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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors and Stockholders of
Pinnacle West Capital Corporation
Phoenix, Arizona

We have audited the accompanying consolidated balance
sheets of Pinnacle West Capital Corporation and subsidiaries
as of December 31, 2001 and 2000, and the related consoli-
dated statements of income, changes in common stock 
equity, and cash flows for each of the three years in the period
ended December 31, 2001.  Our audits also included the
financial statement schedule listed in the Index at Item 14.
These financial statements and the financial statement 
schedule are the responsibility of the Corporation’s manage-
ment.  Our responsibility is to express an opinion on the
financial statements and the financial statement schedule
based on our audits.

We conducted our audits in accordance with auditing stan-
dards generally accepted in the United States of America.
Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and sig-
nificant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements pre-
sent fairly, in all material respects, the financial position of
Pinnacle West Capital Corporation and subsidiaries at
December 31, 2001 and 2000, and the results of their opera-
tions and their cash flows for each of the three years in the
period ended December 31, 2001, in conformity with
accounting principles generally accepted in the United States
of America.  Also, in our opinion, such financial statement
schedule, when considered in relation to the basic consoli-
dated financial statements taken as a whole, presents fairly in
all material respects the information set forth therein.

As discussed in Note 17 to the financial statements, in 2001
Pinnacle West Capital Corporation changed its method of
accounting for derivatives and hedging activities in order to
comply with the provisions of Statement of Financial
Accounting Standards No. 133.

DELOITTE & TOUCHE LLP
Phoenix, Arizona
February 8, 2002 (March 22, 2002, as to Note 18)

REPORT OF MANAGEMENT

The responsibility for the integrity of our financial informa-
tion rests with management, which has prepared the accom-
panying financial statements and related information.  This
information was prepared in accordance with generally
accepted accounting principles as appropriate in the circum-
stances, and based on management’s best estimates and
judgments.  These financial statements have been audited
by independent auditors and their report is included.

Management maintains and relies upon systems of internal
control.  A limiting factor in all systems of internal control is
that the cost of the system should not exceed the benefits to
be derived.  Management believes that our system provides
the appropriate balance between such costs and benefits.

Periodically the internal control system is reviewed by both
our internal auditors to test for compliance and our inde-
pendent auditors in conjunction with their audit of our
financial statements.  Reports issued by the internal auditors
are released to management, and such reports or summaries
thereof are transmitted to the Audit Committee of the Board
of Directors and the independent auditors on a timely basis.
By letter dated February 8, 2002, to the Audit Committee,
our independent auditors confirmed that they are indepen-
dent accountants with respect to us within the meaning of
the Securities Act and the requirements of the Independence
Standards Board.

The Audit Committee, composed solely of outside direc-
tors, meets periodically with the internal auditors and inde-
pendent auditors (as well as management) to review the
work of each.  The internal auditors and independent audi-
tors have free access to the Audit Committee, without man-
agement present, to discuss the results of their audit work.

Management believes that our systems, policies and proce-
dures provide reasonable assurance that operations are con-
ducted in conformity with the law and with management’s
commitment to a high standard of business conduct.

William J. Post Chris N. Froggatt
Chairman and Vice President and 
Chief Executive Officer Controller
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