arizona Corporation
Commission, gave the company
generally high marks, citing an

Capitalization Ratios

13 Short Term Debt
4 Long Term Debt
D Preferred Stock
72 Common Stock

2% 2% 1% 3% 3%

47% 48% 49% 46'%4 jr

12%

39%

12%

38%

11%

39%

10%

41%

12%

41%

Summa of 1982 Financings
(S Millions)

Debl

Amount Rate
Date Maturity

Issued Date

Series O.
Public

Series P-
Private
Racement

Common Stock

37.0 $12.90 April

50.0 $ 358 May

10.0 512M Dec.

Price to
Public

Final
Maturity

2002

Rnal
Maturity

1992

4 Million
Shares 91.0 $22.75 Sept.

Priced in November 1982

11

Eurobonds $ 750 1625% Feb. 1989
25.0 1600 Feb. 1989
60.0 11.75 Jan. 1983'990

Pollution
Control
Bonds 6025 10375 Feb. 1985

Rrst
Mortgage
Bonds 100.0 1600 April 1992

Preferred Stock
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ith our help, Sentry Insur-
ance is taking steps to

reduce their energy demand
and, in turn, save energy dollars.

Sentry was an early participant
in our Energy Demand Reduction
program for large commercial
and industrial customers. Based on
our computer-calculated guide-
lines, Sentry has reduced its outdoor
lighting load, increased reliance
on fresh air for air conditioning, pro-

= grammcd siart-up times of air condi-
tioning comprcssors to off-peak

'imes and shut down their use
on weekends.

Sentry's efforts benefit both its
company and our own.

"unusually progressive" management
philosophy, a cost-effective organiza-
tional structure and ongoing efforts
to improve both management and
operations. And though we were
already aware ofand working toward
improving a number of the areas
the audit discussed, still others, relat-
ing to expediting cash receipts,
improving operating and maintenance
practices and more, were identified
for their efficiency-improvement
potential.

Following up on the audit, our
customer services organization
was restructured to allow the closing
of a dozen customer service offices
and the partial staffing of several
others.

And early this year we launched
a test program of bi-monthly meter
reading in two northern Arizona
communities to evaluate potential
cost savings and customer acceptance.

There is no question that thes
and other cost-cutting changes will
have an impact on how we conduct
our business, but we are convinced
that both customers and investors are
best served in these difficult times
by our taking appropriate, effective
action to control costs.

CHOICES AND INCENTIVES
hile electric and natural gas

base rates remained
unchanged through 1982,

the electric rate increases approved in
late 1981, combined with major
changes in the fuel adjustment factor,
resulted in substantially higher bills
for many of our customers.

To control the growth ofpeak
electric demand —a major contributor
to the higher costs which directly
impact on customer rates —we con-
tinued to offer our customers ways
to cut their peak electric energy
use and exercise greater control over
monthly bills.

One program involves offering
customers a choice of alternative
rate options. In addition to our EC-1
rate, mhich measures the peak de-
mand for electricity as well as the total
amount of energy used, two others

mere offered in 1982. The first is
a straight time-of-use consumption
rate, while the second is a rate com-
bining both demand and time-of-
use factors.

Our goal is to make available to
our customers rate options through
which they can control their own
demands for energy and thereby
help reduce seasonal peak demands
on our system and the need for
new generating units. The result will
be a decrease in costs for both APS
and its customers.

A good example of our desire to
establish a partnership with our
customers in this effort is our Energy
Control Credit program, established
in 1982. Through the program,
we are paying customers specific
sums —as credits on their electric
bills—when they buy and install
certain load-management and energy-
efficient equipment. The result is
a lower demand on our system and
a reduction in the need for additional
generating capacity.

SERVICE ASSURANCE
three-year program to replace

a specific type of polyethyl-
ene plastic natural gas service

pipe installed by the company in
the early 1970s was begun inJuly. More
than two dozen contract crews are
now at work in an effort to replace
approximately 40,000 service lines
by mid-1985.

The replacement program is one
of a series of actions taken after two
accidents, involving failures of gas
services, prompted inspection and
reevaluation of these gas distribution
facilities.

Three intensive surveys made
of all services where the pipe was
in use turned up fewer leaks than
would typically be found in a gas
distribution system. But because we
remain concerned about the pipe's
long-term strength characteristics,
all of the pipe willbe replaced, at an
estimated cost of $ 40 million. We
are attempting to recover certain
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r. and Mrs. Donald Sapp
recently installed a pre-cooler
on their home's central

air conditioning unit. In southern-
Arizona's blistering summer heat,
water cools the outside air Aowing
through the unit, allowing the air
conditioner to work morc efficiently.

Not only do the Sapps save
summer airwonditioning dollars, but
they earned a cash credit on their
monthly electric bills under our
Energy Control Credit program,
which rewards customers, like the
Donald Sapps, who help hold down
the peak demand for electricity.

of the related costs from the various
manufacturers involved in the pipe's
fabrication.

RESEARCH CONTINUES
hough we are attempting to
make our company's operation
as lean as possible, we cannot

afford to sacrifice our rest~eh into
promising areas —particularly solar
energy —which have real poten-

tial for helping to meet future energy
requirements.

Progress continues on several
major research efforts. In May, we
dedicated the 225-kilowatt photo-
voltaic solar power plant at Sky
Harbor International Airport in
Phoenix. The $ 3.93 million facility,
funded primarily by the U.S. Depart-
ment of Energy, is expected to
supply about 440,000 kilowatt-hours
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APS and the Salt River Project
co-sponsor Project S.ki.A.R.E.,

a program administered by
the Salvation Army, which makes one-
time payments for needy families
who qualify. Many of our customers
are donating to Project S.H.A.R.H.
by adding an extra $ 1 to their monthly
bill payments. Wc announced the
program early in 1982. By mid-
Deccmbcr, contributions from utility
employccs and shareholders, match-
ing funds from APS and SRP manage-

"ment and contributions from our
customers totaled more than S204,500
and 1,650 families had been pro-
vided assistance. Other utilities
across the country are now introduc-
ing similar programs in their own
service areas.
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of energy annually to our power grid
system —enough to meet the annual
electric needs of about 40 average-
size Phoenix-area homes.

In addition, we received funding
for the preliminary design of a
solar project at our Saguaro Power
Plant near ltLtcson where 60 mega-
watts of the plant's output willbe
converted from oil and gas to
solar energy.

Asmaller photovoltaic project of
equal importance was dedicated
in November at a home in Yuma. It
willprovide information on how
such residential systems might fit
into our operations.

ADAPTINGTO CHANGE...
e're well aware of the

impact rising costs are hav-
ing on our customers.

We also understand the obligation we
have to keep our customers aware
of the state's energy picture, especially
as it may affect them today as well
as in the future. During 1982 we con-
ducted an aggressive advertising
program, using both print and broad-
cast media, which informed our
customers about what they might
expect in terms of summer energy
bills, how our rates compare with
those charged by other electric
utilities and how rate increases com-
pare with general inflation.

Additionally, both television and
print media were used to demon-



strate the value of electricity in
today's economy.

Later in the year, in conjunction
with the Committee on Energy
Awareness (an industry communica-
tions group), we launched a major
television advertising effort aimed at
maintaining and improving support
for Palo Verde and gaining new
support for nuclear power.

Meanwhile, we stepped up our
person-to-person communication
efforts as a means of explaining the
company's position on a wide range
of issues and eliminating miscon-
ceptions or misunderstandings about
how we conduct our business.

I
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btgbty concentrator arrays gatber
tbe sun 's rays and convert than
to direct current electrlclty at our Sky
Harbor Solar Project. The arrays
use Fresnel lenses to concentrate
tbesunligbt about 36ttntes, reducing
tbe number ofpbotovoltatc cells
required. Pbotovoltaic cells are
also used to generate electricity at a
residential researcb project in Yama.



n 1982, we proved our com-
mitment to safety by achieving
perhaps thc best safety record

in the history of the company
and onc which, according to the
Edison Electric Institute, is among
thc best safety records of utilities
nationwide.

During the first eleven months of
1982, total injuries decreased by
45 percent, while manhours worked
Incrcmed by 9 percent. Medical
injuries requiring a physician's atten-
tion werc also down by over 50
percent.

These improvements arc a result
of a strong commitment by our
employees and an increase in field
monitoring. We look for further
improvcmcnt in 1983.

I
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...AND READYINGFOR IT
he coming months will test
the soundness of the financial
decisions we have made and

the ability of our employees to make
the best of a very difficultsitua-
tion that is placing a strain on every
industry, nationwide.

We'l make it. Our company is
healthy and our skills are many. We
believe in the goals we have set

and in the managers and employees
who are responsible for seeing that
we reach our objectives.

And we believe that, when all is
said and done, we willhave proved
our dedication to those we serve and
to those who have provided us their
financial support.
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SELECTED CONSOLIDAI'EDFINANCIALDAIA
1982 1981 1 80 1 7

(Thousands of Dollars, Except Common Stock Data)

1 78

0 crating Revenues $ 1 ~064 453 S 882 1 4 S 6 760 S 664 423 S 62 217

Operating Expenses:
Operation and maintenance
Dcprcciation and

amortization

Taxes'otal

~Oerating income
Other

income'nterest

Deductions —Net

Net Income

522,229

85,285
186 438

793~952

270 501

83,335
122 ~73
231,043

445,111

76,178
10 947

631 236

2 0918

58,748
112 232

197,434

432,886

64,412
s ss6

96 184

169 76

43,341
6 627

143,290

371,983

571021
84 4

1 0870

26,760
602

121,578

291,908

48,295
83~314

423

13~8700

14,914
468

106,759

Prefcrrcd Dividend
~Re uirements 34 s16 26 786 2 062 21 882 17 471

Earnings for Common Stock $ 1 6 227 S 170 648 S 118 228 S 696 S 89 288

Total Assets $ 3,888,536 $ 3,396,790 $ 2,928,484 $ 2,475,332 S 2,039,420

Long-term Obligations and
Redeemable Preferred
Stock $ 1,610,486 S 1,618,048 S 1,455,286 S 1,180, 120 S 991, 173

S 2256S 21.97

S 326
$ 2.20

S 3.15
$ 1.73

$ 2.75
S 2.06

57,648,791
52,289,259

47,813,847
42,960,655

32,777,258
28,363,223

110,416 78,275

Common Stock Data:
Book value pcr sltare $ 22.94 S 22. 13 S 22.75
Earnings pcr sltarc (bascd on

average shares outstanding) $ 3.30 S 290
Dividends declared pcr share $ 2.40 S 1.94
Sltarcs of common

—year cnd 62,894,490 38,181,297
average 59,549,685 34,426,346

Number of common
shareholders 120,623' 119,825 92,396

'Federal and State income taxes are included in Taxes and Other Income.
Total income tax expense was as follows (in thousands): 1982, S92,102; 1981, $ 19,638; 1980, $ 16,519; 1979, S14,422;
1978, $ 13,937.'As of February 28, 1983.

17
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OTHER FINANCIALAle OPEKG'ING STATISTICS

1982 1981 1980

(Thousands of Dollars)

1979 1978

Capitalization:
Common equity
Non-redcemabic prcfcrrcd

stock
Redeemable preferred stock
Long-term debt

$ 1,442,639

168,561
241,220

1,369,266

S 1,275,623

118,561
199,280

1,4 18,768

118,561
185,280

1,048,500
221 506

118,561
156,000
szs,464
195 656

S 1,050,651 S 868,658 S 739,349

118,561
100,000
763,45o
127,723

Total $ 3,221,686 $ 3 012 232 $ 2,624,498 $ 2,167 339 S 1,849 083

UtilityPlant —Gross
UtilityPlant —Net

Number of Employees
at Year End

Average Wage er Hour

$ 4,198,466 $ 3,688,270 S3,199,927 S2,735,073 oS2,288,604
$ 3,551 949 S3 111,773 S2,694 408 S2 292 341 S 1 901,044

7,047 6,z31 5,538 5,z63 4,951
$ 12.27 S 11.20 S 10. 12 S 9.20 S 8.57

Electric:
Electric resources (kw)
Peak load (kw)
Electric sales —total (mwh)
Number of customers

at car end

Gas:
Total gas sales (m thcrms)
Number of customers

at car end

3,532,900
2,898,700

12,950,727

449 244

397,394

339,443

3,634,3oo
3,018,700

13,387,998

438 853

41z,s46

341,184

3,307,200
2,772,700

11,877,722

421 803

43z,z77

34o,z4s

3,077,200
2,579>300

11,584,898

401 983

467,088

34o 343

3,061,600
2,548,900

10,912,704

378,553

449,451

339 803

18
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BUSINESS SEGMENTS
Operating rcvcnucs, and operating income before income taxes, attributablc to electric and gas operations of the company

for each of thc five years in the period ended Deccmbcr 31, 1982 were as follows:

Operating Revenues

(Millions of Dollars)
Electric Gas

Operating Income
Before Income Taxes

Ptkillions of Dollars)
Electric Gas

Year Ended
December 3~1

1982
1981

1980

1979
1 78

$ 866.5
730.8
621.9
533 2

4 2.4

814
82.8
81.2
80.3
80.

Amount Percent Amount

$ 198.0
151 4

143.9
131.2
10 .8

Percent

18.6
17.2
18.8
19.7
1

Amount
$ 353.3
272.3
180.5
15 1.5

141.0

Percent

98.2
99.6
96.6
92.2

2.4

Amount Percent
t 6.4 ).tt

i 0 0.4
6.3 3.4

12.9 7.8
ii,6 .6

See note 12 of Notes to Consolidated Financial Statements.

OPERATING REVENUES

Electric:
Residential
Commercial
Industrial
Irrigation
Other

Total

Transmission for others
Miscellaneous scrviccs

Total Electric
Operating Revenue

Gas:
Residential
Commercial
Industrial
Irrigation
Other
Miscellaneous services

1 82

$ 294,498
286,262
128,464
23,391
92,490

82 10

11,104
302

866 486

94,171
50,342
35,461
i4,7i6
2 272
1 ~00

1 81

$ 252,907
238,975
113,736
22,916
81,565

100

9,173
11 16

0 88

66,469
34,307
30,858
17;,274

1,653
80

(Thousands of Dollars)

S 220,920
210,226

95,644
19,215
59,391

60 6

8)817
61

621 864

65,470
31,727
27,145
17,218

1,510
826 o

S 191,066
179,534
86,563
14>193

50,402

21 8

8,731
26 6

18

64,i23
29,371
22,128
13,400

8 2

S 158,383
155,669
72,677
12,252
41,716

440 6

9,021
2 I

424 i

53,879
24,223
i7,646
I 1,969
I, 1.69

00

Total Gas
Operating Rcvcnue

Total Operating Revenues Si 064453
i i 366 i4 86

$ 882 1 4 $ 6 60

I 1~28

S 664 42

10 86

$ 62 21
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DISCUSSION OI''INANCIALCONSIDE%4A'IONS

Liquidityand Capital Resources
The company needs large amounts of capital for its

on-going construction program and for the refunding of matur-
ing securities and is heavily reliant on external financing to meet
these requircmcnts as indicated earlier in this Annual Report and
in Notes 3, 4 and 5 to the Consolidated Financial Statements.
The company has a certain degree of flexibilitin adjusting its
construction program to its financing capability. However, tlut
flexibilityis limited, and the company's long-term liquiditywiII
depend on its access to the capital markets, which in turn will
depend on sufficiency of the company's rates to provide ade-
quate covcrages on its senior securities and an adequate rate of
return on its common stock equity. Adequate earnings and
coverages are critical to the maintenance of credit ratings on the
company's senior sccuritics and, as calculated in accordance
with thc governing instruments, are prerequisite to the com-
pany's legal ability to issue such securities.

See page 18 with rcspcct to the company's historical capital
structure. Its target structure consists of no more than 50% debt
(including current maturitics and short-term obligations) and
40% common stock equity, with the balance consisting of pre-
ferred stock. The company regards common stock equity as its
most expensive form of permanent financing, but it intends
to maintain that category at approximately thc 40% level in
order to support the credit ratings on its senior securities. It
appears to the company that purchasers of new issues of long-
term debt and prcfcrrcd stock willcontinue to demand rela-
tively high interest and dividend rates for some time to come,
and that its embedded cost of capital willtherefore continue to
rise rapidly as maturing securities, bearing relatively low rates,
are refunded and the company's plant expands.

Sce Note 6 to the Consolidated Financial Statements with
respect to short-term borrowings available to the company
(there being a statutory limitation on the amount of such bor-
rowings that can be outstanding without an order from the
Arizona Corporation Commission). Funds from operations have
contributed only marginally to total sources of funds in the last
few years (sec page 23). That situation is expected to continue
in ome degree until Palo Verde Unit I is included in rate base
so as to give risc to cash earnings rather than the non-cash
allowance for funds used during construction (AFC). The com-
pany's retention of funds from operations has also been affected
by the company's policy of increasing common stock dividends
periodically.

Operating Results
Total operating rcvenucs rcflcct effects of rate increases and

adjustment clauses (sce Note 1(d) to the Consolidated Financial
Statcmcnts) on prices of units sold. Operating revenues also
reflect the volume changes in unit sales shown on page 18. Thc
foregoing factors contributed to annual increases (decreases)
in revcnucs over rcvcnues for the preceding calendar year
as follows:

1982 1981 1980
(Thousands of Dollars)

Electric:
Volume increases

(decreases) (I)
Price increases 2

Nct increase

Gas:
Volume increases

(decreases) (I)
Price increases 2

Nct increase

$ (20,125) $ 69,509 $ 13,477
15 823 39 415 7 202

$ 135 698 $ 108 924 $ 88 679

$ (4,342) $ (5,460) $ (9,781)
0 943 12 930 22 439

$ 46 601 $ 7 470 $ 12 658

(I) Derived by multiplying year-to-year increases in units
sold by the weighted average of rate levels in effect dur-
ing 1979.
(2) Year-to-year increases in rcvcnues less the amounts
shown for volume increases. Relative contributions by rate
increases and by cffccts of the adjustment clauses vary
according to the timing of general rate proceedings and thc
cxtcnt to which accumulated effects of thc adjustment
clauses arc incorporated in ncw rates.
The decline in electric sales in 1982 was primarily due to

a general slowdown in the economy as well as morc normal
temperatures in 1982 than had prcvailcd in the previous two
years (particularly in 1981). The impact of adverse economic con-
ditions on 1982 sales was particularly evident in the industrial
and irrigation classes. Unit sales of electricity in 1980 were
dcprcsscd by effects of a copper industry labor strike. Conserva-
tion efforts by customers in response to higher energy costs have
affected unit sales, are expected to continue to do so, and arc
being aided by thc Company's own load management program.
Unit sales of gas were affected substantially by weather and, in
1982, economic conditions.

Increases in fuel expenses reflect increases in the unit cost of
fuel for generation and resale gas, as well as volume of unit
sales. Additional fuel cost increases resulted in 1981 and 1982
from incrcascd generation for sale to other utilities. Although unit
fuel costs continued to rise in 1981 and 1982, increases in the
Company's cost of fuel pcr kilowatt hour generated have bccn
mitigated by a favorable change in fuel mix resulting from the
startup of coal-fired Cholla Units 3 and 4 in May 1980 and June
1981, respcctivcly, and improved capacity factors at the Com-
pany's coal-fired plants. Any increased prices of gas (whether for
boiler fuel or for resale) or fuel oil that may result from price
deregulation would accclcrate upward cost trends.

Variations in purchased power and interchange —net reflec
varying degrccs of availability of relatively low-priced power
from other sources, the needs of the Company to augment its
own gcncrating sources from time to time and the Company's
ability to scil energy to neighboring utilitics. Howcvcr, the
substantial balance of this account in 1980 and 1982 was due
instead to thc accounting treatment for over-recovered fuel and
purchased power expense which is discussed in Note 1(d) to the
Consolidated Financial Statements. The marked decrease in 1981
rcsultcd from the reversal of this treatment as well as from large
interchange sales to other utilities.

20
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Sce "Effects of Inflation" below in regard to maintenance
expense, which is also a function of the size of the Company's
utilityplant and is affected by the timing of major overhauls (as
most notably occurred in 1981) and by other factors (including, in
1981, the reserving of an amount for the gas line inspection pro-
gram and, in 1981 and subsequently, an intensive maintenance
program designed to achieve a morc favorable fuel mix). Other
operating expenses, excluding fuel cxpcnscs, and the "other"
portion of other income (deductions) include amortization or
write-offof certain assets in 1981 in an aggregate amount
of $ 10,349,000.

Depreciation and amortization expenses increase with the
size of thc Company's utilitypLant, as do ad valorem taxes
which arc also affected by growth in the Company's operating'"=
income as used by the taxing authorities in computing assessed
valuation. Sec Note 11 to the Consolidated Financial Statements
for both ad valorem and sales taxes (the latter being a function
of operating revenues), which arc the principal components of
other taxes.

Income taxes increased in 1982 as a result of thc Company's
compliance with an Arizona Corporation Commission order
requiring the Company to dcfcr amounts equal to thc reduction
in federal income taxes arising from investment tax credits and
to amortize such amounts over the estimated life of the related
assets (sce Note 1(f) to the Consolidated Financial Statements).

The aggregate amount of thc AFC, shown as other income
and as a credit to intcrcst deductions, is primarily a function of
thc amount of construction work in progress during any given
period. See Note 1(e) to the Consolidated Financial Statements
for increased rates of AFC and cessation of its accrual on those
portions of construction work in progress that arc included in
rate base. Scc "Liquidityand Capital Resources" above with
respect to the non-cash aspect of AFC.

The substantial increase in interest on long-term debt and
project financing in rcccnt years rcflccts large amounts of new

borrowings at relatively high interest rates (see "Liquidityand
Capital Resources" above and Note 5 to the Consolidated Finan-
cial Statements). The increase in interest on short-term borrow-
ings has resulted primarily from increased borrowings and, in
1980 and 1981, increased interest rates (see Note 6 to the Con-
solidated Financial Statements).

Consolidated net income and earnings for common stock
represent composites of cash and non.cash items (see the Con-
solidated Statements of Changes in Financial Position) and, in
part, reflect accounting practices unique to regulated public
utilities (sce Note 1 to the Consolidated Financial Statements).

Effects of Inflation
In contrast'o the analysis of increases in operating

revenues in the table at thc beginning of "Operating Results"
above, it is sometimes difficult, in the case of operation and
maintenance expenses, to distinguish between effects of volume
increases and rises in unit costs (which, for purposes of this
discussion, are all at tributed to inflationary pressures).

Certain inflationary effects, such as those on costs of
generating fuel, are passed through to customers pursuant to thc
rate adjustment procedures summarized in Note 1(d) to the Con-
solidated Financial Statements. Nevertheless, thc Company
at tempts to minimize such effects by means that include increas-
ing the availability of its coal-fired units to result in a more
economical fuel mix; tliat increase has been achieved by an
intensive maintenance program, thc cost of which is not
covered by the adjustmcnt clauses. There arc a number of other
major expense items that arc also beyond the scope of thc
adjustment clauses. Inflationary pressures on these items have
given rise to a signiflicant earnings attrition betwccn general
rate increases.

Sce Note 14 to the Consolidated Financial Statcmcnts for
perspectives of other cffccts of inflation.

ACCOUNTANTS'lPIMON
0

Arizona Public Service Company:
We have examined the consolidated balance sheets of

Arizona Public Service Company and its subsidiaries as of
December 31, 1982 and 1981 and the related consolidated
statements of income, retained earnings and changes in
financial position for each of the three years in the period
ended December 31, 1982. Our examinations were made
in accordance with generally accepted auditing standards
and, accordingly, included such tests of the accounting
records and such other auditing procedures as we con-
sidered necessary in the circumstances.

In our opinion, such consolidated financial statements
present fairly the financial position of Arizona Public
Service Company and its subsidiaries at December 31,
1982 and 1981 and the results of their operations and the
changes in their financial position for each of the three
years in the period cndcd December 31, 1982, in con-
formity with generally accepted accounting principles
applied on a consistent basis.

DELOITTE HASKINS A SELLS

Phoenix, Arizona
February 22, 1983



CONSOLIDATED STATEMENTS OF INCOME
For Each of thc Three Years in the Period Ended December 31, 1982

1 82 1 81

(Thousands of Dollars)

1 80

Operating Revenues:
Electric
Gas

Total

Fuel Expenses:
Fuel for electric generation
Purchased power and interchange —net

Purchased gas for resale

Total

Operating Revenue Less Fuel Ex enses

Other Operating Expenses:
Operations excluding fuel cxpcnses
Maintcnancc
Depreciation and amortization
Income taxes (Note 8)
Other taxes ~Note 11

Total

Operating Income
Other Income (Deductions)i

Allowance for equity funds used during construction
Income taxes (Note 8)
Other—net

Total

Income Before Interest Deductions

Interest Deductions:
Interest on long-term debt and project financing
Interest on short-term borrowings
Debt discount, premium and cxpcnse
Allowance for borrowed funds used during

construction —credit

Total

Net Income
Prefcrrcd Stock Dividend Requirements

Earnings for Common Stock

$ 866,486
1 ~7967

i 064 453

177,095
27,358

135 715

3~40 168

724 285

i i4,844
67,2i7
85,285
89,250
~7188

270 501

80,141
(2,852)
6 046

83~335

353 836

165,931
14,917
2,265

(60 3~20

122 ~73
23i,043

3~4816

$ 196 227

$ 730,788

882 1 4

168,227
(823)

101 310

268 714

6i3 440

105,237
71,160
76, 178
22,381
87 66

62 22

20 18

57,421
2,743

~14 16

8 748

3~0666

155,086
11,853

1, 169

(3~876
112 232

197,434
26 86

$ 170 648

$ 62i 864
143 8 6

76 760

133,557
65,292
66

2 44

470 2i6

85,777
51,565
64,4 i2
17,209
81 6

300 640

i6 6

39,076
690

3~
43 34i

212 17

1 18,403
8,624

710

(~8110)
6 627

143,290
2 062

$ 118 228

Average Common Shares Outstanding
Per Share of Common Stock:

Earnings (based on average shares outstanding)
Dividends dcclarcd

59,549,685

$ 3.30
$ 2.40

52,289,259

$ 3.26
$ 2.20

42,960,655

$ 2.75
$ 2.06

See Notes to Consolidated Financial Statements.
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CONSOLIDA3KDS'IAI'EMENTS OF
CHAINGES IN FINANCIALPOSITION
For Each of the Three Years in the Period Ended December 31, 1982

Source of Funds:
Funds from operations:

Net income
Principal non-fund charges (credits) to income:

Depreciation and amortization
Allowance for equity funds used during construction
Deferred income taxes —net
Deferred investment tax credit —net
Other

Total funds from o erations

Funds from external sources:
Common stock
Preferred stock
Long-term debt
Project financing liability
Short-term borrowings —net
Sale of tax benefits
Other —net

Total funds from external sources

Total source of funds

Application of Funds:
Capital expenditures
Allowance for equity funds used during construction

Funds used for capital expenditures
Repayment and assumption of project financing liability
Investments and other assets

Repayment of long-term debt
Redemption of redeemable preferred stock
Dividends on preferred and common stock
increase ~Decrease in working

capital'otal

apglication of funds

Increase (Decrease) in Working Capital'.
Cash and temporary cash investments
Accounts receivable
Materials, supplies and fuel
Deferred fuel costs and other
Accounts payable and accrued expenses

Deferred fuel and other liabilities

Net increase ~decrease

1982

$ 231,043

85,285
(80,141)
23,651
52,158
(~3~955

308 041

115,707
94,843

298,278

1,616

(3~~080

5o7 364

$ 815 405

$ 531,997
(80 ~141

451,856

15,277
174,085

5,o6o
176,953

(7 ~826

$ 815 405

$ 1,098
16,160
6,662
4,4oo

(16,241)
(19 ~905

$ (7 ~826

1981

(Thousands of Dollars)

197,434

76,178
(57,421)

4,718

4 374

225 283

169,017
19,500

426,687
15,000
55,000
50,625
25 66o

761 489

$ 986 772

$ 558,453
(5~7421

501,032
281,507

51,987
5,500

141,123

5 623

$ 986 772

1,035
16,623
(1,652)
2,631

(24,163)
ll 149

$ 5 623

1980

143,290

64,412
(39,076)

5,651

2 241

176 518

152,332
4s,ooo

223,905
70,851

(21,000)

6 557

4so 645

$ 6 7 163

504,120
(39~076

465,o44

s6,639
18,720

113,170
(26 ~410

781
9,408
9,214

(3,186)
(8,124)

(3~4503

~264i0

'Excluding short-term borrowings —net and current maturities of long-term debt and project financing liability.

See Notes to Consolidated Financial Statements.
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CONSOLIDAjKDBALANCESHEETS
December 31 1982 and 1981

Assets 1982 1981

UtilityPlant (Notes 4 and 7):
Plant in service:

Electric
Gas

Common used in all services

$ 2,402,640
151,41 1

85 131

82,261,437
138,333
74 991

(Thousands of Dollars)

Total
Less accumulated de reciation and amortization

Plant in service —net
Construction work in progress (Note 5)
Plant held for future use

Utilit lant—net

Investments and Other Assets:
lnvestmcnts in and receivables from subsidiaries
Time deposits designated for capital expenditures
Other investments and notes receivable

Total investments and other assets

Current Assets:
Cash (Note 6)
Special deposits and working funds (Note 6)
Accounts reccivablc:

Service customers
Other
Allowance for doubtful accounts

Materials and supplies (at average cost)
Fuel (at avcragc cost)
Deferred fuel costs and other

Total current assets

Deferred Debits:
Unamortized gas exploration cost
Unamortized debt issue costs
Other

Total deferred debits

Total

2,639,182
646 517

1,992,665
1,539,453

19 831

3 551 949

30,269
49,516

5 750

85 535

7,930
3,877

80,030
29,596
(2,005)
39,937
37,348
13 202

209 915

16,497
11,836
12 804

41 137

$ 3,~888 536

2,474,761
576 497

1,898,264
1,195,075

18 434

3 111 773

21,889
42,491

5 878

70 258

6,824
3,885

76,701
16,682
(1,922)

39,484
31,139

8 802

181 595

18,539
8,952
5 673

33 164

$ 3 ~396 790
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Liabilities I 82

(Thousands of Dollars)

1981

Capitalization (Notes 2, 3, 4 and 5):
Common stock
Premiums and expenses —net
Retained earnings

Common stock equity
Non-redeemable preferred stock
Redeemable preferred stock
Long-term debt less current maturities

Total capitalization

$ 157,236
883,680
401 723

1,442,639
168,561
241,220

1 3~6 266

3 221 686

$ 144,122
783,868

47 ~63

1,275,623
118,561
199,280

1 418 68

3 012 232

Current Liabilities:
Notes payable to banks (Note 6)
Commercial paper (Note 6)
Current maturities of long-term debt (Note 4)
Accounts payablc
Accrued taxes
Accrued interest
Accrued dividends
Deferred fuel and other

Total current liabilities

49,516
40,100

171,153
76,604
55,974
50,559

32327
3 344

500 577

88,000

4,062
76,588
51,188
40,177

2,270
33 43

2 24

Deferred Credits and Other:
Unamortized credit related to sale of tax benefits (Note 8)
Deferred income taxes
Deferred investment tax credit
Customers'dvances for construction
Other

Total deferred credits and other

48,708
41,585
52,158
14,619

~203
166 273

50,395
17,934

i3,4i4
0 1

88 834

Commitments and Contingencies (Note 10)

Total

See Notes to Consolidated Financial Statements.

$ 3~~888 536 $ 336 0
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CONSOI.IDAI'ED STAI'EMENTS OF RETAINED
For Each of the Three Years in the Period Ended December 31, 1982

1 82 1981 1 80

Retained earnings at beginning ofyear
Add—Net income

Total

(Thousands of Dollars)
$ 347,633 $ 291,322 $ 261,202

143~20
578 676 488 6 404 492

Deduct—Dividends:
Common stock (Notes 2, 3, 4 and 5)
Preferred stock see below

Total
Retained earnings at end of year
Dividends on preferred stock:

$ 1. 10 preferred
$ 2.50 preferred
$ 2.36 preferred
$ 4.35 preferred
Serial preferred:

$ 2.40 Series A
$ 2.625 Series C
$ 2.275 Series D
$ 3.25 Series E
$ 8.50 Series F
$ 8.50 Series G
$ 10 Series H
$ 10.70 Series I
$ 8.32 Series J
$ 8.80 Series K
$9.70 Series L
$ 11.95 Series M
$ 12.90 Series N
$ 3.58 Series 0
Ad ustable Rate Series P

Total

142,137
34 816

176 953
$ 401 723

$ 172
258

94
326

576
630
455

1,040
61

561
3,467
2,956
4,160
5,280
4,656
2,330
3,235

104
$ 3~4816

114,337
26 786

141 123

$ 347 ~63

$ 172
258

94
326

576
630
4SS

1,040
201
622

3,627
3,116
4,160
5,280
4,656
1,573

$ 26 786

88,108
2 062

113 1 0

$ 291 322

$ 172
258

94
326

S76
630
4SS

1,040
614
683

3,787
3,210
4,160
5,280
3 777

$ 2 062

See Consolidated Statements of Income for dividends per share of common stock.

See Notes to Consolidated Financial Statements.

NOTES TO CONSOI.IDAI'ED FINANCIAI.STATEMENTS

1. Sununary of Significant Accounting Pollcles.
a. System of accounts —The accounting records ofArizona

Public Service Company (the "Company" ) are maintained in
accordance with the uniform system of accounts prescribed by
the Federal Energy Regulatory Commission ("FERC").

b. Consolidation —The consolidated financial statements
include the accounts of the Company and those of two of its
wholly-owned subsidiaries, APS Finance Company, N.V.
("Finance" ), organized to serve as a financing corporation to
raise funds outside the United States ofAmerica and APS Fuels
Company, organized to manage investments in certain fuel
resources. Allsignificant intercompany balances and transactions
have been eliminated. The investments in other subsidiaries
(primarily in unrelated businesses) are carried on the equity basis.

c. Plant and depreciation —Property is stated at original cost
as defined for regulatory purposes. The cost ofadditions to utility

26 0

plant and replacements of retirement units is capitalized.
Replacements of minor items of property are charged to expense
as incurred. In addition to direct costs, capitalized items include
the present value of certain future lease payments (see Note 4),
research and development expenditures pertaining to construc-
tion projects, indirect charges for engineering, supervision,
transportation and similar costs, and an allowance for funds
used during construction. Costs of depreciable units of plant
retired are eliminated from plant accounts and such costs plus
removal expenses less salvage are charged to accumulated
depreciation.

Depreciation is provided on a straight-line basis at rates
authorized by the Arizona Corporation Commission ("ACC")
annually. The applicable rates have ranged from 3.07% to
4.16% for electric plant and 2.86% to 12.50% for common
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and general plant, and remained at 3.49% for gas plant.
d. Revenues and fuel costs —Operating revenues are recog-

nized when billed on a monthly cycle billingbasis. Retail rate
schedules include adjustment clauses which permit recovery of
costs of certain fuel, purchased power and purchased gas for
resale. Temporary net under- or over-recoveries ofcosts resulting
from application of the adjustment clauses are recognized as a
deferred fuel asset or liability, respectively, with an offsetting
amount recognized in purchased power and interchange —net
expense. Regulatory hearings are held periodically to adjust the
rates applicable under fuel adjustment clauses to more nearly
match actual fuel costs.

Other procedures apply to the recovery of fuel costs to
wholesale customers and ofspecified taxes. The estimated cost
ofpurchased gas for resale not billed to gas customers is deferred
and matched with revenues in the period billed.

e. Allowance for funds used during construction —In accord-
ance with the regulatory accounting practice prescribed by the
FERC and the ACC, the Company capitalizes an allowance for
the cost of funds used to finance its construction program
("AFC"). AFC, which docs not represent current cash earnings, is
defined as the net cost during the period of construction of bor-
rowed funds used for construction, and a reasonable rate of
return on equity funds so used. The calculated amount is capital-
ized as a part of the cost of utilityplant.

AFC has been calculated using composite rates of 13.25% in
1982, 12.25% in 1981, and 11%in 1980, except for AFC related
to project financing which was computed at the actual rate

thereon. AFC ceases to accrue on those portions of construction
work in progress allowed in rate base.

f. Income taxes —The Company uses accelerated deprecia-
tion methods for income tax purposes. As prescribed by the
ACC, deferred income taxes are provided for certain timing dif-
ferences arising from the recording, for income tax and financial
reporting purposes, of depreciation of property placed in service
after January 1, 1977. Income tax reductions arising from timing
differences respecting certain other items of income and expense
are reflected currently in income.

In 1982 the Company, in compliance with an ACC order,
began deferring amounts equal to the reduction in federal
income taxes arising from investment tax credits and amortizing
these amounts over the estimated life of the related assets. Before
1982 such amounts werc flowed through income currently.
Investment tax credits previously recognized as a reduction of
defcrrcd income taxes (see Note 8) are being recovered over a
twelve-year period.

g. Research and dnzlopment costs —The Company expenses
research and development costs on a current basis, except that
costs which may result in utilityplant are deferred for subse-
quent inclusion in plant or to be written off ifthe applicable
project is abandoned.

h. Gas exploration costs —The excess of costs over sales pro-
ceeds of the Company's discontinued gas exploration program
has been deferred to be recovered, without interest, from certain
classes of the Company's customers and is being amortized over
a ten-year period pursuant to an order of the ACC.

2. Common and Non-Redeemable Preferred Stock.
The balances at December 31, 1982 and 1981 of common stock, and ofpreferred stock which is not redeemable except

pursuant to call by the Company at its option, are shown below.

Common Stock..........

Authorized

100 000 000

Number of Shares
Outstanding at
December 3~1

1 82
Per

Share

62 8 4 4 0 ~648~71 $ 2. 0

Par Value
Outstanding at Call
December 3~1 Price Per

(Thousands of Dollars)
$ 1 ~236 $ 144 122

Non-Redeemable
Preferred Stock (cumulative)

$ 1.10 preferred ..........
$ 2.50 preferred..........
$ 2.36prefcrred..........
$4.35 preferred..........
Serial preferred ..........

$ 2.40 Series A .........
$ 2.625 Series C .......
$2.275 Series D .......
$ 3.25SeriesE .........

Serial preferred ..........
$ 8.32SeriesJ ..........

Serial preferred ..........
$ 3+8 Series 0 .........

160,000
105>000
120,000
150,000

1,000,000

4,000,000(a)

10,000>000

155>945
103,254
40,000
75,000

240,000
240,000
200,000
320,000

500,000

2 000 000

155,945
103,254
40,000
75,000

$ 25.00
50.00
50.00

100.00

$ 3,898
5>163
2,000
7,500

240,000
240,000
200,000
320,000

50.00
50.00
50.00
50.00

12,000
12,000
10,000
16,000

50,000

25.00 ~0 000

500,000 100.00

$ 3,898
5,163
2,000
7,500

12,000
12>000
10,000
16,000

50,000

$ 27.50
51.00
51.00

102.00

50.50
51.00
50.50
(c)

(d)

(e)

Total ... 3874 1 18 41 S 168>~61 > 118 61

(a) This authorization also covers the outstanding redeemable preferred shares shown in Note 3.

(b) In each case plus accrued dividends.
(c) At $ 51.50 through February 28, 1983; thereafter at $ 51.00.

(d) At $ 105.50 through August 31, 1987; at $ 103.00 through August 31, 1992; and at $ 101.00 thereafter.

(e) Not redeemable prior to Junc 1, 1987 through certain refunding operations; otherwise at $28.58 through May 31, 1987; at
$ 27.39 through May 31, 1992; at $26. 19 through May 31, 1997; and at $ 25.00 thereafter.

27
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The holders of Preferred Stock are entitled to one vote for
each share held of record, as are holders of Common Stock.
Special requirements for favorable votes of holders of Preferred
Stock, voting by the chsses respectively prescribed for the
several purposes, pertain to (i) certain conversions or exchanges
of outstanding Preferred Stock, (ii) the authorization of any
stock ranking prior to the Preferred Stock, (iii)making any
change in the terms and provisions of the Preferred Stock that

would adversely affect the rights and preferences of the holders
thereof, (iv) the issuance of any additional shares of Preferred
Stock except under prescribed circumstances or (v) a merger,
consolidation or sale ofsubstantially all the assets of the Com-
pany. The foregoing voting rights attach to both redeemable and
non-redeemable Preferred Stock, as do the rights that would
arise out of dividend arrearages as discussed in Note 3.

Common and non-redeemable Preferred Stock sales and changes in premiums and expenses during each of the three years in the
period ended Dcccmber 31, 1982 were as follows (dollars in thousands):

Descrlptlon
Number
ofShares

Par Value
Amount

Common Stock
Number
ofShares

Par Value
Amount

Non-Redeemable
Preferred Stock

~cumulattve
Premiums

and
Expenses

Net'alance,December 31, 1979
Common Stock

Balance, December 31, 1980
Common Stock

Balance, December 31, 1981
Common Stock
Non-Redeemable Preferred

Stock S . SSeries0

38,181,297
6 ~25+0

47,813,847
84 44

57,648,791
5,245,699

S 95,453
24 082

119,535
24 8

144,122
13,114

1,874,199

11874,199

2 000 000

118,561

118,561

0 000

1,874,199 $ 118,561 $ 512,003

639,794
~1440 4

783,868
101,744

Balance December I I 82 62s 44 0 81 ~23~6 8 41 S168 61 ~888 680

'Premiums and expenses —net also include those of redeemable preferred stock issues (sce Note 3).

The Company has a dividend reinvestment and stock pur-
chase plan whereby newly issued shares of its Common Stock may
be purchased at market on the applicable dates by any participant
in the plan. It also has an employee savings plan under which its
own periodic contributions would, and the investment ofcertain
funds contributed by participating cmployecs could, involve its
issuance of new shares of Common Stock.

Thc Company plans to file in thc near future a registration
statement with the Securities and Exchange Commission relating
to a proposed sale to the public of up to 750,000 shares of
adjustable rate cumulative preferred stock ($ 100 par value).

3. Redeemable Preferred Stock.
The balances at December 31, 1982 and 1981 of Preferred Stock which is redeemable at the option of the holders or pursuant to

sinking fund obligations, in addition to being callable by the Company, arc shown below.

Number of Shares
Outstanding at
December 31,

1 81
Per

Share

at'alue
Outstanding at
December 31,

(Thousands ofDolhrs)

Call Price
Per Share(b)

Redeemable Preferred
Stock (cumulative)
serial preferred: (a)

$ 8.50SeriesF .........
$ 8.50Series G.........
$ 10 Series H
$ 10.70 Series I.........
$ 8.80 Series K.........
S9.70Series L .........
$ 11.95 Series M........
$ 12.90Series N........
Adjustable Rate Series P ..

61,200
336,000
270,000
600,000
4so,ooo
195,000
370,000
100 000

12,400
06s,4oo
352,000
285,000
600,000
480,000
195,000

$ 100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00
100.00

$

6,120
33,600
27,000
6o,ooo
4s,ooo
19,500
37,000
10 000

$ 1,240
6,s4o

35,200
28,500
60,000
48,000
19,500

(c)
(d)
(e)
(f)
(g)
(h)
(I)
0)

Total 2 412 200 I 2 800 8 241~220 8 1 280
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(a) See Note 2 for authorized number of shares.
(b) In each case plus accrued dividends.
(c) Redeemable at par at the option of either the Company

or the respective holders. Sinking fund provisions require the
redemption of a total of 3,600 shares at par semiannually
(representing annual payments of $ 720,000).

(d) Not callable by the Company prior to September I, 1984
through certain refunding operations that would involve the
issuance of Common Stock or result in a lower rate of cost to the
Company than the dividend rate on the shares to be redeemed;
otherwise at $ 107.20 to September I, 1983, thereafter declining
by $ .36 per year to par after September I, 2002. Applicable sink-
ing fund provisions require thc redemption of 16,000 shares at
par annually (representing annual payments of $ 1,600,000).

(e) Not callable by the Company prior to December I, 1985
through certain refunding operations that would result in a
lower rate of cost to the Company than the dividend rate on the
shares to be redeemed; otherwise at $ 107.00 through November
30, 1985, to $ 103.00 through November 30, 1990, and to
$ 101.00 thcrcafter. Applicable sinking fund provisions rcquirc
the redemption of 15,000 shares at par annually (rcprescnting
annual payments of $ 1,500,000). The Company may, but is not
required to, redeem an additional 15,000 shares at par on
December I in any year.

(f) Not callable by the Company prior to March I, 1984
through certain refunding operations that would result in a
lower rate of cost to the Company than the dividend rate on the
shares to bc redeemed; otherwise at $ 108.80 through February
29, 1984, to $ 106.00 through February 28, 1989, to $ 103.00
through February 28, 1994, and thereafter declining in steps to
$ 101.00. Applicable sinking fund provisions require the redemp-
tion of 22,500 shares at par annually commencing March I, 1986
(representing annual payments of $ 2,250,000). The Company
may, but is not required to, redeem an additional 22,500 shares
at par on March I in any year beginning in 1986.

(g) Rcdeemablc on or after March I, 1983 at the option of
the Company at $ 106.47 through February 29, 1984, declining
by $ 1.08 per year to $ 101.07 after March I, 1989. Applicable
sinking fund provisions require the redemption of 96,000 shares
at par annually commencing March I, 1986 (representing annual
payments of $9,600,000).

(h) Rcdecmable on or after May I, 1986 at the option of the
Company at $ 101.99 through April30, 1987, thereafter at par.
Allshares then outstanding are required to be rcdeemcd on May
I, 1988 at par.

(i) Redeemable after June I, 1992 at the option of the Com-
pany at $ 106.11 through June I, 1993, declining by $ .68 per year
to $ 100.00 after June I, 2002. Applicable sinking fund provisions
require the redemption of all the shares between 1988 and 2002
according to a predetermined schedule.

(j) Bears a dividend of $ 12.50 per share through 1987 and a

dividend thcrcafter to be fixed by a formula related to the
average prime interest rate in 1987. Redeemable at par on or
after December I, 1987 at the option of the Company. Appli-
cable sinking fund provisions require the redemption of 20,000
shares at par each December I beginning in 1988 (representing
annual payments of $ 2,000,000). Allshares then outstanding are
required to be redeemed on December I, 1992.

Ifthere were to be any arrearage in dividends on any of its
Preferred Stock or in the sinking fund requirements applicable to
any of its redeemable Preferred Stock (each such dividend being
cumulative and of equal ranking with other such dividends, and
each such requirement being cumulative and of equal ranking
with other such requirements), the Company could not pay divi-
dends on lts Common Stock or acquire any shares thereof for
consideration. Ifany such dividend arrearage were to equal six
or morc quarterly dividends, the holders of Preferred Stock, in
addition to their other voting rights and voting by the classes
prescribed for this purpose, could elect a total ofsix directors
(all series of Serial Preferred Stock, regardless of par value and
whether redeemable or non-redeemable, comprising one such
class and being entitled to elect two of the six directors). See Note
2 in regard to other voting rights of holders of Preferred Stock.

The combined aggregate amount ofsinking fund requirements
for the above issues each year through 1987 are as follows:
$3,820,000 in 1983 through 1985 and $ 15,670,000 in 1986 and 1987.

Redeemable preferred stock transactions during each of the
three years in the period ended December 31, 1982 were as
follows (dollars in thousands):

Number Par Value
Descrl tion ofShares Amount

Balance, December 31, 1979 .

$ 9.70 Series L...
Sinking fund retirements:

$ 8.50 Series F.........
$ 8.50SeriesG ........
$ 10 Series H

Balance, December 31, 1980 ..
$ 11.95ScriesM ........

Sinking fund retirements:
$ 8.50 Series F..........
$ 8.50SericsG .........
$ 10 Series H
$ 10.70 Series I ...:-.....

Balance, December 31, 1981 .

$ 12.90Series N .......
Adjustable Rate Scrics P .

Sinking fund retirements:
$ 8.50 Series F.........
$ 8.50Series G ........
$ 10 Series H
$ 10.70 Series I ........

.. 1,560,000

480,000

(164,000)
(7,200)
16 000

.. 1,852,800

195,000

(16,800)
(7,200)

(16,000)
15 000

.. 1,992,800

370,000
100,000

(12,400)
(7,200)

(16,000)

$ 156,000

48,000

(16,400)
(720)

I 600

185,280

19,500

(1,680)
(720)

(1,600)
I 500

199,280

37,000
10,000

(1,240)
(720)

(1,600)
(I ~500

Balance Deccmber31, 1982 .........2,412 200 $ 241,220

Premiums and expenses —nct related to redeemable preferred
stock issues are included in the amounts presented in the second
table in Note 2.
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First mortgage bonds:
9.50% series due February 15, 1982 (a)
3Yi%scriesdueFcbruary1, 1983(a)...
3 Yi% series due November 1, 1983 ....
3'%eries due March 1, 1984 .......
10)8% series due February 1, 1985 ....

Less securities held by trustee(b) .....
5)8% series due October 1, 1987 ......
4.70% series due March 1, 1989 ......
4.80% series due November 1, 1991....
16% series due April 15, 1992 ...,,...
4.45%seriesdueJune1, 1992........
4.40% series due December 1, 1992
4.50% series due September 1, 1993 ...
6.25% series due September 1, 1997 ...
12.875% series due May 15, 2000 .....
10.625% series due November 15, 2000 .

7.45% series due March 15, 2002
9.95% series due March 1, 2004 ......
6.20% series due April 1, 2004
6.45% series dueApril 15,2007 ......
6% series due January 15, 2008.......
12)8% series due October 15, 2009 ....
Unamortized discount and remlum ...

14,5oo
5,723

15,000
60,250
(47,654)
15,000
20,000
35,000

100,000
25,000
25,000
15,000
25,000

185,000
68,977
60,000
75,000
50,000
43,000
34,000
75,000

1 136

100,000
14,500
5,723

15,000

15,000
20,000
35,000

25,000
25,000
15,000
25,000

185,000
72,000
60)000
75,000
50,000
43,ooo
34,000
75,000

~95

Total first mortgage bonds
6.60% pollution control indebtedness

due October 1, 1983 (c)....... ~ ~ ~ ~ ~ ~

Less securities held by trustee (b) .....
Unsecured notes payable due 1983

through 1984 (d)
.................'ollution

control indebtedness due
April 1, 1986(e)

17 Yi % guaranteed debentures due
October 15, 1986(f)...............

16Yi% guaranteed debentures due
July 15, 1988 (t)

16 N % guaranteed debentures due
February 1, 1989(f) ...............

16% guaranteed debentures due
February 15, 1989 (f)

Unsecured notes payable due 1987 (g) ..
Capitalized lease obligation (h).........
Unamortized discount ..............
Other .

Total long-term debt............
Less current maturities:

3Y'i% series due Nommbcr I, 1983 ....
Sinking fund rcquiremcnt on 10.625%

series due Noi~r 15, 2000.......
6.60% pollution control indebtedness

due October 1, 1983 (c)............
Unsecured notes payable duc

1983 (d).
Capitalized lease obligation (h)........
Other

Totallong-term debtlcss
current maturities

897,660 888,267

65,ooo
(2,849)

65,ooo
(12,109)

192,006 192,006

55,200

60,000

50,000

75,000

55,200

60,000

50,000

25,000
70,000
51,005

(707)
3 104

70,000
51,746

(705)
342S

1,540,419 1I422,830

(5,723)

(3,000) (3,000)

(65,000)

(96,003)
(1,079)

348
(740)
322

$ 1 369 266 $ 1418768

4. Long-Term Debt.
Details of long-term debt outstanding at December 31, 1982

and 1981 are as follows:
December 31,

1982 1981

(Thousands of Dollars)

(a) The $ 14,500,000 of 3 Yi% first mortgage bonds due
February 1, 1983 and the $ 100,000,000 of 9.50% first mortgage
bonds due February 15, 1982 were classified as long-term at
December 31, 1982 and 1981, respectively, as such debts werc
refinanced on their due dates through application of the pro-
ceeds of debentures described in (f) below.

(b) Representing pollution control funds deposited with a
revenue bond trustee and to be disbursed as construction pro-
gresses on the facilities financed.

(c) Secured by a long-term letter of credit from a bank.
(d) Due in four installments, two each in 1983 and 1984. As

required by the related agreement, the declaration by the Com-
pany of any dividend on its Common Stock, ifthe per share
dividend thus declared would exceed the previous per share
dividend, is subject to certain restrictions related to earnings;
during 1982 up to $ 166,793,000 could have been paid in
dividends on Common Stock compared to the $ 142,137,000
actually paid.

On November 1, 1982, the Company entered into an
amcndmcnt of this loan agrecmcnt allowing the Company to
select from time to time one or more of the following options
with respect to the annual interest rate: (a) the prime interest
rate (thc "Prime Rate" ), (b) the rate of interest on certificates of
deposit of varying maturities (the "CD Rate" ) plus i/,%, or
(c) the interest rate offered to major banks in the interbank
Eurodollar market for deposits of varying periods (the "Euro-
dollar Rate" ) plus Vi%.

(e) Consisting of a borrowing from a governmental authority
which is funding that amount with a series of commercial paper
borrowings supported by irrevocable letters of credit from
banks and with five year, revolving loan commitments from the
banks allowing the authority to obtain borrowings thereunder in
the event of disruptions in the commercial paper market; the
cost to the Company of its borrowings from the authority is
equal to the latter's cost of money in the commercial paper
market plus fees and interest payable to the banks.

(f) Representing debentures issued by Finance, the payment
of principal and interest on which has been unconditionally
guaranteed by the Company. The debentures are redeemable at
the option of Finance as follows:

17'%ebentures due October 15, 1986; redeemable at
101'%rom October 15, 1984 through October 14, 1985;
and thereafter at 100%

16 ' debentures due July 15, 1988; redeemable at 101
'%romJuly 15, 1985 through July 14, 1986; then at 100N %

through July 14, 1987; and thereafter at 100%
16'%cbenturcs due February 1, 1989; redeemable at 101%

from February 1, 1986 through January 31, 1987; and
thereafter at 100%

16% debentures due February 15, 1989; redeemable at 101%
from February 15, 1986 through February 14, 1987; and
thereafter at 100%.
On January 26, 1983 Finance issued $ 60,000,000 of 11 1<%

debentures due January 15, 1990, the payment of principal and
interest on which has been unconditionally guaranteed by the
Company. The debentures are redeemable at the option of
Finance at 101 Yi% from January 15, 1987 through January 14,
1988, at 100'%hrough January 14, 1989, and thereafter at 100%.

(g) Consisting of $70,000,000 of long-term borrowings
refinanced in September 1982 with funds attributable to two
new long-term bank loans consisting of $50,000,000 and
$ 20,000,000, both due in 1987. The principal amounts of such
loans bear interest, at the Company's option, at one or morc of
the following annual interest rates through mid-September 1985:
(a) the Prime Rate, (b) the CD Rate plus Y'i%, or (c) the
Eurodollar Rate plus i/,%. Thereafter, at the Company's option,
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the annual intcrcst rates willbecome: (a) in the case of the first
loan, 102% of the Prime Rate or, in the case of thc second loan,
the Prime Rate plus ~/i%, (b) the CD Rate plus i/8%, or (c) thc
Eurodollar Rate plus i/i%.

(h) Reprcscnts thc present value of future lease payments
(discounted at the intcrcst rate of 7.48%) on a combined cycle
plant sold and leased back from the independent owner-trustee
formed to own the facility. Thc Itme requires semi-annual
payments of S2,299,000 through Junc 1983 and then
$ 2,582,000 through June 2001, and includes renewal and pur-
chase options based on fair market value. This plant is included
in plant in service at its original cost of $ 54,405,000; accumu-
lated amortization at December 31, 1982 was S 14,611,000.

Aggregate annual payments duc on long. term debt and for
sinking fund rcquiremcnts through 1987 are as follows: 1983,
$ 185,653,000; 1984, $ 115>833,000; 1985, $ 65,221,000; 1986,
S132,656,000 and 1987, $ 102,619,000. Other sinking fund
rcquircmcnts for each year through 1987 for the outstanding
First Mortgage Bonds arc as follows: 1983, S2,350,000; 1984
through 1986, S2,200,000; and 1987, $ 2,050,000; as allowed in
thc bond indenture,'requircmcnts of this type have in the past
been satisfied by certification of property additions of 1%> times
the amount stated and the Company cxpccts to mcct similar
rcquircments in tlut manner in thc future. For sinking fund
requirements and redemptions at thc option of the holders of
redeenublc Preferred Stock, sec Note 3.

Substantially all utilityplant, other than the combined cycle
plant mentioned above, is subject to the lien of the First Mort-
gage Bonds. The indenture respecting thc First Mortgage Bonds
includes provisions which would restrict thc payment of
dividends on Common Stock under certain conditions which
did not exist at Dcccmbcr 31„1982.

5. Project Financing.
In 1977 the Company initiated, and in May 1981 con-

cluded, a "project financing" of thc cost of construction of Unit
4 of its Cholla Plant, which went into commercial operation in
June 1981. The project financing involved the interim ownership
of the Unit by an indcpcndcnt corporation and a commitmcnt
by thc Company to purchase thc Unit shortly bcforc its comple-

tion for an amount equal to the interim owner's cost of acquir-
ing, completing and financing the Unit. Such financing was
provided by bank loans in two categories consisting of conven-
tional loans and pollution control financing provided through a
govcrnmcntal authority.

The project financing had been accounted for by including
the costs of construction of the Unit in construction work in
progress and net outstanding balances of thc bank loans as a
liabilityin the balance sheet.

The Company funded its purchase of thc Unit in May 1981
with an assumption and modification of the conventional por-
tion of the former project financing and with a ncw form of
pollution control financing as described in Notes 4(d) and (c).

6. Short-Term Borrowings and Compcnsatlng Balances.
The Company had bank lines of credit of approximately

$ 131,000,000 at December 31, 1982 and 1981 for which com-
mitmcnt fccs arc payablc primarily at i/i% pcr annum. The lines
werc scgrcgatcd into working lines of $ 51,000,000 and commer-
cial paper backup lines of approximately $ 80,000,000. No
amounts werc outstanding under the lines at Dccembcr 31, 1982
or 1981. Compensating balances required at banks for the work-
ing lines, but which were not legally restricted, werc generally
10% of the linc plus 5% (10% in some instances) of'borrow-
ings. Substantially all cash shown in the Balance Sheets is con-
sidered compensating balances.

The bank lines were augmented by a S60,000,000 credit
facility with foreign banks, under which S48,000,000 was out-
standing at December 31, 1981 at an effective rate of 14.69%
and no amounts were outstanding at Dcccmbcr 31, 1982, the
date as of which the facility expired. The commitmcnt fec for
such facility was P% per annum, and the rate of intcrcst fluc-
tuatcd at '/i% over the applicable Eurodollar Rate. The Com-
pany is in thc process of negotiating ncw credit facilitics, aggre-
gating up to $ 50,000,000, with several foreign banks.

At Dcccmbcr 31, 1982 and 1981, the Company also had
outstanding $ 49,516,000 and S40,000,000, rcspectivcly, of bor-
rowings from foreign banks which are not participants in thc
above mcntioncd credit facilities. Effective rates on such bor-
rowings were 10.10% and 17.74%, respectively.

By statute the Company's short-term borrowings cannot
cxcccd 7% of its total capitalization without the consent of
the ACC.

7. Jointly-Owned Facilities.
At December 31, 1982, thc Company owned the following interests in jointly-owned electric generating and transmission facilities

(dollars in thousands):

Percent
owned by
Company

14 0%
15.0

29.7

Total

Navajo Plant
Four Corners Units 4 and 5
Palo Verde Nuclear Gcncrating

Station Units I, 2 and 3.............. 29.1
Certain transmission lines from:

The Navajo Plant (the Company's
interest varying from 14% to 100%) .. 31.4

The Palo Verde Nuclear Gcncrating
Station (the Company's interest

Plant in
Service

$ 115,988
72 277

27,586

72 3

$ 223 104

Accumulated
Depreciation

$ 26,527
12,024

6,037

I 7

$44 74

Net
Plant in
Service

$ 89)461
60,253

Construction
Work in
Progress

$ 1,334
15,251

1,350,223

21,549 83

706 27 386
$ 1 8 3~ 5 I 3 4 277

The foregoing dollar amounts correlate to the Company's percentage intcrcst in each facility. Financing for such interests is provided
by thc Company. Its slurc of related operating and maintcnancc expenses is included in its corresponding operating cxpcnscs.
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Currently payable:
Federal
State

$ 6,535 $ 8,206 $ 7,128
11 44 6 14 3 740

Total current I 980 14 920 10 868

Deferred:
Depreciation —net 23,651 15,861 14,476
Investment tax credit—net 2 1 8 (10 ~12 (8882 )

Total deferred 7 80 4 949~~61

8. Income Tax Expense.
Thc components of income tax expense for each of thc

three years in the period ended Dcccmbcr 31, 1982 arc as

follows (dollars in thousands):

Year Ended December 3~1

1~82 1~81 1 80

At December 31, 1982 the Company had approximately
$47,000,000 of investment tax credit carryforwards which will
expire through 1997. Of this amount, approximately $30,000,000
has been recognized as a reduction of deferred taxes.

9. Pension Plan.
The Company's pension plan, a defined benefit plan, covers

virtually all employees. Pension cost for 1982, 1981 and 1980
was $ 11,539,000, $ 10,019,000 and $ 10,434,000, respectively, of
which approximately $ 4,971,000, $ 4,147,000 and $ 5,029,000,
rcspectivcly, was charged to expense; the remainder was
capitalized as a component of construction costs. The Company
makes annual contributions to the plan as pension cost accrues.

Thc following is a summary of plan data as of the most
rcccnt bencflit information date:

Amortization of tax
benefits sold

Total
~l687 (231

$ 2 102 $ 1 638 $ 16 I

January 1

1982 1981

(Thousands ofDollars)

In 1981 the Company sold to another corporation certain
federal income tax benefits in exchange for cash. Thc Company,
pursuant to an order of the ACC, has rccordcd the proceeds of the
sale as a deferred credit and is amortizing thc amount of such pro-
ceeds on a straight-linc basis over approximately 30 years.

Federal and state income taxes are included in the components
of net income as follows (dollars in thousands):

Actuarial present value of
accumulated plan bcncfits:
Vested
Non-vested

Total

$ 65,993 $ 62,959
281 2811

$ 68 884 $ 65 810

Nct assets available for bencflits $ 11 881 $ 10 171

The actuarial present value (assuming rates of return of
10.50% and 9.75%, respectively) of accumulated plan benefits
presented above has not been calculated with rcferencc to the
cffccts of projected inflation, whcrcas such cffccts are con-
sidered by the Company with reference to the adequacy of plan
assets; accordingly, thc Company considers the utilityof the
comparison suggested to bc extremely limited.

Year Ended December 31

1~82 1 81 1980
$ 89,250 $ 22,381 $ 17,209

2 8 2 ~2743/ ~690
Operating expenses
Other income

S 2 102 Sl 638 816 1Total

Following is a summary of the diffcrcncc bctwccn income
tax expense and thc amount obtained by multiplying income
before income taxes by the statutory federal income tax rate
of 46% (dollars in thousands):

Year Ended December 3~1

1982 1981 1980
Federal income tax at

statutoryrate ..........
Increases (reductions) in

taxes resulting from:
Tax under book
depreciation.........
Allowance for funds
used during
construction .........
Invcstmcnt tax credit...
Taxes, pension costs
and other items
capitalized...........
State income tax—nct
of federal income tax
benefit .............
Other

$ 148,647 $ 99,853 $ 73,512

9,414 6,055 1,895
11. Supplementary Income Statement Information.

General taxes during each of thc thrcc years in the period
cndcd December 31, 1982 included in other taxes are as follows:(63,407) (42,067) (29,232)

(1,378) (43,969) (25,481)

(8,894) (6,868) (6,202)

Year ended December 3~1

1982 1981 1980
(Thousands of Dollars)

.. $ 52,016 $ 49,457 $ 48,191
39,519 33,152 29,273

Ad valorem
7,282 4,869 3,107 Sales

10. Commitments and Contingencies.
At Dccembcr 31, 1982, the Company had collected approx-

imately $ 39,000,000 of wholesale revenues subject to refund as
a result of federal regulatory proceedings involving the Com-
pany. Thc Company bclicves that any amounts which may be
refundable as a result of thcsc procccdings should not have
a material financial effect on the Company.

Thc Company has signiflicant purchase commitments in
connection with its continuing construction program. Construc-
tion expenditures in 1983 have been estimated at $393,000,000.

Total provision for
federal and state
income tax 8 2~102 Sl 638 816 19

32



12. Business Segments.
Listed below is selected information relating to the Company's electric and gas operations:

Year Ended or As Of December 31

1982 1981 1980
Electric Gas Electric Gas Electric Gas

Operating revenues ..
Operating income before income taxes......
Utilityplant
Accumulated depreciation and amortization ..
Capital expenditures

...$ 866,486
353,347

4,025,697
577,481
511,913

$ 197,967
6,404

172,769
69,036
20,307

(Thousands of Dollars)
$ 730,788 $ 151,366

272,343 956
3,532,518 155,752

510,585 65,912
538,814 19,639

$ 621,864
180,455

3,055,697
444 537
483,392

$ 143,896
6,330

144,230
60,982
20,728

13. Selected Quarterly Financial Data (Unaudited).

uarter
Operating
Revenues

Operating
Income

Net
Income

Earnings for
Common Stock

Earnings per
Share

of Common Stock
(Thousands of Dollars, Except Per Share Data)

1981
First
Second
Third
Fourth

$ 191,582
205,428
258,678
226,466

$ 34,628
53,774
89,522
72,994

$26,015
46,285
67,441
57,693

$ 19,658
39>553
60,569
50,868

$ 0.41
0.75
1.14
0.93

1982
First
Second
Third
Fourth

255,522
242,935
307,914
258,082

56,306
55,100
93,325
65,770

44,304
42,049
83,447
61,243

37,496
33,532
73,741
51,458

0.65
0.58
1.24
0.82

14. Supplementary Information to Disclose the Effects of
Changing Prices (Unaudited).

The following supplementary information is furnished pur-
suant to Statement No. 33 of the Financial Accounting Standards
Board for the purpose of illustrating the effects of changing
prices in an inflationary environment. It offers some perspec-
tives of approximated effects of inflation, and is not intended as
precise measurements of those effects.

The Company and other public utilities similarly situated
are subject to rate-maldng procedures which, by law and prac-
tice, in large part utilize the historical cost of utilityplant in the
determination of thc allowed recovery (through depreciation) of
the investment therein and return thereon. This precludes or
restricts a rate-making response to the cffccts of realizing such
recovery and return in inflated dollars, compared to those in
which the investment was made. The first table below presents
two approximate measurements of those effects from the
perspective of that portion of the investment, restated on alter-
native bases to reflect intervening cost escalation, which was
not reflected in 1982 depreciation or in the Company's return,
and which is therefore not "recoverable."

For these presentations, "constant dollar" and "current
cost" amounts were calculated by applying certain indices (or
ratios derived therefrom) to certain historical or other amounts.
In the case of constant dollars, the index was thc Consumer
Price Index for AllUrban Consumers, which approximates the
upward trend of prices in general during the indicated periods.
In thc case of current costs, the primary index was the Handy
Whitman Index of Public UtilityConstruction Costs (an estimate
of which was used for the last half of 1982), although the Con-
sumer Price Index was used for construction work in progress.
The Company believes that the Handy Whitman Index is the
morc accurate of the two in estimating the prices it would incur
to duplicate at various times its utilityplant in service at the
indicated dates. Over the period up to 1979 which is relevant to
thc information presented below, that index rose faster than the
Consumer Price Index, but the reverse occurred in 1979
through 1982.

8
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Depreciation expense for 1982 was recalculated by applying
the Company's composite depreciation rate to depreciable base
determined by indexing the historical cost of the Company's
utilityplant (or, in the case of the Current Cost presentation,
certain appraised values thereof in 1969) from the times of con-
struction (or appraisal). The amount by which the expense so
recalculated exceeds that shown on the Company's 1982 State-
ment of Income appears as an adjustment to income from
operations. The Current Cost adjustmcnt is the larger of the two
because the accumulated Handy Whitman rise through 1982
exceeded the rise in the Consumer Price Index in the same
period, thus producing a greater depreciable base (referred to in
the discussion below as "UtilityPlant at Current Cost" ).

The sum of the depreciation adjustment in the Constant
Dollar column and the figure shown lower in that column as
the "reduction to net recoverable cost" was derived through
application of 1982 increases in the Consumer Price Index to
historical costs of the Company's utilityplant. The comparable
sum in the Current Cost column, again consisting of the
depreciation adjustment plus the "reduction to nct rccovcrable
cost," rcflects the larger depreciation adjustment referred to
above, which is more than offset by the differcncc between the
two measurements of cost (or price) escalation in 1982 which
arc described in the next paragraph.

The first such measurcmcnt is that of a hypothetical increase
in the dollar value of the Company's utilityplant, and was
derived by applying 1982 index rises (primarily in the Handy
Whitman Index) to the UtilityPhnt at Current Cost, and subtract-
ing the depreciation adjustment shown in the column. The

second measurement is that of an assumed, unrecoverable dollar
amount computed by applying the 1982 rise in the Consumer
Price Index (which cxceedcd thc corresponding rise in the Handy
Whitman Index) to the UtilityPlant at Current Cost.

In neither measurement did the Company make any adjust-
ments to asset values, or related income statement amounts, other
than those discussed above in regard to utilityplant and deprecia-
tion thereon. Fuel inventories and fuel and purchased gas
expenses are, in effect, monetary items, due to applicable rate-
making procedures which include adjustment clauses. In accord-
ance with Statement No. 33, income taxes were not adjusted.

As contrasted to the assumed net value losses which, in thc
presentation below, arc associated with the holding of assets com-
mitted to a regulated business, thcrc is an assumed "holding gain"
associated with borrowings that willbe repaid with inflated
dolhrs. The 1982 decline in thc purchasing power of net
amounts owed by the Company (measured by the Consumer
Price Index) appears in both columns, to result in a "net" differ-
ence between the assumed holding losses and gain.

Infcrcnccs which, in the case of some industries, may be
drawn from information in the nature of tltat presented below as

to the adequacy of future cash flows in relation to future plant
replacement rcquircmcnts are belicvcd by the Company to be less
valid in the case ofpublic utilities which, like itself, should bc
able to establish rates to cover incrcascd costs of new plant.
However, the information may provide some indication of the
expanded capital structure that willbe required for making plant
replacements and additions with inflate dollars.

Income from Operations Adjusted for Changing Prices
for the Year Ended December 31, 1982

Constant Dollar Current Cost
Average Average

Net Income, as reported in Consolidated Statements of Income
Adjustment to restate depreciation expense

income from operations Lexctodln redocdon to net recoverable cost

(Thousands of Dollars,
Except Per Sharc Amounts)

$ 231,043 $ 231,043
(74 ~0 ~86 016

Si 6 4a $ 14 02

Income per common share (after preferred stock dividend requirements and
excluding reduction to net recoverable cost

Increase in specific prices (current cost) of utilityplant held during the year (b)
Reduction to net recoverable cost
Effect of increase in general price level

Excess of increase in general price level over increase in specific prices after
reduction to net recoverable cost

Gain from decline in purchasing power of net amounts owed

$ 2.0

$

(49,790)

I 00

$ 21 10

$ 1 88

$ 187,490
(18,452)
20 121

(40,083)
1 00

$ 141

(a) Including the reduction to rccovcrablc nct cost, operations on a constant dollar basis would have resulted in a gain
of $ 106,944,000 for 1982.

(b) At December 31, 1982 UtilityPlant at Current Cost was S5,845,734,000 while historical cost, or nct cost recoverable
through depreciation, was $ 3,551,949,000.
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Five-Year Comparison of Selected Supplementary Financial Data
Adjusted for Effect of Changing Prices

Year Ended December 31

1982 1981 1980 1979 1978

(Average 1982 Dollars in Thousands, Except for Per Share Amounts)

S 2.05 $ 2.18 $ 1.84 $ 2.36
$ 1,593,016 S 1,431,824 $ 1,308,123 $ 1,241,428
S 49,790 $ 194,334 $ 279,751 S 294,972

S 1.98 $ 1.52 $ 1.85

S (184,175) S (265,960) S (277,332)
$ 1,431,824 $ 1,308,123 $ 1,241,428
S 133,557 $ 161,086 $ 100,884

S 153,480 S 199,786 $ 203,665
$ 2.33 S 2.41 $ 2.58 $ 2.56
S 19.90 $ 19.72 $ 21.69 $ 29.03

272.4 246.8 217.4 195.4

Operating revenues . $ 1,064,453 $ 936,236 $ 897,007 $ 883,554 $ 831,816

Historical cost Information adjusted for general
inflation (1)

Income from operations (excluding reduction to net
recoverable cost) . $ 156,734 $ 142, 179 $ 108,522 S 110,241

Income per common sltare (after dividend requirements
on preferred stock and excluding reduction to net
recoverable cost) .

Net assets at ycarwnd at net recoverable cost (2)................
Reduction to nct recoverable cost

Current cost information (1)
Income from operations (excluding reduction to nct

recovcrablc cost) . $ 147,027 $ 132,020 $ 94,730 $ 92,601
Income pcr common share (after dividend rcquircmcnts

on preferred stock and excluding reduction to nct
recoverable cost) . $ 1.88

Excess of increase in gcncral price Icvcl over increase
in specific prices after reduction to nct recoverable cost........ $ (40,083)

Nct assets at yearwnd at nct recoverable cost (2)................ S 1,593,016
Reduction to nct rccovcrable cost $ 18,452

General information
Gain from decline in purchasing power ofnct amounts owed (1) ...S 71,500
Cash dividends dcclarcd pcr common share $ 2.40
Market price pcr common sharc at yearwnd . $ 24. 10

Average consumer price index 289.1

(1) Not required for years prior to 1979.
(2) Consisting of common stock equity and non-redeemable preferred stock.

35



BOARD OP DIRECTORS
/Joe Acosta, 59, president

Acosta, Cordova &
Pittman, C.P.A.s, P.A.,
Phoenix, Arizona
Dino DeConcini, 49,
attorney at law of counsel
to DeConcini McDonald
Brammer Yetwin & Lacy,
P.C., Phocnn, Arizona

'O. Mark De hlichele, 49,
president and chief oper-
ating officer of the com-
pany, Phoenix, Arizona
'arl Eller, 54, president
Thc Karl Ellcr Company
(media consultant),
Phoenix, Arizona

'WilliamT. Garland, 66,
chairman of the board,
Garland-Rhuart Dcvclop-
ment Corporation (land
development), Sedona,
Arizona

tPamela Grant Korf, 44,
chairman &chief execu-
tive officer, Goldwaters,
Division ofAssociated
Dry Goods (General
Mercantile), Scot tsdale,
Arizona

tJack M. Morgan, 59,
attorney at law and state
senator, Farmington, New
Mexico
Marvin R. Morrison, 59,
farmer, cattle fccdcr and
dairyman, Morrison
Brothers Ranch, Higley,
Arizona
John J. Rhodes, 66,
former member of the
U.S. House of Representa-
tives and attorney at law,
Mesa, Arizona

Henry B. Sargent,Jr., 48,
executive vice president
and chief financial officer
of thc company, Phoenix,
Arizona
Wilma W. Schwada, 56,
civic lcadcr and home-
maker, Mesa, Arizona

James P. Simmons, 58,
chairman of the board,
United Bank ofArizona,
Phoenix, Arizona
Richard Snell, 52,
chairman of the board
and president, Ramada
lnns, Inc., Phoenix,
Arizona

'onald N. Soldwedel, 58,
publisher and general
manager, Yuma Daily Sun,
Yuma, Arizona

'Maurice Tanner, 61,
chairman of the board
and chief executive officer,
The Tanner Companies
(construction and materials
supply), Phoenix, Arizona

'eith L. 'Ibrley, 59,
chairman and chief execu-
tive officer ofthe company,
Phoenix, Arizona

/Douglas J. Wall, 56,
'ember of the law firm
of Mangum Wall Stoops &
Warden, Fbgstaff, Arizona

tMorrison F. Warren, 59,
professor ofeducation
and director of thc I.D.
Payne Laboratory,
Arizona State University,
Tempe, Arizona

tBen F. Williams,Jr., 53,
mayor of the City of
Douglas and attorney at
law, Douglas, Arizona
Thomas G. Woods,Jr., 56,
executive vice prcsidcnt
of the company, Phoenix,
Arizona

DIRECTOR EMERITUS

E. Ray Cowden, 91,
cattle feeding and invest-
ments, Phoenix, Arizona

Joe Acostn Dlno DeGonctnl O. htark De htlcbele KarlEl!sr

William T. Gnrlnnd Pamela Grant Korf Jack ht. hlorgan htarvtn R. htorrlson

Jobn J. Rbodes llenryB. Sargent,Jr. Wllmn W. Scbunda James P. Slntmons

I

I

1% I
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Richard Snell Donakt hV. Sotduetlel hlaurlce Tunner Keltb t Turley

Douglas J. Wall htorrtson F. Warren tten F. Wllllams,Jr. Zbomas G. ttbods,Jr.

E. Ray Cousten

'ember of Executive
Committee

tMcmbcr ofAudit Review
Committcc
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Officers Named

1VilltancJ. Post cvas eleclerl con-
troller anrl Faye lVkteccncancc cvas
electerl assistant secretary by tbe
boarrl ofrlirectors ln Dececnber.

Post bad been >nanager of
accounting and cocctrot. Sbcce jolcc-
ing tbecocnpany bc 1973, bebas
belrl supervisory anrl ncaccagerial
posillons in burlgels accrtforecasts
and sales and load forecasts.

Prior to ber nppnlcctncecct,
1Virtenncann l>nd been general cor-
pornte services cnanager. Sbe jolnerl
tbe concpany in 1978 ns n public
affairs representative after servbcg
as office»tanager for tbe U.S.
Senate energy anrl natccral resource
cocccccclttee.

OFFICERS
G. Carl Andognini, 47, vice
president, Nuclear Operations
D. Louis Broussard, 62, vice
prcsidcnt, Research and Development
O. Mark DeMichele, 49, president
and chief operating officer
Walter F. Ekstrom, 45, vice
prcsidcnt, Electric Operations
Karl Ellcr, 54, cltairman of executive
committee
David W. Ellis, 44, vice president,
Gas Operations
Joseph A. Gelinas, 38, vice
president, Employee Relations

Gerald J. Griffin,62, assistant
secretary (Rct. 12/82)

B. Paul Hart, 59, vice president,
Rates and Regulation
Russell D. Hulse, 55, vice prcsidcnt,
Resources Planning

Jerry Human, 52, vice president,
Customer Services

Charles D.Jarman, 47, vice presi-
dent, Engineering and Construction
Jaron B. Norberg, 45, senior vice
president and corporate counsel

John C. Ogden, 37, vice president,
Customer and Administrative Services

WilliamJ. Post, 32, controller
Wm. T. Quinsler, 58, sccrctary and
assistant trcasurcr
H. B. Sargent, Jr., 48, executive vice
president and chief financial officer,
Corporate Finance, Planning and
Control
Keith L. 'Ibrley, 59, chairman and
chief cxccutive officer
E. E. Van Brunt, Jr., 51, vice
president, Nuclear Project Management

Faye Widenmann, 34, assistant
secretary
Paul A. Williams, 37, treasurer,
Finance and Tax Accounting
T. G. Woods,Jr., 56, executive vice
prcsidcnt, Arizona Nuclear Power
Project

REGIONALGENERAL MANAGERS

A. G. (Andy) Anderson, 51
Metro Region

Guy W. Lunt, 49
State Divisions Region

SHAREHOLDER
INFORMATION
STOCKLISTING
(Symbol: AZP)
Common stock of the company:
The 810.70 cumulative preferred
stock, Scrics I, and the $ 3.58 cumu-
lative preferred stock, Series 0, are
listed for trading on the New York
Stock Exchange. Common stock is
also listed on thc Pacific Stock
Exchange.

TRANSFER AGENT
First interstate Bank ofArizona, N.A.
Phoenix, Arizona
The First National Bank of Boston
Boston, MA (common stock only)

REGISTRARS
The Valley National Bank of Arizona
Phoenix, Arizona
The First National Bank of Boston
Boston, MA (common stock only)

GENERAL COUNSEL
Snell 8- Wilmcr, Phoenix, Arizona

AUDITORS
Dcloittc Haskins &Sells
Phoenix, Arizona

DIVIDENDREINVESTMENT
AND STOCK PURCHASE PLAN
A Prospectus describing this plan
for holders of the company's stock
is availablc to shareholders upon
request. Write: Office of the Secre-
tary, Sta. 1892, at thc address helot
FORM 10-K
A copy of our Annual Report to the
Securities and Exchange Commis-
sion, Form 10-K, mill be available
after March 31, 1983, mithout
charge, upon written request of
shareholders. Write: Office of the
Secretary, Sta. 1892, at the address
below.

STATISTICALREPORT
A detailed Statistical Report for
Financial Analysis 1972-1982 will
be available by mid-Aprilon request.
Write: Office of the Treasurer, Sta.
1820, at the address below.

MAILINGADDRESc-
P. O. Box 21666
Phoenix, Ariz/~"5036

(Age on Annual Meeting date April21, 1983)
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