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Pinnacle West Capital Co.
Gearing up to Make Their Case

PNW outlines highlights of approaching June 1t ratecase filing

A Jan 29t notice of intent highlighted major issues that PNW intends to address in the
upcoming June 1st general ratecase filing. These include a revenue per customer
decoupling mechanism to replace the current Lost Fixed Cost Recovery (LFCR) clause
(on a trial basis until the next ratecase), a proposed universal demand rate, a shift of
time-of-use rates (TOU) to later in the day to better match peak load around 5pm-6pm,
and deferral of costs for the Four Corners SCRs and the Ocotillo peaker. Meanwhile,
the separate docket on the value and cost of distributed generation is set to receive
testimony on Feb 25t.

No equity through the end of the decade as bonus depreciation boosts cash
Management expects no change to forward EPS growth as a result of deferred taxes
from the 5-year extension of bonus depreciation, bucking the trend. While 2018
ratebase is reduced by only $200M (to $9.2B), deferred tax is expected to provide
$550M of cash benefit that allows the company to avoid secondary equity through the
end of the decade. Management reiterated prior guidance for long-term EPS growth
to be between their projection for 5% dividend growth and unchanged ratebase
growth of 6%-7% through 2018.

Watching the UNS Elec ratecase as PNW files testimony

With hearings set to begin in the UNS Electric case in March (~6 months ahead of utility
APS), we are watching this case for clues to treatment of distributed generation and
rate design. APS has filed testimony in this case to support a three-part rate design
which incorporates a fixed service charge and energy charge and a demand charge.

Valuation: Raise PT $4 to $73 on roll to 2018E P/E; good update but risks remain
We've rolled our valuation forward to an average peer 2018E P/E, but reduce to inline
multiple given higher risks on upcoming filing and election cycle. With our estimates
virtually unchanged, the higher PT is due entirely to a higher peer P/E in recent weeks.
While management's significant beat for 2015 is impressive and the elimination of
equity needs is a positive, too many risks leave us on the sidelines.

Highlights (US$m) 12/13 12/14 12/15 12/16E
Revenues 3,455 3,492 3,495 3,588
EBIT (UBS) 858 830 873 890 939
Net earnings (UBS) 406 398 437 451 466
EPS (UBS, diluted) (US$) 3.66 3.58 3.92 4.05 4.19
DPS (US$) 2.20 2.28 2.38 2.48 2.60
Net (debt) / cash (3,480) (3,555) (3,780) (4,110)
Profitability/valuation 12/13 12/14 12/15 12/16E
EBIT margin % 24.8 23.8 25.0 24.8 25.7
ROIC (EBIT) % 1.9 11.6 12.2 11.9 1.7
EV/EBITDA (core) x 8.1 8.4 8.2 6.8
P/E (UBS, diluted) x 15.3 15.9 16.0 16.8 16.3
Equity FCF (UBS) yield % 8.4 9.2 7.1 5.0
Net dividend yield % 3.9 4.0 3.8 3.6
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Proof is in the Pudding

Management has achieved good trailing results, posting a 9.77% ROE after
posting 9.6% in 2014. Further, without equity dilution in sight given the impact of
bonus depreciation through 2020, mgmt appears poised to subtly raise EPS
expectations through the medium-term, likely trending toward the higher end of
its implicit 5-7% EPS guidance range (low end is tied to div growth and high end is
driven by the 6-7% growth expected in ratebase). While admittedly maintaining
the current higher earned ROEs could be a challenge in the near-term, through the
rate-case cycle earning its authorized ROE is still a reasonable assumption.
Moreover, there remains a wider question around improving structural lag
guestions in future cases. We suspect the LFCR mechanism, its efficiency tracker,
will remain the pivotal and closely watched issue in the upcoming rate case (many
observers remain confident the mechanism will hold up to wider challenges).

What's the holdback? It's tricky with the upcoming election cycle

We suspect the upcoming election cycle could prove particularly turbulent for
shares as we expect substantial funds to flow into both more pro-solar and pro-
utility PACs; following the latest anti-solar decision in NV, the debate in AZ will be
all the more vigorous. The primary election cycle will be key to watch — with the
Republican nominees selected in August; this summer should prove the height of
the regulatory uncertainty cycle. While not explicitly deciding on any solar policies
per se, the three seats up for election (or re-election) could prove decisive in
upcoming rate cases. We see a decision late this year in the Unisource case — and
corresponding decisions in the solar docket — as effectively setting the stage for the
APS case, to be decided by mid-2017.

West Waiting for a Better 2H16

11/2/15: Shifting towards the Rate Case Cycle

10/30/15: Hot Summer Meets Expectations

10/26/15: Catching Some Shade

9/17/15: Charting Its Own Course

7/31/15: Holding the Line on Costs

6/18/15: Sunrise after the Slide

5/4/15: Maintaining a Low Profile

Strong beat for 2015 on lower O&M but no change to
2016-2018 guidance

PNW reported 4Q15 EPS of $0.37 vs UBSe and cons $0.25 to finish the year at
$3.92 vs UBSe $3.78 and cons $3.80. Primary driver was $0.21 lower operations
and maintenance expense (O&M) vs our estimate of $0.09, largely the result of
fewer planned maintenance outages in the quarter. Nevertheless, guidance for
2016 was maintained at $3.90-$4.10 vs UBSe $4.05 and cons $3.99, with
management still confident of achieving at least a 9.5% ROE for the utility. O&M
guidance for 2016 is unchanged at $825M-$845M. The outlook for 2016-2018 is

Mgmt is earning its ROE - and
without equity - could continue
to grow near its ratebase growth

trajectory of 6-7%

Pinnacle West Capital Co. 22 February 2016
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also unchanged at 2%-3% retail customer growth offset by conservation, energy
efficiency, and distributed gen to reach about 0.5%-1.5% net sales growth.

The key remaining sources of uncertainty going forward include the upcoming
ratecase filing on June 1 as we watch the UNS Elec ratecase for clues (hearings in
March) amid recent changes at the Arizona Corporation Commission. A key
component of the case is now expected to be a request for full revenue
decoupling from sales as an improved replacement for the current Lost Fixed Cost
Recovery (LFCR) clause (partial-decoupling on sales to offset about 2/3 of the
revenues lost as a result of distributed generation).

Figure 1: Unchanged PNW FY16 Guidance

2016 Guidance

Blectric Gross Margin $2.34B-2.39B
Retail cust grow th 1.5-2.5%
Weather norm retail elec sales 0-1.0%
O&M * $825M-$845M
Other (D&A, 4 Corn deferrals, TOTI) $645M-$665M
Interest expense (& AFUDC) $155M-$165M
NI fo non-controlling interests ~$20M|
Eff tax rate 34-35%
Average diluted common shares outstanding ~112M]
EPS $3.90-$4.10
UBSe EPS $4.05
Consensus EPS $3.99
* Excludes O&M of $114 million, and offsetting revenues,

associated with renewable energy and energy efficiency programs.

Source: Company Filings, UBS estimates

No equity need through 2020 keeps earnings intact as '18
ratebase is reduced $200M

Management had previously highlighted that 2016 guidance assumes extension of
bonus depreciation and a corresponding reduction of required secondary equity
issuances. The guided ratebase CAGR from 2014-2018 remains 6%-7 %, although
2018 is now projected to include $7.4B of gen and dist ratebase vs $7.6B
previously as a result of bonus depreciation. However, the company now sees no
need for equity issuance through the end of the decade as a result of the cash
benefits from the effects of bonus deferred taxes. As a result, management
expects no net effect on earnings growth from bonus depreciation through the
planning horizon (2018). Projected capex was increased $95M for 2016 ($1.2B)
and is unchanged in 2017 ($1.3B), with 2018 initiated at ~$160M below 2018
levels ($1.1B). Management expects EPS growth to be between dividend growth
of 5% and ratebase growth of 6%-7%. Our estimates result in a 2014-2019E
CAGR of 5.5%.

Management expects EPS growth
to be between dividend growth
of 5% and ratebase growth of
6%-7%. Our estimates result in a
2014-2019 CAGR of 5.5%.
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Figure 2: PNW Ratebase Growth, 2014-2018E
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What's new at PNW?

e Arizona rate case to be filed June 1: With four other rate cases expected to
be executed in 2016, APS’ would be at least the fifth in a series of rate
decisions appears likely to be resolved in mid-2017 under the auspices of three
new ACC commissioners (only Doug Little and Tom Forese will remain on the
ACC). A notice of intent was filed on Jan 29t%, which included the following
parameters:

(0]

Will propose new rates go into effect July 1, 2017 based on a test year
ended Dec 31, 2015 (with some post-test year adjustments)

Will propose universal demand rates with an emphasis on residential rate
design. Will propose shifting time-of-use rates (TOU) to later in the day to
better match peak demand in the 5pm-6pm period experienced in the last
year as solar has already shifted the peak-time hours. Just as this is the
key risk for solar economics in California, we suspect implementation of
TOU rates and shift in compensation could prove a similar dynamic in AZ/
At the current net metering rate, an APS filing in October
estimated the monthly "cost shift" for rooftop solar customers is
~$67. According to the utility, residential solar customers only pay for
36% of the cost of transmitting electricity to their homes. More
generally, we note that each side is calling out the other's credibility on an
issue that could get 'ugly' before a final decision is made.

Will propose a revenue per customer decoupling mechanism that will be
adjusted annually to replace the existing Lost Fixed Cost Recovery (LFCR)
mechanism. The decoupling clause will be proposed on a trial basis
through the next ratecase as a rate stabilizing mechanism during the
transition to a new overall rate structure.

Will request the deferral of $900M costs related to the SCRs at Four
Corners (in service 2018) and the fast-ramping nat gas modernization
project at Ocotillo (in service 2019). For the SCR's, the utility will propose
a step mechanism for this next ratecase to reflect the deferred SCR costs
similar to the treatment of the Four Corners acquisition.

Figure 3: PNW 2018E Ratebase Breakdown

Source: UBS estimates, Company filings

Generation
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80%
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e We will be watching the proceedings for the UNS Electric ratecase to get  PNW has filed testimony in this

a read on sentiment in the state following recent turnover at the Arizona case.

Corporation Commission. PNW has filed testimony in this case to participate

early in the discussion on rate design issues, with support for a three-part rate

design which incorporates a fixed service charge and energy charge and a

demand charge. PNW notes that this concept was proposed and supported

by both UNS Electric and the ACC staff. The UNS case is ~6 months ahead of

PNW's:

o Staff and Intervenor Direct Testimony-except Rate Design due in
November 2015.

o Staff and Intervenor Direct Testimony-Rate Design due in December 2015.
0  UNS Electric Rebuttal Testimony due in January 2016.

o Staff and Intervenor Surrebuttal Testimony due in February 2016.

o Hearings commence March 1, 2016.

0 Open Meeting May/June 2016.

e Cost of service docket testimony due Feb 25th. Regulators voted 4-1
(Chairman Bitter-Smith dissenting) to move forward with a combined generic
docket to consider both cost of service and the value of solar ahead of the
next ratecase filing, expected on June 1, 2016. The docket will consider topics
including methodologies for determining the cost to serve customers with
solar and the value of solar. This follows APS' withdrawal of a request to
increase the interim $20/mo fixed charge for solar customers (up from
$4.90/mo currently) and the company's recommendation to discuss the issues
generically in the near-term in order to speed up the ratecase proceeding next
year. APS is focused on attempting to generate a Commission decision on
these issues by March 2016 so that they can use the results in the rate case.

o How high will the demand charge be raised? Under the current solar
tariff, customers pay roughly $5/mo for an average system (assuming
7kW * $0.70/kW). With the previous proposal in the state having been
closer to $21/mo, we suspect a compromise is likely to be struck closer to
the higher figure (albeit still below). Following the latest federal ITC
extension, we perceive less concern over the impact of higher fixed tariffs.
The thought process in the initial $5/mo rate appears to have been tied to
an ‘incremental’ approach, effectively reducing subsidies to the industry
gradually.

0 Workshop on solar should yield ‘methodology’: Ultimately, we
continue to expect relatively little out of the solar workshop, expecting
simply a ‘methodology’ on how to calculate the cost shift to be
determined. This in our mind would establish rough frameworks on the
‘value of solar’ to the distribution network. We increasingly perceive this
to be a complicated question as small penetrations appear to defer the
need for grid upgrades, while greater penetrations would appear to drive
higher estimates. We look for California to perform its own calculation on
the value of solar, seemingly through the latest Distribution Resource Plan
(DRPs) filed by utilities to illustrate both the merits and necessary
investments to accommodate growing distributed solar penetration. Only
with this clarity does the commission appear to feel comfortable in having

Pinnacle West Capital Co. 22 February 2016 S UBS 5



adequate clarity to meaningfully move from the current compensation
scheme.

e Preliminary residential solar applications through Dec 2015 are up 73%
year over year at 14,130 as monthly totals in July and October reached record
highs, eclipsing the previous records in May and June (see table below for a
month by month comparison). AZ rooftop solar applications in 4Q15 were
71% higher year over year at nearly 3,950, with over 37,000 residential
photovoltaic (PV) systems installed in APS's territory at yearend '15 (281 MW).
While residential solar applications remain strong, we still expect PNW to
achieve at least 9.5% ROE through the next rate increase.

Figure 4: Residential PV Applications in APS Territory, 2013-2015
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e The utility's AZ Sun solar program announced the completion of two 10-
MW projects under a utility-scale pilot. Ultimately, we see APS as agnostic to
either utility-scale (e.g., its 20MW solution at the Redhawk CCGT in the
desert) or its more novel distributed solution. While both options have
comparable cost (~$3,250/kW), we see the bigger issue as being whether the
ACC determines there is need for the capacity to fulfill its obligations. The
doubt relates to the current penetration of DG in the state, which is ahead of
the targets, as well as projected load growth statistics for the state.

e APS announced a partnership with the Department of the Navy to
develop a 25-MW microgrid project at Marine Corps Air Station Yuma. The
utility also plans to install a 40-MW solar facility this year on behalf of some
larger customers. Both projects are reflected in the 2016 capex budget.

e The APS Solar Partner residential rooftop solar program is more than
halfway toward its goal of 1,500 APS-owned installations (expected to be

Pinnacle West Capital Co. 22 February 2016 K UBS 6
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complete by mid-2016), with the first installation completed in 3Q15. APS will
install and own residential rooftop solar systems on 1,500 homes, reaching
~10 MW in cumulative capacity. APS will use this program to evaluate the
interaction of DG solar with the grid, in collaboration with the Electric Power
Research Institute (EPRI). Contingent on the results, we expect this pilot to be
scaled at some point in 2016-2017 after all initial systems are installed and
evaluated, although we don't anticipate any real scaling of this effort to
compete with 'private’ solar developers. We suspect its pilot program could
well be expanded to a full-scale program as the company attempts to push
through another avenue for revenue and ratebase growth. While its current
program is not competitive against third party leasing providers, we believe
any additional effort would likely craft a program that would be competitive.

e Launched the Solar Innovation Study, a 75-home demand rate
"laboratory" to study the optimal integration of various energy saving and
renewable/distributed technologies, such as solar panels, battery storage,
smart thermostats, and high efficiency HVAC systems. Customers in the study
will be on the utility's existing residential demand rate to study the use of
technology to manage peak demand and reduce bills.

e In May, APS' self-build expansion option at Ocotillo (3 GE 102-MW
turbines) was chosen in the RFP for 300 MW of dispatchable peaking
capacity by the summer of 2018 or 2019. At the same time, the cost estimate
for the project was reduced to $500M from a previous estimate of $600M-
$700M. The in-service date was pushed out a year too to 2019.

e We expect another RFP in March 2016 for end-of-decade generation
needs, to include solutions for the expiration of the Gila River and Arlington
contracts from 2017-2019. Ratebasing the plants might be one possible
pathway. The company also has two 10-year heat rate option contracts
expired at the end of 2015 (500 MW and 150 MW) that have been used for
hedging but as generic instruments, these have never matched load very
efficiently. We continue to see asset acquisitions around the next rate case as
a real potential; timing of any deal would likely be in TH16 given the desire to
minimize lag on any investment. This would be incremental to our estimates.

Management remains quiet on its prospects heading into what is likely to be a
competitive process.

e Timing of need for new resources? With a high-20% reserve margin,
mgmt does not appear poised to invest in new plant additions to replace
either the Heat Rate Call Options (which weren’t that useful anyway) or even
immediately as expiring tolls for Gila River and Arlington roll off. As such, it
does not appear likely the company will be pursuing additional plant
acquisitions in rate base, akin to the effort to acquire the Four Corners coal
plant recently.

e APS is upgrading IT systems to enable participation in the California ISO
energy imbalance market as well as the integration of advanced metering and
an improved customer interface.

0 APS declared its intention to join the western interconnect Energy
Imbalance Market in mid-May. Utility APS announced plans to join the
western interconnect Energy Imbalance Market (EIM) in Oct 2016, with
systems ready by next summer.

Pinnacle West Capital Co. 22 February 2016 S UBS 7



0 We also flag POR (Portland General) has recently indicated its willingness
to join this group.

o More efficiency in integrating Western renewables into the grid?
Given the expected sharp intermittency issues introduced by growing
renewable penetration into the grid, we see EIM as helping to reduce the
‘cost' of backstopping generation to work around greater wind and solar.
EIM penetration appears to save greater sums prospectively.

o It appears the ACC's concerns are more oriented towards the cost
of EIM implementation, rather than underlying jurisdictional concerns of
associating with the CAISO (and potential for FERC intervention).

e Following similar moves in California, we expect an RFP in 2016 for 10
MW of grid-scale storage to be in service by end of 2018. This follows
petitions in the Ocotillo case by RUCO (APS signed a settlement) to evaluate
batteries as an alternative. PNW intends to develop a grid-scale storage
proposal to develop MWs to effectively meet ‘peak’ load needs in lieu of
additional peak capacity. While still preliminary, we think these investments
would indeed be eligible for ratebasing, potentially additive to its current
investment plan. This remains relatively long-dated.

e With concerns around solar the clearest overhang on shares, we emphasize
many investors have largely ignored the corresponding question of reliability in
high penetration of distributed resources. Akin to California, we suspect the
story's capital deployment may yet evolve towards greater investment
opportunities in upgrades to the grid to accommodate higher levels of
distributed resources. Further, we would downplay concerns around grid
‘defection' given the significant reliability characteristics demanded by
customers — and corresponding costs to achieve under a truly independent
scheme. We don't believe investors would be wise to be negative on PNW on
the thesis of grid defection given real reliability needs.

e Where do the commissioners stack up on solar issues? If there were to be
a spectrum, voting records would appear to suggest that Commissioner Bob
Burns is likely the least pro-utility, particularly following his petition to push
APS for public disclosure of campaign donations to Political Action
Committees (PACs). In contrast, we perceive new Chair Little as being towards
the middle of remaining of commissioners. Tobin has a limited track record of
views on energy off which to judge his position. It's notable that the
Chairwoman, Susan Bittersmith, was targeted by a solar industry group
'‘Checks and Balances' despite her modestly more pro-solar attitudes. She
ultimately had to resign after the efforts started by the group clouded out her
ability to act effectively in her multiple roles.

e Solar policy likely to be revised with higher demand charges: Following
the trend of adjacent states (CA and NV), Arizona is likely to change its
compensation structure for residential solar as part of its next series of rate
cases. We would expect the precedent on how to address compensation
(whether its fixed charges or shift in NEM rate, and new magnitude) to be
established prior to the APS case in the TEP case to be resolved likely in ~late
2016. We suspect the new approach is likely to reflect higher demand charges
for all customers, rather than just solar customers (under the current $0.70/W
rules imposed as part of the last settlement).

Pinnacle West Capital Co. 22 February 2016 S UBS 8



Estimates largely unchanged

Our estimates are largely unchanged, with $200M lower ratebase in 2018 as a
result of bonus depreciation offset with the elimination of equity issuances
through the end of the decade. We had previously assumed a $225M equity
issuance in 2017.

Figure 5: PNW EPS

No equity issuances through the

end of the decade.

2013A 2014A 2015A 2016E 2017E 2018E 2019E

UBS estimates $3.66 $3.58 $3.92 $4.05 $4.19 $4.54 $4.65

CAGR 2014-2019E 5.4%
Guidance $3.90-$4.10 ~5% DPS growth

Previous UBSe $3.66 $3.58 $3.78 $4.05 $4.19 $4.54 $4.67

Consensus $3.66 $3.58 $3.79 $3.99 $4.19 $4.37 $4.45

ROE Guidance 9.70%  Expect ~9.5% or better in 2016+ vs. 10% Auth

Source: Company Filings, UBSe

Valuation: Raise PT $4 to $73 for higher peer P/E multiple
as roll forward to 2018E P/E

We're rolling forward our peer P/E-based valuation to a 2018E P/E and raise our PT
$4 for a higher utility peer P/E in recent weeks. We are removing our_premium
valuation to a peer multiple to reflect our concerns that regulatory risks exist
around the composition of any new commission; we emphasize risk will likely
increase through the 12-month period beginning June 1st around its rate case
filing.

Figure 6: PNW Price Target

Pinnacle West Valuation: P/E Derived on 2018EPS

Valuation Price Target [Valuation

2018EPS $4.54 2018EPS $4.54 2018EPS $4.54
P/E Multiple 16.0x P/E Multiple 16.0x P/E Multiple 16.0x]
Premium/(Disc.) -10% ‘Premium 0% 'Premium 5%
Value $65.00] [Vvalue $73.00 Value $76.00)

Source: Company Filings, UBSe
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Pinnacle West Capital Co. (PNW.N)

Income statement (US$m) 12/13 12/14 12/15 12/16E % ch 12/17E % ch 12/18E 12/19E 12/20E
Revenues 3,455 3,492 3,495 3,588 2.6 3,653 1.8 3,751 3,810 3,870
Gross profit 2,359 2,312 2,394 2,397 0.1 2,462 2.7 2,560 2,619 2,679
EBITDA (UBS) 1,273 1,247 1,367 1,314 -39 1,370 4.3 1,457 1,506 1,558
Depreciation & amortisation (416) (417) (494) (424) -14.3 (430) 1.5 (437) (445) (453)
EBIT (UBS) 858 830 873 890 2.0 939 56 1,020 1,061 1,105
Associates & investment income 0 0 0 0 - 0 - 0 0 0
Other non-operating income 0 0 0 0 - 0 - 0 0 0
Net interest (187) (185) (179) (171) 4.4 (197) -15.2 (217) (240) (268)
Exceptionals (incl goodwill) 0 0 0 0 - 0 - 0 0 0
Profit before tax 671 644 694 719 36 743 33 803 822 837
Tax (231) (221) (238) (252) -5.9 (260) -3.3 (281) (288) (293)
Profit after tax 440 424 456 467 2.5 483 33 522 534 544
Preference dividends 0 0 0 0 - 0 - 0 0 0
Minorities (34) (26) (19) (16) 12.9 (16) 0.0 (16) (16) (16)
Extraordinary items 0 0 0 0 - 0 - 0 0 0
Net earnings (local GAAP) 406 398 437 451 31 466 34 506 518 527
Net earnings (UBS) 406 398 437 451 31 466 34 506 518 527
Tax rate (%) 34.4 34.2 343 35.0 2.2 35.0 0.0 35.0 35.0 35.0
Per share (US$) 12/13 12/14 12/15 12/16E % ch 12/17E % ch 12/18E 12/19E 12/20E
EPS (UBS, diluted) 3.66 3.58 3.92 4.05 3.4 4.19 3.4 4.54 4.65 4.74
EPS (local GAAP, diluted) 3.66 3.58 3.92 4.05 3.4 4.19 3.4 4.54 4.65 4.74
EPS (UBS, basic) 3.66 3.58 3.92 4.05 34 4.19 3.4 4.54 4.65 4.74
Net DPS (US$) 2.20 2.28 2.38 2.48 4.2 2.60 4.8 2.72 2.84 2.96
Cash EPS (UBS, diluted)? 7.42 7.33 8.35 7.86 -5.9 8.06 2.5 8.47 8.65 8.81
Book value per share 37.85 39.35 41.30 42.76 3.6 44 .35 3.7 46.17 47.99 50.67
Average shares (diluted) 110.81 111.18 111.55 111.29 -0.2 111.29 0.0 111.29 111.29 111.29
Balance sheet (US$m) 12/13 12/14 12/15 12/16E % ch 12/17E % ch 12/18E 12/19E 12/20E
Cash and equivalents 10 8 39 202 NM 232 14.7 317 604 877
Other current assets 1,034 966 851 839 -1.4 848 1.0 860 868 788
Total current assets 1,044 973 891 1,041 16.9 1,079 3.7 1,177 1,472 1,666
Net tangible fixed assets 9,900 10,145 10,628 11,421 7.5 12,250 7.3 12,919 13,580 14,312
Net intangible fixed assets 283 241 241 241 0.0 241 0.0 241 241 241
Investments / other assets 2,282 2,954 3,268 3,268 0.0 3,268 0.0 3,268 3,268 3,268
Total assets 13,509 14,314 15,028 15,972 6.3 16,839 54 17,606 18,561 19,487
Trade payables & other ST liabilities 925 1,028 1,085 1,124 3.6 1,143 1.7 1,170 1,187 1,077
Short term debt 694 531 358 325 -9.11 325 0.00 300 300 300
Total current liabilities 1,619 1,559 1,442 1,449 0.5 1,468 1.3 1,470 1,487 1,377
Long term debt 2,796 3,031 3,462 3,987 15.2 4,512 13.2 4,837 5,337 5,837
Other long term liabilities 4,753 5,204 5,404 5,641 4.4 5,788 2.6 6,025 6,261 6,498
Preferred shares 0 0 0 0 - 0 - 0 0 0
Total liabilities (incl pref shares) 9,168 9,794 10,309 11,077 75 11,768 62 12,332 13,085 13,712
Common s/h equity 4,194 4,367 4,584 4,759 3.8 4,936 3.7 5,139 5,340 5,639
Minority interests 146 152 136 136 0.0 136 0.0 136 136 136
Total liabilities & equity 13,509 14,314 15,028 15,972 6.3 16,839 54 17,606 18,561 19,487
Cash flow (US$m) 12/13 12/14 12/15 12/16E % ch 12/17E % ch 12/18E 12/19E 12/20E
Net income (before pref divs) 406 398 437 451 3.1 466 3.4 506 518 527
Depreciation & amortisation 416 417 494 424 -14.3 430 1.5 437 445 453
Net change in working capital (166) 1M1 (160) 35 - 11 -70.0 15 9 (31)
Other operating 879 565 798 675 -154 612 -9.3 702 710 639
Operating cash flow 1,535 1,491 1,570 1,585 1.0 1,519 42 1,659 1,682 1,588
Tangible capital expenditure (1,016) 911) (1,076) (1,205) -12.0 (1,285) -6.6 (1,124) (1,124) (1,124)
Intangible capital expenditure 0 0 0 0 - 0 - 0 0 0
Net (acquisitions) / disposals 0 0 0 0 - 0 - 0 0 0
Other investing 7 (12) 10 (10) - (10) - (10) (10) (10)
Investing cash flow (1,009) (923) (1,066) (1,215) -14.0 (1,295) -6.6 (1,134) (1,134) (1,134)
Equity dividends paid (235) (217) (260) (276) -6.1 (289) -4.8 (303) (316) 0
Share issues / (buybacks) 17 (247) 19 0 - 0 - 0 0 0
Other financing 17) (20) (35) 0 - 0 - 0 0 0
Change in debt & pref shares 74 73 279 492  76.06 525 6.71 300 500 500
Financing cash flow (161) 411) 4 216 NM 236 9.1 (3) 184 500
Cash flow inc/(dec) in cash 365 157 507 586 15.6 460 -21.6 522 732 954
FX '/ non cash items (382) (159) (475) (424) 10.9 (430) -1.5 (437) (445) (682)
Balance sheet inc/(dec) in cash (17) (2) 32 163 NM 30 -81.7 86 287 273

Source: Company accounts, UBS estimates. (UBS) metrics use reported figures which have been adjusted by UBS analysts.'Cash EPS (UBS, diluted) is calculated using UBS net income adding back depreciation and
amortization.
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Pinnacle West Capital Co. (PNW.N)

Valuation (x) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E
P/E (local GAAP, diluted) 15.3 15.9 16.0 16.8 16.3 15.0 14.7 14.4
P/E (UBS, diluted) 15.3 15.9 16.0 16.8 16.3 15.0 14.7 14.4
P/CEPS 7.5 7.7 7.5 8.7 8.5 8.1 7.9 7.7
Equity FCF (UBS) yield % 8.4 9.2 7.1 5.0 3.1 7.1 7.4 6.1
Net dividend yield (%) 3.9 4.0 3.8 3.6 3.8 4.0 4.2 4.3
P/BV x 1.5 1.4 1.5 1.6 1.5 1.5 1.4 1.3
EV/revenues (core) 3.0 3.0 3.2 2.5 2.5 2.6 2.5 2.5
EV/EBITDA (core) 8.1 8.4 8.2 6.8 6.8 6.6 6.4 6.2
EV/EBIT (core) 12.0 12.6 12.9 10.0 9.9 9.5 9.1 8.7
EV/OpFCF (core) 12.0 12.6 12.9 10.0 9.9 9.5 9.1 8.7
EV/op. invested capital 1.4 1.5 1.6 1.2 1.2 1.1 1.1 1.0
Enterprise value (US$m) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E
Market cap. 6,168 6,292 6,983 7,576 7,576 7,576 7,576 7,576
Net debt (cash) 3,434 3,518 3,668 3,945 4,358 4,712 4,712 4,712
Buy out of minorities 146 152 136 136 136 136 136 136
Pension provisions/other 514 454 481 481 481 4381 481 481
Total enterprise value 10,262 10,415 11,267 12,138 12,550 12,905 12,905 12,905
Non core assets 0 0 0 (3,256) (3,256) (3,256) (3,256) (3,256)
Core enterprise value 10,262 10,415 11,267 8,882 9,294 9,649 9,649 9,649
Growth (%) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E
Revenue 4.6 1.1 0.1 2.6 1.8 2.7 1.6 1.6
EBITDA (UBS) 1.0 -2.0 9.6 -39 4.3 6.4 3.4 34
EBIT (UBS) 0.2 -3.2 5.1 2.0 5.6 8.6 4.1 4.1
EPS (UBS, diluted) 4.6 -2.4 9.6 3.4 34 8.4 2.4 1.9
Net DPS 3.8 3.6 4.4 4.2 4.8 4.6 4.4 4.2
Margins & Profitability (%) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E
Gross profit margin 68.3 66.2 68.5 66.8 67.4 68.3 68.7 69.2
EBITDA margin 36.9 35.7 39.1 36.6 37.5 38.8 39.5 40.3
EBIT margin 24.8 23.8 25.0 24.8 25.7 27.2 27.9 28.5
Net earnings (UBS) margin 11.8 114 12.5 12.6 12.8 13.5 13.6 13.6
ROIC (EBIT) 11.9 11.6 12.2 11.9 1.7 12.0 11.9 1.7
ROIC post tax 7.8 7.6 8.0 7.7 7.6 7.8 7.7 7.6
ROE (UBS) 9.9 9.3 9.8 9.7 9.6 10.0 9.9 9.6
Capital structure & Coverage (x) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E
Net debt / EBITDA 2.7 2.8 2.8 3.1 34 3.3 3.3 34
Net debt / total equity % 80.2 78.7 80.1 84.0 90.8 91.4 91.9 91.1
Net debt / (net debt + total equity) % 44.5 44.0 44.5 45.6 47.6 47.7 47.9 47.7
Net debt/EV % 33.9 34.1 336 46.3 49.6 50.0 52.2 54.5
Capex / depreciation % NM NM NM NM NM NM NM NM
Capex / revenue % 29.4 26.1 NM NM NM 30.0 29.5 29.0
EBIT / net interest 4.6 4.5 49 52 4.8 4.7 4.4 4.1
Dividend cover (UBS) 1.7 1.6 1.6 1.6 1.6 1.7 1.6 1.6
Div. payout ratio (UBS) % 60.0 63.8 60.7 61.2 62.1 59.9 61.1 62.5
Revenues by division (US$m) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E
Others 3,455 3,492 3,495 3,588 3,653 3,751 3,810 3,870
Total 3,455 3,492 3,495 3,588 3,653 3,751 3,810 3,870
EBIT (UBS) by division (US$m) 12/13 12/14 12/15 12/16E 12/17E 12/18E 12/19E 12/20E
Others 858 830 873 890 939 1,020 1,061 1,105
Total 858 830 873 890 939 1,020 1,061 1,105
Source: Company accounts, UBS estimates. (UBS) metrics use reported figures which have been adjusted by UBS analysts.
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Forecast returns
Forecast price appreciation
Forecast dividend yield
Forecast stock return
Market return assumption

Forecast excess return

Valuation Method and Risk Statement

+7.0%
3.7%
+10.7%
5.7%

+5.0%

Factors that could negatively impact our estimates and price target include greater
than expected fuel or general cost escalation; unfavorable regulatory outcomes
with regard to current rates cases or fuel cost adjustment clauses; unplanned plant
or transmission outages; unfavorable weather; interest rates; and higher than

anticipated slowdown in real estate activity.
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Required Disclosures

This report has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates
are referred to herein as UBS.

For information on the ways in which UBS manages conflicts and maintains independence of its research product; historical
performance information; and certain additional disclosures concerning UBS research recommendations, please visit
www.ubs.com/disclosures. The figures contained in performance charts refer to the past; past performance is not a reliable
indicator of future results. Additional information will be made available upon request. UBS Securities Co. Limited is licensed
to conduct securities investment consultancy businesses by the China Securities Regulatory Commission. UBS acts or may act
as principal in the debt securities (or in related derivatives) that may be the subject of this report.

Analyst Certification: Each research analyst primarily responsible for the content of this research report, in whole or in
part, certifies that with respect to each security or issuer that the analyst covered in this report: (1) all of the views expressed
accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner,
including with respect to UBS, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to
the specific recommendations or views expressed by that research analyst in the research report.

UBS Investment Research: Global Equity Rating Definitions

12-Month Rating Definition Coverage' IB Services?
Buy FSR is > 6% above the MRA. 48% 36%
Neutral FSR is between -6% and 6% of the MRA. 39% 28%
Sell FSR is > 6% below the MRA. 12% 22%
Short-Term Rating Definition Coverage’® IB Services*
Buy a’gock price expect_ed to rise within three mqnths from the time <1% <1%
e rating was assigned because of a specific catalyst or event.
Sell Stock price expected to fall within three months from the time <1% <1%

the rating was assigned because of a specific catalyst or event.

Source: UBS. Rating allocations are as of 31 December 2015.

1:Percentage of companies under coverage globally within the 12-month rating category.

2:Percentage of companies within the 12-month rating category for which investment banking (IB) services were provided
within the past 12 months.

3:Percentage of companies under coverage globally within the Short-Term rating category.

4:Percentage of companies within the Short-Term rating category for which investment banking (IB) services were provided
within the past 12 months.

KEY DEFINITIONS: Forecast Stock Return (FSR) is defined as expected percentage price appreciation plus gross dividend
yield over the next 12 months. Market Return Assumption (MRA) is defined as the one-year local market interest rate
plus 5% (a proxy for, and not a forecast of, the equity risk premium). Under Review (UR) Stocks may be flagged as UR
by the analyst, indicating that the stock's price target and/or rating are subject to possible change in the near term, usually
in response to an event that may affect the investment case or valuation. Short-Term Ratings reflect the expected near-
term (up to three months) performance of the stock and do not reflect any change in the fundamental view or investment
case. Equity Price Targets have an investment horizon of 12 months.

EXCEPTIONS AND SPECIAL CASES: UK and European Investment Fund ratings and definitions are: Buy: Positive
on factors such as structure, management, performance record, discount; Neutral: Neutral on factors such as structure,
management, performance record, discount; Sell: Negative on factors such as structure, management, performance
record, discount. Core Banding Exceptions (CBE): Exceptions to the standard +/-6% bands may be granted by the
Investment Review Committee (IRC). Factors considered by the IRC include the stock's volatility and the credit spread of the
respective company's debt. As a result, stocks deemed to be very high or low risk may be subject to higher or lower bands
as they relate to the rating. When such exceptions apply, they will be identified in the Company Disclosures table in the
relevant research piece.

Research analysts contributing to this report who are employed by any non-US affiliate of UBS Securities LLC are not
registered/qualified as research analysts with FINRA. Such analysts may not be associated persons of UBS Securities LLC and
therefore are not subject to the FINRA restrictions on communications with a subject company, public appearances, and
trading securities held by a research analyst account. The name of each affiliate and analyst employed by that affiliate
contributing to this report, if any, follows.

Pinnacle West Capital Co. 22 February 2016 S UBS 13


http://www.ubs.com/disclosures

UBS Securities LLC: Julien Dumoulin-Smith; Michael Weinstein; Paul Zimbardo.

Company Disclosures
Company Name Reuters 12-month rating Short-term rating Price Price date

Pinnacle West Capital Co.5 16 PNW.N Neutral N/A  US$68.25 19 Feb 2016

Source: UBS. All prices as of local market close.
Ratings in this table are the most current published ratings prior to this report. They may be more recent than the stock

pricing date

6. This company/entity is, or within the past 12 months has been, a client of UBS Securities LLC, and investment
banking services are being, or have been, provided.

16. UBS Securities LLC makes a market in the securities and/or ADRs of this company.

Unless otherwise indicated, please refer to the Valuation and Risk sections within the body of this report. For a complete set
of disclosure statements associated with the companies discussed in this report, including information on valuation and risk,
please contact UBS Securities LLC, 1285 Avenue of Americas, New York, NY 10019, USA, Attention: Investment Research.
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Global Disclaimer

This document has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS.

Global Research is provided to our clients through UBS Neo, the UBS Client Portal and UBS.com (each a "System"). It may also be made available through third party
vendors and distributed by UBS and/or third parties via e-mail or alternative electronic means. The level and types of services provided by Global Research to a client may
vary depending upon various factors such as a client's individual preferences as to the frequency and manner of receiving communications, a client's risk profile and
investment focus and perspective (e.g. market wide, sector specific, long-term, short-term, etc.), the size and scope of the overall client relationship with UBS and legal
and regulatory constraints.

When you receive Global Research through a System, your access and/or use of such Global Research is subject to this Global Research Disclaimer and to the terms of
use governing the applicable System.

When you receive Global Research via a third party vendor, e-mail or other electronic means, your use shall be subject to this Global Research Disclaimer and to UBS's
Terms of Use/Disclaimer (http:/Awww.ubs.com/global/en/legalinfo2/disclaimer.html). By accessing and/or using Global Research in this manner, you are indicating that
you have read and agree to be bound by our Terms of Use/Disclaimer. In addition, you consent to UBS processing your personal data and using cookies in accordance
with our Privacy Statement (http://www.ubs.com/global/en/legalinfo2/privacy.html) and cookie notice (http:/www.ubs.com/global/en/homepage/cookies/cookie-
management.html).

If you receive Global Research, whether through a System or by any other means, you agree that you shall not copy, revise, amend, create a derivative
work, transfer to any third party, or in any way commercially exploit any UBS research provided via Global Research or otherwise, and that you shall not
extract data from any research or estimates provided to you via Global Research or otherwise, without the prior written consent of UBS.

For access to all available Global Research on UBS Neo and the Client Portal, please contact your UBS sales representative.

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or
would subject UBS to any registration or licensing requirement within such jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it
a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. No representation or warranty, either expressed or
implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document (‘the Information’), except with respect to
Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities, markets or developments referred to in the
document. UBS does not undertake to update or keep current the Information. Any opinions expressed in this document may change without notice and may differ or
be contrary to opinions expressed by other business areas or groups of UBS. Any statements contained in this report attributed to a third party represent UBS's
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation
have not been reviewed by the third party.

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor's individual
circumstances or otherwise constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgement in
making their investment decisions. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of
investors. Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed
securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market conditions. Foreign currency rates of
exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For investment advice, trade execution or
other enquiries, clients should contact their local sales representative.

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising
out of the use of all or any of the Information.

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results.

This document and the Information are produced by UBS as part of its research function and are provided to you solely for general background information. UBS has no
regard to the specific investment objectives, financial situation or particular needs of any specific recipient. In no circumstances may this document or any of the
Information be used for any of the following purposes:

(i) valuation or accounting purposes;
(i) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or
(iii) to measure the performance of any financial instrument.

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for
any of the above purposes or otherwise rely upon this document or any of the Information.

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained in this document is
based on numerous assumptions. Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this document may
interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information. UBS relies on
information barriers to control the flow of information contained in one or more areas within UBS into other areas, units, groups or affiliates of UBS. The compensation
of the analyst who prepared this document is determined exclusively by research management and senior management (not including investment banking). Analyst
compensation is not based on investment banking revenues; however, compensation may relate to the revenues of UBS Investment Bank as a whole, of which
investment banking, sales and trading are a part.

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity
provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions
expressed in this document.

United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties
or professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation
Authority.  France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the ACPR
(Autorité de Controle Prudentiel et de Résolution) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this
document, the document is also deemed to have been prepared by UBS Securities France S.A. Germany: Prepared by UBS Limited and distributed by UBS Limited and
UBS Deutschland AG. UBS Deutschland AG is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). Spain: Prepared by UBS Limited and distributed
by UBS Limited and UBS Securities Espaia SV, SA. UBS Securities Espana SV, SA is regulated by the Comisién Nacional del Mercado de Valores (CNMV).  Turkey:
Distributed by UBS Limited. No information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments
and services in the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG
is not licensed by the Turkish Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other
offering material related to the instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey
without the prior approval of the Capital Market Board. However, according to article 15 (d) (i) of the Decree No. 32, there is no restriction on the purchase or sale of
the securities abroad by residents of the Republic of Turkey. Poland: Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce regulated
by the Polish Financial Supervision Authority. Where an analyst of UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce has contributed to this
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document, the document is also deemed to have been prepared by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and
distributed by UBS Bank (O00). Switzerland: Distributed by UBS AG to persons who are institutional investors only. UBS AG is regulated by the Swiss Financial
Market Supervisory Authority (FINMA). Italy: Prepared by UBS Limited and distributed by UBS Limited and UBS Italia Sim S.p.A. UBS Italia Sim S.p.A. is regulated by the
Bank of Italy and by the Commissione Nazionale per le Societa e la Borsa (CONSOB). Where an analyst of UBS Italia Sim S.p.A. has contributed to this document, the
document is also deemed to have been prepared by UBS ltalia Sim S.p.A.  South Africa: Distributed by UBS South Africa (Pty) Limited (Registration No.
1995/011140/07), an authorised user of the JSE and an authorised Financial Services Provider (FSP 7328). Israel: This material is distributed by UBS Limited. UBS
Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. UBS Securities
Israel Ltd is a licensed Investment Marketer that is supervised by the Israel Securities Authority (ISA). UBS Limited and its affiliates incorporated outside Israel are not
licensed under the Israeli Advisory Law. UBS Limited is not covered by insurance as required from a licensee under the Israeli Advisory Law. UBS may engage among
others in issuance of Financial Assets or in distribution of Financial Assets of other issuers for fees or other benefits. UBS Limited and its affiliates may prefer various
Financial Assets to which they have or may have Affiliation (as such term is defined under the Israeli Advisory Law). Nothing in this Material should be considered as
investment advice under the Israeli Advisory Law. This Material is being issued only to and/or is directed only at persons who are Eligible Clients within the meaning of
the Israeli Advisory Law, and this material must not be relied on or acted upon by any other persons. Saudi Arabia: This document has been issued by UBS AG (and/or
any of its subsidiaries, branches or affiliates), a public company limited by shares, incorporated in Switzerland with its registered offices at Aeschenvorstadt 1, CH-4051
Basel and Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi closed joint stock company
incorporated in the Kingdom of Saudi Arabia under commercial register number 1010257812 having its registered office at Tatweer Towers, P.O. Box 75724, Riyadh
11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by the Capital Market Authority to conduct securities business under license number
08113-37. Dubai: The information distributed by UBS AG Dubai Branch is intended for Professional Clients only and is not for further distribution within the United
Arab Emirates.  United States: Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of UBS AG; or by a group,
subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a ‘non-US affiliate’ ) to major US institutional investors only. UBS Securities LLC or UBS
Financial Services Inc. accepts responsibility for the content of a document prepared by another non-US affiliate when distributed to US persons by UBS Securities LLC or
UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this document must be effected through UBS Securities LLC or UBS Financial
Services Inc., and not through a non-US affiliate. UBS Securities LLC is not acting as a municipal advisor to any municipal entity or obligated person within the meaning
of Section 15B of the Securities Exchange Act (the "Municipal Advisor Rule"), and the opinions or views contained herein are not intended to be, and do not constitute,
advice within the meaning of the Municipal Advisor Rule. Canada: Distributed by UBS Securities Canada Inc., a registered investment dealer in Canada and a Member-
Canadian Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada or is otherwise exempt from registration. Brazil:
Except as otherwise specified herein, this material is prepared by UBS Brasil CCTVM S.A. to persons who are eligible investors residing in Brazil, which are considered to
be: (i) financial institutions, (ii) insurance firms and investment capital companies, (iii) supplementary pension entities, (iv) entities that hold financial investments higher
than R$300,000.00 and that confirm the status of qualified investors in written, (v) investment funds, (vi) securities portfolio managers and securities consultants duly
authorized by Comissao de Valores Mobiliarios (CVM), regarding their own investments, and (vii) social security systems created by the Federal Government, States, and
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