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COMPOSITE OF AMENDED
RESTATED CERTIFICATE OF INCORPORATION
OF
AMERICAN ELECTRIC POWER COMPANY, INC.
Under Section 807 of the Business Corporation Law

The undersigned, being respectively the Vice Pesgidand Assistant Secretary of American Electriovél
Company, Inc., hereby certify that:

I. Name. The name of the corporation is AMERICAN ELECTRROWER COMPANY, INC. The name un
which the corporation was formed is American Gas Blectric Company.

Il. Date of Filing of Certificate of Incorporation. The certificate of consolidation forming the corgtion wa
filed by the Department of State on February 12519

[ll. Original Certificate Superseded. The certificate of incorporation, as amended toéoee, is hereby restat
without further amendment or change to read adrhest forth in full:
1. The name of the corporation shall be AMERICANEETRIC POWER COMPANY, INC

2. The purposes for which the corporation is fatraee:

(&) To acquire, hold and dispose of the stockdbspmotes, debentures and other securities andadibin:
(hereinafter called "securities") of any persormfiassociation, or corporation, private, publicramicipal, or of an
body politic, including, without limitation, sectigs of electric and gas utility companies; and lvlthe owner ¢
such securities, to possess and exercise in regpeof all the rights, powers and privileges wihership therea
including voting power;

(b) To aid in any manner permitted by law any perdirm, association or corporation in whose siies the
corporation may be interested, directly or indiggcand to do any other act or thing permitted by Ifor the
preservation, protection, improvement or enhanceéroérthe value of such securities or the propedpgresente
thereby or securing the same or owned, held orgssssl by such person, firm, association or corporat

(c) To acquire, construct, own, maintain, opeeate dispose of real or personal property usedefulis the
business of an electric utility company or gasitytitcompany and such other real or personal prgpastmay b
permitted by law; and

(d) To do everything necessary, proper, advisableonvenient for the accomplishment of the forag
purposes, and to do all other things incidentah&mn or connected with them that are not forbidoyefaw or by thi
certificate of incorporation.

3. The city and county in which the office of @poration is to be located are the City and CpohiNew York.

4.1. The aggregate number of shares which theocatipn is authorized to issue is 600,000,000 shafeCommo
Stock of the par value of $6.50 ea

4.2. Each share of the Common Stock shall be equal respects to every other share of the ComBitoick. Ever
holder of record of the Common Stock shall havewte for each share of Common Stock held by himesrfor the
election of directors and upon all other matt

4.3. The corporation may, at any time and fronetbm time, issue and dispose of any of the autbdrand unissut
shares of the Common Stock for such considerat®omay be fixed by the Board of Directors, subjectany
provisions of law then applicable, and subject he provisions of any resolutions of the stockhadef the
corporation relating to the issue and dispositibsuzh shares

4.4. Upon any issuance for money or other conatder of any stock of the corporation, or of angséies
convertible into any stock of the corporation, oy &lass whatsoever which may be authorized frone tio time, n
holder of stock of any kind shall have any preewgtor other right to subscribe for, purchase orirex an
proportionate or other share of the stock or séesrso issued, but the Board of Directors mayadispof all or an
portion of such stock or securities as and whemay determine free of any such rights, whetherfbsring the sam
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to stockholders or by sale or other dispositiothasBoard of Directors may deemS&ekiisaBé fsro\sdiledvever, the
if the Board of Directors shall determine to issmel sell any shares of Common SESeR(ifclidingtHerpurposes
this paragraph, any security convertible into Comrstock, but excluding shares of Common Stock audiritie:
convertible into Common Stock theretofore reacqlity the corporation after having been duly issugak
excluding shares of Common Stock and securitievertible into Common Stock issued to satisfy cosi®@r ol

option rights theretofore granted by the corporgtenlely for money and other than |
(i) a public offering thereof, or

(i) an offering thereof to or through underwrgeor dealers who shall agree promptly to make digq
offering thereof, or

(i) any other offering thereof which shall halseen authorized or approved by the affirmative voéest it
person or by proxy, of the holders of record of @arity of the outstanding shares of Common Stouikled to vott
at the stockholders' meeting at which action diale been taken with respect to such other offering

such shares of Common Stock shall first be offgnedrata, except that the corporation shall not be oblid&t
offer or to issue any fractional interest in a fahare of Common Stock, to the holders of recordhef thel
outstanding shares of Common Stock (excluding antshg shares of Common Stock held for the beoéfitolder:
of scrip certificates or other instruments représgnfractional interests in a full share of Comnftock) upon tern
which, in the judgment of the Board of Directorstloé corporation, shall be not less favorable (aithdeduction ¢
such reasonable compensation for the sale, undegvar purchase of such shares by underwriteeaters as mi
lawfully be paid by the corporation) to the puratrathan the terms upon which such shares are dfterethers the
such holders of Common Stock; and provided thattithe within which such preemptive rights shall deercise
may be limited to such time as to the Board of €iwes may seem proper, not less, however, thandenr(14) day
after the mailing of notice that such preemptights are available and may be exercised.

5. Directors shall hold office after the expiratiof their terms until their successors are eleced hav
qualified. Directors need not be stockhold

6. To the fullest extent permitted by the New Y@&usiness Corporation Law as it exists on the Hateof or as
may hereafter be amended, no director of the catjmor shall be liable to the corporation or itsc&twlders fo
damages for any breach of duty as a director. Agpeal or modification of the foregoing sentence thg
stockholders of the corporation shall not adversdhgct any right or protection of a director oktleorporatio
existing at the time of such repeal or modificati

7.1.(A) In addition to any affirmative vote reqedr by law or this certificate of incorporation (amher provision ¢
this certificate of incorporation notwithstandingd except as otherwise expressly provided ingoapd 7.2

(1) any merger or consolidation of the corporat@nany Subsidiary (as hereinafter defined) withafny
Interested Stockholder (as hereinafter defined)iiprany other corporation (whether or not itsel &ntereste
Stockholder) which is, or after such merger or otidation would be, an Affiliate (as hereinafterfided) of ar
Interested Stockholder; or

(2) any sale, lease, license, exchange, mortgagége, transfer or other disposition (in one taatisn or
series of transactions) to or with any Interestéatci&older or any Affiliate of any Interested Stbolder of an
assets of the corporation or any Subsidiary hawdngaggregate Fair Market Value (as hereinafternddji o
$100,000,000 or more; or

(3) the issuance or transfer by the corporatioany Subsidiary (in one transaction or a serigsanfsactions
of any securities of the corporation or any Sulasidio any Interested Stockholder or any Affiliafeany Intereste
Stockholder having an aggregate Fair Market Valu&1®0,000,000 or more, other than the issuanceeofiritie:
upon the conversion of convertible securities & torporation or any Subsidiary which were not &eguby suc
Interested Stockholder (or such Affiliate) from ttwrporation or a Subsidiary; or

(4) the adoption of any plan or proposal for tly@itlation or dissolution of the corporation propdy or ol
behalf of any Interested Stockholder or any Affdiaf any Interested Stockholder; or

(5) any reclassification of securities (includiagy reverse stock split), or recapitalization arganization c
the corporation, or any merger or consolidatiothef corporation with any of its Subsidiaries, oy arlf tender offe
for or repurchase of securities of the corporatignthe corporation or any Subsidiary or any oth@ngactio
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(whether of not with or into or otherwise involviramy Interested Stockholderﬁ%?@’t&ﬁ %@gﬁhb"f@ffdtrectly ol
indirectly, of increasing the proportionate shafréhe outstanding shares of any cla8¥ ot seriesjoity or convertibl
securities of the corporation or any Subsidiarychihis directly or indirectly owned by any Interabs®tockholder ¢

any Affiliate of any Interested Stockholder;

shall require the affirmative vote of the holdefsableast (i) seventfive per centum of the combined voting powe
the then issued and outstanding capital stock loflasses and series of the corporation havinghgotiowers (th
"Voting Stock"), voting together as a single claasd (ii) a majority of the combined voting powéttloe then issue
and outstanding Voting Stock beneficially ownedpgysons other than such Interested Stockholdeng/tgethe
as a single class, given at any annual meetingookisolders or at any special meeting called fat fhurpose. Su:
affirmative vote shall be required notwithstandiheg fact that no vote may be required, or thatsade percenta
may be specified, by law, by any other provisiontto§ certificate of incorporation or in any agresrwith an
national securities exchange or otherwise.

(B) The term "Business Combination” as used heshall mean any transaction which is referred tang
one or more of clauses (1) through (5) of sub-paaiy (A) of this paragraph 7.1.

7.2. The provisions of paragraph 7.1 shall notapelicable to any particular Business Combinatiang suc
Business Combination shall require only such afiitie vote, if any, as is required by law, any othevision o
this certificate of incorporation, and any agreemeith any national securities exchange, if alltbé condition
specified in either of the following s-paragraphs (A) or (B) are mt

(A) The Business Combination shall have been amuardy a majority of the Disinterested Directors
hereinafter defined).

(B) All of the following conditions shall have beenet:

(1) The aggregate amount of the cash and theMraiket Value as of the date of the consummatiothefBusines
Combination (the "Consummation Date") of considerabther than cash to be received per share bgeh®lo
Common Stock in such Business Combination shaditbeast equal to the highest of the followingoging intende
that the requirements of this clause (1) shalldopiired to be met with respect to every share tftanding Commc
Stock, whether or not the Interested Stockholdergraviously acquired any shares of Common St

() (if applicable) the highest per share pricacliuding any brokerage commissions, transfer teeec
soliciting dealers' fees) paid by the InteresteztE&tolder for any shares of Common Stock acquised ) within
the fiveyear period immediately prior to the first publionr@uncement of the terms of the proposed Bus
Combination (the "Announcement Date") or (y) in tin@nsaction in which it became an Interested Stolcler
whichever is higher;

(i) the Fair Market Value per share of CommoncBton the Announcement Date or on the date on wihie
Interested Stockholder became an Interested Stttdih(such latter date is referred to herein as'Beterminatiol
Date"), whichever is higher; and

(i) an amount which bears the same or greatezguegage relationship to the Fair Market Value giaare c
Common Stock on the Announcement Date as the Higleeshare price determined in clause (B)(1)(9vabbear
to the Fair Market Value per share of Common Stockihe date of the commencement of the acquisdiotine
Common Stock by such Interested Stockholder.

(2) The aggregate amount of cash and the Fair &arklue as of the Consummation Date of considmratithe
than cash to be received per share by holdersavéstof any other class or series of outstandininydtock sha
be at least equal to the highest of the followiiigoéing intended that the requirements of thisuista(2) shall t
required to be met with respect to every classeoies of outstanding Voting Stock, whether or et tntereste
Stockholder has previously acquired any sharespairicular class or series of Voting Stoc

(i) (if applicable) the highest per share pricacliuding any brokerage commissions, transfer taeee
soliciting dealers' fees) paid by the InterestedcEtolder for any shares of such class or seriegading Stocl
acquired by it (x) within the fivgrear period immediately prior to the AnnouncemeateDor (y) in the transaction
which it became an Interested Stockholder, whichevikigher;

(i) the Fair Market Value per share of such classeries of Voting Stock on the Announcement eiter
the Determination Date, whichever is higher;
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(ii) (if applicable) the highest preferential anmi per share to which thesﬁfﬁ?d'é%; %‘ﬁdl‘é@ offi slEss ¢
series of Voting Stock are entitled in the eventaay liquidation, dissolution or %vmél?’l up of tlwerporation
whether voluntary or involuntary; and

(iv) an amount which bears the same or greaterepéage relationship to the Fair Market Value pers o
such class or series of Voting Stock on the Anneoment Date as the highest per share price detedrimrng#ause (B)
(2)(i) above bears to the Fair Market Value pershad such Voting Stock on the date of the commerarg of thi
acquisition of such Voting Stock by such Interessalckholder.

(3) The consideration to be received by holdera pérticular class or series of outstanding Vosgck (includini
Common Stock) shall be in cash or in the same fasrnthe Interested Stockholder has previously paighares (
such class or series of Voting Stock. If the lested Stockholder has paid for shares of any olaseries of Votin
Stock with varying forms of consideration, the foaihconsideration to be received by each holdesuzh class «
series of Voting Stock shall be, at the optionwdtsholder, either cash or the form used by therésted Stockhold
to acquire the largest number of shares of sucts @a series of Voting Stock previously acquiredthgrior to the
Announcement Date. The price determined in accmelavith clauses (1) and (2) of this sudragraph (B) shall |
subject to appropriate adjustment in the eventnyf stock dividend, stock split, combination of sksor simila
event.

(4) After the Determination Date and prior to @ensummation Date

(i) except as approved by a majority of the Disiasted Directors, there shall have been no faitudeclar
and pay at the regular dates therefor the full arhefi any dividends (whether or not cumulative) glalg on an
class or series of stock of the corporation havangreference over the Common Stock as to dividemdspor
liquidation; and

(i) there shall have been (x) no reduction in thearterly rate of dividends paid on the Commonck
(except as necessary to reflect any subdivisiothef Common Stock), except as approved by a majofitshe
Disinterested Directors, and (y) an increase irhsgearterly rate of dividends paid on such CommawclS a:
necessary to reflect any reclassification (inclgdamy reverse stock split), recapitalization, raoigation, self tend
offer for or repurchase of securities of the cogpion by the corporation or any Subsidiary or anyilar transactio
which has the effect of reducing the number of tamding shares of the Common Stock, unless tharga#o t
increase such quarterly rate is approved by a iibajirthe Disinterested Directors; and

(ii) such Interested Stockholder shall not hawedme the beneficial owner of any additional shari
Voting Stock except as part of the transaction whigsults in such Interested Stockholder becommdntereste
Stockholder or upon conversion of convertible siiesracquired by it prior to becoming an Interds&ockholder ¢
as a result of a pro rata stock dividend or stquit; and

(iv) such Interested Stockholder shall not haveeireed the benefit, directly or indirectly (exc
proportionately as a stockholder), of any loansjaades, guarantees, pledges or other financiastasse or te
credits or other tax advantages provided by theparation or any Subsidiary, whether in anticipatimnor in
connection with such Business Combination or otsswand

(v) such Interested Stockholder shall not haveseduany material change in the corporation's basimx
capital structure, including, without limitatiorhd issuance of shares of capital stock of the catjpm to any thir

party.

(5) A proxy or information statement describinge tproposed Business Combination and complying wh#
requirements of the Securities Exchange Act of 198! amended (the "Act"), and the rules and reiguis
thereunder (or any subsequent provisions replattiegAct, rules and regulations), shall be mailedayg at th
expense of the Interested Stockholder to publicksiolders of the corporation at least 30 days ptrthe
Consummation Date (whether or not such proxy ooringtion statement is required to be mailed purst@mhe
Act). The proxy or information statement shall @on at the front thereof in a prominent place &y
recommendation as to the advisability (or inadvigsp of the Business Combination which a majority the
Disinterested Directors may choose to state, andf(a majority of the Disinterested Directors sequests, tt
opinion of a reputable national investment banKing as to the fairness (or not) of such Businesm@ination fron
the point of view of the remaining public stockheisl of the corporation (such investment banking tio be engage
solely on behalf of the remaining public stockhosdé¢o be paid a reasonable fee for their senbgethe corporatio
upon receipt of such opinion, to be unaffiliatedhasuch Interested Stockholder, and, to be seldntes majority o
the Disinterested Directors



WPD-6
Screening Data Part 1 of 2

(6) The holders of all outstanding shares of ptBtock not beneficially owned B§etna°Ipitét¥stencBholder prio
to the consummation of any Business Combinatioll bleaentitled to receive in such Business Comlmatash c
other consideration for their shares of such Voftgck in compliance with clauses (1), (2) anddB3ubparagrap
(B) of this paragraph 7.2 (provided, however, tihat failure of any such holders who are exercisivegr statutor
rights to dissent from such Business Combinatiath rteive payment of the fair value of their shacesxchang
their shares in such Business Combination shalbaateemed to have prevented the condition sét iorthis claus
(6) from being satisfied

7.3. The following terms shall be deemed to h&aeemeanings specified belo

(A) The term "person” shall mean any individuaint corporation, group (as such term is used iguRaior
13D-G of the rules and regulations under the Axinaffect on January 1, 1988) or other entity.

(B) The term "Interested Stockholder" shall meag person (other than the corporation, any Subgide
any pension, profit sharing, employee stock ownrprsemployee savings or other employee benefit,ptanany
dividend reinvestment plan, of the corporationmy &ubsidiary or any trustee of or fiduciary widspect to any su
plan acting in such capacity) who or which:

(1) is the beneficial owner, directly or indirggtbf more than five per centum of the combinedngpower of th
then outstanding Voting Stock;

(2) is an Affiliate of the corporation and at atijme within the fiveyear period immediately prior to the date
guestion was the beneficial owner, directly or iadily, of more than five per centum of the combdiwveting powe
of the then outstanding Voting Stock;

(3) is an assignee of or has otherwise succeaedadyt shares of Voting Stock which were at any timighin the
five-year period immediately prior to the date in questbeneficially owned by an Interested Stockholdfesuct
assignment or succession shall have occurred icdbese of a transaction or series of transactnmsnvolving ¢
public offering within the meaning of the Secusti&ct of 1933, as amended (or any subsequent poasgiseplacin
such).

(C) A person shall be deemed a "beneficial ownégny Voting Stock:

(1) which such person or any of its Affiliates Associates (as hereinafter defined) beneficiallynewdirectly o
indirectly; or

(2) which such person or any of its Affiliates Associates has (i) the right to acquire (whetharhsright is
exercisable immediately or only after the passdger®), pursuant to any agreement, arrangemennderstandin
or upon the exercise of conversion rights, exchaigjgs, warrants or options, or otherwise, or ttii¢ right to vot
pursuant to any agreement, arrangement or unddnstgror

(3) which is beneficially owned, directly or indatly, by any other person with which such persoramy of its
Affiliates or Associates has any agreement, arnanege or understanding for the purpose of acquirimgding
voting or disposing of any shares of Voting Stc

(D) For the purpose of determining whether a peisaan Interested Stockholder pursuant to patagrap
(B) of this paragraph 7.3, the number of sharegating Stock deemed to be outstanding shall inclsltres deem
owned through application of sydaragraph (C) of this paragraph 7.3, but shalimdtude any other shares of Vot
Stock which may be issuable pursuant to any agregnarangement or understanding, or upon exerof
conversion rights, exchange rights, warrants oloapt or otherwise.

(E) The term "Affiliate" of, or a person "affiliat" with, a specified person shall mean a persandhectly
or indirectly through one or more intermediariesntcols, or is controlled by, or is under commomtcol with, the
person specified.

(F) The term "Associate" as used to indicate ati@iship with any person shall mean (1) any cafpon ol
organization (other than the corporation or a Siiasy) of which such person is an officer or partoeis, directly o
indirectly, the beneficial owner of ten per centommore of any class or series of equity securiigsany trust c
other estate in which such person has a substhetneficial interest or as to which such persomeseas trustee or
a similar fiduciary capacity, and (3) any relativespouse of such person, or any relative of spoase, who has t
same home as such pers
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(G) The term "Subsidiary" shall mean any corporatdf which a majority’ 8¢ 2y &#4%s or series ofiigg
security is owned, directly or indirectly, by therporation or by a Subsidiary or by the corpora&ma one or mo
Subsidiaries; provided, however, that for the pagsoof the definition of Interested Stockholder feeth in sub-
paragraph (B) of this paragraph 7.3, the term "#lidoy" shall mean only a corporation of which ajondy of eacl
class or series of equity security is owned, diyemt indirectly, by the corporation.

(H) The term "Fair Market Value" shall mean: {d)the case of stock, the highest closing saleepdiaring
the 30eay period immediately preceding the date in goasif a share of such stock on the Composite TapRdwn
York Stock Exchangeéisted Stocks, or, if such stock is not quoted loen Composite Tape, on the New York Si
Exchange, or if such stock is not listed on suclthaxge, on the principal United States securitiashang:
registered under the Act on which such stock tedior, if such stock is not listed on any suchhexge, the highe
closing bid quotation with respect to a share @hsstock during the 3@ay period preceding the date in questio
the National Association of Securities Dealers, Wuatomated Quotations System or any similar systesn in use
or if no such quotations are available, the fairkafaivalue on the date in question of a share chstock a
determined by a majority of the Disinterested Dive€ in good faith, in each case with respect ¥ @ass or serit
of such stock, appropriately adjusted for any diwid or distribution in shares of such stock or angdivision o
reclassification of outstanding shares of suchksiot a greater number of shares of such stoc@ngrcombinatio
or reclassification of outstanding shares of suokksinto a smaller number of shares of such stackt (2) in th
case of property other than cash or stock, thenfanket value of such property on the date in dqolests determine
by a majority of the Disinterested Directors in ddaith.

() In the event of any Business Combination inickhthe corporation is the survivor, the phi
"consideration other than cash to be received"sasl un clauses (1) and (2) of sparagraph (B) of paragraph
shall include the shares of Common Stock and/ostiaes of any other class or series of outstandatmg Stocl
retained by the holders of such shares.

(J) The term "Disinterested Director" shall meary anember of the Board of Directors of the corpor
who is unaffiliated with, and not a nominee of, th&erested Stockholder and who was a member oBtieed o
Directors prior to the Determination Date, and aogcessor of a Disinterested Director who is ulatkéd with, ani
not a nominee of, the Interested Stockholder ameasmmended to succeed a Disinterested Directar gjority o
the total number of Disinterested Directors theritenBoard of Directors.

(K) References to "highest per share price" simktach case with respect to any class or seriegoat
reflect an appropriate adjustment for any dividemddistribution in shares of such stock or any $ubibn ol
reclassification of outstanding shares of suchksioto a greater number of shares of such stockngrcombinatio
or reclassification of outstanding shares of suobksinto a smaller number of shares of such stock.

7.4. A majority of the Board of Directors of therporation shall have the power and duty to deteenfor the
purpose of these paragraphs 7.1 through 7.6, omdbkes of information known to them after reasoeahbfuiry
whether a person is an Interested Stockholder.e@me Board of Directors has made a determinagiorsuant to tr
preceding sentence, that a person is an Inter&tskholder, a majority of the total number of diges of th
corporation who would qualify as Disinterested Dioes shall have the power and duty to interprebfathe term
and provisions of these paragraphs 7.1 throughandto determine on the basis of information kndavthem afte
reasonable inquiry all facts necessary to ascectainmpliance therewith, including, without limitatio(A) the numbe
of shares of Voting Stock beneficially owned by gmerson, (B) whether a person is an Affiliate oisédate ¢
another, (C) whether the assets which are the cubfeany Business Combination have, or the comatien to b
received for the issuance or transfer of securliigshe corporation or any Subsidiary in any Bussn€ombinatio
has, an aggregate Fair Market Value of $100,000¢00ore and (D) whether all of the applicable é¢tods se
forth in subparagraph (B) of paragraph 7.2 have been met vafipect to any Business Combination.
determination pursuant to this paragraph 7.4 mad®od faith shall be binding and conclusive orpalties.

7.5. Nothing contained in these paragraphs 7dutiivr 7.6 shall be construed to relieve any InteceStockholde
from any fiduciary obligation imposed by la

7.6. Notwithstanding any other provisions of tbestificate of incorporation or the -laws of the corporation (a
notwithstanding the fact that a lesser percentagg Ibe specified by law, this certificate of incorgton or the by-
laws of the corporation), the affirmative vote b&tholders of at least (A) severitye per centum of the combin
voting power of the then issued and outstandingrngobtock, voting together as a single class, &)da(majority o
the combined voting power of the then issued anstanding Voting Stock beneficially owned by persather tha
an Interested Stockholder, voting together as glesinlass, given at any annual meeting of stocldrslar at an
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special meeting called for that purpose, shalldspiired to amend, alter, changé“{ﬁe'?@g)@ﬁ?bpéft haldptprovision
inconsistent with, these paragraphs 7.1 throughprdvided, however, that the forgaéggignsg f)frggv?siohmis paragrag
7.6 shall not apply to, and such vote shall notrdspuired for, any such amendment, alteration, changpeal ¢
adoption approved by a majority of the disinteredb&rectors, and any such amendment, alteraticem@é, repeal |
adoption so approved shall require only such vib&ny, as is required by law, any other provisadrthis certificat
of incorporation or the I-laws of the corporatior

8. The Secretary of State of the State of New Ysrkereby designated as the agent of the corparapon whor
any process in any action or proceeding againsiaiy be served. The address to which the Secrefd®yate sha
mail a copy of any process against the corporaemed upon him is: c/o CT Corporation System, Eiyhth, Nev
York, NY 10011.

9. The name of the registered agent upon whonttaadddress of the registered agent at which pscagainst tr
corporation may be served is: c/o CT Corporatipgst&n, 111 Eighth, New York, NY 1001
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AMERICAN ELECTRIC POWER COMPANY, INC.
(Formerly American Gas & Electric Company)

BY-LAWS
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As of 04/28/09

AMERICAN ELECTRIC POWER COMPANY, INC.
(Formerly American Gas and Electric Company)

BY-LAWS

Section 1. The annual meeting of the stockholdeod the Company shall be held on the fourth Wednesdgeof
April in each year, or on such other date as deterined by the Board of Directors, at an hour and plae within or
without the State of New York designated by the Bad of Directors. (As amended January 28, 1998.)

Section 2. Special meetings of the stockholderstbe Company may be held upon call of the Board of
Directors or of the Executive Committee, or of stadholders holding one-fourth of the capital stock, asuch time and
at such place within or without the State of New Yik as may be stated in the call and notice. (As aemded July 26,
1989.)

Section 3. Notice of time and place of every memgj of stockholders shall be mailed at least ten dayprevious
thereto to each stockholder of record who shall hafurnished a written address to the Secretary otie Company for
the purpose. Such further notice shall be given asay be required by law. But meetings may be heldithout notice
if all stockholders are present, or if notice is wized by those not present.

Section 4. Except as otherwise provided by law, ¢hholders of a majority of the outstanding capitaktock of
the Company entitled to vote at any meeting of thetockholders of the Company must be present in pers or by
proxy at such meeting of the stockholders of the Qopany to constitute a quorum. If, however, such marity shall
not be represented at any meeting of the stockholdeof the Company regularly called, the holders o& majority of
the shares present or represented and entitled tate thereat shall have power to adjourn such meetito another
time without notice other than announcement of adjarnment at the meeting, and there may be successive
adjournments for like cause and in like manner untithe requisite amount of shares entitled to votetasuch meeting
shall be represented. (As amended May 20, 1952.)

Section 5. As soon as may be after their electiomeach year, the Board of Directors or the Executie
Committee shall appoint three inspectors of stockHders' votes and elections to serve until the finadjournment of
the next annual stockholders' meeting. If they faito make such appointment, or if their appointeesor any of them,
fail to appear at any meeting of stockholders, th€hairman of the meeting may appoint inspectors, oan inspector, to
act at that meeting.

Section 6. Meetings of the stockholders shall begsided over by the Chairman of the Board, or if has not
present, by the President, or, if neither the Chaiman of the Board nor the President is present, by ®ice President,
and in his absence, by a Chairman to be elected e meeting. The Secretary of the Company shall aas Secretary
of such meetings, if present. (As amended Janua®3, 1979.)

Section 7. The Board of Directors shall consist guch number of directors, not less than nine (9)ar more
than seventeen (17), as shall be determined frommte to time as herein provided. Directors shall belected at each
annual meeting of stockholders and each director selected shall hold office until the next annual m&ting of
stockholders and until his successor is elected andalified. The number of directors to be electeat any annual
meeting of stockholders shall, except as otherwigeovided herein, be the number fixed in the latestesolution of the
Board of Directors adopted pursuant to the authoriy contained in the next succeeding sentence and rsatbsequently
rescinded. The Board of Directors shall have powdrom time to time and at any time when the stockhlolers are not
assembled as such in an annual or special meetiry, resolution adopted by a majority of the directos then in office,
or such greater number required by law, to fix, witin the limits prescribed by this Section 7, the nmber of directors
of the Company. If the number of directors is inceased, the additional directors may, to the extemermitted by law,
be elected by a majority of the directors in officeat the time of the increase, or, if not so electeatior to the next
annual meeting of stockholders, such additional dectors shall be elected at such annual meeting. ttfe number of
directors is decreased, then to the extent that théecrease does not exceed the number of vacancreshie Board then
existing, such resolution may provide that it shalbecome effective forthwith, and to the extent thathe decrease
exceeds such number of vacancies such resolutiorafitprovide that it shall not become effective untithe next electior
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of directors by the stockholders. If the Board oDirectors shall fail to adopt a resolutio§%lER IReSanhitidly the
number of directors, the number of directors shallbe twelve (12). If, after the number o¥%irector&hall have been
fixed by such resolution, such resolution shall cea to be in effect other than by being superseded lanother such
resolution, or it shall become necessary that theumber of directors be fixed by these By-Laws, theumber of
directors shall be that number specified in the last of such resolutions, whether or not such resdlan continues in
effect. (As amended April 23, 1997.)

Section 8. Vacancies in the Board of Directors malye filled by the Board at any meeting.

Section 9. Meetings of the Board of Directors shidbe held at times fixed by resolution of the Boardor upon
the call of the Executive Committee, the Chairmanfathe Board, the President or the Presiding Direar and the
Secretary or officer performing his duties shall gve reasonable notice of all meetings of directorgrovided, that a
meeting may be held without notice immediately aftethe annual election at the same place, and noticeeed not be
given of regular meetings held at times fixed by olution of the Board. Meetings may be held at antyme without
notice if all the directors are present, or if thog not present waive notice either before or aftethie meeting. The
number of directors necessary to constitute a quom for the transaction of business shall be any nunds, which may
be less than a majority of the Board but not lesshian one-third of its number, duly assembled at a neting of such
directors. Any one or more members of the Board oof any committee thereof may participate in a meatg of the
Board or such committee by means of a conferencdephone or similar communications equipment allowig all
persons participating in the meeting to hear eachtber at the same time. Participation by such meansonstitutes
presence in person at a meeting. (As amended Ded&n 10, 2003.)

Section 10. The Board of Directors, by resolutioadopted by a majority of the entire Board, may degjnate
among its members an Executive Committee and one arore other committees, each consisting of three)(8r more
directors, and each of which, to the extent provid@in such resolution, shall have all the authorityof the
Board. However, no such committee shall have authity as to any of the following matters:

(a) The submission to shareholders of any action & which shareholders' authorization is required ly law;
(b) The filling of vacancies in the Board of Direobrs or in any committee;

(c) The fixing of compensation of any director forserving on the Board or on any committee

(d) The amendment or repeal of these E-Laws or the adoption of new B-Laws; or

(e) The amendment or repeal of any resolution of #gnBoard which by its terms shall not be so amendablor
repealable.

The Board of Directors shall have the power at angime to increase or decrease the number of membea$ any
committee (provided that no such decrease shall rede the number of members to less than three), tdlfvacancies or
it, to remove any member of it, and to change itauhctions or terminate its existence. Each commiteemay make such
rules for the conduct of its business as it may deenecessary. A majority of the members of a comniée shall
constitute a quorum.

The Board of Directors shall also have the power tdesignate or appoint at any time and from time tdime one
or more individuals who have acquired as a former glector or officer of the Company substantial experence with the
Company's affairs as an Honorary Director, such indvidual or individuals to meet with the Board of Directors, or
certain of the directors, at the invitation of theChairman of the Board, from time to time for the purpose of rendering
advice to the Board of Directors or such directorsvith respect to the Company's affairs for such comensation as
shall be payable to directors of the Company who & not serving, at the time in question, as officersr employees of
the Company or of American Electric Power Service @rporation; provided, however, that under no circumstances
shall such individual or individuals be authorizedor empowered to participate in the management or dection of the
affairs of the Company or to perform the functionsof a director or officer of the Company (as each sth term is
defined by the provisions of Rule 70 promulgated byhe Securities and Exchange Commission under theqvisions of
Section 17(c) of the Public Utility Holding CompanyAct of 1935, as such definition shall be in effeett any time in
guestion) or any similar function. (As amended Apit 26, 1978.)

Section 11. The Board of Directors, as soon as mhg after the election each year, shall appoint oref their
number Chairman of the Board and one of their numbe President of the Company, and shall appoint oneranore
Vice Presidents, a Secretary and a Treasurer, anddm time to time shall appoint such other officersas they deem
proper. The same person may be appointed to moréan one office. (As amended January 23, 197!
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Section 12. The term of office of all officers stisbe one year, or until their respééf%&°$0ict&&ssrare elected
but any officer may be removed from office at anyime by the Board of Directors, unless otherwise aged by
agreement in writing duly authorized by the Board d Directors. (As amended December 15, 2003.)

Section 13. The officers of the Company shall haxgich powers and duties as generally pertain to tireoffices,
respedively, as well as such powers and duties as frorimte to time shall be conferred by the Board of Diretors or the
Executive Committee.

Section 14. The shares of stock of the Company dhae represented by a certificate or shall be uncéficated
shares as provided for under New York law. Sharem the capital stock of the Company shall be trangfrred or
assigned on the books of the Company only upon Gurrender to the Company or its transfer agent of aertificate
representing shares, duly endorsed or accompanied fproper evidence of succession, assignation, ortaarity to
transfer, with such proof of the authenticity of the signature as the Company or its agents may reasaly require in
the case of shares evidenced by a certificate ortificates or (ii) receipt of transfer instructions from the registered
owner of uncertificated shares reasonably acceptablto the Company and its agents. (As amended Dedeen 12,
2007.)

Section 15. To the fullest extent permitted by laywthe Company shall indemnify any person made, or
threatened to be made, a party to any action or preeeding (formal or informal), whether civil, criminal,
administrative or investigative and whether by or n the right of the Company or otherwise, by reasownf the fact that
such person, such person's testator or intestates or was a director, officer or employee of the Copany, or of any
subsidiary or affiliate of the Company, or served ay other corporation, partnership, joint venture, trust, employee
benefit plan or other enterprise in any capacity athe request of the Company, against all loss and&pgense including,
without limiting the generality of the foregoing, judgments, fines (including excise taxes), amountsig in settlement
and attorneys' fees and disbursements actually angecessarily incurred as a result of such action @roceeding, or
any appeal therefrom, and all legal fees and expees incurred in successfully asserting a claim fondemnification
pursuant to this Section 15; provided, however, thiano indemnification may be made to or on behalf oany director,
officer or employee if a judgment or other final agudication adverse to the director, officer or empbyee establishes
that such person's acts were committed in bad faitlr were the result of active and deliberate dishagsty and were
material to the cause of action so adjudicated, dhat such person personally gained in fact a finanal profit or other
advantage to which such person was not legally etiéd.

In any case in which a director, officer or employe of the Company (or a representative of the estatd such
director, officer or employee) requests indemnificaon, upon such person's request the Board of Direars shall meet
within sixty days thereof to determine whether suclperson is eligible for indemnfication in accordance with the
standard set forth above. Such a person claimingidemnification shall be entitled to indemnificationupon a
determination that no judgment or other final adjudication adverse to such person has established thatich person's
acts were committed in bad faith or were the resulof active and deliberate dishonesty and were mateal to the cause
of action so adjudicated, or that such person persally gained in fact a financial profit or other advantage to which
such person was not legally entitled. Such determation shall be made:

(a) by the Board of Directors acting by a quorum cosisting of directors who are not parties to the a@n or
proceeding in respect of which indemnification is@ught; or

(b) if such quorum is unobtainable or if directed ty such quorum, then by either (i) the Board of Diretors
upon the opinion in writing of independent legal cansel that indemnification is proper in the circumgances
because such person is eligible for indemnificatiom accordance with the standard set forth above,rdii) by
the stockholders upon a finding that such person isligible for indemnification in accordance with the standarc
set forth above. Notwithstanding the foregoing, @etermination of eligibility for indemnification may be made
in any manner permitted by law.

To the fullest extent permitted by law, the Companyshall promptly advance to any person made, or thr&tened
to be made, a party to any action or proceeding (faal or informal), whether civil, criminal, adminis trative or
investigative and whether by or in the right of theCompany or otherwise, by reason of the fact thatieh person, such
person's testator or intestate, is or was a directpofficer or employee of the Company, or of any dusidiary or affiliate
of the Company, or served any other corporation oany partnership, joint venture, trust, employee beefit plan or
other enterprise in any capacity at the request ahe Company, expenses incurred in defending suchtimns or
proceedings, upon request of such person and receipf an undertaking by or on behalf of such directo, officer or
employee to repay amounts advanced to the extentahit is ultimately determined that such person wasot eligible
for indemnification in accordance with the standardset forth above.
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The foregoing provisions of this Section 15 shalldbdeemed to be a contract betR8&A#ERBmpany andoh
director, officer or employee of the Company, or i subsidiaries or affiliates, and any modificatioror repeal of this
Section 15 or such provisions of the New York Busass Corporation Law shall not diminish any rights o obligations
existing prior to such modification or repeal withrespect to any action or proceeding theretofore athereafter
brought; provided, however, that the right of indemmification provided in this Section 15 shall not bedeemed
exclusive of any other rights to which any directoy officer or employee of the Company may now be drereafter
become entitled apart from this Section 15, underrgy applicable law including the New York Business Grporation
Law. Irrespective of the provisions of this Sectio 15, the Board of Directors may, at any time or fom time to time,
approve indemnification of directors, officers, emjoyees or agents to the full extent permitted by # New York
Business Corporation Law at the time in effect, whiaer on account of past or future actions or
transactions. Notwithstanding the foregoing, the @mpany shall enter into such additional contracts pviding for
indemnification and advancement of expenses with igictors, officers or employees of the Company orstsubsidiaries
or affiliates as the Board of Directors shall authaze, provided that the terms of any such contracthall be consistent
with the provisions of the New York Business Corpaation Law.

As used in this Section 15, the term "employee" stianclude, without limitation, any employee, including any
professionally licensed employee, of the Companyuch term shall also include, without limitation, aay employee,
including any professionally licensed employee, af subsidiary or affiliate of the Company who is aghg on behalf of
the Company.

The indemnification provided by this Section 15 shihbe limited with respect to directors, officers ad
controlling persons to the extent provided in any ndertaking entered into by the Company or its subsgliaries or
affiliates, as required by the Securities and Exchage Commission pursuant to any rule or regulation bthe Securities
and Exchange Commission now or hereafter in effect.

If any action with respect to indemnification of drectors or officers is taken by way of amendment tthese By-
Laws, resolution of the Board of Directors, or by greement, then the Company shall give such notice the
stockholders as is required by law.

The Company may purchase and maintain insurance obehalf of any person described in this Section 15
against any liability which may be asserted againsguch person whether or not the Company would havie power to
indemnify such person against such liability undethe provisions of this Section 15 or otherwise.

If any provision of this Section 15 shall be foundo be invalid or limited in application by reason d any law,
regulation or proceeding, it shall not affect any ther provision or the validity of the remaining provisions hereof.

The provisions of this Section 15 shall be applicdto claims, actions, suits or proceedings madegrmmenced
or pending after the adoption hereof, whether arisig from acts or omissions to act occurring beforeraafter the
adoption hereof. (As amended October 29, 1986.)

Section 16. These By-Laws may be amended or addedat any meeting of the Board of Directors by
affirmative vote of a majority of all of the directors, if notice of the proposed change has been dedred or mailed to
the directors five days before the meeting, or iflathe directors are present, or if all not presentassent in writing to
such change; provided, however, that the provisionsf Section 7 relating to the number of directors @nstituting the
Board of Directors may be amended only by the affmative vote, in person or by proxy, of the holdersf a majority of
the outstanding shares of capital stock entitled twote at any meeting of the stockholders of the Cqmany; and
provided further that the provisions of Section 7 ¢her than those relating to the number of directorsconstituting the
Board of Directors, and the provisions of this Sean 16 may be amended or added to only by the affirative vote, in
person or by proxy, of the holders of two-thirds otthe outstanding shares of capital stock entitledotvote at any
meeting of the stockholders of the Company; and praded further, in the event of any such amendmentraaddition
pursuant to vote by the stockholders of the Companythat such amendment or addition, or a summary thesof, shall
have been set forth or referred to in the notice ofuch meeting. (As renumbered and amended Octob28, 1986.)

Section 17. Each holder of common stock shall haeae vote for every share of common stock entitled vote
which is registered in his or her name on the recardate for the meeting. In cases where the numbef nominees is
less than or equal to the number of directors to belected, each director to be elected by stockholdeshall be elected
by the vote of the majority of the votes cast at gnmeeting for the election of directors at which auorum is
present. For purposes of this Section 17, a majayiof votes cast shall mean that the number of vasecast “for” a
director’s election exceeds 50% of the total numbeof votes cast with respect to that director’s eléion. Votes cast
shall include votes “for,” “against” or to withhold authority in each case and exclude abstentions Wwitespect to that
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director’s election. In cases where the number of nomineesceeds the numberp%feagié?&%tgg?ﬁ b Zlected, ea
director to be elected by stockholders shall be alted by the vote of a plurality of the voté¥ dasttany meeting for the

election of directors at which a quorum is present.

If a nominee for director who is an incumbentirector is not elected at a meeting of stockholdsrand no
successor has been elected at the meeting, the dice shall tender his or her resignation to the Boed of Directors
promptly after the certification of the election results by the inspector of elections. The Committeen Directors and
Corporate Governance shall make a recommendation tthe Board of Directors whether or not to accept tk tendered
resignation. The Board of Directors shall make thelecision whether or not to accept the tendered rmation, taking
into account the Committee on Directors and Corporge Governance’s recommendation. The Board’s decan about
the tendered resignation, and the rationale behinthe decision, shall be disclosed in a public annoaement within 90
days after the date of the certification of the elgtion results by the inspector of elections. The @nmittee on Directors
and Corporate Governance in making its recommendatin, and the Board of Directors in making the decisin, may
consider any factors or other information that theyconsider appropriate and relevant. The director vino tenders his
or her resignation shall not participate in the reommendation of the Committee on Directors and Corpate
Governance or the decision of the Board of Directa about his or her resignation. If the incumbent @ector’s
resignation is not accepted by the Board of Directs, such director shall continue to serve until thanext annual
meeting and until his or her successor is duly elezd, or his or her earlier resignation or removal. If a director’s
resignation is accepted by the Board of Directorsyrsuant to this By-Law, or if a nominee for directa is not elected
and the nominee is not an incumbent director, thethe Board of Directors, in its sole discretion, mayill any resulting
vacancy pursuant to the provisions of Sections 7 dr8 or may decrease the size of the Board of Dirext pursuant to
the provisions of Section 7. (As amended April 22009.)
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TRANSMISSION COORDINATION AGREEMENT

Between
Public Service Company of Oklahoma,
Southwestern Electric Power Company,
West Texas Utilities Company
and

American Electric Power Service Corporation

This TRANSMISSION COORDINATION AGREEMENT, hereinaftcalled “Agreement,is made and entered into as of the d
, 2002, by and among West Texas Utilfies\pany “WTU”), Public Service Company of Oklahoma (“PSGii)d Southwestern Elect

Power Company (“SWEPCQ"), hereinafter separatelgrred to as “Company” and jointly as “Companiesid American Electric Power Serv
Corporation (“AEPSC").

WHEREAS, Companies are the owners and operatoirsericonnectedyeneration, transmission and distribution fac#itigith which the
are engaged in the business of transmitting atidgelectric power to the general public, to otbatities and to other electric utilities; and

WHEREAS, Companies achieve economic benefits fair tustomers through coordinated planning, opemaind maintenance of their
transmission facilities in the SPP;

NOW, THEREFORE, the Companies and AEPSC mutuallgegs follows:
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ARTICLE |

TERM OF AGREEMENT
1.1 Effective Date

This Agreement shall become effective as of the daherican Electric PoweZompany, Inc. restructures its operating compapigsuar
to Orders issued by the Federal Energy Regulatomr@ission ("FERC" or "Commission") in Docket NosCEL-130-000 and ER01-26&®0, o
such later date as is established by the FERC. Atpisement shall continue in force and effect fdean of one year from the effective date
continue from year to year thereafter until terrtéilaby written notice given by any Company to titieeo Companies and to AEPSC. Such wr
notice shall become effective within 30 days ofipt

1.2 Periodic Review

This Agreement will be reviewed periodically by t@®ordinating Committee, adefined herein, to determine whether revisions
necessary to meet changing conditions. In the ebattrevisions are made by the Companies purdagdection 8.5, and after requisite approvi
acceptance for filing by the appropriate regulatanghorities, the Coordinating Committee may thiéeeafor the purpose of ready reference
single document, prepare for distribution to thempanies an amended document reflecting all chamgesd additions to this Agreement v
notations thereon of the date amended.

ARTICLE Il

DEFINITIONS
For purposes of this Agreement, the following digifins shall apply:

21 Agreemeishall mean this Transmission Coordination Agreenreritiding all attachments and schedules applytegeto and
any amendments made hereafter.

2.2 Ancillary Serviceshall mean those services that are necessary pmgupe transmission of capacity and energy fresource
to loads while maintaining reliable operation of thompaniestransmission facilities in accordance with GooditytPractice, as that term is defir
in the Open Access Transmission Tariff.

2.3 Company Dematiall mean the demand in megawatts of all retallvaimolesale power customers in the SPP on whosefl
the Company, by statute, franchise, regulatoryirement, or contract, has undertaken an obligatioconstruct and operate its transmission sy
to meet the reliable electric needs of such custenigegrated over a period of one hour, pluddkses incidental to that service.

2.4 Company Peak Demdnda period shall be the highest Company Demandrig hour during the period.

2.5 Control Areshall mean an electric power system or combinatibrelectric power systems to which a common auta
generation control scheme is applied for the puepapecified in the Open Access Transmission Tariff

2.6 Coordinating Committshall mean the organization established pursuadettion 4.1 of this Agreement and whose duties are
more fully set forth herein.

2.7 Designated Agesihall mean any entity that performs actions or fions on behalf of the Companies, an Eligible Com&p (a:
that term is defined in the Open Access Transmissariff), or the Transmission Customer requiredenthe Open Access Transmission Tariff.

2.8 Direct Assignment Facilitiskall mean facilities or portions of facilities &ied in the SPP that are constructed by the Coreg
for the sole use or benefit of a particular Trarssioin Customer requesting service under the OpeasicTransmission Tariff.

2.9 Generating Un#thall mean an electric generator, together withpitmie mover and all auxiliary and appurtenant devian
equipment designed to be operated as a unit fquribduction of electric capacity and energy.

2.10 _Houshall mean a clock-hour.

2.11 _Montishall mean a calendar month consisting of the eglplié 24-Hour periods as measured by Central Stdridane.

2.12 Network Integration Transmissiom&z shall mean the transmission service provided irSfAB under Part 11l of the Open

Access Transmission Tariff.

2.13 Open Access Transmission Tasfiidll mean the Open Access Transmission Tariff anffs filed on behalf of the Compan
with the Federal Energy Regulatory Commission by?SE or a regional transmission entigs such may be amended from time to time.

2.14 Pointo-Point Transmission Servichall mean the reservation and transmission ofaigpand energy on either a firm or non-
firm basis from the points of receipt to the poiotslelivery in the SPP under Part Il of the Opatdss Transmission Tariff.

2.15 PUCTEhall mean the Public Utility Commission of Texas.

2.16 Scheduling, System Control and Blisip Serviceshall mean the service required to schedule theemewnt of power throug
out of, within, or into a Control Area, as spedifia Schedule 1 of the Open Access Transmissioiff Tar
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2.18 Transmission Custonstiall mean any Eligible Customer as defined in@ipen Access Transmission Tariff (or its Design

Agent) that (i) executes a Service Agreement, ipréguests in writing that the Companies, or ttagent, file with the Federal Energy Regula
Commission a proposed unexecuted Service Agreetaeateive service under the Open Access Transmidsriff. This term is used in the Pa
Common Service Provisions of the Open Access Trassom Tariff to include customers receiving seevimder Part Il and Part Il of the Oy
Access Transmission Tariff.

2.19 Transmission Servigleall mean service provided in the SPP under PartRart Il of the Open Access Transmission Tarif

2.20 Transmission Systeimall mean the facilities owned, controlled or @ped by the Companies that are used to provide
transmission service in the SPP under Parts Illkwod the Open Access Transmission Tariff.

2.21 Transmission System Operator shefimthat party that is charged with monitoringréd@bility of the Companies’
Transmission System.
ARTICLE llI
OBJECTIVES

3.1 Purposes

The purposes of this Agreement are (a) to providecbntractual basis for the coordinated plannimdy@peration of the Companies’
transmission facilities in the SPP to achieve ogliraconomies, consistent with reliable electricvieer and regulatory and environmel
requirements and (b) to provide the means by wttiehCompanies will allocate among themselves themege that they receive for Part Il and
Il and Ancillary Services provided in the SPP untlee Open Access Transmission Tariff. Any reveneeeived by a Company(ies) from
provision of service under any other Part of the®pccess Transmission Tariff or any agreemerniff tarrate schedule other than the Open Ac
Transmission Tariff, will be kept by the Compangji¢hat is (are) the party(ies) to such Part, agese, tariff or rate schedule.

ARTICLE IV

COORDINATING COMMITTEE
4.1 Coordinating Committee

The Coordinating Committee is the organization ldisthed to oversee planning, construction, openatamd maintenance of |
Transmission System. The Coordinating Committee begmshall include at least one member represeptieh of the parties hereto who is n
member of the Operating Committee established utideRestated and Amended ARRest Operating Agreement. The chairperson, whad &le
appointed by the chief executive officer of thedwslof the majority of the common stock of the Camips, shall appoint the member representative
(s) of the Companies. Other than the chairperdueretshall be the same number of members repregestich Company. The majority of
members on the Coordinating Committee shall beesgmtatives of the Companies. Coordinating Comendggisions shall be by a majority vot:
those present. However, any member not presentvotayby proxy. The chairperson shall vote only ase of a tie. No employee of the Compa
engaged in marketing, sales or brokering of elgtgror an employee of any affiliate engaged omimed in the transmission, sale, or marketin
electricity or natural gas shall be appointed toseyve on, the Coordinating Committee.

4.2 Responsibilities of the Coordinatommittee

The Coordinating Committee shall be responsiblef@rseeing:

(a) the Companies in the coordinated planning eif ttlansmission facilities in the SPP, includinigdses for transmission planni
purposes and their interaction with independentesyoperators and other regional bodies that aeedsted in transmission planning; and

(b) compliance with the terms of the Open Accesm3mission Tariff and the rules and regulationthefFederal Energy
Regulatory Commission relating thereto.

4.3 Delegation and Acceptance of Autlyori

The Companies hereby delegate to the Coordinatorgrfiittee, and th€oordinating Committee hereby accepts, respontilailic
authority for the duties listed in this Article aatsewhere in this Agreement.

4.4 Reporting
The Coordinating Committee shallide periodic summary reports of its activities anthis Agreement to the transmission
reliability function employees of the Companies aidll keep such employees of the Companies infdrofesituations or problems that n
materially affect the reliability of the Transmissi System. Furthermore, the Coordinating Committgeees to report to the transmission
reliability function employees of the Companiesuch additional detail as is requested regardiegiip issues or projects under its oversight.
ARTICLE V
PLANNING

5.1 Transmission Planning
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The Companies agheg their respective transmission facilities ie ®PP shall be planfegenng Betalanedoba the hasithei
combined individual systems constitute a coordit@tansmission system and that the objective af fannffrgSh&l B maximize the econo
efficiency and reliability of the Transmission Syist as a whole. In this connection, the Coordina@ognmittee will from time to time, as it dee
appropriate, direct studies for transmission plagmurposes.

ARTICLE VI
TRANSMISSION

6.1 Delegation to the Transmission Syst@perator

The Companies shall delegate to Thensmission System Operator thesponsibility and authority to act on behalf oé
Companies for all of the requirements and purpo$éise Open Access Transmission Tariff.

6.2 Transmission Facilities

Each Company shall make its transmission facilitiethe SPP available to the Transmission Systeesr&pr.

6.3 Direct Assignment Facilities

Each Company shall make Direct Assignment Fadlit@ailable to théfransmission System Operator as may be requir
provide service to a particular
Transmission Customer requesting service undeDpien Access Transmission Tariff.

6.4 Transmission Service Revenues

(a) The Companies shall share transmission sereigenues obtained from the use of the transmidsialities that comprise tt
Transmission System in accordance with Schedul® Ahis Agreement. Transmission service revenuesttarse revenues received for ser
provided under the Open Access Transmission Tarfe Companiesannual transmission revenue requirements are slowBchedule B to tr
Agreement and shall be revised whenever therecisaage to the annual transmission revenue requirsnie Attachment H to the Open Acc
Transmission Tariff or a change to the annual trassion revenue requirements underlying the rag¢gasth in Schedules 7 and 8 to the C
Access Transmission Tariff. Future revisions tottla@smission revenue requirements ratios set forchedule B will be made by the Companies’
making an appropriate filing with the Commissidmreiquired by law. Such changes shall become éffeeis of the date accepted or approved b
Commission, subject to refund if the Commissiomsters.

(b) Revenues reedivor Ancillary Services shall be allocated amdimgCompanies in accordance with the revenue ratic
forth in Schedule C. Future revisions to the reeeratios set forth in Schedule C will be made ey @ompaniesinaking an appropriate filing wi
the Commission, if required by la w. Such chandedl become effective as of the date accepted proapd by the Commission, subject to refur
the Commission so orders.

(c) Revenues received for third-party use of Dirgssignment Facilities shall be distributed to @@mpany(ies) owning such
facilities.

(d) The distribution to the Companies of revenusived for stranded costs received from tipadty customers under the O
Access Transmission Tariff shall be determined ease-by-case basis and shall be filed with the @igsion, if required by law.

(e) The distributito the Companies of revenues received for newgsinéssion facilities received from third-party amsers
under the Open Access Transmission Tariff shatlétermined on a case-by-case basis and shalldoewith the Commission, if required by law.

(f) Revenues received for Transmissigstem studies performed for thenefit of a Transmission Customer under Part Par
Il of the Open Access Transmission Tariff shalldilecated to each Company as applicable, in ptapoto the ratio of each Compasyhumbe
of transmission pole miles of the Transmission &ystas such number of transmission pole milesgsrted in each Comparg/Form 1 annu
report, over the total number of transmission poles of the Transmission System.

6.5 Payment of Costs for Network Use

The Transmission System Operator shall bill eadh@Companies for the amount due to the TransamsSystem Operator in ec
Month for their use of Network Integration Transsiis Service and Ancillary Services under the Opeoess Transmission Tariff on the basis
forth in the Open Access Transmission Tariff.

6.6 Payment of Costs for PeintPoint Transmission Service

(a) The cost of Transmission Service on the Trassionm System for third party off-system sales Iompany shall be borne by
the selling Company(ies).

(b) The cost of Transmission Service provided llyi@-party for off-system sales by a Company shalborne by the selling
Company(ies).

ARTICLE VII

ANCILLARY SERVICES



WPD-6
Screening Data Part 1 of 2

7.1 Ancillary Services Page 372 of 9808

(a) Each Company shall make available Ancillarywiess as required to provide service under the Qyeess Transmission
Tariff,

(b) Revenues received for Ancillary Services wéldllocated between the Companies in accordanbeSgittion 6.4(b) of this
Agreement.

ARTICLE VI
GENERAL

8.1 Regulatory Authorization

This Agreement is subject to certain regulatoryrapgls and the Companies shall diligently seeketlessary regulatory
authorization for this Agreement.

8.2 Effect on Other Agreements

This Agreement shall not modify the obligationsaal of the Companies under any agreement betwednGoumpany and others
not parties to this Agreement in effect on the @ffe date of this Agreement.

8.3 Waivers

Any waiver at any time by a Company of its rightshwespect to a default by any other Company utiderAgreement shall not |
deemed a waiver with respect to any subsequentidiefasimilar or different nature.

8.4 Successors and Assigns; No ThirdyABeneficiary

This Agreement shall inure to and be binding uploa successors and assigns of the respective Coaspdnit shall not !
assignable by any of the Companies without thetevrittonsent of the other Companies, except upoeclwsure of a mortgage or deec
trust. Nothing expressed or mentioned or to whiglerence is made in this Agreement is intendedhail be construed to give any persol
corporation other than the Companies any legalgoitable right, remedy or claim under or in respefcthis Agreement or any provision het
contained, expressly or by reference, or any sdbdtlreto, this Agreement, any such schedule apdad all conditions and provisions hereof
thereof being intended to be and being for the sptdusive benefit of the Companies, and for theefieof no other person or corporation.

8.5 Amendment
It is contemplated by the Companies that it mayappropriate from time to time to change, amend, ipaat supplement th
Agreement or the schedules that are attached $o Abreement, to reflect changes in operating prestior costs of operations or for ol
reasons. This Agreement or such schedules mahdrgged, amended, modified or supplemented by @ruimsnt in writing executed by all of t
Companies subject to any required approval or daoep for filing by the appropriate regulatory autties.

8.6 Independent Contractors

By entering into this Agreement the Companies shatlbecome partners, and as to each other arnitrdiopersons, the Compan
shall remain independent contractors in all matteleting to this Agreement.

8.7 Responsibility and Liability

The liability of the Companies shall be severat, joint or collective. Each Company shall be resble only for its obligation
and shall be liable only for its
proportionate share of the costs and expensesaadded in this Agreement, and any liability resudfihere from. Each Company will defe
indemnify, and save harmless the other Companiestdhédrom and against any and all liability, log®sts, damages, and expenses, inclt
reasonable attorneyfees, caused by or growing out of the gross gegtie, willful misconduct, or breach of this Agresrnhby such indemnifyir
Company.

IN WITNESS WHEREOF, each Company has caused thisgkgent to be executed and attested by its duhp&med officers.

WEST TEXAS UTILITIES COMPANY

Attest:
By:
Secretary AEP - Texas State President
PUBLIC SERVICE COMPANY OF OKLAHOMA
Attest:

By:




Secretary

Attest:

Secretary

Attest:

Secretary
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SOUTHWESTERN ELECTRIC POWER
COMPANY

By:

Vice President

AMERICAN ELECTRIC POWER SERVICE
CORPORATION

By:

Senior Vice President
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SCHEDULE A
ALLOCATION OF TRANSMISSION REVENUES

The revenue the Transmission System Operator resgiursuant to Section 6.4 of the Agreement forigemrovided in the SPP by 1
Companies under Parts Il and Ill of the Open AccBssismission Tariff, other than revenues receipatsuant to Sections 26 (Stranded !
Recovery), 27 (Compensation for New Facilities &wtlispatch Costs), and 34.4 (Redispatch Chargegahand for System and Facilities Stui
made pursuant to Sections 19 (Additional Study &dlaces for Firm Point-t®oint Transmission Service Requests) and 32 (Aafditi Stud'
Procedures for Network Integration Transmissionviger Requests), will be allocated among the Comgsafiased on the ratios determine
accordance with Schedule B and Schedule C.

Revenues related to studies of the TransmissioteByperformed for the benefit of Transmission Congts under Part Il or Part IIl of t
Open Access Transmission Tariff will be allocatedbag the Companies as applicable, in proportiohédr respective number of transmission |
miles on the Transmission System. Direct Assignniractlities revenues will be assigned to the Corgsaim proportion to the related costs that |
of them incurred. Assignment of revenues receivech a third party related to stranded cost or tiamsmission facilities shall be determined «
case-by-case basis.
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SCHEDULE B

ANNUAL TRANSMISSION REVENUE REQUIREMENTS RATIOS

From time to time the Coordinating Committee wallculate for each of the Companies its TransmisBiemenue Requirements Ratios
forth below. A Company Transmission Revenue Requirements Ratio for teveeceived under Part Il of the Open Access Trassion Tarif
shall be a fraction, the numerator of which is @@mpanys transmission revenue requirement that is usezhittulate the Annual Transmiss
Revenue Requirements amount for the AEP West ZoBBP-set forth on Attachment H to the Open Acceassiission Tariff (herein called !
Company Revenue Requirement) and the denominatevhath is the sum of the Company Revenue Requirérfegnall of the Companies.
Companys Transmission Revenue Requirement Ratio for reveeceived under Part Il of the Open Access Trasson Tariff shall be a fractic
the numerator of which is the Company’s transmissawenue requirement that is used to calculate theual Transmission Revenue Requirem
underlying the rates set forth for the AEP West&erSPP on Schedules 7 and 8 to the Open Access TissismiTariff and the denominator
which is the sum of the Company Revenue Requiresrfentll of the Companies.

Allocation Ratio for Revenue Received Under Paaridl Part 111 of the Open
Access Transmission Tariff for service in the SPP.

Revenue Requirement Revenue Requirement Ratio
PSO $ 37,353,669 42.12112%
SWEPCO $ 51,123,364 57.64823%
WTU $ 204,546 0.23065%

TOTAL $ 88,681,579 100.00000%
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SCHEDULE C
ALLOCATION OF ANCILLARY SERVICE REVENUES

The revenues the Transmission System Operatowvescpursuant to Scheduleshtough 6 under the Open Access Transmission Tetréf
be allocated among the Companies as set forth bélature revisions to the revenue ratios set fortSchedule C will be made by the Companies’
making an appropriate filing with the Commissidreiquired by law. Such changes shall become éffeeis of the date accepted or approved b
Commission, subject to refund if the Commissiomsters.

@) Revenues received from System Sciglubystem Control and Dispatch Service (AEP Veste —SPP) under Schedule 1 of
Open Access Transmission Tariff will be allocatetbag PSO, SWEPCO and WTU based on the followirig:rat
PSO 49.23%
SWEPCO 50.63%
WTU 0.14%
(b) Revenues received from System Rea@wpply and Voltage Control from Generation SosirService (AEP West Zone SPP
under Schedule 2 of the Open Access Transmissidfi Wél be allocated between PSO and SWEPCO basethe following ratio:
PSO 39.53%
SWEPCO 60.47%
(c) Revenues receivednfiBystem Regulation and Frequency Response SeAite West Zone -SPP) under Schedule 3 will
allocated between PSO and SWEPCO based on theviiofjaatio:
PSO 40.00%
SWEPCO 60.00%
(d) Revenues received dod energy exchanged as part of System Energyldmts Service rendered under Schedule 4 w

allocated in the same manner as margin from offesyssales and purchases as set forth in Serviced8khB to the Restated and Amended AEP-
West Operating Agreement.

(e) Revenues receivednfr®ystem Operating Reserve - Spinning Reserve @e(BEP West Zone SPP) under Schedule 5
from System Operating Reserve — Supplemental Resgewice (AEP West Zone SPP) under Schedule 6 for load served in the PSGFYC
Control Area will be allocated between PSO and S@WEmMased on the following ratio:

PSO 35.91%
SWEPCO 64.09%
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CHANGE IN CONTROL AGREEMENT
As Revised Effective November 1, 2009

Whereas, American Electric Power Service Corponateo New York corporation, including any of its sidiary companies, divisior
organizations, or affiliated entities (collectivetgferred to as “AEPSC"fonsiders it essential to its best interests amdhibst interests of t
shareholders of the American Electric Power Comphrty, a New York corporation, (hereinafter regetto as “Corporationo foster the continue
employment of key management personnel; and

Whereas, the uncertainty attendant to a Changeolmr@ of the Corporation may result in the depeator distraction of managem
personnel to the detriment of AEPSC and the sh&det®of the Corporation; and

Whereas, the Board of the Corporation has detednihat steps should be taken to reinforce and eageuthe continued attention
dedication of members of AEPSC’s management to #ssigned duties in the event of a Change In @bafrthe Corporation; and

Whereas, AEPSC therefore previously establishedAtnerican Electric Power Service Corporation ChahgeControl Agreement (it
“Agreement”), the current version of which is setth in a document dated effective January 1, 26608,

Whereas, the Human Resources Committee of the Bfatte Corporation has decided to change the paggrtbat should be provided
employees who are named as participating Executagdefined in Article I(l) of the Agreement) onaiter October 1, 2009;

Now, Therefore, AEPSC hereby amends the Agreemeit entirety.

ARTICLE |
DEFINITIONS

As used herein the following words and phrased slak the following respective meanings unlessctivgext clearly indicates otherwise.
(&) “Anniversary Date” means January 1 of eacleddr Year.
(b) “Annual Compensation” means the sum of thechkge’s Annual Salary and the Executive’s TargahAal Incentive.

(c) “Annual Salary” means the Executive’'s regudamnual base salary immediately prior to the Exegelditermination of employmel
including compensation converted to other benefitder a flexible pay arrangement maintained by AEBSdeferred pursuant to a written plal
agreement with AEPSC, but excluding sign-on bonusémvances and compensation paid or payable wrdenf AEPSC’s long-term or shagm
incentive plans or any similar payments, and atgrgdump sum amount paid in lieu of or in additimna base wage or salary increase.

(d) “Board” means the Board of Directors of AmaricElectric Power Company, Inc.
(e) “Calendar Year” means the twelve (12) montliggecommencing each January 1 and ending eachniizre31.
(f) “Cause” shall mean

(i) the willful and continued failure of the Exette to perform substantially the Executigeduties with AEPSC (other than
such failure as reasonably and consistently deterinby the Board to have resulted from incapacity tb physical or ment
illness), after a written demand for substantiaif@enance is delivered to the Executive by the Bloar an elected officer
AEPSC which specifically identifies the manner imigh the Board or the elected officer believes ttegt Executive has r
substantially performed the Executive’s duties, or

(ii) the willful conduct or omission by the Execegi which the Board determines to be illegal orsgranisconduct that
demonstrably injurious to AEPSC or the Corporatimna breach of the Executiwefiduciary duty to AEPSC or the Corporation
determined by the Board.

For purposes of this provision, no act or failweatt, on the part of the Executive, shall be aersid “willful” unless it is done, or omitt
to be done, by the Executive in bad faith or with@asonable belief that the Executivaction or omission was in the best interestsEPSC or th
Corporation. Any act, or failure to act, based pathority given pursuant to a resolution duly@ed by the Board or upon the advice of cot
for AEPSC or the Corporation, shall be conclusivetgsumed to be done, or omitted to be done, byEtteutive in good faith and in the
interests of AEPSC or the Corporation

(g) “Change In Control” of the Corporation shadl dbeemed to have occurred if and as of such datdi}rany “person” or “group”ds suc
terms are used in Section 13(d) and 14(d) of tloeu®ees Exchange Act of 1934 (“Exchange Acther than AEPSC, any company owned, dirt
or indirectly, by the shareholders of the Corpamrain substantially the same proportions as theimership of stock of the Corporation or a truste
other fiduciary holding securities under an empé@benefit plan of the Corporation, becomes the éfieial owner” (as defined in Rule 1&lunde
the Exchange Act), directly or indirectly, of mdhan one third of the then outstanding voting stocthe Corporation; or (ii) the consummation
merger or consolidation of the Corporation with atiyer entity, other than a merger or consolidatitich would result in the voting securities of
Corporation outstanding immediately prior theretmtiuing to represent (either by remaining outdiag or by being converted into voti
securities of the surviving entity) at least titirds of the total voting power represented bywbtng securities of the Corporation or such sting
entity outstanding immediately after such mergecansolidation; or (iii) the consummation of thergaete liquidation of the Corporation or the ¢
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age o)
(h) “CIC Multiple” means a factor of (i) two andnety-nine onedundredths (2.99) with respect to the Chief Exeeu@fficer of America
Electric Power Service Corporation and such otharchtives who are nominated for such factor byGh&f Executive Officer of American Elect
Power Service Corporation and approved by the HuResources Committee of the Board of the Corparatio (ii) two (2.00) with respect to
other Executives.

(i) “Code” means the Internal Revenue Code of 1@8Gmended from time to time.
() “Commencement Date” means January 1, 2008hvéihall be the beginning date of the term of Agseement.

(k) “Disability” means the Executive’s total andrmanent disability as defined in AEPSC'’s ldegm disability plan covering the Execut
immediately prior to the Change In Control.

() “Executive” means an employee of AEPSC or the Corporation whdesignated by AEPSC and approved by the HumaauRzes
Committee of the Board of the Corporation as an leyge entitled to benefits, if any, under the terofisthis Agreement. References in
agreement to the Executive shall be construedclade a Grandfathered Executive.

(m) “Good Reason” means

(1) an adverse change in the Executive’s statugeglar responsibilities as an executive of AEPShaeffect immediately prior to
the Change In Control;

(2) failure of AEPSC to pay or provide the Execatim a timely fashion the salary or benefits to ahhihe Executive is entitl
under any employment agreement between AEPSC aniixbcutive in effect on the date of the Chang€dmtrol, or under any bene
plans or policies in which the Executive was p#stiting at the time of the Change In Control;

(3) the reduction of the Executive’s base salainadfect on the date of the Change In Control;

(4) the taking of any action by AEPSC (including #limination of a plan without providing substésttherefor, the reduction
the Executive’s awards thereunder or failure tatiooe the Executive' participation therein) that would substantialijnthish the aggrega
projected value of the Executive’s awards or bésefinder AEPSG benefit plans or policies in which the Executives participating at tt
time of the Change In Control; provided, howevhattthe diminishment of such awards or benefits éipaly to other groups of employ:
of AEPSC in addition to Executives covered by tis similar agreement shall be disregarded;

(5) a failure by AEPSC or the Corporation to obtisém any successor the assent to this Agreemenécplated by Article IV
hereof; or

(6) the relocation, without the Executive’s prigapaoval, of the office at which the Executive isprform services on behalf of
AEPSC to a location more than fifty (50) miles framslocation immediately prior to the Change Im@ol.

Any circumstance described in this Article I(m) blwnstitute Good Reason even if such circumstamgeld not constitute a breach
AEPSC of the terms of an employment agreement lestwd=PSC and the Executive in effect on the datheiChange In Control. However, s
circumstance shall not constitute Good Reason sifipwithin ninety (90) days of the initial exisige of such circumstance, the Executive shall
given AEPSC written notice of such circumstance] éi) AEPSC shall have failed to remedy such dinstance within thirty (30) days after
receipt of such notice. Such written notice tgbavided by the Executive to AEPSC shall specify fi#e effective date for the Executisgiropose
termination of employment (provided that such affecdate may not precede the expiration of théopeior AEPSCS opportunity to remedy), (
reasonable detail of the facts and circumstancaisnell to provide the basis for termination, and (@ Executives belief that such facts a
circumstance would constitute Good Reason for mpepmf this Agreement. The Executeontinued employment shall not constitute cons®s
or a waiver of rights with respect to, any circuamstes constituting Good Reason hereunder.

(n) “Grandfathered Executivetieans an individual who became an Executive [aselgfin Article I(I)] prior to October 1, 2009, amhc
continuously has remained such an Executive uatibming entitled to benefits set forth in this Agrent.

(o) “Qualifying Termination” shall mean following Change In Control and during the term of thise&gnent the Executive'employmer
is terminated for any reason excluding (i) the Exiee’s death, (ii) the Executive’s Disability, ifithe exhaustion of the Executigebenefits und:
the terms of an applicable AEPSC sick pay plarongterm disability plan (other than by reason of theeadment or termination of such a pl:
(iv) the Executives Retirement, (v) by AEPSC for Cause or (vi) by Executive without Good Reason. In addition, a liag Termination sha
be deemed to have occurred if, prior to a Changédntrol, the Executive’ employment was terminated during the term of Agseement (A) b
AEPSC without Cause, or (B) by the Executive basedvents or circumstances that would constitutedSReason if a Change in Control
occurred, in either case, (x) at the request cdragn who has entered into an agreement with AE&SKe Corporation, the consummation of wi
would constitute a Change In Control or (y) otheevin connection with, as a result of or in antitipn of a Change In Control. The mere ac
approving a Change In Control agreement shall manid of itself be deemed to constitute an evemireumstance in anticipation of a Chang
Control for purposes of this Article 1(n).

(p) “Retirement” shall mean an Executigevoluntary termination of employment after attagmnof age 55 with five or more years
service with AEPSC without Good Reason.

(q) “Target Annual Incentiveshall mean the award that the Executive would haeeived under the Senior Officer Annual Incer
Compensation Plan or such other annual incentingpemsation plan applicable to such Executive feryar in which the Executiveterminatio
occurs, if one hundred percent (100%) of the antarget award has been earned. Executives nadtipating in an annual incentive compensa
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plan that has predefined target levels will beteéas though they were participants in an anmeaitive plaﬁovmh"w@ﬁt@a?géttféﬂd will be asdil
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ARTICLE Il
TERM OF AGREEMENT

2.1 The initial term of this AgreementBtbe for the period beginning on the Commencenait and ending on the Decembe
immediately following the Commencement Date. Térent of this Agreement shall automatically be exeshtbr an additional Calendar Year on
first Anniversary Date immediately following theitial term of this Agreement without further actibg AEPSC, and shall be automatically exter
for an additional Calendar Year on each succeefimgversary Date, unless AEPSC shall have servéidenapon the Executive at least thirty (
days prior to such Anniversary Date of AEPS@itention that this Agreement shall not be ex¢ehgrovided, however, that if a Change In Co
of the Corporation shall occur during the term ldé tAgreement, this Agreement shall terminate twarg after the date the Change In Contt
completed.

2.2 If an employee is designated as agctiive after the Commencement Date or after anivensary Date, the initial term of tt
Agreement shall be for the period beginning ondhte the employee is designated as an Executiveeraditig on the December 31 immedia
following.

2.3 Notwithstanding Section 2.1, the tesfrthis Agreement shall end upon any terminatidrihe Executives employment that
other than a Qualifying Termination in connectioithna Change In Control of the Corporation. Foarmple, this Agreement shall terminate if
Executive’s position is eliminated and the Exeaisvemployment is terminated, other than in connactigth a Change In Control of t
Corporation, (i) due to a downsizing, consolidat@mrestructuring of AEPSC or of any other subsigiaf the Corporation or (ii) due to the sal
disposition or divestiture of all or a portion oERSC or of any other subsidiary of the Corporation.

ARTICLE I
COMPENSATION UPON A QUALIFYING TERMINATION IN CONNETION WITH A CHANGE IN CONTROL

3.1 Except as otherwise provided in ®&c8.3, upon a Qualifying Termination, the Execaitshall be under no further obligatior
perform services for AEPSC and shall be entitleceteive the following payments and benefits:

(@) As soon as practicable following the Exa@is date of termination, AEPSC shall make a lump sash payment to the Execul
in an amount equal to the sum of (1) the Execuivainual Salary through the date of terminatiothtbextent not theretofore pe
(2) the product of (x) the current plan yeafarget Annual Incentive and (y) a fraction, thenerator of which is the number
days in such calendar year through the date ofitation, and the denominator of which is 365, ex¢bpt annual incentive pla
which do not have predetermined annual target asvandparticipants shall have their prated incentive compensation award
the current plan year paid as soon as practicalolé,(3) any accrued vacation pay that otherwiseldvba available upon tl
Executives termination of employment with AEPSC, in eachecisthe extent not theretofore paid and in fulisaction of thi
rights of the Executive thereto; provided, howeuethe case of a Qualifying Termination in thecaimstances specified in Article |
(0)(B), payment of the amount described in subsad) of this Section 3.1(a) shall not be madd immediately after the Chan
in Control event or circumstance; a

(b) Within sixty (60) days of the Executi's return of the signed release form, AEPSC shakemalump sum cash payment to
Executive in an amount equal to the CIC Multiplmds the Executive’ Annual Compensation. If the Qualifying Terminatiag
specified in Article 1(0) (A) or (B), no such lungum payment shall be made unless and until the gghemControl related to tl
Qualifying Termination shall have occurre

3.2 The Executive shall be entitled tohsoutplacement services and other nash severance or separation benefits as may d
available under the terms of a plan or agreemegtdaps of employees of AEPSC in addition to Exieestwho are covered under the terms of
or a similar agreement. See also section 3.3[b)the extent any benefits described in this Aetitl, Section 3.2 cannot be provided pursuanhg
appropriate plan or program maintained by AEPSCPS8E shall provide such benefits outside such ptapragram at no additional cost to
Executive.

3.3 Notwithstanding the foregoing;

@) The severance payments and benefits provided B®iions 3.1(b), 3.2 and, if applicable, 3.4 hesdafll be conditioned upon |
Executive executing a release at the time the Bikecs employment is terminated, in the form establighethe Corporation or |
AEPSC, releasing the Corporation, AEPSC and theireholders, partners, officers, directors, emmseyend agents from any ¢
all claims and from any and all causes of actiokind or character, including but not limited td @kims or causes of action aris
out of Executiv’'s employment with the Corporation or AEPSC or #renination of such employmet

(b) The severance payments and benefits provided uBdetions 3.1, 3.2 and, if applicable, 3.4 heredflisbe subject to, at
conditioned upon, the waiver of any other cash e payment or other benefits provided by AEP8Gyant to any oth
severance agreement between AEPSC and the Exectttvamount shall be payable under this Agreertentr on behalf of tt
Executive, if the Executive elects benefits undey ather cash severance plan or program, or argr gipecial pay arrangem
with respect to the termination of the ExecL’s employment

(c) The Executive agrees that at all times followingni@ation, the Executive will not, without the priaritten consent of AEPSC
the Corporation, disclose to any person, firm apocation any “confidential informationgf AEPSC or the Corporation whick
now known to the Executive or which hereafter magdime known to the Executive as a result of thecttkee’'s employment ¢
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association with AEPSC or the Corporation, unlesshgisclosure is required under the fsraesiog RRiaftreffeéve subpoena
order issued by a court or governmental body; predj however, that the foregoing sitaBenBi0&hPfedafidential informatio
which becomes publicly disseminated by means dtrar a breach of this provision. It is recognitleat damages in the even
breach of this Section 3.3(c) by the Executive wobé difficult, if not impossible, to ascertain,dait is therefore agreed tt
AEPSC and the Corporation, in addition to and withoniting any other remedy or right that AEPSCtloe Corporation may hay
shall have the right to an injunction or other égjiie relief in any court of competent jurisdicti@njoining any such breach, :
the Executive hereby waives any and all defense&xecutive may have on the ground of lack of glicison or competence of t
court to grant such an injunction or other equiatalief. The existence of this right shall notg@ude AEPSC or the Corporat
from pursuing any other rights or remedies at law@quity which AEPSC or the Corporation may hz

“Confidential informatio” shall mean any confidential, propriety and or tragéeret information, including, but not limited
concepts, ideas, information and materials relatin§EPSC or the Corporation, client records, ¢ligsts, economic and financ
analysis, financial data, customer contracts, nian§geplans, notes, memoranda, lists, books, coomdpnce, manuals, reports
research, whether developed by AEPSC or the Cdiporar developed by the Executive acting alongimtly with AEPSC or th
Corporation while the Executive was employed by SEF

Notwithstanding anything to the cangrin this Agreement, but subject to the requinetmef Section 3.3, in the event that

payment or distribution by AEPSC to or for the Hénef any Grandfathered Executive, whether paidpayable or distributed or distributa
pursuant to the terms of this Agreement or othexwis "Payment"), would be subject to the exciseitgposed by Section 4999 of the Intel
Revenue Code of 1986, as amended (the “Code”)r(prsaccessor provision thereto) by reason of beawntingent on a change in ownershij
control” of the Corporation, within the meaning of Sectid0@& of the Code (or any successor provision them@t@ny interest or penalties w
respect to such excise tax other than any such rinasumay become payable by the Grandfathered Exedw reason of Code Section 409A (<
excise tax, together with any such interest or |peisa are hereinafter collectively referred toths "Excise Tax"), and the aggregate total of
Payments (the “Total Payments”) is determined toabe“excess parachute paymemptirsuant to Code Section 280G with the effect tha
Grandfathered Executive is liable for the paymédrihe Excise Tax.

@)

(b)

(©

(d)

(e)

If the Total Payments do not exceed 105%hefamount as would trigger the Grandfathered &kex having any parachut
payment’as described in Code Section 280G(b)(2), thenr tefléng into account any reduction in the Totayants provided t
reason of Code Section 280G in such other plamangements or agreements, the cash payments pdowvidgection 3.2 of th
Agreement shall first be reduced, and the noncagimpnts and benefits shall thereafter be reduoeithet extent necessary so
no portion of the Total Payments is subject toEkeise Tax; provided, however, that the Grandfatidtxecutive may elect (at ¢
time prior to the payment of any Total Payment uritdés Agreement) to have the noncash paymentsbanefits reduced (
eliminated) prior to any reduction of the cash paxpta under this Agreemel

If the Total Payments exceed 105% of the amoumtasd trigger the Grandfathered Executive having “parachute payme” as
described in Code Section 280G(b)(2), then, AEPISI pay to the Grandfathered Executive an addiiggayment (a "Grossp
Payment”) in an amount such that after paymentheyGrandfathered Executive of all taxes (includimy interest or penalti
imposed with respect to such taxes, but excludimg such taxes, interest or penalties as may be dethon the Grandfathel
Executive pursuant to Code Section 409A), includamy Excise Tax imposed on any Gregs-Payment, the Grandfathe
Executive retains an amount of the G-up Payment equal to the Excise Tax imposed upoR#yenents

All determinations required to be made under théti®n 3.4, including the assumptions to be utilize arriving at suc
determinations and whether an Excise Tax is paylaplidhe Grandfathered Executive and the amountci €xcise Tax, shall |
made by a nationally recognized tax preparatiararfcial counseling or public accounting firm (tA&ak Firm”) that is experience
in 280G calculations and that is selected by AER8EGr to the Change in Control. The Tax Firm shol directed by AEPSC
submit its preliminary determination and detailegporting calculations to both AEPSC and the Gratidfred Executive within :
calendar days after the date of the GrandfathexedHive's termination of employment, if applicable, and atlyer such time «
times as may be requested by AEPSC or the GramaéattExecutive. If the Tax Firm determines thati&x Tax would be payat
by the Grandfathered Executive if not for the agadlility of Section 3.4(a), AEPSC shall reduce pagments as described in ¢
Section 3.4(a) in a manner consistent with detesitions made by the Tax Firm. If the Tax Firm deliees that a Grossg
Payment to the Grandfathered Executive is trigggetsuant to Section 3.4(b), AEPSC shall make thes§€Jp Paymer
attributable thereto. If the Tax Firm determinieattno Excise Tax is payable by the Grandfatherastiive, it shall, at the sai
time as it makes such determination, furnish than@fathered Executive with an opinion that she sudsstantial authority not
report any Excise Tax on her federal, state, lotame or other tax return. All fees and experddbe Tax Firm shall be paid
AEPSC in connection with the calculations requingdhis section

The federal, state and local income or other taxrns filed by the Grandfathered Executive (or iliyg made by a consolidat
tax group, which includes AEPSC) shall be prepared filed on a consistent basis with the deterrionadf the Tax Firm wit
respect to the Excise Tax payable by the GrandfathExecutive. The Grandfathered Executive shakerproper payment of t
amount of any Excise Tax, and at the request of &ERprovide to AEPSC true and correct copies (@&ith amendments) of t
federal income tax return as filed with the IntéfRavenue and such other documents reasonably seguby AEPSC, evidenci
such paymen

The Grandfathered Executive shall notify AEPSC irdiately in writing of any claim by the Internal Rewe Service that,
successful, would require AEPSC to make a GrosBayment (or a Grossp Payment in excess of that, if any, initiallyefetinec
under Section 3.4(b)) within five days of the r@tef such claim. AEPSC shall notify the Grandétd Executive in writing
least five days prior to the due date of any resporequired with respect to such claim, or suchrtehdime period followin
AEPSC's receipt of the notice, if it plans to centie claim. If AEPSC decides to contest suchglthe Grandfathered Execut
shall cooperate fully with AEPSC in such actiompypded, however, AEPSC shall bear and pay diremtlindirectly all costs ar
expenses (including additional interest and pegsltincurred in connection with such action andlshdemnify and hold th
Grandfathered Executive harmless, on an da#fterbasis, for any Excise Tax or income tax, intlgdnterest and penalties w
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respect thereto, imposed as a result of AEPSCismaclf the Grandfathered Executive Fseedving Baidfirtaingf Amount paid
AEPSC with respect to such claim, the Grandfathéeztutive shall promptly pay to AEPBEeFPGERRRE and (i) the amount
any Grossidp Payment associated with such refund that isnehided in the amount of such refund (such asstaxieer than feder
taxes included in the Grosg Payment). If AEPSC fails to timely notify thea@dfathered Executive whether it will contest
claim or AEPSC determines not to contest such ¢ldiman AEPSC shall immediately pay to the Grandfietl Executive tf
portion of such claim, if any, which it has not yicsly paid to the Grandfathered Executive as aglthe amount of any Groag-
Payment (calculated pursuant to Section 3.4) agutivith such payment but that has not otherwésm Ipaid to the Grandfathe
Executive.

U] Unless otherwise required by this Agreentenbe paid earlier, any Grosp- Payment required under this Section 3.4 shafide
no later than the end of the Grandfathered Exeeigtitaxable year next following the Grandfathere@dtitive's taxable year
which the related taxes are remitted to the apipléctaxing authority

3.5 The obligations of AEPSC to pay tleadfits described in Sections 3.1, 3.2, and ifiapple, 3.4, shall, subject to Section 3.2
absolute and unconditional and shall not be aftettg any circumstances, including, without limitetj any sebff, counterclaim, recoupme
defense or other right which AEPSC may have agahestExecutive; provided, however, AEPSC shall dgmputh and enforce obligations
AEPSC or the Executive under law determined by AERSbe applicable, including any withholding irder to comply with a court order. In
event shall the Executive be obligated to seekrahgloyment or take any other action by way ofigaiion of the amounts payable to the Exect
under any of the provisions of this Agreement, sball the amount of any payment hereunder be reldbgeany compensation earned by
Executive as a result of employment by another eygpl

3.6 Executive alone shall be liable floe payment of any and all tax cost, incrementabtberwise, incurred by the Executive
connection with the provision of any benefits ddseat in this Agreement. No provision of this Agment shall be interpreted to provide for
grossup or other mitigation of any amount payable ordigrprovided to the Executive under the termshi§ tAgreement as a result of such ta
except to the extent specifically set forth in 88t8.4.

3.7 Notwithstanding any provision of tiigreement to the contrary, if the Executive isspécified employee’as determined wi
respect AEPSC for purposes of Code Section 40%#®)Eecutive shall not be entitled to any paymeptsn separation of service prior to the eat
of (1) the date that is six months after the détseparation from service for any reason other tdheaith, (2) the date of the Executweeath, or (¢
such earlier time that would not cause the Exeeutivincur any excise tax under Code Section 409A.

ARTICLE IV
SUCCESSOR TO CORPORATION

4.1 This Agreement shall bind any sucges$ AEPSC or the Corporation, its assets or itsitesses (whether direct or indirect
purchase, merger, consolidation or otherwise) énsdime manner and to the same extent that AEP8@ @orporation would be obligated under
Agreement if no succession had taken place.

4.2 In the case of any transaction inolvha successor would not by the foregoing provisioby operation of law be bound by 1
Agreement, AEPSC and the Corporation shall reqauih successor expressly and unconditionally tenassand agree to perform AEPS@nd th
Corporations obligations under this Agreement, in the samenmaaand to the same extent that AEPSC and the @uipo would be required
perform if no such succession had taken place. tdime “Corporation,’as used in this Agreement, shall mean the Corporais hereinbefore defin
and any successor or assignee to its businessetsaghich by reason hereof becomes bound by thisefnent.

ARTICLE V
MISCELLANEOUS

5.1 Any notices and all other communimagi provided for herein shall be in writing andlsha deemed to have been duly given w
delivered or mailed, by certified or registered Imegturn receipt requested, postage prepaid aseldeto AEPSC at its principal office and to
Executive at the Executive’s residence or at subbraaddresses as AEPSC or the Executive shafjritsi in writing.

5.2 Except to the extent otherwise predidn Article Il (Term of Agreement), no provisiai this Agreement may be modifit
waived or discharged except in writing specificatiferring to such provision and signed by eithéfPSC or the Executive against wt
enforcement of such modification, waiver or disgjeais sought. No waiver by either AEPSC or thedtdkige of the breach of any condition
provision of this Agreement shall be deemed a waifany other condition or provision at the samaury other time.

5.3 The validity, interpretation, constiion and performance of this Agreement shall beegued by the laws of the State of Ohio.

5.4 The invalidity or unenforceability afiy provision of this Agreement shall not affdog tvalidity or enforceability of any ott
provision of this Agreement, which shall remairfuii force and effect.

5.5 This Agreement does not constituteoatract of employment or impose on the Execut&EPSC or the Corporation a
obligation to retain the Executive as an employeehange the status of the Executive’s employmanty change AEPSE’policies regarding tl
termination of employment.

5.6 If the Executive institutes any legation in seeking to obtain or enforce or is reeghito defend in any legal action the validit
enforceability of, any right or benefit provided this Agreement, AEPSC will pay for all actual amésonable legal fees and expenses incurrt
incurred) by the Executive, regardless of the aute®f such action; provided, however, that if saction instituted by the Executive is found t
court of competent jurisdiction to be frivolousetBxecutive shall not be entitled to legal fees exenses and shall be liable to AEPSC for am:
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5.7 If the Executive makes a written @sfualleging a right to receive benefits under fgseement or alleging a right to receive

adjustment in benefits being paid under the Agre#n&EPSC shall treat it as a claim for benefitl ddaims for benefit under the Agreement sha
sent to the Human Resources Department of AEPSC@naistibe received within 30 days after the Exeelgitermination of employment. If AEP:
determines that the Executive who has claimedhd tigreceive benefits, or different benefits, unthe Agreement is not entitled to receive all oy
part of the benefits claimed, it will inform the &outive in writing of its determination and theseas therefor in terms calculated to be undersiy
the Executive. The notice will be sent within 9yd of the claim unless AEPSC determines addititimad, not exceeding 90 days, is needed.
notice shall make specific reference to the pemtirdgreement provisions on which the denial is Hased describe any additional materis
information, if any, necessary for the Executiveptarfect the claim and the reason any such additioraterial or information is necessary. €
notice shall, in addition, inform the Executive wipgocedure the Executive should follow to takeadage of the review procedures set forth b
in the event the Executive desires to contest éméadl of the claim. The Executive may within 9¢/sléhereafter submit in writing to AEPSC a na
that the Executive contests the denial of the claypAEPSC and desires a further review. AEPSCI stithhin 60 days thereafter review the cl
and authorize the Executive to appear personatiyraview pertinent documents and submit issuescantnents relating to the claim to the per:
responsible for making the determination on bebBAEPSC. AEPSC will render its final decision wipecific reasons therefor in writing and "
transmit it to the Executive within 60 days of tivetten request for review, unless AEPSC determiadditional time, not exceeding 60 days
needed, and so notifies the Executive. If AEPSIS t@ respond to a claim filed in accordance witle foregoing within 60 days or any s
extended period, AEPSC shall be deemed to havedé&mé claim.

AEPSC has caused this Change In Control Agreemére signed on behalf of all participating emplsyeifective as of the stday of
November, 200¢

American Electric Power Service Corporation

By /s/ Michael G. Morris
Michael G. Morris
Chairman, President & CE
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(As Amended and Restated Effective January 1, 2010)

ARTICLE |
PURPOSE AND EFFECTIVE DATE

1.1 The Human Resources Committee (“HRGf)the Board of Directors of American Electric Pow@ompany, Inc. believes that it
critical to AEP’s long-term success to effectivalign the long-term financial interests of senigeeutives with those of AEB’shareholders and tl
an effective alignment is best accomplished by tautigl, longterm stock ownership. The American Electric PoBgstem Stock Ownerst
Requirement Plan (the “Plan”) was established byeAcan Electric Power Service Corporation (the “@amy”) and such subsidiaries of the Pa
Corporation that have Eligible Employees to faaibit the achievement and maintenance of MinimumkS@wenership Requirements assigne
Eligible Employees.

1.2 Except as otherwise specified herein, thecffe date of this Amended and Restated Americactit Power System Stock Owners
Requirement Plan is January 1, 2010. This docuraer@nds and restates the Plan as most recently athemd restated by a document that
executed on December 31, 2008, to fix the Detertisindate (as defined in Section 5.3) with resgecAnnual Incentive Compensation for peri
that begin on or after January 1, 2010.

ARTICLE Il
DEFINITIONS

2.1 “Account” means the separate memo account established amdamed by the Committee (or the recordkeeper eyapldoy th
Company) to record the number of Shares and Shguev&lents that have been designated in accordaitbethe terms of this Plan to satisfy
Minimum Stock Ownership Requirements assignedRaricipant.

2.2 “AEP” means the Parent Corporation and iteaiand indirect subsidiaries.

2.3 “Annual Incentive Compensatiomieans incentive compensation payable pursuantetdetfms of an annual incentive compens:
plan approved by the Committee for inclusion in f@n, provided that such annual incentive comg@nrsahall be determined without regard to
salary or wage reductions made pursuant to seclidgfor 402(e)(3) of the Code or participant cdmitions pursuant to a pay reduction agree
under the American Electric Power System SuppleatéRétirement Savings Plan, as amended or the Aareftlectric Power System Incent
Compensation Deferral Plan. Annual Incentive Congp&ion will not include an employee’s base pay-aonual bonuses (such as but not limite
project bonuses and sign-on bonuses), severan¢epagtocation payments.

2.4 "Applicable Tax Payments” means the followtyiges of taxes that AEP may withhold and pay thatsgplicable to the amount then
credited to the Career Share Account:

(a) Federal Insurance Contributions Act (FICA) tax irepd under Code Sections 3101, 3121(a) and 312} (¥ FICA Amoun™);

(b) Income tax at source on wages imposed under Cott@88401 or the corresponding withholding prowis of applicable state, lo
and foreign tax laws as a result of the paymethefICA Amount; an

(c) The additional income tax at source on wages atatiie to pyramiding Code Section 3401 wages axebt

provided, however, that the total Applicable Tayiants may not exceed such limits as may be afgica comply with the requirements of Code
Section 409A.

2.5 “Career Share Accountiieans a separate memo account that is a subdet gictount that is maintained to identify the Car@kar:
Units used to satisfy a Participant’s Minimum Staxknership Requirements.

2.6 “Career Share Units” or “Career Shares” metiesShare Equivalents tracked in a Particigai@areer Share Account in orde
determine whether and when the Participant hasfigatihis or her Minimum Stock Ownership RequiretaerPhantom stock units that becc
earned and vested under the Ldreym Incentive Plan represent an example of an ciwwat may become Career Shares under the terrtss
Plan. Career Shares also have been referred'Rhastom Stock Units” in Company communications.

2.7 “Claims Reviewermeans the person or committee designated by thep@umyn(or by a duly authorized person) as respomdial the
review of claims for benefits under the Plan inadance with Section 8.1. Until changed, the ClaReviewer shall be the Compasyemploye
who is the head of the Executive Benefits areb@®fHuman Resources department.

2.8 “Code” means the Internal Revenue Code of H#8&mended from time to time.
2.9 “Committee’means the committee designated by the Companyy(arduly authorized person) as responsible foratfrinistration c

the Plan. Until changed, the Committee shall insi the employees of the Company holding theofaithg positions: chief executive officer of -
Company; head of the Human Resources departmemeiitly, Vice President Human Resources); the epgddo whom the head of the Hur
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Resources department reports (currently, Senioe Wiesident Shared Services) and the chief financiaPofrmrbdGoRatahgf 2The Committ
may authorize any person or persons to act onetslbwith full authority in regard to any of itsities andP3efet#cRéPABer than those set fo
Section 9.2.

2.10 “Common Stock” means the common stock, $6&80salue, of the Parent Corporation.
2.11 “Company” means American Electric Power Ser@orporation.

2.12 “Eligible Employeetheans any employee of AEP who is hired into or mimmu to a position that is eligible to be assigma
Minimum Stock Ownership Requirement, and only seglas a Minimum Stock Ownership Requirement applfgsthe date of execution of tl
document, a Minimum Stock Ownership Requiremeratsisigned to those employees employed at exempy satade 36 or higher. An individt
who is not directly compensated by AEP or who istreated by AEP as an active employee shall naobsidered an Eligible Employee.

2.13 First Date Available” or “FDAMeans the last day of the month coincident witheit following the date that is six (6) months e
the date of the Participant’s or Former Particifsahermination.

2.14 “Incentive Compensation Deferral Plamieans the American Electric Power System Incen@eenpensation Deferral Plan,
amended from time to time.

2.15 “Long Term Incentive Plan” or “LTIP” meansthmerican Electric Power System Lomgrm Incentive Plan, as amended from 1
to time, including any successor plan or planse THIP that is in effect as of the date this Plemxecuted is entitled théAfhended and Restat
American Electric Power System Long-Term InceniNan — Approved by Shareholders April 26, 2005af@@&nded through December 12, 2007)”

2.16 “Market Value” means the closing price ofteaf, as published ifhe Wall Street Journakport of the New York Stock Exchange
Composite Transactions on the date in questioif tre Share shall not have been traded on suehataif the New York Stock Exchange is clo
on such date, then the first day prior thereto aiciwvthe Common Stock was so traded.

2.17 “Minimum Stock Ownership Requirement” or “MBO means the targeted aggregate number of Shares lz@ Equivalen
specified under the terms of this Plan as appleaiol the Participant. Participants may be assigmedtiple minimum stock ownerst
requirements. Any MSOR assigned to a Participhall 80 longer be applicable to such Participatarahe date of the Participant’s Termination.

2.18 “MSOR Window Period’'means the period that begins as of the date acpkatiMSOR is effective with respect to an Elig
Employee (or Participant, with regard to any insgem his or her MSOR) and ends on the five (5) gaaiversary of that date.

2.19 “Next Date Available” or “NDA"means the June 30 of the calendar year immeditafibwing the calendar year in which falls
Participant’s Termination.

2.20 “Parent Corporation” means American Eled®dever Company, Inc., a New York corporation, ang successor thereto.
2.21 “Participant” is defined in Article IV.
2.22 “Performance-Based Compensation” has the imgaet forth in Section 409A(a)(4)(B)(iii) of ti&ode.

2.23 “Performance Sharerieans performance shares or performance share(anither similar types of equity incentive comgation
awarded under the American Electric Power Systerfofeance Share Incentive Plan or the Ldregm Incentive Plan. Reference in this Plan t
“12/10/2003 Performance Share Awardsiall be deemed to refer to the Performance Shiaagésvere issued with a grant date of DecembeQ0;
and subject to a performance period from Decem@g2Q03 through December 31, 2004.

2.24 “Phantom Stock Units” are also referred téCGareer Shares.” See definition of “Career Shamés,” above.
2.25 “Plan Year” means the twelve-month period e@ncing each January 1 and ending the followingebdoer 31.

2.26 “Share’means a share of common stock of the Parent Cdiporand includes, but is not limited to, suchrelsaas may be purcha:
directly by or for the Participant or through thenérican Electric Power Company, Inc. Dividend Restment and Direct Stock Purchase Ple
issued in connection with the Participant’s perfante of services for AEP, such as pursuant to timerkan Electric Power System Loigfm
Incentive Plan.

2.27 “Share Equivalent” is determined by referettcthe amount credited to the Participar€areer Share Account under this Plan a
the Participans AEP Stock Fund accounts maintained in conneotith the American Electric Power System Retirem8awings Plan, tt
American Electric Power System Supplemental Re&rn$avings Plan, and the American Electric Powste®n Incentive Compensation Defe
Plan. No certificates shall have been issued meitpect to such Share Equivalents.

@) To the extent that the amount crediteder these arrangements are not otherwise egponider the terms of the applicable pls
a number of shares of Common Stock, the numbehafeSEquivalents attributable to such amount sfelletermined by dividing the dollar amc
so credited by the Market Value of a Share detezthigs of the applicable valuation date; provided #ffective beginning May 1, 2008, the nun
of Share Equivalents attributable to such amouall le determined by

@ multiplying the dollar amount credited to such AE®ck Fund under the Plan by the Dilution Percemtaigh respect to that fui
as of the applicable valuation date; tl

(i) dividing the product in (i) by the Market Value @Share determined as of the applicable valuatibe.
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(b) For purposes of this Section, theltibon Percentage” applicable to a plan’s AEP StBukbagea1Bbe #&mined by

0] dividing the aggregate Market Value of the Sharekl tby the fund (or, with respect to the phantomPA&tock Fund that
maintained with respect to the American ElectrisvBoSystem Supplemental Retirement Savings Plarttenémerican Electr
Power System Incentive Compensation Deferral Rigirthe actual fund to which such phantom fundesl ti-currently, the AE
Stock Fund under the American Electric Power Sydiatirement Savings Plan); |

(i) the value of all of the assets held in that funds(ech fund to which a phantom fund is tied) athefapplicable valuation dat

2.28 “Termination”"means termination of employment with the Compang & subsidiaries and affiliates for any reasamyvjgled tha
effective with respect to Participants whose emplegt terminates on or after January 1, 2005, détetions as to the circumstances that wil
considered a Termination (including a disabilityddeave of absence) shall be made in a mannerstensiwith the written policies adopted by
HRC from time to time to the extent such policies eonsistent with the requirements imposed undele@09A(a)(2)(A)(i).

2.29 “Vested” or “Earned and Vestentieans, for purposes of this Plan, that the Shar&hare Equivalents credited to the Participant
become both objectively determinable and no losgéject to a substantial risk of forfeiture.

2.30 “2006 Distribution Election Periodheans the period or periods designated by the Ctaaeniluring which Participants (or Forr
Participants) are given the opportunity to selesbag the distribution options set forth in Artiaiél, provided that any such period shall end ner
than December 31, 2006.

2.31 “Key Employee means a Participant who issifesl as a “specified employegt the time of Termination in accordance with
policies adopted by the Committee in order to cgmpith the requirements of Section 409A(a)(2)(B)i) the Code and the guidance iss
thereunder,

ARTICLE llI
ADMINISTRATION

3.1 The Plan shall be administered by the CommitieEhe Committee shall have full discretionary powand authority (i) to administer ¢
interpret the terms and conditions of the Plan @hdo establish reasonable procedures with witalticipants, Former Participant and beneficii
must comply to exercise any right or privilege bBthed hereunder. The rights and duties of theidizants and all other persons and ent
claiming an interest under the Plan shall be sultggecand bound by, actions taken by or in conoectiith the exercise of the powers and auth
granted under this Article.

3.2 The Committee may employ agents, attorneysyuatants, or other persons and allocate or delegathem powers, rights, and du
all as the Committee may consider necessary osallé to properly carry out the administrationhef Plan.

3.3 The Company shall maintain, or cause to baetaiaied, records showing the individual balancessich Participar’ Account, includin
each Participan’ Career Share Account. Statements setting foetlvalue of the amount credited to the Participaitcount shall be made availa
to each Participant no less often than once per. yBae maintenance of the Account records andli$teibution of statements may be delegated
recordkeeper by either the Company or the Committee

ARTICLE IV
PARTICIPATION

An Eligible Employee shall become a Participanofthe date that the Eligible Employee is firstigsed a Minimum Stock Ownership

Requirement.
ARTICLE V
SATISFACTION OF MINIMUM STOCK OWNERSHIP REQUIREMENT

5.1 Accounts The Committee shall establish and maintain acofint for each Participant that will record the fb@mof Shares and Sh

Equivalents that have been designated in accordaitcghe terms of this Plan to satisfy the Minim@Btock Ownership Requirement applicabl

such Participant.

5.2 Share Commitment Designated by Participant

(®) A Participant may from time to timesignate that certain Shares or Share Equivaldatsare owned by the Participant
otherwise credited to the Participant be creditethe Account of such Participant. A Participamalsbe permitted to so designate any Shar
Share Equivalents only to the extent the followieguirements have been satisfied:

(i) The Shares or Share Equivalents have been earribe Barticipant, if applicabl

(i) The Shares or Share Equivalents are then Ve
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(i) The Shares or Share Equivalents are not autorgtaliicated to the Participe's Carége 896988 ount pursuant to Se
5.3, below; ant

(iv) The Shares or Share Equivalents are not encumb@eztfjed or hypothecated in any w

(b) Any designation made by a Participarmder this Section shall be made in writing and form that is satisfactory to the
Committee.

5.3 Accrual of Career Shares

(€) Determination Date. For purposes of this Section 5.3, the term “Deteation Date” means

0] the date that is six months prior to the end ofgedormance period, with respect to an award ofoPmance Shares that qualit
as Performan«-Based Compensation and that is based on servicesmed over a period of at least 12 months

(i) except as otherwise specified in subsection (fhg June 30 that falls within the calendar yeawtich Annual Incentiv
Compensation relates (or the date six months poothe end of the performance period, with resgecfnnual Incentiv
Compensation that is not based on a calendar ygayided that such Annual Incentive Compensatioalifies as Performance-
Based Compensation that is based on services pertbover a period of at least 12 months

(iii) to the extent that the awarded PerforneBbares or the Annual Incentive Compensation ar@®erformancé&ased Compensati
that is based on services performed over a pefiadl least 12 months, or as to any Annual IncenBeenpensation that is basec
services performed over a period that begins cafter January 1, 2010, the later of (A) the Decanddeimmediately prior to tt
year in which the services on which the PerformeBitares or Annual Incentive Compensation is basetbabe performed, or (
the date the Participant first became an Eligibtgpbyee.

(b) Participant Has Not Satisfied MSOR.

0] If a Participant has not satisfied all applicablénihum Stock Ownership Requirements on or beforBedermination Dal
applicable to Performance Shares that have beendaddo such Participant, the ParticipanCareer Share Account shall
credited with the number of Shares or Share Eqgeitalthat become Earned and Vested (reduced, howevine extent of ar
Applicable Tax Payments) for the Participant agsult of the award of such Performance Shareswidmtanding the foregoir
provisions of this paragraph (i), effective for Behination Dates occurring on or after May 1, 2008, number of Shares or S
Equivalents so credited to the Participant's Ca&are Account shall be limited to that number edet satisfy the Participast’
MSOR, and the balance, if any, of such Earned aerdtéd Performance Shares shall daninistered without regard to -
provisions of this Plan. For this purpose, the banof Shares or Share Equivalents needed tos#tisfParticipans MSOR sha
be determined by reference to the highest MSORishapplicable to such Participant as of the Deieation Date with respect
such Performance Shari

(A) after taking into accour

Q) Shares or Share Equivalents that are e@di the Participant’s Account pursuant to thdi€lpant’s designatio
under Section 5.2 no later than such Determinddiate;

(2) the Share Equivalents that are creditegtiédParticipant’s Career Share Account as of sugtleination Date;
and

3) the Share Equivalents attributable to reinvesteddeinds through the date such Performance Sharssma
Earned and Vested, but only to the extent suctvested dividends are attributable to the Share\Btgits the
were credited to the Particip’s Career Share Account as of such Determination; Dat

(B) Disregarding the Share Equivalents that may beitetdo such Participa’s Career Share Account pursuant to
subsection 5.3(b)(i) [with regard to Performanceu®h] or subsection 5.3(b)(ii), below [with regaodAnnual Incentiv
Compensation], that eith

Q) has a Determination Date that is after the Deteation Date for such Performance Share:
2 has not become Earned and Vested as of the ddid’suformance Shares become Earned and V¢
(ii) If a Participant has not satisfied all applicablenhum Stock Ownership Requirements on or befdbegermination Date that bc

is applicable to Annual Incentive Compensation &ails after the last day of the final year of thartitipants MSOR Windov
Period, the Participarg’ Career Share Account shall be credited with tmaber of Shares or Share Equivalents, as appre|
attributable to 25% (50%, effective beginning Jagwub, 2006) of the Annual Incentive Compensatioat thecomes Earned ¢
Vested for the Participant as a result of the apgdr@f such Annual Incentive Compensation. Notwhsling the foregoir
provisions of this paragraph (i), effective for®emination Dates occurring on or after May 1, 200@ number of Shares or St
Equivalents so credited to the ParticipanCareer Share Account shall be limited to theeles$ 50% of the Annual Incenti
Compensation that becomes Earned and Vested féatiipant or the number needed to satisfy thiéidfzant’'s MSOR, and tt
balance, if any, of such Earned and Vested Anmgdritive Compensation shall be administered withegard to the provisions
this Plan. For this purpose, the number of Sharé&hare Equivalents needed to satisfy the Paatiti MSOR shall be determin
by reference to the highest MSOR that is applicablsuch Participant as of the Determination Daité wespect to such Annt
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(A) after taking into accoun

Q) The Shares or Share Equivalents that are creditethe Participars Account pursuant to the Particig’s
designation under Section 5.2 no later than sudbrbenation Date

(2) the Share Equivalents that are credited to thedjgh’s Career Share Account as of such Determinatioas;|

3 the Share Equivalents attributable to reinveste@idnds through the date such Annual Incentive Garsatiol
becomes Earned and Vested, but only to the extech seinvested dividends are attributable to tharé
Equivalents that were credited to the Partici's Career Share Account as of such Determinatioa;Dat

(B) Disregarding the Share Equivalents that may beitegtdo such Participa’s Career Share Account pursuant to subse
5.3(b)(i), above [with regard to Performance SHares this subsection 5.3(b)(ii) [with regard to @umal Incentiv:
Compensation], that eith

Q) has a Determination Date that is after the Deteation Date for such Annul Incentive Compensatiar
(2) has not become Earned and Vested as of the ddtedsunzial Incentive Compensation becomes Earnec
Vested.

(i) The Share Equivalents that are disregarded purdaasubparagraph 5.3(b)(i)(B) or subparagraph ¥®B(B) may include thos
attributable to Performance Shares or Annual Ineer€@ompensation that had become Earned and Veasatéthereupon credited
such Participans Career Share Account, and as a result, such IC8hege Account may be credited with Share Equntalé
excess of the number actually needed to satisfyhtgpest MSOR that is applicable to such Partidipes of the applicab
Determination Date

(iv) If the same Determination Date applies to more tram award of Performance Shares, Annual Ince@@pensation or both {
a particular Participant, and such awards alsorbedgarned and Vested as of the same date, theviietjqriority shall be used
determining which award (or portion thereof) stulcredited to the Participi’s Career Share Accoul

(A) First, Share Equivalents attributable taf®nance Shares shall be credited before thogbuwgtible to Annual Incentive
Compensation; the

(B) Share Equivalents attributable to awardthefsame type shall be credited in the same andehich they were initially
granted

(v) A Participant Career Share Account shall be credited to thenéxtherwise described in this Section 5.3(b) ei#re Participar
shall have satisfied all applicable MSOR or shallid ceased to remain an Eligible Employee durireg gariod between tl
Determination Date and the date the PerformanceeSia Annual Incentive Compensation are Earnedvaasied. However, if
Participant shall have no MSOR as of an applic&i#&rmination Date by reason of the Participauhtiving ceased to remain
Eligible Employee, the payment or deferral of theoants that become payable to the Participantivelddb Annual Incentiv
Compensation or as a result of an award of Perfoce&hares to which such Determination Date apphedl be determined
accordance with other plans and programs as mdy,apguding, for example, the Incentive CompermaDeferral Plan

(c) Participant Has Satisfied MSORIf a Participant has satisfied his or her MSORooibefore the applicable Determination D
the payment or deferral of the amounts that begoayable to the Participant relative to Annual IncenCompensation or as a result of an awa
Performance Shares shall be determined in accoedaiih other plans and programs as may apply, dicty for example, the Incenti
Compensation Deferral Plan.

5.4 Holding Requirement For Exercised Stock Qutiolf a Participant has not satisfied the applica¥W®OR on or before the close of
related MSOR Window Period, then, the Participdratisbe required to retain until Termination alla®&s acquired through stock options exer¢
by the Participant between the date immediatelipfdhg the close of such MSOR Window Period urtig tdate the Participant has satisfied :
MSOR; provided, however, the Participant shall benptted to cause the sale of such Shares as vedlot the Participant to cover the costs
applicable taxes directly associated with such@ses. However, the retention requirement sehfurtthis Section 5.4 shall not apply once an
long as the Participant has no MSOR by reasoneoPtrticipant’s having ceased to remain an Eligiteployee.

ARTICLE VI

CAREER SHARE ACCOUNT
DIVIDENDS AND ADJUSTMENTS

6.1 Reinvestment of DividendsEffective on each dividend payment date witlpees to the Common Stock, the Career Share Acaufia
Participant shall be credited with an additionaintwer of whole and fractional Share Equivalents, pat®d to three decimal places, equal tc
product of the dividend per share then payabletiptigld by the number of Share Equivalents themliteel to such Career Share Account, divide
the Market Value on the dividend payment date.

6.2 Adjustments The number of Share Equivalents credited tortidfgant’'s Career Share Account shall be appropriately sefjuer an'
change in the Common Stock by reason of any mergelassification, consolidation, recapitalizatistock dividend, stock split or any sim
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ARTICLE VII

CAREER SHARE ACCOUNT
DISTRIBUTIONS

7.1 Upon a Participarg'Termination for any reason, the Company shakedhe Participant to be paid the full amount ¢eeblio his or he
Career Share Account in accordance with the foligwules:

€) Medium of Payment.Effective beginning June 1, 2008, Payments dfelinade in cash; provided that effective priorunell
2008, payments had been permitted in cash, shdr€®mmon Stock, or a combination of both as eledigdhe Participant on a form thai
acceptable to the Company and submitted withineaarable period of time before the distribution welseduled to commence. Cash paymer
Career Shares shall be calculated on the basked\erage of the Fair Market Value of the CommueisSfor the last 20 trading days prior to
applicable distribution date (i.e., the Participardate of Termination, deferred distribution daéspective installment payment dates or the de
the Participant’s death, as the case may be).

(b) Timing and Form of Distribution. Except as otherwise provided in Section 7.2 ftflewing rules shall apply with regard to
timing and form of the distributions to be madenfrthe Participant's Career Share Account:

Q) Form of Distribution. The Company shall cause the Participant to ktha full amount credited to his or her Activer€ar Shar
Account in accordance with his or her effectivecgéta in one of the following form:

(A) A single lump sum distributio
0] as of the First Date Available;
(i) as of the Next Date Available;

(i) as of the fifth anniversary of the First Date Awadike; or

(iv) as of the fifth anniversary of the Next Date Avhltg or
(B) In five (5) annual installments commenci

0] as of the First Date Available;

(ii) as of the Next Date Available;

(i) as of the fifth anniversary of the First Date Awadike; or

(iv) as of the fifth anniversary of the Next Date Avhitg or
© In ten (10) annual installments commenci

0] as of the First Date Available;

(i) as of the Next Date Availabl

(2) Effective Electior. For this purpose, a Particip’s election with respect to the distribution of bisher Career Share Account s
not be effective unless all of the following reaunrents are satisfie

(A) The election is submitted to the Company in writimg form determined by the Committee to be aat®pt

(B) The election is submitted timely. For purposeth&f paragraph, a distribution election will be solered”timely” only if
it is submitted prior to the ParticipastTermination and it satisfies the requirementg)ofii) or (iii), below, as may t
applicable:

0] Submitted no later than the first Determination éDafter June 30, 2006 with respect to a Participdra hac
neither a 12/10/2003 Performance Share Award npraamount credited to his Career Share Account akini
30, 2006; ol

(i) Submitted during a 2006 Distribution Election Pdrthat is applicable to the Participant, but onithwegard ti
the distribution election form last submitted bylsdParticipant before the expiration of that periac

(i) If the Participant is submitting the election tcaobe the timing or form of distribution that is thie effect witt
respect to the ParticipastCareer Share Account other than an effectiveiligion election submitted as part
the 2006 Distribution Election Period, such elattroust be submitted at least one year prior todéite of th:
Participan’s Termination
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(9)) If the Participant is submitting the election punstito paragraph (b)(2)(B)(iii) to @ﬁ&%‘gl@ﬁw foef? of distributio
that is then in effect with respect to the Partcigs Career Share Account (i.e., tF@¥: R&PEsnbmitting an electic
with his initial applicable Determination Date [(B) nor during the applicable 2006 DistributioneEtion Period [(B)(ii)]
the newly selected option must result in the furtteferral of the first scheduled payment by asié&ayears. For purpos
of compliance with the rule set forth in Section9Aga) of the Code (and the regulations issued theter), eac
distribution option described in Section 7.1(b)xhall be treated as a single payment as of thesfireduled payment da

(D) If the Participant is submitting the election pastuto paragraph (b)(2)(B)(ii) to change the timargiorm of distributiol
that is then in effect with respect to the Particigs Career Share Account, the newly selected optiag not defe
payments that the Participant would have receime2DD6 if not for the new distribution election reause payments to
made in 2006 if not for the new distribution eleati

For purposes of this Section 7.1(b), ifatRipants effective distribution election form was subndttgsing the options that h
been made available under the Plan as in effeat fwiJanuary 1, 2005 [i.e., as either (A) a sifiglap-sum payment, or in annt
installment payments over not less than two noremthian ten years; (B) commencing within 60 daysrafte date of tt
Participan’s Termination or the first, second, third, fourttfith anniversary of the Participe’s Termination], ther

(A) If the Participans Termination occurs prior to the expiration of #86 Distribution Election Period last applicatiethe
Participant, the Participasst’ effective distribution election form shall be givfull effect. Solely for purposes of t
paragraph (3)(A), a participasttistribution election form shall be consideref@etfve notwithstanding the requiremen
Section 7.1(b)(2)(B)(iii) (which requires that arfo be submitted at least one year prior to the déatthe Participant
Termination), provided that such form had beconfectf/e prior to the Participarst’Termination in accordance with
terms applicable to such election form at the timveas submitted by the Participant; ¢

(B) If the Participans Termination occurs after the expiration of thst lapplicable 2006 Distribution Election Periode
Participant shall be considered to have electeddhesponding option as set forth in Scheduletachid to this Plat

If the provisions of Section 7.1(b)(3) are not aggdble to a Participant and the Participant falstibmit an effective distributir
election with regard to his Career Share Accouat #atisfies the requirements of Section 7.1(bBZX (by his initial applicabl
Determination Date) or Section 7.1(b)(2)(B)(ii) (ohg an applicable 2006 Distribution Election Pdjioas applicable, by su
Determination Date or the last day of the 2006 ribigtion Election Period, respectively, such Pdpaat shall be considered
have elected a distribution of his or her CareerSiccount in a single lump sum as of the FirseDevailable.

If an annual installment option is selectéte amount to be distributed in any gremr shall be determined by dividing
Participan’'s Career Share Account Balance by the number @§ yeaaining in the elected distribution peri

Events Affecting Timing or AmountDfstributions.

“Election” To Accelerate Payment of Career ShardfiButable to 12/10/2003 Performance Share Awamdotwithstanding ar

provision of Section 7.1 to the contrary, if a Rapant had not satisfied his or her MSOR on orobefJune 30, 2004 (the Determination [
applicable to the 12/10/2003 Performance Share dsyabut as of June 30, 2006 either (i) does yaltisf or her applicable MSOR(s) or (ii) has
applicable MSOR because the participant is longeElggible Employee, the Participant will be deemedave elected as of June 30, 2006 a
sum payment with respect to the Share or SharevBiguits that would have been credited to the Rpatit’'s Career Share Account as a result o
12/10/2003 Performance Share Award. Such payniatlt lse made as of the date that the 12/10/200®mPeance Share Awards otherwise wc
have become payable if the Participant were natrigipant in this Plan.

(b)
@)

)

Special Considerations Notwithstanding any provision of this Article tioe contrary,

Limited Cashout if the Participant's Career Share Account is $00,or less on the ParticipasitFirst Date Available (or, if tt
Participant is not a Key Employee, on the last afathe month coincident with or next following tHate that is one (1) month af
the date of the Participant’'s Termination) (calkb@ “Cashout Date”)the Committee may require that the full value of
Participants Career Share Account be distributed as of théa@@aDate in a single, lump sum distribution redesd of the forr
elected by such Participant, provided that suchnmy is consistent with the limited castt right described in Treast
Regulation Section 1.4098§)(4)(v) or other guidance of the Code in tha gmyment results in the termination and liquidatd
the entirety of the Participastiinterest under each nonqualified deferred conggms plan (including all agreements, meth
programs, or other arrangements with respect telwhéeferrals of compensation are treated as hdeeg deferred under a sin
nonqualified deferred compensation plan under TrgaRegulation 1.409A4(c)(2) or other guidance of the Code) that is eissec
with this Plan; and the total payment with resgeciny such single nonqualified deferred compeasailan is not greater than
applicable dollar amount under Code Section 402J(B(. Provided, howeve

Avoid Violations- payment to a Participant will be delayed at anyetitmat the Company reasonably anticipates thatntdéng o
such payment will violate Federal securities lawsther applicable law; provided however, that payments so delayed shall
paid at the earliest date at which the Companyoressy anticipates that the making of such paymaihhot cause such violatiol

ARTICLE VI

BENEFICIARIES

8.1 Each Participant may designate a beneficiatyeneficiaries who shall receive the balance efRfarticipant's Career Share Accou
the Participant dies prior to the complete distifu of the Participant's Career Share Accounty Alesignation, or change or rescission
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beneficiary designation shall be made by the Rpait’s completion, signature and submission to the CafsesstitteeLatgorepricatZbeneficiary fc
prescribed by the Committee. A beneficiary formalstake effect as of the date the form is signesided898t3#cTE/ittee receives it be
taking any action or making any payment to anotmemeficiary named in accordance with this Plan ang procedures implemented by
Committee. If any payment is made or other acisotaken before a beneficiary form is received oy €ommittee, any changes made on a
received thereafter will not be given any effelfta Participant fails to designate a beneficiamyijf all beneficiaries named by the Participantrax
survive the Participant, the Participant's Carebar8 Account will be paid to the Participanestate. Unless clearly specified otherwise i
applicable court order presented to the Committés o the Participant’s death, the designatiorad?articipans spouse as a beneficiary shal
considered automatically revoked as to that spapse the legal termination of the Participant’s rizeye to that spouse.

8.2 Distribution to a Participant’s beneficiaryafitbe in the form of a single lumgim payment within 60 days after the Committee ma
final determination as to the beneficiary or betiafies entitled to receive such distribution.

ARTICLE IX
CLAIMS PROCEDURE
9.1 The following procedures shall apply with resipto claims for benefits under the Plan.

@) Any Participant or beneficiary whdibees he or she is entitled to receive a distidsuunder the Plan which he or she did
receive or that amounts credited to his or her Aot@re inaccurate, may file a written claim sigtgdthe Participant, beneficiary or authori
representative with the Claims Reviewer, specifiting basis for the claim. The Claims Reviewerlgh@vide a claimant with written or electro
notification of its determination on the claim witinety days after such claim was filed; providedwever, if the Claims Reviewer determi
special circumstances require an extension of fongrocessing the claim, the claimant shall reganithin the initial ninetyday period a writte
notice of the extension for a period of up to njngays from the end of the initial ninety day pdriorhe extension notice shall indicate the sp
circumstances requiring the extension and the lgjatehich the Plan expects to render the benefdrdanation.

(b) If the Claims Reviewer renders anaade benefit determination under Section 8.1(&@)ntitification to the claimant shall set fo
in a manner calculated to be understood by thenclai:

Q) The specific reasons for the denial of the cle
(2) Specific reference to the provisions of the Plaarughich the denial of the claim was bas
3) A description of any additional material or infortiea necessary for the claimant to perfect thewland an explanation of wt

such material or information is necessary,

4) An explanation of the review procedure specifiedSection 9.2, and the time limits applicable tohspeocedures, including
statement of the claimastright to bring a civil action under section 502¢& the Employee Retirement Income Security Ac
1974, as amended, following an adverse benefirm@tation on review

9.2 The following procedures shall apply with resipto the review on appeal of an adverse detetioiman a claim for benefits under the
Plan.

@) Within sixty days after the receiptthe claimant of an adverse benefit determinatiom,claimant may appeal such denial by fi
with the Committee a written request for a reviefstte claim. If such an appeal is filed within thixty day period, the Committee, or a ¢
appointed representative of the Committee, shaltioot a full and fair review of such claim thateaknto account all comments, documents, re:
and other information submitted by the claimanatiah to the claim, without regard to whether sirdbrmation was submitted or considered in
initial benefit determination. The claimant shiaél entitled to submit written comments, documergsprds and other information relating to
claim for benefits and shall be provided, upon esguand free of charge, reasonable access to, apidscof all documents, records and ¢
information relevant to the claimasttlaim for benefits. If the claimant requestsearing on the claim and the Committee concludek autearin
is advisable and schedules such a hearing, thmadishall have the opportunity to present then@ait's case in person or by an author
representative at such hearing.

(b) The claimant shall be notified of Bemmittee’s benefit determination on review witkinty days after receipt of the claimant’
request for review, unless the Committee determthes special circumstances require an extensiotinté for processing the review. If
Committee determines that such an extension isinegtjunritten notice of the extension shall be fahed to the claimant within the initial sixtiay
period. Any such extension shall not exceed aodenf sixty days from the end of the initial peridthe extension notice shall indicate the sp
circumstances requiring the extension and the lgiatehich the Committee expects to render the bedefermination.

(c) The Committee shall provide a claitmaith written or electronic notification of the d@'s benefit determination on review. ~
determination of the Committee shall be final aimtling on all interested parties. Any adverse fiedetermination on review shall set forth, i
manner calculated to be understood by the claimant:

Q) The specific reason(s) for the adverse determing
(2) Reference to the specific provisions of the Planvbith the determination was bas
3) A statement that the claimant is entitled to reeeivpon request and free of charge, reasonablessaatoe and copies of,

documents, records and other information relevatie claimar’'s claim for benefits; an
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ARTICLE X
MISCELLANEOUS PROVISIONS

10.1 Each Participant agrees that as a condifigradicipation in the Plan, the Company may witlshapplicable federal, state and Ic
taxes, Social Security taxes and Medicare taxes foy deferral and distribution hereunder to themixthat such taxes are then payable.

10.2 In the event the Committee, in its sole @ion, shall find that a Participant or beneficidgsyunable to care for his or her affi
because of iliness or accident, the Committee nir@gtdthat any payment due the Participant or #eeficiary be paid to the duly appointed pers
representative of the Participant or beneficiand any such payment so made shall be a completbatige of the liabilities of the Plan and
Company with respect to such Participant or beraafic

10.3 The Company intends to continue the Plarfimitkely but reserves the right, in its sole dig@s, to modify the Plan from time to tin
or to terminate the Plan entirely or to direct fleemanent discontinuance or temporary suspensidefefral contributions under the Plan; provi
that no such modification, termination, discontinca or suspension shall reduce the benefits acdouetie benefit of any Participant or benefic
under the Plan as of the date of such modificatenmination, discontinuance or suspension.

10.4 Nothing in the Plan shall interfere with mnit in any way the right of AEP to terminate angricipants employment at any time,
confer upon a Participant any right to continuéhim employ of AEP.

10.5 The Company intends the following with resgedhis Plan: (1) Section 451(a) of the Code wiapply to the Participant's recognit
of gross income as a result of participation her@hthe Participants will not recognize grossoime as a result of participation in the Plan unéex
until and then only to the extent that distribuscare received; (3) the Company will not receivéeduction for amount credited to any Accc
unless and until and then only to the extent tmabunts are actually distributed; (4) the provisiafidrarts 2, 3, and 4 of Subtitle B of Title |
ERISA shall not be applicable; and (5) the desigth administration of the Plan are intended to cgmyth the requirements of Section 409A of
Code, to the extent such section is effective gpdieable to amounts deferred hereunder. HoweveEligible Employee, Participant, benefician
any other person shall have any recourse agaiesiCtirporation, the Company, the Committee or anyhefr affiliates, employees, agel
successors, assigns or other representatives iffahypse conditions are determined not to beféadis

10.6 The Plan shall be construed and administredrding to the applicable provisions of ERISA #mallaws of the State of Ohio.

10.7 Neither a Participant nor any other persaall diave any right to sell, assign, transfer, pkdgortgage or otherwise encum
transfer, alienate or convey in advance of acteedipt, the amounts, if any, payable under this.PBuch amounts payable, or any part thereof
all rights to such amounts payable are not assigraaidl are not transferable. No part of the amopayable shall, prior to actual payment, be su
to seizure, attachment, garnishment or sequesirfdicthe payment of any debts, judgments, alimongeparate maintenance owed by a Partic
or any other person. Additionally, no part of @rgounts payable shall, prior to actual paymentrdnesferable by operation of law in the event
Participant’s or any other persarbankruptcy or insolvency or be transferable $p@use as a result of a property settlement ornwetbe, except th.
if necessary to comply with a “qualified domes#dtations order,’as defined in ERISA Section 206(d), pursuant tocWla court has determined t
a spouse or former spouse of a Participant hastarest in the Participant’s benefits under thenPlhe Committee shall distribute the spoasa
former spouse’s interest in the Participant’s bigneihder the Plan to such spouse or former spiousecordance with the Participasmglection unde
this Plan as to the time and form of payment.

American Electric Power Service Corporation hasseduthis amendment and restatement of the AmeEdactric Power System Stc
Ownership Requirement Plan to be signed as of thisday of December, 2009.

AMERICAN ELECTRIC POWER SERVICE CORPORATIO

By /s/ Genevieve A. Tucho\
Genevieve A. Tuchoy
Vice President, Human Resourt
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIAI RIES
Computation of Consolidated Ratios of Earnings to iked Charges
(in millions except ratio data)

Year Ended December 31

2005 2006 2007 2008 2009
EARNINGS

Income Before Income Tax Expense and Equity
Earnings $ 1,467 $ 1,48: $ 1,665 $ 2,01t $ 1,93¢
Fixed Charges (as below) 917 99¢ 1,14¢€ 1,24( 1,237
Preferred Security Dividend Requirements of

Consolidated Subsidiaries (1C) (4) (4) (4) (4)
Total Earnings $ 2,36¢ $ 2,47¢ $ 2,80t $ 3,251 $ 3,171

FIXED CHARGES

Interest Expense $ 694 $ 72¢ $ 83t $ 957 $ 97z
Credit for Allowance for Borrowed Funds Used

During Construction 36 82 79 75 67
Estimated Interest Element in Lease Rentals 175 184 22F 204 19¢
Preferred Security Dividend Requirements of

Consolidated Subsidiaries 1C 4 4 4 4
Total Fixed Charges $ 91z $ 99¢ $ 1,14¢ $ 1,24C $ 1,237

Ratio of Earnings to Fixed Charges 2.5¢ 2.4¢ 2.44 2.62 2.5¢€
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIAR
INDEX TO ANNUAL REPORTS

Glossary of Term
Forwarc-Looking Information
AEP Common Stock and Dividend Informati

American Electric Power Company, Inc. and Subsidiag Companies:
Selected Consolidated Financial D
Managemer's Financial Discussion and Analysis of Results péftions
Quantitative And Qualitative Disclosures About Riknagement Activitie
Report of Independent Registered Public AccourfEing
Managemer's Report on Internal Control Over Financial Repaoy
Consolidated Financial Stateme
Index to Notes to Consolidated Financial Statem

Appalachian Power Company and Subsidiaries
Selected Consolidated Financial D
Managemer's Financial Discussion and Analy:
Quantitative And Qualitative Disclosures About Riknagement Activitie
Consolidated Financial Stateme
Index to Notes to Financial Statements of RegistBamsidiarie:
Report of Independent Registered Public Accourfimm
Managemer's Report on Internal Control Over Financial Repay

Columbus Southern Power Company and Subsidiaries
Managemer's Narrative Financial Discussion and Analy
Quantitative And Qualitative Disclosures About Ridknagement Activitie
Consolidated Financial Stateme
Index to Notes to Financial Statements of RegistBamsidiarie:
Report of Independent Registered Public Accourfimm
Managemer's Report on Internal Control Over Financial Repay

Indiana Michigan Power Company and Subsidiaries
Managemer's Narrative Financial Discussion and Analy
Quantitative And Qualitative Disclosures About Ridknagement Activitie
Consolidated Financial Stateme
Index to Notes to Financial Statements of RegistBamsidiarie:
Report of Independent Registered Public Accourfimm
Managemer's Report on Internal Control Over Financial Repay

Ohio Power Company Consolidated
Selected Consolidated Financial D
Managemer's Financial Discussion and Analy:
Quantitative And Qualitative Disclosures About Riknagement Activitie
Consolidated Financial Stateme
Index to Notes to Financial Statements of RegistBabsidiarie:
Report of Independent Registered Public AccourfEing
Managemer's Report on Internal Control Over Financial Repaoy

Public Service Company of Oklahoma
Selected Financial Da
Managemer's Financial Discussion and Analy:
Quantitative And Qualitative Disclosures About Riknagement Activitie
Financial Statemen
Index to Notes to Financial Statements of RegistBamsidiarie:
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Managemer's Report on Internal Control Over Financial Repaoy
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Southwestern Electric Power Company Consolidatec
Selected Consolidated Financial D
Managemer's Financial Discussion and Analy:
Quantitative And Qualitative Disclosures About Ridknagement Activitie
Consolidated Financial Stateme
Index to Notes to Financial Statements of RegistBamsidiarie:
Report of Independent Registered Public AccourtEing
Managemer's Report on Internal Control Over Financial Repay

Notes to Financial Statements of Registrant Sudnseti

Combined Manageme’s Discussion and Analysis of Registrant Subsids

GLOSSARY OF TERMS

When the following terms and abbreviations appearn the text of this report, they have the meaningsidicated below.

Term

Meaning

AEGCo

AEP or Paren
AEP Consolidater
AEP Credit

AEP East companie
AEP Foundatior

AEP Power Pool
AEP System or the Syste

AEP West companie
AEPEP

AEPES
AEPSC

AFUDC
AOCI
APCo
APSC
CAA

Cco,

Cook Plant
CSPCc
CSw

CSW Operating Agreement

CTC
CWIP

AEP Generating Company, an AEP electric utilitysdiary.

American Electric Power Company, Ir

AEP and its majority owned consolidated subsidsaaied consolidated affiliate

AEP Credit, Inc., a subsidiary of AEP which factarxounts receivable and accrued utility
revenues for affiliated electric utility compani

APCo, CSPCo, 1&M, KPCo and OPC

AEP charitable organization created in 2005 forithkle contributions in the communiti
in which AEF's subsidiaries operat

Members are APCo, CSPCo, I&M, KPCo and OPCo. Téa Bhares the generation, cost
of generation and resultant wholesalesystem sales of the member compar

American Electric Power System, an integrated ateatility system, owned and operat
by AEF's electric utility subsidiarie:

PSO, SWEPCo, TCC and TN

AEP Energy Partners, Inc., a subsidiary of AEP cséd to wholesale marketing and
trading, asset management and commercial and nadusales in the deregulated
Texas markel

AEP Energy Services, Inc., a subsidiary of AEP Reses, Inc

American Electric Power Service Corporation, a mersubsidiary providing management
and professional services to AEP and its subsefz

Allowance for Funds Used During Constructi

Accumulated Other Comprehensive Incol

Appalachian Power Company, an AEP electric utsiipsidiary.

Arkansas Public Service Commissit

Clean Air Act.

Carbon Dioxide and other greenhouse gases.

Donald C. Cook Nuclear Plant, a t-unit, 2,191 MW nuclear plant owned by &!

Columbus Southern Power Company, an AEP elecititityigubsidiary.

Central and South West Corporation, a subsidiaixE® (Effective January 21, 2003, 1
legal name of Central and South West Corporatioa eleanged to AEP Utilities,
Inc.).

Agreement, dated January 1, 1997, as amended, dyammong PSO and SWEPCo
governing generating capacity allocation. AEPSIS as the ager

Competition Transition Charg

Construction Work in Progres



DETM
DHLC

E&R
EIS
ERCOT
ERISA
ESP
ETA

ETT

FAC

FASB
Federal EP£
FERC

FGD

FTR

GAAP
IGCC

Interconnection Agreement

IRS
IURC
I&M
IMG
KGPCo
KPCo
KPSC
kV
KWH
LPSC
MISO
MLR

MMBtu
MPSC
MTM
MW
MWH
NO ,
Nonutility Money Poo
NSR
ocCcC
OPCo
OPEB
oTC
OVEC
PIM
PM
PSO
PUCO
PUCT
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Duke Energy Trading and Marketing L.L.C., a risknmagerp@efte GAtdpalrs 2

Dolet Hills Lignite Company, LLC, a wholly-ownedghite 1ihiig subsidiary of SWEPCo
that is a consolidated variable interest en

Environmental compliance and transmission andiligion system reliability

Energy Insurance Services, Inc., a nonaffiliatqatica insurance compan

Electric Reliability Council of Texa:

Employee Retirement Income Security Act of 1974amended

Electric Security Plans, filed with the PUCO, pustuto the Ohio Amendment

Electric Transmission America, LLC an equity net&t joint venture with MidAmerican
Energy Holdings Company formed to own and operdeztgc transmission
facilities in North America outside of ERCO

Electric Transmission Texas, LLC, an equity intefesit venture between AEP Utilitie
Inc. and MidAmerican Energy Holdings Company TeXaasnsco, LLC formed to
own and operate electric transmission facilitieERCOT.

Fuel Adjustment Claust

Financial Accounting Standards Boa

United States Environmental Protection Ager

Federal Energy Regulatory Commissi

Flue Gas Desulfurization or Scrubbe

Financial Transmission Right, a financial instrumémat entitles the holder to recei
compensation for certain congestion-related trassiom charges that arise when
the power grid is congested resulting in differenicelocational prices

Accounting Principles Generally Accepted in thetgdiStates of Americi

Integrated Gasification Combined Cycle, technoltiggt turns coal into a cleai-burning
gas.

Agreement, dated July 6, 1951, as amended, byrand@APCo, CSPCo, 1&M, KPCo and
OPCo, defining the sharing of costs and benefisb@ated with their respective
generating plant:

Internal Revenue Servic

Indiana Utility Regulatory Commissio

Indiana Michigan Power Company, an AEP electriitytsubsidiary.

JMG Funding LP

Kingsport Power Company, an AEP electric distribntsubsidiary

Kentucky Power Company, an AEP electric utility sidiary.

Kentucky Public Service Commissic

Kilovolt.

Kilowatthour.

Louisiana Public Service Commissic

Midwest Independent Transmission System Oper

Member load ratio, the method used to allocate AERver Pool transactions to its
members

Million British Thermal Units.

Michigan Public Service Commissic

Mark-to-Market.

Megawatt.

Megawatthour

Nitrogen oxide

AEFP’s Nonutility Money Pool

New Source Reviev

Corporation Commission of the State of Oklaho

Ohio Power Company, an AEP electric utility subesigli

Other Postretirement Benefit Pla

Over the countel

Ohio Valley Electric Corporation, which is 43.47%med by AEP
Pennsylvani— New Jerse- Maryland regional transmission organizati
Particulate Mattetr

Public Service Company of Oklahoma, an AEP electtiity subsidiary.
Public Utilities Commission of Ohic

Public Utility Commission of Texa:



Registrant Subsidiaries

REP
Risk Management Contrac

Rockport Plant

RTO
S&P
Sabine

SFAS

SIA

SNF
SO,
SPP
Stall Unit
Sweeny

SWEPCc
TA

TCC

TEM

Texas Restructuring
Legislation

TNC

True-up Proceeding

Turk Plant

Utility Money Pool
Virginia SCC
WPCo

WVPSC
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AEP subsidiaries which are SEC registrants; APCSS“@“”Q&M PEypetd, PSO and
SWEPCo age 397 of 9808

Texas Retail Electric Provide

Trading and nontrading derivatives, including thdsevatives designated as cash flow
fair value hedges

A generating plant, consisting of two 1,300 MW ebedd generating units near Rockport,
Indiana, owned by AEGCo and I&N

Regional Transmission Organizatic

Standard and Pc’s.

Sabine Mining Company, a lignite mining companyt tisaa consolidated variable interest
entity.

Statement of Financial Accounting Standards isdyetthe Financial Accounting Standal
Board.

System Integration Agreemel

Spent Nuclear Fue

Sulfur Dioxide.

Southwest Power Poc

J. Lamar Stall Unit at Arsenal Hill Plar

Sweeny Cogeneration Limited Partnership, ownerapetator of a four unit, 480 MW gas-
fired generation facility, owned 50% by AE

Southwestern Electric Power Company, an AEP eteatiiity subsidiary

Transmission Agreement dated April 1, 1984 by amdrag APCo, CSPCo, 1&M, KPCo
and OPCo, which allocates costs and benefits imaction with the operation of
transmission asset

AEP Texas Central Company, an AEP electric utditypsidiary.

SUEZ Energy Marketing NA, Inc. (formerly known asa€tebel Energy Marketing, Inc

Legislation enacted in 1999 to restructure theteteatility industry in Texas.

AEP Texas North Company, an AEP electric utilithsidiary.

A filing made under the Texas Restructuring Legdistato finalize the amount of stranded
costs and other tr-up items and the recovery of such amot

John W. Turk, Jr. Plan

AEP Syster’'s Utility Money Pool.

Virginia State Corporation Commissic

Wheeling Power Company, an AEP electric distribusabsidiary

Public Service Commission of West Virgin
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FORWARD-LOOKING INFORMATION

This report made by AEP and its Registrant Subsatiacontains forwartboking statements within the meaning of Sec
21E of the Securities Exchange Act of 1934. AltiliotAEP and each of its Registrant Subsidiariesebelithat thei
expectations are based on reasonable assumptignsueh statements may be influenced by factortscthald cause actu
outcomes and results to be materially differenimfrihose projected. Among the factors that coulsseaactual results
differ materially from those in the forward-lookistatements are:

The economic climate and growth in, or contractiathin, our service territory and changes in martteimand ar
demographic pattern

Inflationary or deflationary interest rate trends.

Volatility in the financial markets, particularlyedelopments affecting the availability of capital @asonable terms &
developments impairing our ability to finance neapital projects and refinance existing debt atative rates

The availability and cost of funds to finance woikicapital and capital needs, particularly durieggas when the tin
lag between incurring costs and recovery is lorgjthe costs are materi

Electric load and customer growth.

Weather conditions, including storms, and our Bbid recover significant storm restoration costough applicabl
rate mechanism:

Available sources and costs of, and transportdtorfuels and the creditworthiness and performasfcieiel supplier:
and transporter:

Availability of necessary generating capacity amel performance of our generating pla

Our ability to recover 1&MS Donald C. Cook Nuclear Plant Unit 1 restoratiosts through warranty, insurance and
regulatory proces:

Our ability to recover regulatory assets and stedntbsts in connection with deregulati

Our ability to recover increases in fuel and ot¥eergy costs through regulated or competitive etecites.

Our ability to build or acquire generating capacitcluding the Turk Plant, and transmission liaeilities (including
our ability to obtain any necessary regulatory apals and permits) when needed at acceptable mimdserms and -
recover those costs (including the costs of prejdwt are cancelled) through applicable rate aaisesmpetitive rates
New legislation, litigation and government reguatiincluding requirements for reduced emissionsudfur, nitrogen
mercury, carbon, soot or particulate matter anderotsubstances or additional regulation of flyaskl amilar
combustion products that could impact the contingeeration and cost recovery of our pla

Timing and resolution of pending and future rateesa negotiations and other regulatory decisiamdu@ding rate o
other recovery of new investments in generatiostrithution and transmission service and environalesadmpliance)
Resolution of litigation (including our dispute wiBank of America).

Our ability to constrain operation and maintenarmss.

Our ability to develop and execute a strategy bame@ view regarding prices of electricity, natugals and othe
energ-related commodities

Changes in the creditworthiness of the countegmrtvith whom we have contractual arrangements udiug)
participants in the energy trading mar}

Actions of rating agencies, including changes ertitings of debt.

Volatility and changes in markets for electriciyatural gas, coal, nuclear fuel and other er-related commodities
Changes in utility regulation, including the implemation of ESPs and related regulation in Ohiothedallocation ¢
costs within regional transmission organizationsjuding PJM and SPI

Accounting pronouncements periodically issued lpoaating standard-setting bodies.

The impact of volatility in the capital markets thre value of the investments held by our pensitimergpostretiremel
benefit plans and nuclear decommissioning trustthedmpact on future funding requiremer

Prices and demand for power that we generate dinat seholesale.

Changes in technology, particularly with respeatéw, developing or alternative sources of genema

Other risks and unforeseen events, including wtrs, effects of terrorism (including increased sigucosts)
embargoes and other catastrophic eve

AEP and its Registrant Subsidiaries expressly dischny obligation to update any forw-looking information.
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AEP COMMON STOCK AND DIVIDEND INFORMATION

The AEP common stock quarterly high and low salesep, quarteend closing price and the cash dividends paid lpaire
are shown in the following table:

Quarter-End

Quarter Ended High Low Closing Price Dividend
December 31, 200 $ 36.51 $ 2959 $ 3479 $ 0.41
September 30, 20( 32.36 28.07 30.99 0.41
June 30, 200 29.16 24.75 28.89 0.41
March 31, 200¢ 34.34 24.00 25.26 0.41
December 31, 200 $ 37.28 $ 2554 % 3328 $ 0.41
September 30, 20( 41.60 34.86 37.03 0.41
June 30, 200 45.95 39.46 40.23 0.41
March 31, 200¢ 49.11 39.35 41.63 0.41

AEP common stock is traded principally on the Newark/'Stock Exchange. At December 31, 2009, AEPdmatoximatel
96,000 registered shareholders.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN®

Among Amerncan Electtic Power Company, Inc., The S&P 500 Index
And The S&P Electric Uilities Index
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—O— American Bectric Fower Company, Inc. = === SE&P 500 e ee S8 P Bectric Utilities

100 nvested on 1283104 in stock orindex, including reinve stment of dividends .
Fiscal year ending December 31

Copyright® 2010 $8P, 3 division of The hi: Graw - Hll Companies he. All rights reserwved .
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIAR Y COMPANIES
SELECTED CONSOLIDATED FINANCIAL DATA

2009 2008 2007 2006 2005
(in millions)
STATEMENTS OF INCOME DATA

Total Revenue $ 13,489 $14,440 $ 13,380 $ 12,622 $12,111
Operating Incom: $ 2,771 $ 2,787 $ 2,319 $ 1,966 $ 1,927
Income Before Discontinued Operations, Extraordinarss

and Cumulative Effect of Accounting Char $ 1370 $ 1376 $ 1,153 $ 1,001 $ 1,043
Discontinued Operations, Net of T - 12 24 10 27
Income Before Extraordinary Loss and Cumulativee&fof

Accounting Chang 1,370 1,388 1,177 1,011 1,070
Extraordinary Loss, Net of Te (5) - (79) - (225)(a)
Cumulative Effect of Accounting Change, Net of 1 - - g - a7
Net Income 1,365 1,388 1,098 1,011 828
Less: Net Income Attributable to Noncontrollingdrests 2) S 6 6 7
NET INCOME ATTRIBUTABLE TO AEP
SHAREHOLDERS 1,360 1,383 1,092 1,005 821
Less: Preferred Stock Dividend Requirements ofs@lidries 3 3 3 3 7
EARNINGS ATTRIBUTABLE TO AEP COMMON
SHAREHOLDERS $ 1357 $ 1380 $ 1,089 $ 1,002 $ 814
BALANCE SHEETS DATA
Property, Plant and Equipme $ 51,684 $49,710 $ 46,145 $ 42,021 $39,121
Accumulated Depreciation and Amortizati 17,340 16,723 _ 16,275 15,240 14,837
Net Property, Plant and Equipment $ 34,344 $32,987 $ 29,870 $ 26,781 $24,284
Total Assets $ 48,348 $45,155 $ 40,319 $ 37,877 $35,662
AEP Common Sharehold¢ Equity $ 13,140 $10,693 $ 10,079 $ 9,412 $ 9,088
Noncontrolling Interest $ - $ 17 $ 18 $ 18 $ 14
Cumulative Preferred Stock Not Subject to Manda
Redemptior $ 61 $ 61 $ 61 $ 61 $ 61
Long-term Debt (b’ $ 17,498 $15983 $ 14,994 $ 13,698 $12,226
Obligations Under Capital Leases $ 317 $ 325% 371 $ 291 $ 251
AEP COMMON STOCK DATA

Basic Earnings (Loss) per Share Attributable to AEfPnmon
Shareholders
Income Before Discontinued Operations, Extraordinarss

and Cumulative Effect of Accounting Char $ 297 $ 340% 287 $ 252 $ 264
Discontinued Operations, Net of T - 0.03 0.06 0.02 0.07
Income Before Extraordinary Loss and Cumulativee&fof

Accounting Chang 2.97 3.43 2.93 2.54 2.71
Extraordinary Loss, Net of Te (0.01; - (0.20; - (0.58

Cumulative Effect of Accounting Change, Net of 1 - (0.04




Basic Earnings per Share Attributable to AEP Commor
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Shareholders $ 296 $ 343 $ 273 $ 254 $ 2.09
Weighted Average Number of Basic Shares Outstan@mng
millions) 459 402 399 394 390
Market Price Range
High $ 3651 $ 4911 $ 5124 $ 43.13 $ 40.80
Low $ 2400 $ 2554 $ 4167 $ 3227 $ 32.25
Year-end Market Prict $ 3479 $ 3328 % 4656 $ 4258 $ 37.09
Cash Dividends Paid per AEP Common St $ 164 $ 164 $ 158 $ 150 $ 142
Dividend Payout Rati 55.41% 47.8% 57.9% 59.1% 67.9%
Book Value per AEP Common She $ 2749 $ 2635 % 2517 $ 2373 $ 23.08

(a) Extraordinary Loss, Net of Tax for 2005 reflectsT’'s stranded cos
(b) Includes portion due within one ye
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIAR Y COMPANIES
MANAGEMENT’'S FINANCIAL DISCUSSION AND ANALYSIS OF R ESULTS OF OPERATIONS

American Electric Power Company, Inc. (AEP) is ofi¢he largest investamwned electric public utility holding compan
in the United States. Our electric utility opengticompanies provide generation, transmission astdhuition services |
more than five million retail customers in Arkanshgliana, Kentucky, Louisiana, Michigan, Ohio, @kbma, Tenness:
Texas, Virginia and West Virginia.

We operate an extensive portfolio of assets inalgdi

« Almost 39,000 megawatts of generating capacity,afribe largest complements of generation in the. lthe majority of
which provides a significant cost advantage in nodstur market area

« Approximately 39,000 miles of transmission linesgluding 2,116 miles of 765kV lines, the backboridhe electric
interconnection grid in the Eastern U

« 215,800 miles of distribution lines that deliveed@ticity to 5.2 million customers.

» Substantial commodity transportation assets (mbam 9,000 railcars, approximately 3,000 bargestodvboats, 29
harbor boats and a coal handling terminal with 18an tons of annual capacity

EXECUTIVE OVERVIEW

Economic Conditions

In 2009, our operations were impacted by diffi@dbnomic conditions. While our 2009 residentiad @aammercial KWt
sales were down moderately in comparison to 20Q8, industrial KWH sales declined substantially 802 by
16%. Approximately half of the decrease was duecwitbacks or closures by 10 of our large metalsdyncimc
customers. We also experienced varying decreas&\MH sales to customers in the transportationstjs, rubber ar
paper manufacturing industries. We forecast aveagoin industrial sales volumes of approximateB6 5n 2010 a
compared to 2009.

Margins from offsystem sales decreased due to reductions in sallemes and weak market prices for power, refle
reduced overall demand for electricity. Off-systeates volumes decreased by 50% in 2009. We fstrecgecovery in off-
system sales volumes of approximately 60% in 2@l€ompared to 2009.

Regulatory Activity
Significant 2009 Approved Rate Increases

Arkansas- The APSC approved a base rate increase that psofadean $18 million annual increase in revenudscéf/e
December 2009 and a decrease in annual depreciaies of $12 million. The order also includesepasate rider «
approximately $11 million annually for the recovefycarrying costs, depreciation and operation mathtenance expen:
on the Stall Unit once it is placed in service gseeted in mi-2010.

Indiana— The IURC approved a base rate increase that pre¥atean annual increase in revenues of $42 mikiffactive
March 2009, including a $19 million base rate iase and $23 million in additional tracker revenfarscertain incurre
costs, subject to tr-up.

Ohio— The PUCO issued an order that modified and agat@SPCo’s and OPGOESP filings that authorized capped
increases during the thrgear ESP period and also authorized a FAC. Thergodovided for a $94 million and $1
million increase in CSPCo’s and OPG&009 revenues. Projected revenue increasesSieCG and OPCo under the caf
rate provision of the ESP order are listed below:

Projected

Revenue

Increases

2010 2011

(in millions)
CSPCc $ 10¢ $ 11€
OPCo 125 15¢



matth
Highlight
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Changes in customer usage may have an impact oalaevenue increases under théc@a}gg?é&t%ﬁ?é widvidi the ES
order. In addition to the revenue increases, matme was positively affected by mateh&F iOncask Feferrals in 20C
and will continue through 2011, including a cargyitharge at CSPCo’s and OP€weighted average cost of capital. TI
deferrals will be collected through a nbypassable surcharge from 2012 through 2018. Sewetices of appeal ¢
pending at the Supreme Court of Ohio.

Oklahoma— The OCC approved PS©OCapital Reliability Rider (CRR) filing to recovap to $30 million under the CRR
an annual basis beginning in January 2010 until’BS@xt base rate order. The order approving thR @Ruires PSO
file a base rate case no later than July 2010.

Virginia — The Virginia SCC issued an order which providesa@&2130 million annual fuel revenue increase effechugus
2009 to recover deferred and projected fuel coBke Virginia SCC also approved APGadlransmission Rate Adjustm
Clause effective December 2009 which will increasaual revenue by $22 million to provide for eligiiransmissio
service costs billed by PIJM.

West Virginia— For APCo’s and WPCe’Expanded Net Energy Cost (ENEC) filing, the WVHSKLied an order grantin
$355 million increase effective October 2009 ovéowr-year phas@ period plus a fixed annual carrying cost rate¥f tc
recover fuel, purchased power and other deferrddpasjected energy costs.

Pending Rate Cast

Kentucky — In December 2009, KPCo filed a base rate case th#hKPSC to increase base revenues by $124 n
annually based on an 11.75% return on common eqbigw rates are expected to become effectivelin2L0.

Texas- In August 2009, SWEPCo filed a rate case with thk€CTP to increase its base rates by approximately riiflion
annually including a return on equity of 11.5%.eTfiling includes financing cost riders of $32 naill related t
construction of the Stall Unit and Turk Plant, g@®tion management rider of $16 million and otlegluested increases
$27 million. The March 2010 hearings were suspdridethe parties to pursue settlement discuss

Virginia — In July 2009, APCo filed a generation and distiilrutbase rate increase with the Virginia SCC of4sfrllion
annually based on a 13.35% return on common eqiitye new rates, subject to refund, became effedtivDecembe
2009. To date, intervenors have filed testimonyclvimanagement estimates could result in reventreases ranging frc
$63 million to $94 million. In February 2010, iesponse to customer concerns regarding higherieldis, APCo, ir
working with service area legislators, proactivelgveloped proposed legislation to suspend the atmle of interin
rates. The Governor of Virginia approved this $éfion.

Regulatory Strategy and Announced 2010 Base Rates

We intend to seek increases in base rates whereetwins on equity are not considered reasonabke.also intend 1
actively pursue the recovery of significant 2008rst restoration costs and new investments in gépnardransmission at
distribution service and environmental complian@ée will continue to pursue cost recovery mechagrigm2010 that wi
ensure ratepayers and shareholders are treatld fair

To date, we have filed or given notice of the falilog base rate cases:

Michigan— In January 2010, 1&M filed for a $63 million incre&in annual base rates based on an 11.75% retwonamol
equity. I&M can request interim rates, subjectatund, after six months. A final order from thd”?BC is required with
one year

West Virginia— APCo provided notice to the WVPSC that it interal§ile a base rate case, now planned for March 2
Global Warming

Climate change is a global issue and the UniteteStshould assume a leadership role in developingwainternation:
approach that will address growing emissions frdmnations. In 2009, the U.S. House of Represematpassed
comprehensive energy and climate change bill. Séeate Environmental and Public Works Committeesguhdegislatio
out of committee. The Federal EPA also issueda finandatory greenhouse gas reporting rule cayexibroad range
facilities. Mandated CQemission reductions will have significant capitatiaoperating cost impacts on the AEP Systel

will also impact decisions concerning the retiretrefrsome of our smaller coal generating units.

Mountaineer Carbon Capture and Storage Proje
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APCo and ALSTOM Power, Inc., an unrelated thirdtyaointly constructed a CQcaptufédVHifehtR facility, which w
placed into service in September 2009. APCo atswstcucted and owns the necessary facilities teestioe CO, . In
October 2009, APCo started injecting Gidto the underground storage facilities.

In December 2009, APCo received approval for fddgnant funding of $334 million for a new commelcsaale project i
the Mountaineer Plant to capture and store carbo235 MW of the plang existing 1,300 MW of capacity by 2015. -
cost of this proposed project is currently estirdate be $668 million, excluding Asset Retirementli@diions. We ar
currently seeking partners in this project to shheeprojected remaining costs.

Cook Plant Unit 1 Fire and Shutdown

In September 2008, I&M shut down Cook Plant Unifuhit 1) due to turbine vibrations, caused by bléai&ire, whict
resulted in a fire on the electric generator. Mpamaent believes that 1&M should recover a signifigaortion of repair ar
replacement costs through the turbine verslararranty, insurance and the regulatory procegsn receipt of acciden
outage insurance proceeds, 1&M mitigated the inenetal fuel cost of replacement power to ratepay&d/ repaired Uni
1 and it resumed operations in December 2009 acesdpower. The Unit 1 rotors were repaired aintstalled due to tf
extensive lead time required to manufacture anthlineew turbine rotors. As a result, the replaeamof the repaire
turbine rotors and other equipment is scheduledhi®init 1 planned outage in the fall of 2011.

Turk Plant

SWEPCo is currently constructing the Turk Planmiea base load 600 MW pulverized coal uktgeercritical generating u
in Arkansas. SWEPCo owns 73% of the Turk Plantailidoperate the completed facility. The APSC,3® and PUC
approved SWEPCo’s application to build the Turkn®Rla

In June 2009, the Arkansas Court of Appeals issmathanimous decision that would reverse the ABSfant of it
permission for construction of the Turk Plant toveeArkansas retail customers. In October 2008,Arkansas Suprer
Court granted the petitions filed by SWEPCo andAR&C to review the Arkansas Court of Appeals degis

In November 2008, SWEPCo received its requiredpammit approval from the Arkansas Department of iEimmenta
Quality (ADEQ) and commenced construction at the.sihe Turk Plant cannot be placed in servicehaut its ai
permit. Certain parties filed an appeal of the @@rmit approval with the Arkansas Pollution Cohtemd Ecolog
Commission (APCEC). In January 2010, the APCEC elgphthe air permit. In February 2010, the partigBo
unsuccessfully appealed the air permit to the AP@EG a notice of appeal of the APCEOJecision with the Circuit Cot
of Hempstead County, Arkansas. The same partied & petition with the Federal EPA to review the @ermit. Ir
December 2009, the Federal EPA rejected the pagedgion on every issue except one, where the e&A asked tr
ADEQ to supplement the air permit record on oneeispf its Best Available Control Technology an@ys

If for any reason SWEPCo is unable to completeTihk Plant construction and place the Turk Plansenvice, it woul
reduce net income, cash flows and possibly impaahtial condition.

Transmission Initiatives

We continue our pursuit of transmission opportesitihroughout the U.S. In 2009, we announceddhatecently forme
transmission company, AEP Transmission Company, ,LiWll pursue new transmission investments withur oetai
service territories. We plan to invest approxirhat®l20 million in these transmission opportunitias2010. Through
joint venture, we have existing and planned trassion projects in ERCOT. We continue to pursuesrothansmissic
opportunities outside of our retail service teni#s through joint ventures with other partners.

gridSMART SM

We are currently introducing and implementing ound§MART SM project in portions of our retail serv
territories. gridSMARTSM s a combination of advanced technologies and aoesuprograms intended to impre
electricity distribution efficiency, reduce powegrdand thereby reducing power plant emissions alpddo®sumers mana
their electricity use and costs. In 2009, CSPQmixed approval for federal grant funding of $73lion from the U.S
Department of Energy for the Ohio gridSMART demonstration program. These funds will providpited to reduce tr
ultimate cost to customers. Subject to appropast recovery, we intend to implement gridSMARTIn other sections
our retail service territories.

RESULTS OF OPERATIONS
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Our primary business is our electric utility opeyas. Within our Utility Operations segment, wentally dispatc
generation assets and manage our overall utiligraipns on an integrated basis because of theastias impact of cost-
based rates and regulatory oversight. While oulityOperations segment remains our primary bussnsegment, oth
segments include our AEP River Operations segmdéht significant barging activities and our Genesatand Marketin
segment, which includes our nonregulated generatmagketing and risk management activities prirgainl the ERCO’
market area. Intersegment sales and transfegearyally based on underlying contractual arrangésrend agreements.

Our reportable segments and their related busessties are as follows:

Utility Operations
« Generation of electricity for sale to U.S. retaitlavholesale customers.
« Electricity transmission and distribution in theSU.

AEP River Operations
« Commercial barging operations that annually trartsgproximately 33 million tons of coal and drylbaommodities
primarily on the Ohio, Illinois and lower MissisgipRivers. Approximately 49% of the barging is fansportation of
agricultural products, 27% for coal, 8% for stemil 46% for other commaoditie

Generation and Marketing
« Wind farms and marketing and risk management aiets/primarily in ERCOT.

The table below presents our consolidated InconferBeéDiscontinued Operations and Extraordinary Logsegment fc
the years ended December 31, 2009, 2008 and 2007.
Years Ended December 31

2009 2008 2007
(in millions)
Utility Operations $ 1,32¢ % 1,12 % 1,04(
AEP River Operation 47 55 61
Generation and Marketir 41 65 67
All Other (a) (47) 135 (15)
Income Before Discontinued Operations and Extraordiary Loss $ 1,37C $ 1,37¢ $ 1,158

(@) All Other includes

« Parents guarantee revenue received from affiliates, imrest income, interest income and interest expems
other nonallocated cos:

« Tax and interest expense adjustments related tKwperations which were sold in 2004 and 2(

« Forward natural gas contracts that were not sotti wur natural gas pipeline and storage operatiorZ004 an
2005. These contracts are financial derivativeglvtvill gradually settle and completely expire2@11.

« The 2008 cash settlement of a purchase power dadgeeement with TEM related to the Plaguemineedegatiol
Facility. The cash settlement of $255 million (8X6illion, net of tax) is included in Net Incon

AEP CONSOLIDATED
2009 Compared to 2008

Income Before Discontinued Operations and Extraangi Loss in 2009 decreased $6 million compare20@8 primarily
due to income in 2008 from the cash settlement mfirahase power and sale agreement with TEM offfgetn increase |
income from our Utility Operations segment. Thergase in Utility Operations segment net incommarily relates to rat
increases in our Indiana, Ohio, Oklahoma and Viegservice territories partially offset by lowediunstrial sales as well
lower off-system sales margins due to lower satdsmes and lower market prices.

Average basic shares outstanding increased to 468min 2009 from 402 million in 2008 primarilywe to the issuance
69 million shares of AEP common stock. Actual slsavutstanding were 478 million as of Decembe2809.

2008 Compared to 2007

Income Before Discontinued Operations and Extraangi Loss in 2008 increased $223 million compace807 primarily
due to income from the cash settlement receiv@®@8 related to a purchase power and sale agreamtant EM, the 200
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deferral of Oklahoma ice storm expenses incurre?0id7 and base rate increases in og‘?f@fgi@'}?agfg‘%‘zw/ﬁﬁinia service
territories. These increases over 2007 were figrtéfset by higher interest expense and*fuel @§geand a provision f
refund recorded to reflect the impact of an ordsuéd in November 2008 by the FERC regarding thieatd allocation o

off-system sales margins under the SIA and the @pafrating Agreement.

Average basic shares outstanding increased to 40@min 2008 from 399 million in 2007 primarilywe to the issuance
shares under our incentive compensation and didideimvestment plans. Actual shares outstandirmg we6 million as c
December 31, 2008. In 2008, we contributed 1,Z8Dghares of common stock held in treasury to B Aoundation.

Our results of operations are discussed below leyating segment.
UTILITY OPERATIONS

Our Utility Operations segment includes primariggulated revenues with direct and variable offisgteéxpenses and |
reported commodity trading operations. We beligna a discussion of the results from our Utilitpegdations segment ol
gross margin basis is most appropriate in ordéurther understand the key drivers of the segm@&rbss margin represe
utility operating revenues less the related dioast of fuel, including consumption of chemicalsl @amissions allowance
and purchased power.

Years Ended December 31

2009 2008 2007
(in millions)
Revenue: $ 1280¢ $ 13,566 $  12,65¢
Fuel and Purchased Pow 4,42( 5,622 4,83¢
Gross Margin 8,38: 7,944 7,817
Depreciation and Amortizatic 1,561 1,45( 1,48¢
Other Operating Expenses 4,162 4,11¢ 4,12¢
Operating Income 2,66( 2,38( 2,20t
Other Income, Ne 13¢€ 17¢ 10t
Interest Expens 91¢ 91c 784
Income Tax Expense 55¢ 51¢ 48¢€
Income Before Discontinued Operations and Extraordiary Loss $ 1,32¢ $ 1,12: $ 1,04(

Summary of KWH Energy Sales for Utility Operations
For the Years Ended December 31, 2009, 2008 and Z00

Energy/Delivery Summary 2009 2008 2007
(in millions of KWH)
Retail:
Residentia 58,23: 58,89: 59,18:
Commercial 49,92¢ 50,38 50,611
Industrial 54,42¢ 64,50¢ 63,55¢
Miscellaneous 3,04¢ 3,11« 3,18¢
Total Retail (a’ 165,63 176,89¢ 176,53
Wholesale 29,67¢ 43,08t 42,917
Total KWHs 195,31: 219,98 219,45

(@) Includes energy delivered to customers served biy’'s Texas Wires Companie

Cooling degree days and heating degree days aresnedmmonly used in the utility industry as a swea of the impact:
weather on net income. In general, degree daygasaim our eastern region have a larger effectadbrincome than chanc
in our western region due to the relative sizeneftivo regions and the number of customers withagheegion.
Summary of Heating and Cooling Degree Days for Uiily Operations
For the Years Ended December 31, 2009, 2008 and 200

2009 2008 2007
(in degree days

Eastern Regio
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Actual - Heating (a 3,09?”’3‘92‘(;‘? 239 a1 of 2 3,01¢
Normal- Heating (b) 3.04F%9° 407 o B ¢ 3,04:
Actual - Cooling (c) 81¢ 94¢ 1,26¢
Normal- Cooling (b) 1,011 98¢ 97&
Western Regiol

Actual - Heating (a’ 97C 99z 1,02¢
Normal- Heating (b) 984 1,01( 1,02¢
Actual - Cooling (d) 2,43¢ 2,252 2,31¢
Normal- Cooling (b) 2,34¢ 2,32( 2,32¢

(a) Eastern Region and Western Region heating degseeadla calculated on a 55 degree temperature

(b) Normal Heating/Cooling represents the tf-year average of degree da

(c) Eastern Region cooling degree days are calculatedGd degree temperature be

(d) Western Region cooling degree days are calculated 65 degree temperature base for PSO/SWEPCo afd a
degree temperature base for TCC/TI

2009 Compared to 2008

Reconciliation of Year Ended December 31, 2008 toeér Ended December 31, 2009
Income from Utility Operations Before DiscontinuedOperations and Extraordinary Loss

(in millions)

Year Ended December 31, 200 $ 1,12¢
Changes in Gross Margin:

Retail Margins 54¢
Off-system Sale (339)
Transmission Revenu 25

Other Revenues 19¢€

Total Change in Gross Margin 43¢
Total Expenses and Other

Other Operation and Maintenar (46)
Depreciation and Amortizatic (117)

Taxes Other Than Income Ta» 2

Interest and Investment Incor (398)

Carrying Costs Incom (36)
Allowance for Equity Funds Used During Construct 37

Interest Expens D

Equity Earnings of Unconsolidated Subsidiaries 2

Total Expenses and Othel (195)
Income Tax Expense (39
Year Ended December 31, 200 $ 1,32¢

The major components of the increase in Gross Maugfined as revenues less the related directafoitel, including
consumption of chemicals and emissions allowarares purchased power were as follows:

« Retail Margins increased $549 million primarily dwethe following:

« A $187 million increase related to the PUCQO’s appt®f our Ohio ESPs, a $170 million increase exlato base
rates and recovery of E&R costs in Virginia andstawction financing costs in West Virginia, a $78lion increase
in base rates in Oklahoma, a $42 million net ratedase for I&M and $50 million of rate increasesour other
jurisdictions.

« A $201 million increase in fuel margins in Ohiomérily due to the deferral of fuel costs by CSP@d ®PCo in
2009. The PUCOQO’s March 2009 approval of CSPCots @RCo’s ESPs allows for the deferral of fuel asldted
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. A $102 million increase due to the December 20@&ision for refund of off-systehf €ales Margins ateced by the
FERC related to the Sl/

« A $68 million increase due to lower PJM and otlasts as the result of lower generation s¢

These increases were patrtially offset

« A $214 million decrease in margins from industsales due to reduced operating levels and suspeymidtions
by certain large industrial customers in our servarritories

« A $78 million decrease in fuel margins due to higluel and purchased power costs related to thék ®temt Unit 1
shutdown. This decrease in fuel margins was otiges corresponding increase in Other Revenuessassed
below.

« A $52 million decrease in usage primarily due & decrease in cooling degree days in our eastgion.

« A $29 million decrease related to favorable coaltact amendments in 2008.

Margins from Off-system Sales decreased $333 millimarily due to lower physical sales volumes dmder

margins in our eastern service territory reflectioger market prices, partially offset by higheading and marketing

margins.

Transmission Revenues increased $25 million priydrie to increased rates in the ERCOT and SPBnmegi

Other Revenues increased $198 million primarily ttu¢he Cook Plant accidental outage insuranceegu of $18!

million. 1&M reduced customer bills by approximbt&78 million for the cost of replacement poweridg the outage

period. This increase in revenues was offset bgreesponding decrease in Retail Margins as discugbove

Total Expenses and Other and Income Tax Expensweldaetween years as follows:

Other Operation and Maintenance expenses incrésedhillion primarily due to the following

o The 2008 deferral of $74 million of previously erged Oklahoma ice storm costs resulting from an @@ie
approving recovery of January and December 2003taen expense

« A $64 million increase in administrative and gehesgpenses primarily for employee benei

o A $48 million increase in storm restoration expensele to the December 2009 winter storm in Teneesse
Virginia and West Virginia. We plan to seek reagvef these expense

« A $32 million increase in demand side managemert;gy efficiency and vegetation management progr

« A $29 million increase in recoverable transmisservice expenses.

o A $14 million increase due to the completion ofateility deferrals in Virginia in December 2008 atie® decrease
of environmental deferrals in Virginia in 20(

These increases were patrtially offset

« A 3$67 million decrease in distribution and customecount expenses.

« A $51 million decrease in transmission expenseatedl to cost recovery rider amortization in Ohial aate
adjustment clause deferrals in Virgin

« A $43 million decrease in other operating expeimsesiding lower charitable contributions.

o A $39 million decrease in RTO fees, forestry arfteotransmission expenses.

« A $15 million decrease in plant outage and othenploperating and maintenance expenses, includiwgr
removal costs

Depreciation and Amortization increased $111 milljrimarily due to higher depreciable property haks as the

result of environmental improvements placed in isenat OPCo and various other property additiond higher

depreciation rates for OPCo related to shortenededeble lives for certain generating faciliti

Interest and Investment Income decreased $38 mifiiamarily due to lower interest income relateddderal income

tax refunds filed with the IRS and the recognitairother-than-temporary losses related to equigstments held by

our protected cell of EIS in 200

Carrying Costs Income decreased $36 million primatue to the completion of reliability deferrals Virginia in

December 2008 and the decrease of environmentirelsf in Virginia in 2009

Allowance for Equity Funds Used During Constructinaoreased $37 million as a result of construcabiSWEPCo0’s

Turk Plant and Stall Unit and the reapplication“Biegulated Operations” accounting guidance for ge@eration

portion of SWEPC's Texas retail jurisdiction effective April 20C

Interest Expense increased $1 million primarily doe $52 million increase in interest expenseteeldo increased

long-term debt borrowings partially offset by irgst expense of $47 million recorded in 2008 relatethe 2008 SIA

adjustment for otsystem sales margins in accordance with the F's 2008 order

Income Tax Expense increased $38 million primadig to an increase in pretbook income offset by the regulatc

accounting treatment of state income taxes and dthek/tax differences which are accounted for diow-through

basis.

2008 Compared to 20C
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Reconciliation of Year Ended December 31, 2007 toedr Ended Deceft5éP 3% °8508
Income from Utility Operations Before DiscontinuedOperations and Extraordinary Loss

(in millions)

Year Ended December 31, 200 $ 1,04C
Changes in Gross Margin:

Retail Margins 15¢
Off-system Sale (90)
Transmission Revenu 33

Other Revenues 25

Total Change in Gross Margin 127
Total Expenses and Other

Other Operation and Maintenar 35

Gain on Dispositions of Assets, N (29
Depreciation and Amortizatic 33

Taxes Other Than Income Ta» D

Interest and Investment Incor 21

Carrying Costs Incom 32
Allowance for Equity Funds Used During Construct 12

Interest Expens (131

Equity Earnings of Unconsolidated Subsidiaries 3

Total Expenses and Othel (15)
Income Tax Expens (29)
Year Ended December 31, 200 $ 1,12¢

The major components of the increase in Gross Maugfined as revenues less the related directafostel, including
consumption of chemicals and emissions allowarares purchased power were as follows:

Retail Margins increased $159 million primarily dwethe following:

A $206 million increase related to net rate incesaignplemented in our Ohio jurisdictions, a $53lionl increase
related to recovery of E&R costs in Virginia andhstiuction financing costs in West Virginia, a $2ilion net
increase in rates in Oklahoma, a $21 million insee@m base rates in Texas and an $18 million iseréabase rates
in Virginia.

A $98 million net increase due to adjustments r@éedrin 2007 related to the 2007 Virginia base catge which
included a second quarter 2007 provision for reeaefund.

A $50 million increase related to increased usag®imet, an industrial customer in Oh

A $40 million net increase due to favorable coaltcact amendments in 2008.

A $17 million increase due to a 2007 provision tesdato a SWEPCo Texas fuel reconciliation procegdin

An $8 million increase in sales to municipal andmerative customers, primarily in CSF's service territory

These increases were partially offset

A $186 million increase in fuel expense in OhiocSRICo and OPCo did not have active fuel clause®9@8 2nd
2007.

A $102 million decrease due to the December 2008igion for refund of off-system sales margins edeced by
the FERC related to the SI.

A $65 million decrease in usage primarily due 6& decrease in cooling degree days in our eastgion and a
10% decrease in cooling degree days in our weségion.

A $40 million net decrease in retail sales prinyadue to lower industrial sales in Indiana, Ohial dfirginia as a
result of the economic slowdown in the second bB#008.

Margins from Off-system Sales decreased $90 miltiomarily due to the following:

A $45 million decrease due to higher trading masgiealized in 2007 and the favorable effects ofuel
reconciliation in our western service territory 2007. This decrease was partially offset by higbleysical off-
system sales in our eastern territory as the re$higher realized prices and higher PIJM capaeienues

A $46 million decrease primarily due to an incremssharing of off-system sales margins with custmmesulting
from a full year of sharing in Virginia in 2008 cpiared to one quarter of sharing in 20
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« Transmission Revenues increased $33 million prisndrie to increased rates. ggfeeezzngoeagtg Féam of 2

« Other Revenues increased $25 million primarily tlmeéncreased third-party enginegring and constouctivork, an
increase in pole attachment revenue and an unfaleopaiovision for TCC for the refund of bonded stecorded in

2007.
Total Expenses and Other and Income Tax Expensgeldaetween years as follows:

« Other Operation and Maintenance expenses decr&88eillion primarily due to the following
« An $84 million decrease due to distribution experemrded in 2007 for ice storm costs incurreddnuary and
December 2007 and a $74 million decrease relatétetdeferral of these costs in the first quarfe20f8.
« A $77 million decrease related to the recordini8R settlement costs in September 2(
« A $9 million decrease related to the establishnoéra regulatory asset in the third quarter of 2@@8Virginia’s
share of previously expensed NSR settlement ¢
These decreases were partially offset
« A $60 million increase in recoverable PIJM experisd3hio.
« A $38 million increase in tree trimming, reliabfliand other transmission and distribution expenses.
« A $28 million increase in generation plant opemagiand maintenance exper
« A $28 million increase in recoverable customer aot@xpenses related to the Universal Service Fan®hio
customers who qualify for payment assistal
o A $22 million increase due to storm costs inculired008 by SWEPCo and I&M.
« A $13 million increase in maintenance expenseatlbok Plant.
« A $12 million increase due to the amortization efatred 2007 Oklahoma ice storm costs in 2008.
« A $10 million increase related to the w-off of the unrecoverable g-construction costs for P¢s cancelled Re
Rock Generating Facility in the first quarter o080
« Gain on Dispositions of Assets, Net decreased $ilB®omprimarily due to the expiration of the eamgs sharing
agreement with Centrica from the sale of our TeER&Ps in 2002. In 2007, we received the final em®misharing
payment of $20 million
o Depreciation and Amortization expense decreased $#Bon primarily due to lower commission-approved
depreciation rates in Indiana, Michigan, Oklahomd @exas and lower Ohio regulatory asset amortinatpartially
offset by higher depreciable property balancespiud year adjustments related to the Virginia bade case
« Interest and Investment Income increased $21 milliomarily due to the favorable effect of clainms fefund filed
with the IRS.
« Carrying Costs Income increased $32 million prihyadiie to increased cost deferrals in Virginia &idahoma.
« Allowance for Equity Funds Used During Constructimecreased $12 million primarily due to various geation
projects under constructio
 Interest Expense increased $131 million primarilg ¢b additional debt issued and higher intergssran variable rate
debt and interest expense of $47 million on offtesyssales margins in accordance with the FERC’srarlated to the
SIA.
« Income Tax Expense increased $29 million due tmamase in pretax incom

AEP RIVER OPERATIONS
2009 Compared to 2008

Income Before Discontinued Operations and Extraagi Loss from our AEP River Operations segmentafesed from
$55 million in 2008 to $47 million in 2009 primaritue to lower revenues as a result of a weak imparket.

2008 Compared to 2007

Income Before Discontinued Operations and Extraangi Loss from our AEP River Operations segmentasesed fror
$61 million in 2007 to $55 million in 2008 primayitue to rising diesel fuel prices, travel restoios caused by significe
flooding on various internal waterways througho@0®2, the impact of Hurricanes lke and Gustav ariterobdvers
operating conditions. Additionally, decreasesmport demand and grain export demand resultedwerddreight demand .
a result of a slowing U.S. economy.

GENERATION AND MARKETING
2009 Compared to 2008

Income Before Discontinued Operations and Extraangi Loss from our Generation and Marketing segrdenteased fro
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$65 million in 2008 to $41 million in 2009 primaridue to lower gross margins at thegmﬂ"ﬁl‘gﬁégtgﬁogﬁlﬁf&atlon as
result of lower power prices in ERCOT and decreagatkeration from our wind farms. eaie

2008 Compared to 2007

Income Before Discontinued Operations and Extraxangi Loss from our Generation and Marketing segrdenteased fro
$67 million in 2007 to $65 million in 2008 primaribdue to the sale in 2007 of our equity investmerBweeny and relat
contracts which resulted in $37 million of aftax income offset by higher gross margins from ratirig activities an
improved plant performance and hedging activitiesifour share of the Oklaunion Generating Station.

ALL OTHER
2009 Compared to 2008

Income Before Discontinued Operations and Extraangi Loss from All Other decreased from income D83 million ir
2008 to a loss of $47 million in 2009. In 2008, hed aftertax income of $164 million from a litigation settlent of
purchase power and sale agreement with TEM.

2008 Compared to 2007

Income Before Discontinued Operations and Extraangi Loss from All Other increased from a loss 9% $nillion in 200°
to income of $133 million in 2008. In 2008, we haffertax income of $164 million from a litigation settient of :
purchase power and sale agreement with TEM.

AEP SYSTEM INCOME TAXES
2009 Compared to 2008

Income Tax Expense decreased $67 million betwe®8 20d 2009 primarily due to a decrease in preteklincome an
the regulatory accounting treatment of state inctames and other book/tax differences which areaued for on a flow-
through basis.

2008 Compared to 2007
Income Tax Expense increased $126 million betw@&&Y 2nd 2008 primarily due to an increase in prbtaok income.

FINANCIAL CONDITION

We measure our financial condition by the strerajtbur balance sheet and the liquidity providedhy cash flows. Durir
2009, we maintained our strong financial conditamreflected by our issuances of $1.64 billion (pretceeds) of AE
common stock in April and $2.3 billion of lorigrm debt primarily to pay our 2008 draws on theddrfacilities, fund ot
construction program and refinance debt maturitiefsese issuances help to support our investmeadegratings ar
maintain financial flexibility.

DEBT AND EQUITY CAPITALIZATION
December 31

2009 2008
($ in millions)
Long-term Debt, including amounts due withinoney  $ 17,498 56.8% $ 15,983 55.6%
Short-term Debt 126 0.4 1,976 6.9
Total Debt 17,624 57.2 17,959 62.5
Preferred Stock of Subsidiari 61 0.2 61 0.2
AEP Common Equit 13,140 42.6 10,693 37.2
Noncontrolling Interest - - 17 0.1
Total Debt and Equity Capitalization $ 30,825 100.0% $ 28,730 100.0%

Our ratio of debt to total capital improved from.5% to 57.2% in 2009 due to the issuance of comsfares and tl
application of the proceeds to reduce debt. O@W9Zhancing activities and prudent managementagpital expenditure
during the current economic conditions will reduce expected 2010 capital market requirements antirue to strengthe
our balance sheet.
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Approximately $1.6 billion of our $17 billion of ¢standing longerm debt will mature in 261@2”@Rémﬁﬁﬁ@%éymenm o
securitization bonds which we recover directly fromepayers. In September 2009, oP8%"i168L8d° $500mof 5.375%
senior unsecured notes which will be used to payattirity some of its outstanding debt due in 200 believe that ol
projected cash flows from operating activities swéficient to support our ongoing operations. @ebt matures in 2010
follows:

(in millions)
First Quartel $ 498
Second Quarte 703
Third Quartel 12
Fourth Quarte 375

LIQUIDITY

Liquidity, or access to cash, is an important facto determining our financial stability. We belee we have adequ:
liquidity under our existing credit facilities. ADecember 31, 2009, we had $3.6 billion in aggregaedit facility
commitments to support our operations. Additiditplidity is available from cash from operationslamsale of receivabl
agreement. We are committed to maintaining adegliguidity. We generally use shdagrm borrowings to fund workir
capital needs, property acquisitions and constoctintil long-term funding is arranged. Sourceslarfgterm funding
include issuance of long-term debt, sale-leasebatdasing agreements or common stock.

Credit Facilities

We manage our liquidity by maintaining adequatesexl financing commitments. At December 31, 208, availabl
liquidity was approximately $3.4 billion as illuated in the table below:

Amount Maturity
(in millions)
Commercial Paper Backu
Revolving Credit Facility $ 1,50( March 2011
Revolving Credit Facility 1,45¢ April 2012
Revolving Credit Facility 627 April 2011
Total 3,581
Cash and Cash Equivalel 49C
Total Liquidity Sources 4,071
Less: AEP Commercial Paper Outstanc 11¢
Letters of Credit Issued 56€
Net Available Liquidity $ 3,38¢

We have credit facilities totaling $3.6 billion, @fhich two $1.5 billion credit facilities supporuo commercial pap
program. The two $1.5 billion credit facilitiedad for the issuance of up to $750 million as lettef credit under ea
credit facility. We also have a $627 million crefdicility which can be utilized for letters of clieor draws.

We use our commercial paper program to meet thg-gdron borrowing needs of our subsidiaries. The gnogis used |
fund both a Utility Money Pool, which funds thelityi subsidiaries, and a Nonutility Money Pool, whifunds the majori
of the nonutility subsidiaries. In addition, theogram also funds, as direct borrowers, the steort+ debt requirements
other subsidiaries that are not participants inezimoney pool for regulatory or operational reagsdm 2009, we repaid t
$2 billion borrowed in 2008 under the credit fa@. The maximum amount of commercial paper antiihg during 20C
was $614 million. The weighted-average interets far our commercial paper during 2009 was 0.61%.

Sale of Receivable

In 2009, we renewed our sale of receivables agreetheough July 2010. The sale of receivables exgent provides
commitment of $750 million from banks and commdrgiaper conduits to purchase receivables. We dhtenextend ¢
replace the sale of receivables agreement at maturi

Debt Covenants and Borrowing Limitatior

Our revolving credit agreements contain certainec@wnts and require us to maintain our percentagdebf to tote
capitalization at a level that does not exceed%7.9he method for calculating our outstanding daid other capital
contractually defined in our revolving credit agremts. At December 31, 2009, this contract-defined percentage w
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53.9%. Nonperformance of these covenants couldtriesan event of default under the%%@@i?aé%m‘sf?f%t Decemb
31, 2009, we complied with all of the covenantstaored in these credit agreements. ' i addftios. sbceleration of o
payment obligations or the obligations of certairoor major subsidiaries prior to maturity undely ather agreement
instrument relating to debt outstanding in excéskb0 million would cause an event of default unterse credit agreeme
and in a majority of our noaxchange traded commodity contracts, which woulangethe lenders and counterpartie:
declare the outstanding amounts payable. Howeavdefault under our noexchange traded commodity contracts doe
cause an event of default under our revolving t@glieements.

The revolving credit facilities do not permit trentlers to refuse a draw on any facility if a maleatverse change occurs.

Utility Money Pool borrowings and external borroggmay not exceed amounts authorized by regulatoders. A
December 31, 2009, we had not exceeded those agtidimits.

Dividend Policy and Restriction

We have declared common stock dividends payabtash in each quarter since July 1910, represe@8gconsecutiy
quarters. The Board of Directors declared a qdgrtividend of $0.41 per share in January 2010tufe dividends me
vary depending upon our profit levels, operatinghclows and capital requirements, as well as firdrand other busine
conditions existing at the time. We have the aptio defer interest payments on the AEP Junior &libated Debentur
for one or more periods of up to 10 consecutiveyear period. During any period in which we defgerest payments, \
may not declare or pay any dividends or distrimgion, or redeem, repurchase or acquire, our constomk. We belie\
that these restrictions will not have a materié&&fon our cash flows, financial condition or lirany dividend payments
the foreseeable future.

Credit Ratings

Our credit ratings as of December 31, 2009 weffel&svs:

Moody’s S&P Fitch
AEP Short Term Det P-2 A-2 F-2
AEP Senior Unsecured De Baa? BBB BBB

In 2009, Moody’s:

» Placed AEP on negative outlook.

« Downgraded TNC to Baa2 and placed it on stableoolt

« Changed the rating outlook for APCo from negativstable.
« Downgraded SWEPCo to Baa3 and placed it on stalileak.
« Downgraded OPCo to Baal and placed it on stableahut

In 2009, Fitch:

« Changed its rating outlook for SWEPCo and TCC fetable to negative
« Downgraded APCo’s senior unsecured rating to BB8@aced it on stable outlook.

If we receive a downgrade in our credit ratingsobg of the rating agencies listed above, our bamgwosts could increa
and access to borrowed funds could be negativédgtad.

CASH FLOW
Managing our cash flows is a major factor in mamtay our liquidity strength.

Years Ended December 31
2009 2008 2007

(in millions)
Cash and Cash Equivalents at Beginning of Perio $ 411 % 176 $ 301
Net Cash Flows from Operating Activiti 2,47¢ 2,581 2,39¢
Net Cash Flows Used for Investing Activiti (2,916) (4,027  (3,92))
Net Cash Flows from Financing Activiti 52( 1,67¢ 1,40¢

Net Increase (Decrease) in Cash and Cash Equivalst 79 238 (123%)
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Cash and Cash Equivalents at End of Perio $ 490 $ Sgrpgnigp Datapag 1 of2
—_— =Eaga41:&:ﬁﬂﬂﬂ=

Cash from operations, combined with a bank-spousareeivables purchase agreement and sbort-borrowings, provid:
working capital and allows us to meet other shemtatcash needs.

Operating Activities
Years Ended December 31
2009 2008 2007

(in millions)
Net Income $ 1,368 $ 1,38 $ 1,09¢
Less: Discontinued Operations, Net of Tax - (12) (24)
Income Before Discontinued Operation: 1,36¢ 1,37¢ 1,07¢
Depreciation and Amortizatic 1,59 1,48¢ 1,51:
Other (487) (27€) (199)
Net Cash Flows from Operating Activities $ 2478 $ 2581 $ 2,39/

Net Cash Flows from Operating Activities were $Bilion in 2009 consisting primarily of Income Be#o Discontinue
Operations of $1.4 billion and $1.6 billion of nast Depreciation and Amortization. Other changgsasent items that h
a current period cash flow impact, such as chamgesorking capital, as well as items that represkmare rights c
obligations to receive or pay cash, such as regylassets and liabilities. Significant change®timer items include ti
negative impact on cash of an increase in coalntorg reflecting decreased customer demand fotrédég, an increase
underrecovered fuel primarily in Ohio and West Virgirdad an increase in accrued tax benefits resultmmg & net incorr
tax operating loss in 2009. Deferred Income Tameeased primarily due to the American Recovery Brinvestment A
of 2009 extending bonus depreciation provisionshange in tax accounting method and an increadaxirversus boc
temporary differences from operations.

Net Cash Flows from Operating Activities were $Bilion in 2008 consisting primarily of Income Be# Discontinue
Operations of $1.4 billion and $1.5 billion of nast Depreciation and Amortization. Other changgsasent items that h
a current period cash flow impact, such as chamgesorking capital, as well as items that represtntre rights c
obligations to receive or pay cash, such as regylasssets and liabilities. Net Cash Flows fromef@gng Activitie:
increased in 2008 due to the TEM settlement. Uneleovered fuel costs and fuel, materials and segpliventorie
increased working capital requirements due to tighdr cost of coal and natural gas. Deferred Iredraxes increas
primarily due to the enactment of the Economic 8tirm Act which enhanced expensing provisions fotate assets plac
in service in 2008 and provided for a 50% bonugelgpation provision for certain assets placed iwise in 2008.

Net Cash Flows from Operating Activities were $Billion in 2007 consisting primarily of Income Be#o Discontinue
Operations of $1.1 billion and $1.5 billion of nast Depreciation and Amortization. Other changgsasent items that h
a current period cash flow impact, such as chamgesorking capital, as well as items that represtntre rights c
obligations to receive or pay cash, such as regylaissets and liabilities. Significant change®ter items resulted
lower cash from operations due to increased acsowgtieivable of $113 million for new contracts lre tgeneration ai
marketing segment and increased utility segmemtivables and the CTC refunds in Texas.

Investing Activities
Years Ended December 31
2009 2008 2007

(in millions)
Construction Expenditure $ (2,799 $ (3,800 $ (3,55¢€)
Acquisitions of Asset (104) (260) (512)
Proceeds from Sales of Ass 27¢ 90 22z
Other (29¢€) (157) (75)
Net Cash Flows Used for Investing Activitie: $ (2,910 % (4,027) $ (3,92)

Net Cash Flows Used for Investing Activities we3billion in 2009 primarily due to Constructioxfgenditures for ot
new generation, environmental and distribution gtrreent plan. Proceeds from Sales of Assets in 200@des $10
million relating to the sale of a portion of TurkaRt to joint owners as planned and $95 million fales of Texe
transmission assets to ETT.

Net Cash Flows Used for Investing Activities weré Killion in 2008 primarily due to Construction Eequitures fc
distribution, environmental and new generation gtreent.
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Net Cash Flows Used for Investing Activities we&%billion in 2007 primarily due to €westiuieaiangieiitures for o
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environmental, distribution and new generation strreent plan and purchases of gas-flrecf‘benera%ﬁg. u

Financing Activities
Years Ended December 31
2009 2008 2007

(in millions)
Issuance of Common Stock, N $ 1,726 $ 15¢ $ 144
Issuance/Retirement of Debt, M (360) 2,26¢€ 1,902
Dividends Paid on Common Sto (75€) (66€) (63€)
Other (90) (80) (6)
Net Cash Flows from Financing Activities $ 520 $ 1,67¢ $ 1,404

Net Cash Flows from Financing Activities in 2009rev&520 million. Issuance of Common Stock, Ne®df7 billion is
comprised of our issuance of 69 million shares@hmon stock with net proceeds of $1.64 billion auldlitional share
through our dividend reinvestment, employee savargs incentive programs. Our net debt retiremesgise $360 millior
The net retirements included the repayment of $®bioutstanding under our credit facilities ardirement of $816 millio
of longterm debt and issuances of $1.9 billion of senisecured and debt notes and $431 million of poltutontro
bonds. We paid common stock dividends of $758ianill

Net Cash Flows from Financing Activities were $hillion in 2008 primarily due to the borrowing undsur credit facility
to provide liquidity during the 2008 credit marké&t/e paid common stock dividends of $666 million.

Net Cash Flows from Financing Activities were $tikion in 2007 primarily from issuance of debtftend our constructic
program. We paid common stock dividends of $63@ani

The following financing activities occurred durigg09:
AEP Common Stock:

o In April 2009, we issued 69 million shares of conmstock with net proceeds of $1.64 billic
o During 2009, we issued 3 million shares of commtmtks under our incentive compensation, employeéngavan:
dividend reinvestment plans and received net pasceé$88 million.

Debt:

« During 2009, we issued approximately $2.3 billiddang-term debt, including $1.7 billion of senior noteadrderes
rates ranging from 5.15% to 8.13%, $431 milliorpofiution control revenue bonds ($104 million atigble rates ar
$327 million at fixed interest rates ranging frol87% to 6.3%) and $196 million of notes at interases rangin
from 5.44% to 8.03%. The proceeds from these rssesm were used to fund lobgem debt maturities and ¢
construction program:

o During 2009, we entered into $400 million of intrerate derivatives and settled $421 million of h
transactions. The settlements resulted in net casdipts of $20 million. As of December 31, 200@, had in plac
interest rate derivatives designated as cash fledgés with a notional amount of $79 million in artle hedge ris
exposure of variable interest rate d¢

« At December 31, 2009, we had credit facilities ltota$3 billion to support our commercial paper gnam and sho-
term borrowing. As of December 31, 2009, we hati9illion of commercial paper outstanding. Fog torporat
borrowing program, the maximum amount of commerpager outstanding during the year was $614 miiliodunt
2009 and the weighted average interest rate of angial paper outstanding during the year was 0.¢

In 2010:
« InJanuary 2010, TCC retired $86 million of itsstahding Securitization Bonc

« We expect to refinance approximately $1.2 billidrthee $1.6 billion of long-term debt that will mauin 2010.

BUDGETED CONSTRUCTION EXPENDITURES

We forecast approximately $2.2 billion of constrolt expenditures for 2010. Estimated construcompenditures a
subject to periodic review and modification and megry based on the ongoing effects of regulatorystaints
environmental regulations, business opportunitiegrket volatility, economic trends, weather, legaliews and the abili
to access capital. These construction expendituiisbe funded through cash flows from operatioasd financin
activities.



WPD-6

OFF-BALANCE SHEET ARRANGEMENTS Screening Data Part 1 of 2
Page 416 of 9808

Under a limited set of circumstances, we enter aftdbalance sheet arrangements for various reasonslingl acceleratir
cash collections, reducing operational expensessprehding risk of loss to third parties. Our eatrguidelines restrict t
use of offbalance sheet financing entities or structuregédditional operating lease arrangements and sdlesistome
accounts receivable that we enter in the normatssoof business. The following identifies sigraiit offtalance she
arrangements:

AEP Credit

AEP Credit has a sale of receivables agreement vatik conduits. Under the sale of receivableseageat, AEP Crec
sells an interest in a portion of the receivablesquires from affiliated utilities to the banknctuits and receives cash.
have no ownership interest in the conduits andcoordance with GAAP, are not required to constdidaese entities. AE
Credit continues to service the receivables. Dffidhalance sheet transaction was entered to allow Gt to repay i
outstanding debt obligations, continue to purcltageoperating companies’ receivables and acceleeste collections.

AEP Credits sale of receivables agreement expires in JulyY).20%e intend to extend or replace the sale ofivabées
agreement. The sale of receivables agreementda®wiommitments of $750 million to purchase red#as from AEI
Credit. At December 31, 2009, AEP Credit had $68llion of receivable sales outstanding. For temaining receivabli
left unsold to the bank conduits, AEP Credit mamgan interest in the receivables and this intasegledged as collate
for the collection of receivables sold. The fa@lue of the retained interest is based on bookevdlie to the shotermr
nature of the accounts receivables less an allogveorcanticipated uncollectible accounts. See “SH&6 ‘Accounting fo
Transfers of Financial Assets” (SFAS 166)” sectbiNote 2.

Rockport Plant Unit 2

AEGCo and 1&M entered into a sale and leasebacistretion in 1989 with Wilmington Trust Company (Gawiirustee), &
unrelated unconsolidated trustee for Rockport Rlamit 2 (the Plant). The Owner Trustee was caidl with equity fror
six owner participants with no relationship to ABPany of its subsidiaries and debt from a syndiadtbanks and certe
institutional investors. The future minimum leasg/ments for each company are $960 million as akbder 31, 2009.

The gain from the sale was deferred and is beingriémed over the term of the lease, which expire2022. The Own
Trustee owns the Plant and leases it to AEGCo &Ml IOur subsidiaries account for the lease as perating lease wi
the future payment obligations included in Note TBe lease term is for 33 years with potentiabreal options. At the el
of the lease term, AEGCo and I&M have the optiomeioew the lease or the Owner Trustee can sePlduat. We, as we
as our subsidiaries, have no ownership interetstarOwner Trustee and do not guarantee its debt.

Railcars

In June 2003, we entered into an agreement with BTapital Corporation, as lessor, to lease 875 traakportin
aluminum railcars. The initial lease term was fixgars with three consecutive fiyear renewal periods for a maxim
lease term of twenty years. We intend to mainthi@ lease for the full lease term of twenty yeais the renew:
options. The lease is accounted for as an opgrdéiase. The future minimum lease obligation i® $dillion for the
remaining railcars as of December 31, 2009. Uidesturn-andsale option, the lessor is guaranteed that thepsakeed
will equal at least a specified lessee obligatioroant which declines with each five year renewatl.December 31, 200
the maximum potential loss was approximately $2Bioni ($17 million, net of tax) assuming the fairarket value of th
equipment is zero at the end of the current figar lease term. However, we believe that the rfaarket value woul
produce a sufficient sales price to avoid any Id8& have other railcar lease arrangements thatotlaitilize this type ¢
financing structure.

SUMMARY OBLIGATION INFORMATION

Our contractual cash obligations include amoungonted on the Consolidated Balance Sheets and abigyation:
disclosed in our footnotes. The following tablensoarizes our contractual cash obligations at Deegi@b, 2009:

Payments Due by Period

(in millions)
Less Than After
Contractual Cash Obligations 1 year 2-3 years 4-5 years 5 years Total

Shor-term Debt (a $ 12€ $ - $ - $ - % 12¢€
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Interest on Fixed Rate Portion of Long-term D Screening Data Part 1 of 2

(b) 97€ 1,80¢ 1,63%29° 417 o' §%Bg, 14,417
Fixed Rate Portion of Lor-term Debt (c 1,341 1,38( 2,12( 11,71 16,55«
Variable Rate Portion of Loi-term Debt (d’ 40C 85 10C 42°¢ 1,01(
Capital Lease Obligations ( 85 11€ 58 147 40€
Noncancelable Operating Leases 334 64€ 462 1,53¢ 2,98(
Fuel Purchase Contracts 3,08 4,37( 2,48¢ 7,87: 17,81«
Energy and Capacity Purchase Contract: 82 144 19t 1,161 1,582
Construction Contracts for Capital Assets (h) 464 95¢ 93C - 2,352
Total $ 6,89t $ 9,50¢ $ 7981 $ 3285 $ 57,23f

(8) Represents principal only excluding intert

(b) Interest payments are estimated based on finalrityatlates of debt securities outstanding at Decarii, 2009 and
do not reflect anticipated future refinancing, gaddemptions or debt issuanc

(c) See“Long-term Deb” section of Note 14. Represents principal only edticlg interest

(d) See“Long-term Deb” section of Note 14. Represents principal only ediclg interest. Variable rate debt
interest rates that ranged between 0.20% and 0a@Z3écember 31, 200

(e) See Note 1z

() Represents contractual obligations to purchase oa#iiral gas and other consumables as fuel fotrEleggeneration
along with related transportation of the ft

(g) Represents contractual obligations for energy apacity purchase contrac

(h) Represents only capital assets that are contraohi@jations. Actual payments are dependent upmhraay vary
significantly based upon the decision to build,ulagpry approval schedules, timing and escalatiqor@ject costs

Our $110 million liability related to uncertainty iincome Taxes is not included above because weotaeasonab
estimate the cash flows by period.

Our pension funding requirements are not includedhie above table. As of December 31, 2009, wee@xp mak
contributions to our pension plans totaling $160iom in 2010. Estimated contributions of $286 lroih in 2011 and $2¢
million in 2012 may vary significantly based on kefrreturns, changes in actuarial assumptions et éactors.

In addition to the amounts disclosed in the comtr@ocash obligations table above, we make additioommitments in tr
normal course of business. These commitmentsdectitandby letters of credit, guarantees for theneat of obligatio
performance bonds and other commitments. At Deeerb, 2009, our commitments outstanding underetla@geemen
are summarized in the table below:

Amount of Commitment Expiration Per Period

(in millions)
Less Than After
Other Commercial Commitments 1 year 2-3 years 4-5 years 5 years Total

Standby Letters of Credit (. $ 56¢ $ - $ - $ - $ 56¢
Guarantees of the Performance of Outside Pz

(b) - - - 65 65
Guarantees of Our Performance 507 1,08¢ - 31 1,62¢
Total Commercial Commitments $ 1,07t $ 1,08¢ $ - $ 96 $ 2,257

(@) We enter into standby letters of credit (LOCs) wihiird parties. These LOCs cover items such asagdselectricit
risk management contracts, construction contragssjrance programs, security deposits, debt sergserves ar
variable rate Pollution Control Bonds. AEP, on &@élof our subsidiaries, and/or the subsidiariessiésl all of thes
LOCs in the ordinary course of business. Thereoicollateral held in relation to any guaranteegxoess of ot
ownership percentages. In the event any LOC iwmréhere is no recourse to third parties. Theimar future
payments of these LOCs are $568 million with mé&esiranging from January 2010 to December 20¥e Setters
of Credi” section of Note €

(b) See“Guarantees of Thi-Party Obligation” section of Note €

(c) We issued performance guarantees and indemnificatar energy trading and various sale agreem

THE AMERICAN RECOVERY AND REINVESTMENT ACT OF 2009

The American Recovery and Reinvestment Act of 20@%ided for several new grant programs and exphmnabe credit
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and an extension of the 50% bonus depreciationigioov enacted in the Economic SH#selins DAe st '2088.e enacte
.. . L . . . " P?‘c\;eABSOf%Oa .. .
provisions did not have a material impact on nebme or financial condition. However, tié bonupreeiation contribute

to the 2009 federal, state and local net incomepeerating loss, which will result in a future cdkshw benefit.

In 2009, APCo received approval for $334 millionf@deral grant funding from the United States D&pant of Energ
(DOE) for a new commercial scale project at the Maineer Plant to capture and store carbon. CSBGuved approv
for $75 million in federal grant funding from theQE for the gridSMARTSM demonstration program. These grants
provide capital to reduce the ultimate cost to customers. Management is still negotiating terinthese grants with tl
DOE.

TRANSMISSION INITIATIVES

AEP Transmission Company, LLC (Utility Operationggment)

In 2006, we formed the AEP Transmission CompanyC L(AEP Transco). In 2009, AEP Transco formed sewbolly-
owned transmission companies. AEP Transco is ttéifg company for the seven new transmission conesa Thes
seven companies consist of:

« AEP Appalachian Transmission Company, Inc. (coggXirginia and Tennessee)
o AEP West Virginia Transmission Company, Inc.

« AEP Indiana Michigan Transmission Company, Inc.

o AEP Kentucky Transmission Company, I

« AEP Ohio Transmission Company, Inc.

« AEP Oklahoma Transmission Company, |

» AEP Southwestern Transmission Company, Inc. (cagetrkansas and Louisiana)

In December 2009, AEP, on behalf of these severnpearas, filed formula rate requests with the FERCtfansmissio
services under the PJM Open Access Transmissioiff T@ATT) and SPP OATT , as applicable, and to lempent
transmission cost of service formula rate.

Starting in 2010, AEP Transco, through its sevebswliaries, will make appropriate state regulatblipgs and begi
developing and owning new transmission assetsatteaphysically connected to AEPexisting system. AEPSC and vari
AEP subsidiaries will provide services to AEP Ti@msAEP Transco will not have any employees.

Joint Venture Initiatives (Utility Operations segmé)

AEP is currently participating in the following jdiventure initiatives:

Total AEP’s Equity
Estimated Method
Projected Project Costs Investmentat  Approved
Project Completion Owners at December 31, Returnon
Name Location Date (Ownership %) Completion 2009 Equity
(in thousands)
MEHC Texas
Texas Transco, LLC (50%
ETT (ERCOT) 2017 AEP (50%) $  3,097,00((a)$ 53,496 9.96%
Allegheny Energy
Ohio/West (50%)
PATH (b) Virginia 2014 (c) AEP (50%) 1,800,00((d) 15,763 14.3%

OGE Energy (50%)
Tallgrass Oklahoms 2013 ETA (50%) (e) 500,000 624 12.8%

Westar Energy (50%
Prairie Wind Kansas 2013 ETA (50%) (e) 400,000 650 12.8%

Duke Energy (50%
Pioneel Indiana 2015 AEP (50%) 1,000,00C - 12.54%
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(@) In addition to ETTS current total estimated project costs of $3.lohi] ETT plans toS#sr88e Rriadaitichal transmise
projects in ERCOT over the next several yearsureuprojects will be evaluated 6R% Caserby-casisbSee ETT
2007 Formation Appe” section of Note 4

(b) In September 2007, AEP Transmission Holding CompayC and AET PATH Company, LLC, a subsidiary
Allegheny Energy, Inc., formed a joint venture bseating Potomaéppalachian Transmission Highline, LI
(PATH) and its subsidiaries. The PATH subsidiané$ operate as transmission utilities owning ea@rt electric
transmission assets within PJ

(c) In December 2009, PJM released preliminary findithgs the projected completion date may be pushell based o
voltage and service needs. A final report is etgre June 201(

(d) PATH consists of the “Ohio Series” and the “Westdifiia Series,’both owned equally by subsidiaries of Allegh
Energy Inc. and AEP, and the “Allegheny Series” akthis whollyowned by a subsidiary of Allegheny Ene
Inc. The total project is estimated to cost appnaely $1.8 billion. AERS estimated share of the project cos
approximately $600 millior

(e) Electric Transmission America, LLC (ETA) is a 50/fint venture with MidAmerican Energy Holdings Cpamny
(MEHC) America Transco, LLC and AEP Transmissiordittg Company, LLC. ETA will be utilized as a veld to
invest in selected transmission projects locatetlanth America, outside of ERCOT. AEP Transmissidolding
Company, LLC owns 25% of Tallgrass and Prairie Winm@ugh its ownership interest in ET

SIGNIFICANT FACTORS

REGULATORY ISSUES
Ohio Electric Security Plan Filings

During 2009, the PUCO issued an order that modifiad approved CSPCo’s and OPE&SPs that established r:
through 2011. The order also limits rate incredeesSPCo to 7% in 2009, 6% in 2010 and 6% in 28dd for OPCo 1
8% in 2009, 7% in 2010 and 8% in 2011. The ordevides a FAC for the thregear period of the ESP. Several notice
appeal are outstanding at the Supreme Court of @hib an order is expected from the PUCO relatethéo SEE
methodology. See “Ohio Electric Security Planrigig” section of Note 4.

Cook Plant Unit 1 Fire and Shutdown

In September 2008, 1&M shut down Cook Plant Uniguhit 1) due to turbine vibrations, caused by bl&ai&ire, whict
resulted in a fire on the electric generator. Mpamaent believes that 1&M should recover a signifigaortion of repair ar
replacement costs through the turbine verslararranty, insurance and the regulatory procegsn receipt of acciden
insurance proceeds, 1&M mitigated the incremenial tost of replacement power to ratepayers. I&ghired Unit 1 and
resumed operations in December 2009 at reducedrpoMe Unit 1 rotors were repaired and reinstatlad to the extensi
lead time required to manufacture and install newlibe rotors. As a result, the replacement ofrépaired turbine roto
and other equipment is scheduled for the Unit Ihpdal outage in the fall of 2011. Se€obk Plant Unit 1 Fire ai
Shutdown” section of Note 6.

Texas Restructuring Appeals

Pursuant to PUCT restructuring orders, TCC sezedtinet recoverable stranded generation costs .6f §ifion and i
recovering the principal and interest on the séieation bonds through the end of 2020. TCC aéfanded net other true-
up regulatory liabilities of $375 million duringdtperiod October 2006 through June 2008 via a Q&Qitcrate rider. Afte

a ruling from the Texas District Court and the T&xXzourt of Appeals, TCC, the PUCT and intervendesl fpetitions fo
review with the Texas Supreme Court. See “TexasdrReturing Appeals” section of Note 4.

Turk Plant

SWEPCo is currently constructing the Turk Planmiea base load 600 MW pulverized coal ultggercritical generating u
in Arkansas, which is expected to beskrvice in 2012. SWEPCo owns 73% of the Turk Pkmd will operate tf
completed facility. The Turk Plant is currentlytiested to cost $1.6 billion, excluding AFUDC, wiBWEPCo$ shar
estimated to cost $1.2 billion, excluding AFUDCotNes of appeal are outstanding at the Arkansasegwe Court and tl
Circuit Court of Hempstead County, Arkansas. Caimé are also outstanding at the LPSC and ther&eDéstrict Cour
for the Western District of Arkansas. See “Turlr! section of Note 4.

LITIGATION

In the ordinary course of business, we are involvedemployment, commercial, environmental and ratyul,
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litigation. Since it is difficult to predict theutcome of these proceedings, we cannot sikfeeuigeaRaTtlu22outcome w
be, or what the timing of the amount of any logse for penalty may be. We asseS¥%Ae Probabifitjoss for eac
contingency and accrue a liability for cases tleateha probable likelihood of loss if the loss carebtimated. For details
our regulatory proceedings and pending litigatiee 8lote 4 — Rate Matters and Note €emmitments, Guarantees

Contingencies. Adverse results in these procesdiage the potential to materially affect our mebme.
Environmental Litigation

The Federal EPA, a number of states and certaiciapaterest groups filed complaints alleging td&Co, CSPCo, &N
and OPCo modified certain units at their ctigdd generating plants in violation of the NSR uggments of the CAA. |
2007, we settled this litigation by a consent deaxgth the Federal EPA, the United States Departradustice, the stat
and the special interest groups. Under the corgsmsree, we agreed to annual s&hd NO, emission caps for sixteen coal-

fired power plants located in Indiana, Kentucky,i@Wirginia and West Virginia. We agreed to ins&GD equipment ¢
Big Sandy and at Muskingum River Plants no latantthe end of 2015 and selective catalytic redoaiod FGD emissiol
control equipment at Rockport Plant no later thenednd of 2017 and 2019 for Unit 1 and Unit 2, eesipely.

ENVIRONMENTAL ISSUES

We are implementing a substantial capital investnpgagram and incurring additional operational sast comply witl
environmental control requirements. The most $igamt source is the CAA’s requirements to reducessions of SGO, ,

NO, and PM from fossil fuel-fired power plants.

We are engaged in litigation about environmentsiiés, have been notified of potential responsjbitit the cleanip of
contaminated sites and incur costs for disposabNf and future decommissioning of our nuclear urit&e are als
engaged in the development of possible future reqents to reduce CQemissions to address concerns about g

climate change.
Clean Air Act Requirements

The CAA establishes a comprehensive program tcepra@nd improve the natiagvair quality and control sources of
emissions. The states implement and administerynoérthese programs and could impose additionamore stringer
requirements.

The Federal EPA issued the Clean Air Interstatee RGAIR) requiring specific reductions in S@nd NO, emissions fror

power plants. In 2008, the D.C. Circuit Court gbpals issued a decision remanding CAIR to the faedePA. CAIF
remains in effect while a new rulemaking is conddctNearly all of the states in which our poweanp$ are located ¢
covered by CAIR.

The Federal EPA issued a Clean Air Mercury Rule MEY) setting mercury standards for new cbedd power plants ar
requiring all states to issue new state implemantgplans (SIPs) including mercury requirements dgisting coalfired
power plants. The D.C. Circuit Court of Appealtedithat the Federal EPA’s action delisting fofsdl-fired power plant
did not conform to the procedures specified in @A, and vacated and remanded the federal ruledbdtn new an
existing coal-fired power plants to the Federal EPA

The Federal EPA issued a Clean Air Visibility R{&AVR), detailing how the CAAS best available retrofit technolc
requirements will be applied to facilities builtttveen 1962 and 1977 that emit more than 250 tonsy@ar of certai
pollutants in specific industrial categories, irdihg power plants.

Estimated Air Quality Environmental Investmen

The CAIR, CAVR and the consent decree signed ttlesdie NSR litigation require us to make signifitadditiona
investments, some of which are estimable. Oumedéis are subject to significant uncertainties witidoe affected by ar
changes in the outcome of several interrelatechlbes and assumptions, including: the timing gflamentation; require
levels of reductions; methods for allocation obalances; and our selected compliance alternativeésheeir costs. In sho
we cannot estimate our compliance costs with cegtaand the actual costs to comply could diffem#igantly from the
estimates discussed below.

The CAIR, CAVR and commitments in the consent deevél require installation of additional contrat& our power plan
through 2019. We plan to install additional scretsbon 7,300 MW for SQcontrol. From 2010 to 2019, we estimate f

environmental investment to meet these requiremeht$5.5 billion including investment in scrubbeasd other SO,
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equipment of approximately $4.6 billion. Thesdreates are highly uncertain due to thé%ﬁimwét‘éé with: (1) tl
states’implementation of these regulatory programs, inclgdhe potential for SIPs or Ff%%fé‘rzél‘)fl?m%ffemenuatpjans the
impose standards more stringent than CAIR; (2)tawdil rulemaking activities in response to thertakecisions remandi
the CAIR and CAMR,; (3) the actual performance @ gollution control technologies installed on ouits; (4) changes
costs for new pollution controls; (5) new genermtiachnology developments; and (6) other factéssociated operatior
and maintenance expenses will also increase duhinge years. We cannot estimate these additiopatational an
maintenance costs due to the uncertainties descaibeve, but they are expected to be significant.

We will seek recovery of expenditures for polluticontrol technologies, replacement or additionalegation and associal
operating costs from customers through our regdledées (in regulated jurisdictions). We shouldalbée to recover the
expenditures through market prices in deregulateddictions. If not, those costs could adversdfect future net incom
cash flows and possibly financial condition.

Global Warming

The topics of whether the earth is warming, how Imaed how fast, what role human activity plays, amét to do about
are very controversial and actively debated. Tinaip policy makers and influencers in Washington & the 11 states \
serve have conflicting views. We are focused é&mtg in the short term, actions that we see adqmt) such as improvil
energy efficiency, investing in developing costeetive and less carbantensive technologies, and evaluating our a
across a range of plausible scenarios and outcovesare also active participants in a variety wlfz policy discussions
state and federal levels, to assure that proposedrequirements are feasible and the economieseo$tates we serve .
not placed at a competitive disadvantage.

We believe that this is a global issue and that Winéed States should assume a leadership rolesweldping a ne
international approach that will address growingssions of CQ, and other greenhouse gases (generally referresi @g

in this discussion) from all nations, including e@ping countries. We support a reasonable appréacO, emissiol

reductions, that recognizes a reliable and affdedalectric supply is vital to economic stabilignd that allows sufficie
time for technology development. We proposed ttatonal and international policy for reasonable C©ontrols shoul

involve the following principles:

« Comprehensiveness

« Cos-effectivenes:

« Realistic emission reduction objectives

« Reliable monitoring and verification mechanis

 Incentives to develop and deploy G&duction technologies

« Removal of regulatory or economic barriers to S#nission reductions

« Recognition for early actions/investments in , reduction/mitigatior

« Inclusion of adjustment provisions if largest esnistin developing world do not take act

For additional information on global warming seeatHaof the Annual Report under the headings editfBusiness-
General — Environmental and Other Matters — Gldldaiming.”

In June 2009, the U.S. House of Representativesedatie American Clean Energy and Security Act (BCEACES is
comprehensive energy and climate change bill thaides a number of provisions that would direetffiect our busine:
including energy efficiency and renewable eledlyigtandards, funding for carbon capture and segiEs validatiol
projects, CO, emission standards for new fossil fuel-fired elecgienerating plants and an econowigle cap and trac

program for large sources of C@missions that would reduce emissions by 17% ird 2081 just over 80% by 2050 fr(

2005 levels. The Senate Environmental and Pubbckd/Committee passed legislation out of committe®eptember 20(
but it failed to advance to the Senate floor. Uegislation is final, we are unable to predis itnpact on net income, c:
flows and financial condition.

While comprehensive economy-wide regulation of Gfnissions might be achieved through new legislaseneral stat
and interest groups petitioned the Federal EPAstablish CO, emission standards under the existing requiremefntise
CAA. In September 2009, the Federal EPA issuddal mandatory CQ reporting rule covering a broad range of facil
emitting in excess of 25,000 tons of G@missions per year. The Federal EPA issued admahngerment finding for CO

emissions from new motor vehicles in December 2604, is expected to issue final rules in March 20I08e Federal EF
has also issued a proposed scheme to streamlinphas# in regulation of stationary source Cémissions through ti

NSR's prevention of significant deterioration and C's Title V permitting programs. The Federal EPAedats intent t



WPD-6
finalize the permitting rule in conjunction with éwllowing the final motor vehicle rulegc@?”z‘ilggh‘(%?déﬁf@ whether
include CO, emissions in a number of stationary source stasdandluding standards War app?y to new and mec
electric utility units. If substantial CQ emission reductions are required, there will benifigant increases in capi

expenditures and operating costs which would chjge ultimate retirement of older, less-efficiergalfired units. To th
extent we install additional controls on our getiagaplants to limit CO, emissions and receive regulatory approva

increase our rates, cost recovery could have d@iyosiffect on future earnings. Prudently incurcagital investments ma
by our subsidiaries in rategulated jurisdictions to comply with legal requnrents and benefit customers are gene
included in rate base for recovery and earn amedarinvestment. We would expect these princifdespply to investmen
made to address new environmental requirementsvekder, requests for rate increases reflecting tikesés can affect
adversely because our regulators could limit thewrhor timing of increased costs that we wouldwec through highe
rates. In addition, to the extent our costs afatively higher than our competitorgosts, such as operators of nuc
generation, it could reduce our af§stem sales or cause us to lose customers idigtras that permit customers to chc
their supplier of generation service.

Several states have adopted programs that dinegflylate CO, emissions from power plants, but none of theserprog ar

currently in effect in states where we have genegafacilities. Certain of our states have paslegislation establishir
renewable energy, alternative energy and/or eneffigiency requirements (including Ohio, Michigaitexas an
Virginia). We are taking steps to comply with taeequirements. In order to meet these requiresreemd as a key part
our corporate sustainability effort, we pledgedniorease our wind power by an additional 2,000 M@ht 2007 levels k
2011. By the end of 2009, we secured through p@uechase agreements an additional 1,013 MW of \wiwder. To th
extent demand for renewable energy from wind pawereases, it could have a positive effect on migrnings from ol
transmission activities. For example, a projeciTexas would build new transmission lines to tramsglectricity fron
planned wind energy generation in west Texas teerdensely populated areas in eastern Texas.

We have taken measurable, voluntary actions toceed@nd offset our CQ emissions. We participate in a numbe
voluntary programs to monitor, mitigate and red@&, emissions, including the Federal ERAClimate Leaders progra
the United States Department of Energy’s £@porting program and the Chicago Climate Exchanigeough the end

2008, we reduced our emissions by a cumulative iibmmetric tons from adjusted baseline leveld#98 through 2001
a result of these voluntary actions. Our total C€missions in 2008 were 155 million metric tons. ¥étimate that ol

2009 emissions were approximately 140 million neetoins. Since 2004, our cumulative reductions hallin excess of °
million metric tons.

Certain groups have filed lawsuits alleging thatssmons of CGO, are a “public nuisancegind seeking injunctive relief and

damages from small groups of cdiaéd electricity generators, petroleum refinersd anarketers, coal companies
others. We have been named in pending lawsuitgshwive are vigorously defending. It is not possilbd predict th
outcome of these lawsuits or their impact on ougrapons or financial condition. Se€drbon Dioxide Public Nuisan
Claims” and “Alaskan Villages’ Claims” sections bte 6.

Future federal and state legislation or regulatithrad mandate limits on the emission of G@ould result in significat

increases in capital expenditures and operatingsceghich, in turn, could lead to increased ligtyidneeds and high
financing costs. Excessive costs to comply witiurkel legislation or regulations might force ouditytisubsidiaries to clos
some coafired facilities and could lead to possible impagmhof assets. As a result, mandatory limits ciwalde a materi
adverse impact on our net income, cash flows arah@ial condition.

Global warming creates the potential for physiaad éinancial risk. The materiality of the risksp@d®ds on whether a
physical changes occur quickly or over several desaand the extent and nature of those changesicBhrisks fron
climate change could include changes in weatheditons. Our customers' energy needs currently waith weathe
conditions, primarily temperature and humidity.r Fesidential customers, heating and cooling tadgyyesent their large
energy use. To the extent weather patterns chsigg#icantly, customers' energy use could increasgecrease depend
on the duration and magnitude of any changes.eés&d energy use due to weather changes couldeaegutio invest |
more generating assets, transmission and othexsinficture to serve increased load, driving theallveost of electricit
up. Decreased energy use due to weather changés aitect our financial condition through loweres and decreas
revenues. Extreme weather conditions in genergliire more system backup, adding to costs, and cocentribute ti
increased system stresses, including service utgons and increased storm restoration costs.maienot recover all cos
related to mitigating these physical and finanggks. Weather conditions outside of our serveretory could also have
impact on our revenues, either directly throughnges in the patterns of our cffistem power purchases and sale
indirectly through demographic changes as peopéptatd changing weather. We buy and sell eletgridepending upc
system needs and market opportunities. Extremeheeaonditions that create high energy demanddcmaike electricit
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prices, which could increase the cost of energypvewide to our customers and coul@mﬂgﬁ%@gﬂ&ﬂﬁiﬁ)r increase
wholesale sales.

To the extent climate change impacts a region'sn@oi health, it could also impact our revenuesr @nancia
performance is tied to the health of the regiomanemies we serve. The price of energy, as arfacta region's cost
living as well as an important input into the cofigoods, has an impact on the economic healtrunicommunities. Tt
cost of additional regulatory requirements wouldnmally be borne by consumers through higher pricesenergy an
purchased goods.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES, NEW ACC OUNTING PRONOUNCEMENTS

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial statements in accardamith GAAP requires us to make estimates andnagons that affe:
reported amounts and related disclosures, includimgunts related to legal matters and contingendés consider ¢
accounting estimate to be critical if:

« It requires assumptions to be made that were wmpeaat the time the estimate was made; and
« Changes in the estimate or different estimates toatd have been selected could have a materiattetin ou
consolidated net income or financial conditi

We discuss the development and selection of crificaounting estimates as presented below withAtidit Committee ¢
AEP’s Board of Directors and the Audit Committeeiesvs the disclosure relating to them.

We believe that the current assumptions and otbesiderations used to estimate amounts reflectemliinconsolidate
financial statements are appropriate. Howeveunacesults can differ significantly from thoseiesttes.

The sections that follow present information about critical accounting estimates, as well as tfiects of hypothetic:
changes in the material assumptions used to deeglop estimate.

Regulatory Accounting
Nature of Estimates Requir

Our consolidated financial statements reflect tbgoas of regulators that can result in the rectigmiof revenues ai
expenses in different time periods than enterptisasare not rate-regulated.

We recognize regulatory assets (deferred expensbes tecovered in the future) and regulatory linbd (deferred futu
revenue reductions or refunds) for the economieotdf of regulation. Specifically, we match theitighof our expens
recognition with the recovery of such expense gulated revenues. Likewise, we match income wighregulated revent
from our customers in the same accounting perid@. also record regulatory liabilities for refunds,probable refunds,
customers that have not been made.

Assumptions and Approach Us

When incurred costs are probable of recovery thiowgulated rates, we record them as regulatogtass the balan
sheet. We review the probability of recovery athebalance sheet date and whenever new events. degamples of ne
events include changes in the regulatory envirommissuance of a regulatory commission order ors@gs of ne'
legislation. The assumptions and judgments usecebylatory authorities continue to have an impmacthe recovery
costs, rate of return earned on invested capitdlt@mng and amount of assets to be recovered tfirwagulated rates.
recovery of a regulatory asset is no longer pralalse write off that regulatory asset as a chaggenat earnings. A write-
off of regulatory assets may also reduce futuré élasvs since there will be no recovery throughulated rates.

Effect if Different Assumptions Us

A change in the above assumptions may result iragemal impact on our net income. Refer to Notisfurther deta
related to regulatory assets and liabilities.

Revenue Recognitio— Unbilled Revenues

Nature of Estimates Requir
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We record revenues when energy is delivered taultomer. The determination of saleStGaMiPiuIbhie?s is based
the reading of their meters, which we perform omyatematic basis throughout the mightAT °At the eheach montl
amounts of energy delivered to customers sincedtdte of the last meter reading are estimated aedcdnrespondir
unbilled revenue accrual is recorded. This esenmtreversed in the following month and actuakrewe is recorded bas
on meter readings. In accordance with the apgdkcatate commission regulatory treatment in Arkandsouisiane
Oklahoma and Texas, PSO and SWEPCo do not recerfd¢hportion of unbilled revenue.

The changes in unbilled electric utility revenuesluded in Revenue on our Consolidated Statemdritscome were $E
million, $72 million and $47 million for the yeaemnded December 31, 2009, 2008 and 2007, respectiVéle increases
unbilled electric revenues are primarily due tceeratcreases and changes in weather. Accrued edbiévenues for tl
Utility Operations segment were $503 million and&4nillion as of December 31, 2009 and 2008, respey.

Assumptions and Approach Us

For each operating company, we compute the mordgbtynate for unbilled revenues as net generaties the curre
month’s billed KWH plus the prior month’unbilled KWH. However, due to meter reading éssumeter drift and oth
anomalies, a separate monthly calculation limits tihbilled estimate within a range of values. Timster calculation i
derived from an allocation of billed KWH to the ocemt month and previous month, on a cycleegle basis, and dividit
the current month aggregated result by the bill®HK The limits are statistically set at one stadddeviation from thi
percentage to determine the upper and lower liafite range. The unbilled estimate is compareitiedimiter calculatio
and adjusted for variances exceeding the uppeloavet limits.

Effect if Different Assumptions Us

Significant fluctuations in energy demand for thebilled period, weather, line losses or changeth& composition ¢
customer classes could impact the accuracy ofnbéled revenue estimate. A 1% change in the émialculation when
is outside the range would increase or decreaséathlevenues by 1% of the accrued unbilled reesnon the Consolidat
Balance Sheets.

Accounting for Derivative Instrument:
Nature of Estimates Requir

We consider fair value techniques, valuation adpesits related to credit and liquidity and judgmergkated to th
probability of forecasted transactions occurringhwm the specified time period to be critical acetig estimates. The
estimates are considered significant because tieelgighly susceptible to change from period togeeand are dependent
many subjective factors.

Assumptions and Approach Us

We measure the fair values of derivative instrumemtd hedge instruments accounted for using MTMw@ating based ¢
exchange prices and broker quotes. If a quotedkeharice is not available, we estimate the faiugabased on the b
market information available including valuation deds that estimate future energy prices based @stirex market an
broker quotes, supply and demand market data dmer eissumptions. Fair value estimates, based tipoibest mark
information available, involve uncertainties andtt@a of significant judgment. These uncertainiredude projections «
macroeconomic trends and future commodity pricesduding supply and demand levels and future pradatility.

We reduce fair values by estimated valuation adjasts for items such as discounting, liquidity amedit quality. W
calculate liquidity adjustments by utilizing bidkaspreads to estimate the potential fair value rhyd liquidating ope
positions over a reasonable period of time. Wee basdit adjustments on estimated defaults by ewvpatties that a
calculated using historical default probabilities Eompanies with similar credit ratings. We ewasduthe probability of tt
occurrence of the forecasted transaction withinsgecified time period as provided in the origidatumentation related
hedge accounting.

Effect if Different Assumptions Us

There is inherent risk in valuation modeling gitee complexity and volatility of energy marketsherefore, it is possib
that results in future periods may be materialffedént as contracts settle.

The probability that hedged forecasted transactiwitisnot occur by the end of the specified timeripd could chanc
operating results by requiring amounts currentlgssified in Accumulated Other Comprehensive Incqimess) to b
classified into operating incom
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For additional information regarding derivativesding and fair value measurements, se¥N&tesdanSee Fair Value

Measurements of Assets and Liabilities” sectioNofe 1 for fair value calculation policy.

Long-Lived Assets
Nature of Estimates Requir:

In accordance with the requirements of “PropertgnPand Equipment” accounting guidance, we evall@aglived asset
for impairment whenever events or changes in cistances indicate that the carrying amount of aich sissets may not
recoverable or the assets meet the held for sidziar We utilize a group composite method ofréefation to estimate t
useful lives of long-lived assets. The evaluatiafslongdived held and used assets may result from abandots
significant decreases in the market price of aetasssignificant adverse change in the extentammar in which an asse
being used or in its physical condition, a sigrificadverse change in legal factors or in the legsiclimate that could affe
the value of an asset, as well as other economiperations analyses. If the carrying amount isrecoverable, we recc
an impairment to the extent that the fair valu¢hef asset is less than its book value. For absddsfor sale, an impairme
is recognized if the expected net sales pricess {ran its book value. For regulated assetanpairment charge could
offset by the establishment of a regulatory asEedte recovery is probable. For nonregulatecdtssany impairment char
is recorded against earnings.

Assumptions and Approach Us

The fair value of an asset is the amount at whiet asset could be bought or sold in a currenséetion between willir
parties other than in a forced or liquidation salrioted market prices in active markets are tist &adence of fair valt
and are used as the basis for the measuremengiiélale. In the absence of quoted prices fortidahor similar assets
active markets, we estimate fair value using varimgernal and external valuation methods includiagh flow projectior
or other market indicators of fair value such adshieceived, comparable sales or independent aptgaiWe perfor
depreciation studies to determine composite degtieai rates and related lives which are subjegetiodic review by sta
regulatory commissions. The fair value of the asselld be different using different estimates asdumptions in the
valuation techniques.

Effect if Different Assumptions Us

In connection with the evaluation of long-lived etssin accordance with the requirements Bfoperty, Plant ar
Equipment”accounting guidance, the fair value of the assetveay if different estimates and assumptions wd#de bee
used in our applied valuation techniques. Thares® for depreciation rates takes into accountptst history of interit
capital replacements and the amount of salvageceegbe In cases of impairment, we made our besnhatd of fair valu
using valuation methods based on the most cumémrtmation at that time. Fluctuations in realizades proceeds versus
estimated fair value of the asset are generally tdua variety of factors including, but not limited, differences i
subsequent market conditions, the level of biddtrest, timing and terms of the transactions amdaoalysis of the benet
of the transaction.

Pension and Other Postretirement Benef

We maintain qualified, defined benefit pension plgQualified Plans), which cover a substantial mgjaf nonunion an
certain union employees, and unfunded, nonqualsigaplemental plans (Nonqualified Plans) to pro\ndecfits in exce:
of amounts permitted under the provisions of thelsav to be paid to participants in the Qualifieldr#s (collectively th
Pension Plans). We merged the Qualified PlanseaemMber 31, 2008. Additionally, we entered intividual retiremer
agreements with certain current and retired exeesitinat provide additional retirement benefita agrt of the Nonqualifie
Plans. We also sponsor other postretirement ep&ins to provide medical and life insurance bisefor retirec
employees (Postretirement Plans). The Pensiors Rlagh Postretirement Plans are collectively thala

For a discussion of investment strategy, investrtigmtations, target asset allocations and thestf@sition of investmen
within the fair value hierarchy, see “Investmentsidin Trust for Future Liabilities” andFair Value Measurements
Assets and Liabilities"sections of Note 1. See Note 8 for informationardghg costs and assumptions for empl
retirement and postretirement benefits.

The following table shows the net periodic costhaf Plans:

Years Ended December 31
Net Periodic Benefit Cosl 2009 2008 2007
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Pension Plan $ 06 § @ %ytegor980E
Postretirement Plar 141 80 81

The net periodic benefit cost is calculated bagszhia number of actuarial assumptions, includingeeted longerm rate
of return on the Plans’ assets. In developingetkgected londerm rate of return assumption for 2010, we evaldanpu
from actuaries and investment consultants, inclyidiveir reviews of asset class return expectatassvell as londern
inflation assumptions. We also considered his&brieturns of the investment markets as well ag@uyear average retul
for the period ended December 2009, of approximaB¥% for the Pension Plans and approximately 2f8%othe
Postretirement Plans. We anticipate that the invest managers we employ for the Plans will inthstassets to gener
future returns averaging 8% for the Pension PlahRuostretirement Plans.

The expected long-term rate of return on the Plassets is based on our targeted asset allocatidroan expecte
investment returns for each investment categomyr &3sumptions are summarized in the followingeabl

Other Postretirement

Pension Plans Benefit Plans
Assumed Assumed
2010 Expected 2010 Expected
Long- Long-
Target term Target term
Asset Rate of Asset Rate of
Allocation Return Allocation Return
Equity 50% 9.5(% 66% 9.7%%
Real Estatt 5% 7.25% -% -%
Debt Securitie: 39% 6.0(% 33% 6.0(%
Other Investment 5% 10.00% -% -%
Cash and Cash Equivalents 1% 3.00% 1% 3.0(%
Total 10(% 10C%

We regularly review the actual asset allocation padodically rebalance the investments to ourdteg allocation. W\
believe that 8% for the Pension Plans and Posreént Plans are reasonable long-term rates oihretuthe Plansasset
despite the recent market volatility. The Pendgitens’assets had an actual gain (loss) of 17.1% and)@4dr the yeai
ended December 31, 2009 and 2008, respectivdliie Postretirement Planassets had an actual gain (loss) of 23.7%
(24.7)% for the years ended December 31, 2009 #8,2respectively. We will continue to evaluate thctuarie
assumptions, including the expected rate of retatrfeast annually, and will adjust the assumptemsecessary.

We base our determination of pension expense omeon a market-related valuation of assets, widdbces year-tgeal
volatility. This market-related valuation recogeszinvestment gains or losses over a figar period from the year in whi
they occur. Investment gains or losses for thipgse are the difference between the expectednrealculated using tl
market-related value of assets and the actualrrdiased on the market-related value of assetxeShe marketelatec
value of assets recognizes gains or losses ovigegdar period, the future value of assets will beaoipd as previous
deferred gains or losses are recorded. As of Deeelil, 2009, we had cumulative losses of appraeiyn&600 millior
that remain to be recognized in the calculatiothef marketelated value of assets. These unrecognized hedréad losse
will result in increases in the future pension sodepending on several factors, including whethwhdosses at ea
measurement date exceed the corridor in accordaititéCompensation — Retirement Benefits” accougtyuidance.

The method used to determine the discount rateatbattilize for determining future obligations islarationbased methc
in which a hypothetical portfolio of high qualitpiporate bonds similar to those included in the Mos Aa bond index wi
constructed but with a duration matching the berm@én liability. The composite yield on the hypetical bond portfoli
was used as the discount rate for the plan. Theeodnt rate at December 31, 2009 under this metrasl5.6% for th
Qualified Plan, 5.5% for the Nonqualified Plans ab@5% for the Postretirement Plans. Due to thfecefof the
unrecognized actuarial losses and based on antexipeate of return on the Pension Plaassets of 8%, a discount rate
5.6% and 5.5% and various other assumptions, virast that the pension costs for all pension pleitisapproximate $16
million, $166 million and $186 million in 2010, 201and 2012, respectively. Based on an expectedofateturn on tr
OPEB plans’assets of 8%, a discount rate of 5.85% and vamblsr assumptions, we estimate Postretirement ¢at
will approximate $112 million, $94 million and $#iillion in 2010, 2011 and 2012, respectively. Fatactual cost wi
depend on future investment performance, changesure discount rates and various other factdeged to the populatiol
participating in the Plans. The actuarial assuomgtiused may differ materially from actual resulffie effects of a 50 ba
point change to selective actuarial assumptionsnateded in the“Effect if Different Assumptions Us” section below
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The value of the Pension Plamssets increased to $3.4 billion at December 319 d@m $3¢BAlie%E December 31, 2(
primarily due to investment gains. The Qualifiedr® paid $240 million in benefits to plan partanps during 20C
(nonqualified plans paid $8 million in benefitsihe value of our Postretirement Plamassets increased to $1.3 billior
December 31, 2009 from $1 billion at December 300& primarily due to investment gains and contidng. Thi
Postretirement Plans paid $120 million in bendétplan participants during 2009.

Nature of Estimates Requir

We sponsor pension and other retirement and pwstretnt benefit plans in various forms coveringeaiployees who me
eligibility requirements. We account for these éf@s under “Compensation” and “Plan Accountingtcountini
guidance. The measurement of our pension andgpostnent benefit obligations, costs and liab#itis dependent on
variety of assumptions.

Assumptions and Approach Us
The critical assumptions used in developing theireq estimates include the following key factors:

« Discount rate

« Rate of compensation increase
« Cash balance crediting re

« Health care cost trend rate

« Expected return on plan ass

Other assumptions, such as retirement, mortality @mnover, are evaluated periodically and upddtedeflect actus
experience.

Effect if Different Assumptions Us

The actuarial assumptions used may differ matgrfatim actual results due to changing market armhemic condition:
higher or lower withdrawal rates, longer or sholter spans of participants or higher or lower lusym versus annui
payout elections by plan participants. These difiees may result in a significant impact to theoam of pension ar
postretirement benefit expense recorded. If a &8isbpoint change were to occur for the followirggwuanptions, tr
approximate effect on the financial statements wda as follows:

Other Postretirement

Pension Plans Benefit Plans
+0.5% -0.5% +0.5% -0.5%
(in millions)
Effect on December 31, 2009 Benefit Obligatior
Discount Rate $ (231) % 25¢ % (119 $ 13z
Compensation Increase Ri 15 (14) 3 3
Cash Balance Crediting Re 45 (39) N/A N/A
Health Care Cost Trend Re N/A N/A 96 (87)
Effect on 2009 Periodic Cos
Discount Rate (20 22 (11) 11
Compensation Increase Ri 4 (4 - (D)
Cash Balance Crediting Re 10 9) N/A N/A
Health Care Cost Trend Re N/A N/A 15 (14)
Expected Return on Plan Ass (20) 20 5) 5

N/A = Not Applicable
Nuclear Trust Funds

Nuclear decommissioning and spent nuclear fuet fuugls represent funds that regulatory commissadlosv us to collec
through rates to fund future decommissioning arehspuclear fuel disposal liabilities. By rulesarders, the IURC, ti
MPSC and the FERC established investment limitateomd general risk management guidelines.

We maintain trust funds for each regulatory jugsidn. These funds are managed by external invergtmanagers wi
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must comply with the guidelines and rules of thpl@pble regulatory authorities. The t?ﬂ@?%%ﬁ?ﬂéé{‘éd to optimi.
the net of tax earnings of the trust g|V|ng consatlen to liquidity, risk, diversification®afd o%ﬁeprudent investme
objectives. We record securities held in thessttfunds as Spent Nuclear Fuel and Decommissiofingts on oL
Consolidated Balance Sheets. We record theseisesat fair value. We utilize our trusteegxternal pricing service in ¢
estimate of the fair value of the underlying inveshts held in these trusts. Our investment masagerew and validate t
prices utilized by the trustee to determine failuea We perform our own valuation testing to wetifie fair values of tf
securities. We receive audit reports of our trist®perating controls and valuation processeg. “Beestments Held
Trust for Future Liabilities” section of Note 1 atair Value Measurements of Trust Assets for Decassioning and SN
Disposal” section of Note 11.

NEW ACCOUNTING PRONOUNCEMENTS
Adoption of New Accounting Pronouncements in 20

The FASB issued SFAS 160 “Noncontrolling Interest Gonsolidated Financial StatementSFAS 160), modifyin
reporting for noncontrolling interest (minority a@rest) in consolidated financial statements. Tteesent require
noncontrolling interest be reported in equity arsablishes a new framework for recognizing net imeocor loss ar
comprehensive income by the controlling inter&¥e retrospectively adopted the presentation ancladisre requiremer
of SFAS 160.

New Accounting Pronouncements Adopted During the$tiQuarter of 201(

We prospectively adopted SFAS 166 “Accounting foansfers of Financial AssetsSEAS 166) effective January
2010. The adoption of this standard resulted ilPAEedits transfer of receivables being accounted for reanftings wit
the receivable and debt recorded on our balancs.she

We prospectively adopted SFAS 167 “Amendments t&BAnterpretation No. 46(R)"SFAS 167) effective January
2010. We no longer consolidate DHLC effective wiie adoption of this standard.

See Note 2 for further discussion of accountingipumcements.
Future Accounting Changes

The FASB’s standardetting process is ongoing and until new standaade been finalized and issued, we cannot dete
the impact on the reporting of our operations andricial position that may result from any suctlufatchanges. The FA!
is currently working on several projects includingvenue recognition, contingencies, financial umstents, emissic
allowances, fair value measurements, leases, imsgyahedge accounting, consolidation policy andcatignues
operations. We also expect to see more FASB pmjas a result of its desire to converge InternaticAccounting
Standards with GAAP. The ultimate pronouncemeessilting from these and future projects could hawvempact on ot
future net income and financial position.
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QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK ET AND CRETAT2RISR08

Market Risks

Our Utility Operations segment is exposed to certaarket risks as a major power producer and mearlkaft wholesal
electricity, coal and emission allowances. Thasksrinclude commodity price risk, interest ratskrand credit risk. |
addition, we may be exposed to foreign currencyhamrge risk because occasionally we procure varsamgices an
materials used in our energy business from forsigopliers. These risks represent the risk of tihasmay impact us due
changes in the underlying market prices or rates.

Our Generation and Marketing segment, operatinghgmily within ERCOT, transacts in wholesale enetgding an
marketing contracts. This segment is exposed tmioemarket risks as a marketer of wholesale etayt. These risk
include commaodity price risk, interest rate risldamedit risk. These risks represent the riskoggIthat may impact us ¢
to changes in the underlying market prices or rates

All Other includes natural gas operations whichdsdiorward natural gas contracts that were not wdtld the natural gz
pipeline and storage assets. These contractdremecfal derivatives, which will gradually settlacacompletely expire
2011. Our risk objective is to keep these positiganerally risk neutral through maturity.

We employ risk management contracts including ptaf$orward purchase and sale contracts and fiahfarward purchas
and sale contracts. We engage in risk manageniiegiectricity, coal, natural gas and emission adloees and to a les
degree other commodities associated with our enleuginess. As a result, we are subject to prile ri’he amount of ri
taken is determined by the commercial operationsigin accordance with the market risk policy appbby the Financ
Committee of our Board of Directors. Our markekroversight staff independently monitors our filticies, procedurt
and risk levels and provides members of the Comiale@perations Risk Committee (CORC) various damgekly and/c
monthly reports regarding compliance with policiégits and procedures. The CORC consists of oxechtive Vice
President -Generation, Chief Financial Officer, Senior Vicee$ldent of Commercial Operations and Chief
Officer. When commercial activities exceed preduateed limits, we modify the positions to reduce tisk to be within th
limits unless specifically approved by the CORC.

MTM Risk Management Contract Net Assets (Liabilities)
Year Ended December 31, 2009

(in millions)
Generation
Utility and
Operations Marketing All Other Total

Total MTM Risk Management Contract Net Assets

(Liabilities) at December 31, 2008 $ 178 $ 104 $ 7 $ 27z
(Gain) Loss from Contracts Realized/Settled DuthmgPerioc

and Entered in a Prior Peri (99 @) 5 (101
Fair Value of New Contracts at Inception When EgdelDuring

the Period (a 14 63 - 77
Changes in Fair Value Due to Market Fluctuationsiiuthe

Period (b) 5 (13 Q) 9)
Changes in Fair Value Allocated to Regulated Jigigmhs (c) 39 - - 39
Total MTM Risk Management Contract Net Assets

(Liabilities) at December 31, 2009 $ 134 $ 147 $ (3) 27¢
Cash Flow Hedg Contracts 9)
Collateral Deposits 86
Total MTM Derivative Contract Net Assets at Decembe31,
2009 $ 35E

(a) Reflects fair value on lonterm structured contracts which are typically wétistomers that seek fixed pricing to lir
their risk against fluctuating energy prices. Tdumtract prices are valued against market curvescased with th

(b) Market fluctuations are attributable to varioustéas such as supply/demand, weather,

(c) “Change in Fair Value Allocated to Regulated Jucisoins” relates to the net gains (losses) of those costtaet are
not reflected on the Consolidated Statements obrimec These net gains (losses) are recorded adat@w
liabilities/assets
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See Note 10 — Derivatives and Hedging and Note Bdir-Value Measurements for additiGeafihfbPR&tietated to our ris
management contracts. The following tables ancbdson provide information on our credit risk andrket volatility risk.

Credit Risk

We limit credit risk in our wholesale marketing anading activities by assessing creditworthinggsodential counterparti
before entering into transactions with them andtioaing to evaluate their creditworthiness aftemgactions have be
originated. We use Moody’s Investors Service, &ad & Poor's and current markieésed qualitative and quantitative (
to assess the financial health of counterpartiearoangoing basis. If an external rating is nailable, an internal rating
generated utilizing a quantitative tool developgdvMpody’s to estimate probability of default that correg®to an implie
external agency credit rating. Based on our amalyse set appropriate risk parameters for eachrnatly-grade
counterparty. We may also require cash depositters of credit and parental/affiliate guarantess security frot
counterparties in order to mitigate credit risk.

We have risk management contracts with numeroustequarties. Since open risk management conteaietsalued bas:
on changes in market prices of the related comnesdibur exposures change daily. At December 8092our cred
exposure net of collateral to sub investment gameterparties was approximately 12.2%, expresséerims of net MTN)
assets, net receivables and the net open posfior®ntracts not subject to MTM (representing ewait risk even thoug
there may not be risk of accounting loss). As et&@mber 31, 2009, the following table approximatascounterparty crec
guality and exposure based on netting across cortigmydnstruments and legal entities where applea

Exposure Number of Net Exposure

Before Counterparties of
Credit Credit Net >10% of Counterparties

Counterparty Credit Quality Collateral Collateral Exposure Net Exposure >10%
(in millions, except number of counterparties)
Investment Grad $ 652 $ 44 $ 60¢ 2 $ 18€
Split Rating 3 - 3 1 3
Noninvestment Grad 2 1 1 3 1
No External Ratings

Internal Investment Grac 82 2 80 3 48
Internal Noninvestment Gra 10€ 11 95 3 79
Total as of December 31, 200 $ 84€ $ 58 $ 78¢ 12 $ 317
Total as of December 31, 200 $ 795 $ 29 $ 764 9 % 284

Value at Risk (VaR) Associated with Risk Managem€&antracts

We use a risk measurement model, which calculat#R ¥ measure our commodity price risk in the ns&nagemel
portfolio. The VaR is based on the variarmmerariance method using historical prices to edemvalatilities and correlatiol
and assumes a 95% confidence level and adagédiolding period. Based on this VaR analysiDatember 31, 2009
near term typical change in commodity prices is exypected to have a material effect on our netnmgocash flows «
financial condition.

The following table shows the end, high, averagelaw market risk as measured by VaR for the yeaded:

VaR Model
December 31, 200! December 31, 200:
(in millions) (in millions)
End High Average Low End High Average Low
$1 $2 $1 $- $- $3 $1 $-

We backtest our VaR results against performance due toahgrice moves. Based on the assumed 95% cowf
interval, the performance due to actual price monvesld be expected to exceed the VaR at least eneey 20 tradin
days. Our backtesting results show that our agtedbrmance exceeded VaR far fewer than once é@tyading days. #
a result, we believe our VaR calculation is consgve.

As our VaR calculation captures recent price mowesalso perform regular stress testing of thefplastto understand o
exposure to extreme price moves. We employ arigal-based method whereby the current portfolio is stub@eto actus
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observed price moves from the last four years @eoto ascertain which historical pric;@f%?éﬁ%%‘gﬂgﬁﬂ fihéo the large
potential MTM loss. We then research the undegypositions, price moves and mafReét &0Ents thaatedethe mo
significant exposure and report the findings toRtek Executive Committee or the CORC as approgriat

Interest Rate Risl

We utilize an Earnings at Risk (EaR) model to measuaterest rate market risk exposure. EaR stedibfi quantifies th
extent to which AER interest expense could vary over the next twelgaths and gives a probabilistic estimate of défife
levels of interest expense. The resulting EaRterpreted as the dollar amount by which actuarést expense for the n
twelve months could exceed expected interest expefith a one-inwenty chance of occurrence. The primary drived
EaR are from the existing floating rate debt (idahg short-term debt) as well as lotegm debt issuances in the next twi
months. As calculated on debt outstanding as akeber 31, 2009 and 2008, the estimated EaR odehirportfolio fo
the following twelve months was $4 million and $8@lion, respectively.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of AozeriElectric Power Company, Inc.:

We have audited the accompanying consolidated balsimeets of American Electric Power Company,dnd. subsidiary
companies (the "Company") as of December 31, 20602808, and the related consolidated statememt€ome, changes
in equity and comprehensive income (loss), andashdlows for each of the three years in the pegioded December 31,
2009. These financial statements are the respbtysdd the Company's management. Our resporigiig to express an
opinion on these financial statements based oaodits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighaf8o(Unitec
States). Those standards require that we planpanidrm the audit to obtain reasonable assuranocetalhether th
financial statements are free of material misstatgm An audit includes examining, on a test basigjence supporting t
amounts and disclosures in the financial statemeAts audit also includes assessing the accoumgmgiples used ar
significant estimates made by management, as wedivaluating the overall financial statement preg@an. We believ
that our audits provide a reasonable basis foopurion.

In our opinion, such consolidated financial statetaepresent fairly, in all material respects, tiaricial position ¢
American Electric Power Company, Inc. and subsyd@mpanies as of December 31, 2009 and 2008, lendesults ¢
their operations and their cash flows for eachhefthree years in the period ended December 3B, 20@onformity wit
accounting principles generally accepted in thedéhStates of America.

As discussed in Note 2 to the consolidated findrst@tements, the accompanying consolidated fihrstatements we
retrospectively adjusted to reflect the adoptionF&SB Statement No. 16 oncontrolling Interests in Consolidat
Financial Statemeni.

We have also audited, in accordance with the stdsdaf the Public Company Accounting Oversight Blo@gnited States
the Company's internal control over financial rejmgr as of December 31, 2009, based on the crigstablished imnternal
Control—Integrated Framewoiiksued by the Committee of Sponsoring Organizatidrise Treadway Commission and
report dated February 26, 2010 expressed an ufigdadipinion on the Company's internal control ofieancial reporting.

/sl Deloitte & Touche LLP

Columbus, Ohio
February 26, 2010
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of AoariElectric Power Company, Inc.:

We have audited the internal control over financegorting of American Electric Power Company, laod subsidial
companies (the "Company") as of December 31, 20@8ed on criteria established limternal Control —Integratec
Framework issued by the Committee of Sponsoring Organizatiohsthe Treadway Commission. The Compe
management is responsible for maintaining effecimternal control over financial reporting and fts assessment of t
effectiveness of internal control over financiaboging, included in the accompanyifmdanagemens Report on Intern;
Control Over Financial Reporting Our responsibility is to express an opinion be Company's internal control o
financial reporting based on our audit.

We conducted our audit in accordance with the statsdof the Public Company Accounting Oversight rdogUnitec
States). Those standards require that we plarparfdrm the audit to obtain reasonable assurancatatbhether effectiv
internal control over financial reporting was mained in all material respects. Our audit includataining a
understanding of internal control over financiaboding, assessing the risk that a material weakm®eassts, testing ai
evaluating the design and operating effectivenéssternal control based on the assessed risk,panfibrming such oth
procedures as we considered necessary in the cdtanoes. We believe that our audit provides aoredde basis for o
opinion.

A company's internal control over financial repogtiis a process designed by, or under the supenvi, the company
principal executive and principal financial offiseror persons performing similar functions, aneéetd by the compan
board of directors, management, and other persdongtovide reasonable assurance regarding thabiigly of financia
reporting and the preparation of financial statetméor external purposes in accordance with gelyeaatcepted accountil
principles. A company's internal control over fiuggl reporting includes those policies and proceslthat (1) pertain to t
maintenance of records that, in reasonable detxlirately and fairly reflect the transactions dispositions of the assets
the company; (2) provide reasonable assurancdrtraactions are recorded as necessary to peremagation of financii
statements in accordance with generally accepteduating principles, and that receipts and expenest of the compal
are being made only in accordance with authorimatiof management and directors of the company; (8ngrovide
reasonable assurance regarding prevention or tirdetgction of unauthorized acquisition, use, ompalsition of thi
company's assets that could have a material effettie financial statements.

Because of the inherent limitations of internal tconover financial reporting, including the posstp of collusion ol
improper management override of controls, mateniastatements due to error or fraud may not begmtexd or detected
a timely basis. Also, projections of any evaluatimf the effectiveness of the internal control ofieancial reporting t
future periods are subject to the risk that thetrod® may become inadequate because of changemditions, or that tr
degree of compliance with the policies or procegunay deteriorate.

In our opinion, the Company maintained, in all mialerespects, effective internal control over fical reporting as «
December 31, 2009, based on the criteria establishimternal Control — Integrated Frameworgsued by the Committ
of Sponsoring Organizations of the Treadway Comimiss

We have also audited, in accordance with the stdsdz the Public Company Accounting Oversight Blo@ynited States
the consolidated financial statements as of andhieryear ended December 31, 2009 of the Compathyanreport date
February 26, 2010 expressed an unqualified opioiorthose financial statements and included an agpday paragrafg
concerning the Company’s adoption of a new accagmironouncement.
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/sl Deloitte & Touche LLP

Columbus, Ohio
February 26, 2010
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MANAGEMENT’'S REPORT ON INTERNAL CONTROL OVER FINANC |IAL REPORTING

The management of American Electric Power Comphrty,and subsidiary companies (AEP) is responddrestablishin
and maintaining adequate internal control overrfaial reporting as such term is defined in Rule-18& (f) and 15dt5(f)
under the Securities Exchange Act of 1934, as aetkndEPS internal control system was designed to provégsonabl
assurance regarding the reliability of financigdading and the preparation of financial statemdotsexternal purposes
accordance with generally accepted accounting iples

Because of its inherent limitations, internal cohtver financial reporting may not prevent or deteisstatements. Als
projections of any evaluation of effectivenessutufe periods are subject to the risk that contnodsy become inadequ.
because of changes in conditions, or that the degfreompliance with the policies or procedures metgriorate.

Management assessed the effectiveness of @&A\lERérnal control over financial reporting as oéd@mber 31, 2009.
making this assessment, management used the argetiforth by the Committee of Sponsoring Orgdiuna of the
Treadway Commission (COSO) in Internal Control te¢mated Framework. Based on management’s assetssiie's
internal control over financial reporting was effee as of December 31, 2009.

AEP’s independent registered public accounting fias issued an attestation report on AHRternal control over financ
reporting. The Report of Independent Registeredi®Alacounting Firm appears on the previous page.
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIAR Y COMPANIES
CONSOLIDATED STATEMENTS OF INCOME
For the Years Ended December 31, 2009, 2008 and Z00
(in millions, except per-share and share amounts)

REVENUES 2009 2008 2007
Utility Operations $ 12,733 3% 13,326 $ 12,101
Other Revenue 756 1,114 1,279
TOTAL REVENUES 13,489 14,440 13,380
EXPENSES

Fuel and Other Consumables Used for Electric Géner 3,478 4,474 3,829
Purchased Electricity for Rese 1,053 1,281 1,138
Other Operatiol 2,620 2,856 2,664
Maintenance 1,205 1,053 1,162
Gain on Settlement of TEM Litigatic - (255; -
Depreciation and Amortizatic 1,597 1,483 1,513
Taxes Other Than Income Ta> 765 761 755
TOTAL EXPENSES 10,718 11,653 11,061
OPERATING INCOME 2,771 2,787 2,319
Other Income (Expense):
Interest and Investment Incor 11 57 51
Carrying Costs Incom 47 83 51
Allowance for Equity Funds Used During Construct 82 45 33
Gain on Disposition of Equity Investmet - - 47
Interest Expens (973 (957 (838
INCOME BEFORE INCOME TAX EXPENSE AND EQUITY

EARNINGS 1,938 2,015 1,663
Income Tax Expens 575 642 516
Equity Earnings of Unconsolidated Subsidia 7 3 6
INCOME BEFORE DISCONTINUED OPERATIONS AND

EXTRAORDINARY LOSS 1,370 1,376 1,153
DISCONTINUED OPERATIONS, NET OF TAX - 12 24
INCOME BEFORE EXTRAORDINARY LOSS 1,370 1,388 1,177
EXTRAORDINARY LOSS, NET OF TAX (5) - (79)
NET INCOME 1,365 1,388 1,098
Less: Net Income Attributable to Noncontrollingdrests 2 2 6
NET INCOME ATTRIBUTABLE TO AEP SHAREHOLDERS 1,360 1,383 1,092
Less: Preferred Stock Dividend Requirements ofs@lidries 3 3 3

EARNINGS ATTRIBUTABLE TO AEP COMMON
SHAREHOLDERS $ 1,357 $ 1,380 $ 1,089

WEIGHTED AVERAGE NUMBER OF BASIC AEP COMMON )
SHARES OUTSTANDING 458,677,53¢  402,083,84. 398,784, 74¢




WPD-6

BASIC EARNINGS (LOSS) PER SHARE ATTRIBUTABLE TO AEP Screening Data Part 1 of 2
COMMON SHAREHOLDERS Page 437 of 95808

Income Before Discontinued Operations and Extraxangi Loss $ 297 % 340% 2.87

Discontinued Operations, Net of T - 0.03 0.06

Income Before Extraordinary Lo 2.97 3.43 2.93

Extraordinary Loss, Net of Te (0.01 - (0.20°

TOTAL BASIC EARNINGS PER SHARE ATTRIBUTABLE TO
AEP COMMON SHAREHOLDERS $ 2.96 $ 343 $ 2.73

WEIGHTED AVERAGE NUMBER OF DILUTED AEP COMMON
SHARES OUTSTANDING 458,982,29:  403,640,70¢ 400,198,79¢

DILUTED EARNINGS (LOSS) PER SHARE ATTRIBUTABLE TO
AEP COMMON SHAREHOLDERS

Income Before Discontinued Operations and Extraxangi Loss $ 297 % 3.39% 2.86
Discontinued Operations, Net of T - 0.03 0.06
Income Before Extraordinary Lo 2.97 3.42 2.92
Extraordinary Loss, Net of Te (0.01 - (0.20°
TOTAL DILUTED EARNINGS PER SHARE ATTRIBUTABLE TO

AEP COMMON SHAREHOLDERS $ 296 % 342% 2.72
CASH DIVIDENDS PAID PER SHARE $ 1.64 $ 1.64 % 1.58

See Notes to Consolidated Financial Statem:
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIAR Y COMPANIES
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY AND CO MPREHENSIVE INCOME (LOSS)
For the Years Ended December 31, 2009, 2008 and Z00

AEP Common Shareholders

Common Stock

Paid-in Retained Comprehensive Noncontrolling

Accumulated
Other

Share: Amount Capital Earnings Income (Loss)  Interests Total
TOTAL EQUITY -DECEMBER 31,2006 418 $ 2,718%$4,221$ 2,696 $ (223 % 18 $ 9,430
Adoption of Guidance for Uncertainty in

Income Taxes, Net of Te a7 a7
Issuance of Common Sto 4 25 119 144
Common Stock Divideno (630; (6) (636,
Preferred Stock Dividend Requirements of
Subsidiaries 3) 3)
Other Changes in Equi 12 12
SUBTOTAL —EQUITY 8,930

COMPREHENSIVE INCOME
Other Comprehensive Income (Loss), Net
Taxes:

Cash Flow Hedges, Net of Tax of $ (20) (20)

Securities Available for Sale, Net of Tax

$1 (2) (2)
Reapplication of Regulated Operatic

Accounting Guidance for Pensions, Ne
Tax of $6 11 11

Pension and OPEB Funded Status, Net (

Tax of $42 79 79
NET INCOME 1,092 6 _ 1,098
TOTAL COMPREHENSIVE INCOME 1,167
TOTAL EQUITY -DECEMBER 31, 2007 422 2,743 4,352 3,138 (154, 18 10,097
Adoption of Guidance for Split-Dollar Life

Insurance Accounting, Net of Tax of (10) (20)
Adoption of Guidance for Fair Valt

Accounting, Net of Tax of $ 1) 1)
Issuance of Common Sto 4 28 131 159
Reissuance of Treasury Sha 40 40
Common Stock Dividend (660 (6) (666
Preferred Stock Dividend Requirements of
Subsidiaries 3) 3)
Other Changes in Equi 4 4
SUBTOTAL —-EQUITY 9,620

COMPREHENSIVE INCOME
Other Comprehensive Income (Loss), Ne
of Taxes:
Cash Flow Hedges, Net of Tax of 4 4
Securities Available for Sale, Net of T
of $9 (16) (16)
Amortization of Pension and OPEB
Deferred Costs, Net of Tax of ¢ 12 12
Pension and OPEB Funded Status, N¢
Tax of $161 (298 (298]
NET INCOME 1,383 5_1,388



TOTAL COMPREHENSIVE INCOME
TOTAL EQUITY -DECEMBER 31, 2008 426

Issuance of Common Sto
Common Stock Dividend

Preferred Stock Dividend Requirements of

Subsidiaries

Purchase of JM(

Other Changes in Equi
SUBTOTAL -EQUITY

COMPREHENSIVE INCOME

WPD-6

Other Comprehensive Income, Net o

Taxes:

Cash Flow Hedges, Net of Tax of
Securities Available for Sale, Net of T

of $6

Reapplication of Regulated Operations
Accounting Guidance for Pensions, N

of Tax of $8

Amortization of Pension and OPEB
Deferred Costs, Net of Tax of $.
Pension and OPEB Funded Status, Ne

Tax of $12
NET INCOME

TOTAL COMPREHENSIVE INCOME

TOTAL EQUITY -DECEMBER 31,2009 _498 $ 3,239$5824% 4451%
See Notes to Consolidated Financial Statem

Screening Data Part 1 of 2 1,090

2,771 4,527 3,847 (4527 T 17 10,710
72 468 1,311 1,779
(753 (5) (758

) (3)

37 (18) 19

(51) 1 __(50

11,697

7 7

11 11

15 15

23 23

22 22

1,360 5 1,365

1,443

(374'$ - $13,140




AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIAR Y COMPANIES
CONSOLIDATED BALANCE SHEETS

ASSETS

December 31, 2009 and 2008

(in millions)

CURRENT ASSETS
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Cash and Cash Equivalel
Other Temporary Investmer
Accounts Receivable
Customers
Accrued Unbilled Revenue
Miscellaneous
Allowance for Uncollectible Accounts
Total Accounts Receivable
Fuel
Materials and Supplie
Risk Management Asse
Accrued Tax Benefit
Regulatory Asset for Und-Recovered Fuel Cos
Margin Deposit:
Prepayments and Other Current As:
TOTAL CURRENT ASSETS

PROPERTY, PLANT AND EQUIPMENT

Electric:
Productior
Transmissior
Distribution
Other Property, Plant and Equipment (including eoading and nuclear fue
Construction Work in Progress
Total Property, Plant and Equipment
Accumulated Depreciation and Amortizati

TOTAL PROPERTY, PLANT AND EQUIPMENT —-NET

OTHER NONCURRENT ASSETS

Regulatory Asset

Securitized Transition Asse

Spent Nuclear Fuel and Decommissioning Tr
Goodwill

Long-term Risk Management Asst

Deferred Charges and Other Noncurrent Assets
TOTAL OTHER NONCURRENT ASSETS

TOTAL ASSETS

See Notes to Consolidated Financial Statem:

2009 2008
$ 49C $ 411
368 327
492 56¢
502 44¢
92 90
(37) (42
1,05( 1,06¢
1,07t 634
58¢€ 53¢
26C 25¢€
547 46
85 284
89 86
211 12¢€
4,75¢ 3,77¢
23,04¢ 21,24
8,31¢ 7,93¢
13,54¢ 12,81¢
3,744 3,741
3,031 3,97:
51,68« 49,71(
17,34( 16,72¢
34,34+ 32,98
4,59¢ 3,78¢%
1,89¢ 2,04(
1,392 1,26(
76 76
345 35¢
94¢ 87¢
9,24¢ 8,39
$ 4834¢ $  45,15¢
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIAR Y COMPANIES
CONSOLIDATED BALANCE SHEETS
LIABILITIES AND EQUITY
December 31, 2009 and 2008

2009 2008
CURRENT LIABILITIES (in millions)
Accounts Payabl $ 1,15¢ $ 1,297
Shor-term Debi 12¢€ 1,97¢
Long-term Debt Due Within One Ye: 1,741 447
Risk Management Liabilitie 12C 134
Customer Deposil 25€ 254
Accrued Taxe: 63z 634
Accrued Interes 287 27C
Regulatory Liability for Ove-Recovered Fuel Cos 76 66
Other Current Liabilitie: 931 1,21¢
TOTAL CURRENT LIABILITIES 5,327 6,297
NONCURRENT LIABILITIES
Long-term Debi 15,755 15,53¢
Long-term Risk Management Liabilitie 12¢ 17C
Deferred Income Taxe 6,42( 5,12¢
Regulatory Liabilities and Deferred Investment Teredits 2,90¢ 2,78¢
Asset Retirement Obligatior 1,25¢ 1,15¢
Employee Benefits and Pension Obligati 2,18¢ 2,18¢
Deferred Credits and Other Noncurrent Liabilit 1,16¢ 1,12¢
TOTAL NONCURRENT LIABILITIES 29,82( 28,08’
TOTAL LIABILITIES 35,14% 34,38¢
Cumulative Preferred Stock Not Subject to Mandaiegemption 61 61
Rate Matters (Note ¢
Commitments and Contingencies (Note
EQUITY
Common Stocl Par Value- $6.50 Per Share
2009 2008

Shares Authorize 600,000,00 600,000,00
Shares Issue 498,333,26  426,321,24
(20,278,858 shares and 20,249,992 shares werenhedhsury at December 31, 2009 and 2

respectively’ 3,23¢ 2,771
Paic-in Capital 5,82¢ 4,527
Retained Earning 4,45] 3,841
Accumulated Other Comprehensive Income (Loss) (374) (452
TOTAL AEP COMMON SHAREHOLDERS ' EQUITY 13,14( 10,69
Noncontrolling Interest - 17
TOTAL EQUITY 13,14( 10,71(
TOTAL LIABILITIES AND EQUITY $ 48,346 $§ 45,15¢

See Notes to Consolidated Financial Statem:
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIAR Y COMPANIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2009, 2008 and Z00

(in millions)
2009 2008 2007
OPERATING ACTIVITIES
Net Income $ 1,368 $ 1,38¢ $ 1,09¢
Less: Discontinued Operations, Net of Tax - (12) (24)
Income Before Discontinued Operation: 1,36¢ 1,37¢ 1,07¢
Adjustments to Reconcile Net Income to Net Cash Ries from Operating
Activities:
Depreciation and Amortizatic 1,597 1,48: 1,51¢
Deferred Income Taxe 1,244 49¢ 76
Provision for SIA Refun - 14¢ -
Extraordinary Loss, Net of Te 5 - 79
Carrying Costs Incom (47) (89) (51)
Allowance for Equity Funds Used During Construct (82) (45) (33)
Mark-to-Market of Risk Management Contra (59) (240 3
Amortization of Nuclear Fue 63 88 65
Pension and Postemployment Bene 83 42 41
Property Taxe 17) (13) (26)
Fuel Over/Unde-Recovery, Ne (4749 (272 (217
Gains on Sales of Assets, | (15) a7) (898)
Change in Noncurrent Liability for NSR Settlem: - - 58
Change in Other Noncurrent Ass (137) (2449) (142)
Change in Other Noncurrent Liabiliti 161 (34) 66
Changes in Certain Components of Working Capital.
Accounts Receivable, N 41 71 (113
Fuel, Materials and Supplit (475) (18%) 16
Margin Deposits (©)) (40) 50
Accounts Payabl 8 (94) (21)
Customer Deposit 2 (48) 49
Accrued Taxes, Ne¢ 470 4 (90)
Accrued Interes 17 30 11
Other Current Asse (70) (29) (12)
Other Current Liabilitie: (262) 82 (15)
Net Cash Flows from Operating Activities 2,47 2,581 2,39¢
INVESTING ACTIVITIES
Construction Expenditure (2,792 (3,800 (3,55¢)
Change in Other Temporary Investments, 16 45 (114
Purchases of Investment Securi (85%) (1,922 (11,08¢)
Sales of Investment Securiti T4¢ 1,917 11,21
Acquisitions of Nuclear Fue (169) (192) (74)
Acquisitions of Asset (1049) (160 (512)
Proceeds from Sales of Ass 27¢ 90 222
Other Investing Activities (40) (5) (14)
Net Cash Flows Used for Investing Activitie: (2,91¢6) (4,027) (3,927)
FINANCING ACTIVITIES
Issuance of Common Stock, M 1,72¢ 15¢ 144
Issuance of Lor-term Debt 2,30¢ 2,77¢ 2,54¢
Borrowings from Revolving Credit Facilitie 127 2,05¢ 85
Change in Shc-term Debt, Ne 11¢ (660) 65¢
Retirement of Lon-term Debi (81€) (1,829 (1,28¢)
Repayments to Revolving Credit Facilit (2,09¢) (79) (102)
Proceeds from Nuclear Fuel Sale/Leasel - - 85
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Principal Payments for Capital Lease Obligati (82yreening Data Pgrpy of 2 (67)
Dividends Paid on Common Sto (756598 444 T 9086¢) (63€)
Dividends Paid on Cumulative Preferred St (©)) (©)) 3
Other Financing Activitie: (5) 20 (21)
Net Cash Flows from Financing Activities 52( 1,67¢ 1,40¢
Net Increase (Decrease) in Cash and Cash Equivalst 79 238 (123
Cash and Cash Equivalents at Beginning of Perio 411 17€ 301
Cash and Cash Equivalents at End of Perio $ 49C $ 411 $ 17¢

See Notes to Consolidated Financial Statem:
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIAR YaeaMPANPES
INDEX TO NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIAR Y COMPANIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

ORGANIZATION

The principal business conducted by seven of oectet utility operating companies is the genergtibansmission ar
distribution of electric power. TCC exited the geation business and along with KGPCo and WPCoyigeoonly
transmission and distribution services. TNC engagethe transmission and distribution of elecppmwver and is a pe
owner in the Oklaunion Plant operated by PSO. Té&Ses their entire portion of the output of thenpthrough 2027 to
nonutility affiliate. AEGCo is a regulated electty generation business whose function is to mteypower to our regulat
electric utility operating companies. These congamre subject to regulation by the FERC underFideral Power A
and the Energy Policy Act of 2005. These compamiasitain accounts in accordance with the FERCathdr regulator
guidelines. These companies are subject to funtbgulation with regard to rates and other mattgrsstate regulato
commissions.

We also engage in wholesale electricity, natural gad other commodity marketing and risk manageraetitities in th
United States. In addition, our operations inclnd@regulated wind farms and barging operationsva@grovide variol
energy-related services.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Rates and Service Regulatic

Our public utility subsidiaries'ates are regulated by the FERC and state reguledonmissions in our eleven state oper:
territories. The FERC also regulates our affiliateansactions, including AEPSC intercompany senldtlings which ar
generally at cost, under the 2005 Public UtilityltHiog Company Act and the Federal Power Act. TIRE also he
jurisdiction over the issuances and acquisitionseaiurities of our public utility subsidiaries, thequisition or sale of cert:
utility assets and mergers with another electrilityior holding company. For nopewer goods and services, the FE
requires that a nonregulated affiliate can billadfiliated public utility company no more than matkvhile a public utilit
must bill the higher of cost or market to a nontatgd affiliate. The state regulatory commissiand/irginia and Wes
Virginia also regulate certain intercompany tratisas under their affiliate statutes.

The FERC regulates wholesale power markets andesal® power transactions. Our wholesale powesacions at
generally market-based. They are cost-based regulehen we negotiate and file a cbased contract with the FERC
the FERC determines that we have “market powerthe region where the transaction occurs. Weehantered int
wholesale power supply contracts with various mipaitties and cooperatives that are FERC-regulawastbase:
contracts. These contracts are generally formata mechanisms, which are trued up to actual castsially. Ou
wholesale power transactions in the SPP regiorc@sebased due to PSO and SWEPCo having market poweei®PI
region.

The state regulatory commissions regulate all efdfstribution operations and rates of our retablj utilities on a co:
basis. They also regulate the retail generatiomgpcsupply operations and rates except in OhiotaeadERCOT region «
Texas. The ESP rates in Ohio continue the pramieisEreasing generation/power supply rates ovee tio approach mark
rates. In the ERCOT region of Texas, the generéipply business is under customer choice and ehankcing and i
conducted by REPs. Through its nonregulated sigved, AEP enters into short and lotegm wholesale transactions
buy or sell capacity, energy and ancillary servicethe ERCOT market. In addition, these nonretgalaubsidiaries conti
certain wind and codired generation assets, the power from which isketad and sold in ERCOT. Effective Noven
2009, AEP had no active REPs in ERCOT. SWEPCoabeglin the SPP area which includes a portion ga3.eln 200¢
the Texas legislature amended its restructuringliEgpn for the generation portion of SWEPEd'exas retail jurisdiction
delay indefinitely restructuring requirements. As result, SWEPCo reapplied accounting guidance “Regulate
Operations” to its Texas generation operations20Q7, Virginia legislation ended a transition tarketbased rates a
returned APCo'’s retail generation/supply businessost-based regulation.

The FERC also regulates our wholesale transmisejerations and rates. The FERC claims jurisdictimer retai
transmission rates when retail rates are unbundlednnection with restructuring. CSPCo’s and ORQGetail transmissic
rates in Ohio, APCo’s retail transmission ratesVirginia, 1&M’s retail transmission rates in Michag and TCGS anc
TNC'’s retail transmission rates in Texas are unlethdCSPCo’s and OPCo’s retail transmission reté€3hio and APC&
retail transmission rates in Virginia are basedlfmFERCs Open Access Transmission Tariff (OATT) rates Hrat cos-
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based. Although I&M’s retail transmission ratesMichigan and TCC's and TN@’retaiISff%j%P(ﬁé@iBW t#fés in Texas
unbundled, retail transmission rates are regulaveda cost basis, by the state reguidtéry’ omnmissiBundled rete

transmission rates are regulated, on a cost bigsthe state commissions.

In addition, the FERC regulates the SIA, the Indaerection Agreement, the CSW Operating Agreemdrd, Syster
Transmission Integration Agreement, the Transmisgigreement, the Transmission Coordination Agredraed the AE
System Interim Allowance Agreement, all of whickoaate shared system costs and revenues to tlitg stibsidiaries thi
are parties to each agreement.

Both the FERC and state regulatory commissiongarmitted to review and audit the books and recofdsny compan
within a public utility holding company system.

Principles of Consolidatior

Our consolidated financial statements include otmoly-owned and majoritypwned subsidiaries and variable inte
entities (VIES) of which we are the primary beniglig. Intercompany items are eliminated in cordation. We use tl
equity method of accounting for equity investmentsere we exercise significant influence but do Imold a controlling
financial interest. Such investments are recoraedeferred Charges and Other Noncurrent AssetsuorConsolidate
Balance Sheets; equity earnings are included initfdtarnings of Unconsolidated Subsidiaries on @amnsolidate
Statements of Income. For years, we have had ®hiperinterests in generating units that are johotlyned witt
nonaffiliated companies. Our proportionate sheréhe operating costs associated with such faedliis included on o
Consolidated Statements of Income and our prop@teshare of the assets and liabilities are rteflean our Consolidat
Balance Sheets.

Variable Interest Entities

The accounting guidance for “Variable Interest &gl is a consolidation model that considers risk akismmpof a variabl
interest entity (VIE), also referred to as varidpil Entities are required to consolidate a VIEenht is determined that th
are the primary beneficiary of that VIE, as defineg the accounting guidance for “Variable Inter&sitities.” In
determining whether we are the primary beneficana VIE, we consider factors such as equity &, ke amount of tt
VIE’s variability we absorb, guarantees of indelotess, voting rights including kiosut rights, power to direct the VIE &
other factors. We believe that significant assuomgt and judgments were applied consistently. Alsee SFAS 16
‘Amendments to FASB Interpretation No. 46(R)5éction of Note 2 for discussion of impact of nexe@unting guidanc
effective January 1, 2010.

We are currently the primary beneficiary of Sabibé]LC, DCC Fuel LLC (DCC Fuel) and a protected a#llEIS. Wk
were the primary beneficiary of IMG through Decenide 2009 when the lease was cancelled and atsaasd liabilitie
of JMG were transferred to OPCo. We hold a sigaiit variable interest in Potomappalachian Transmission Highlit
LLC West Virginia Series (West Virginia Seriesh addition, we have not provided material financelother support
Sabine, DHLC, DCC Fuel or our protected cell of Ei&t was not previously contractually requirecefdr to the discussi
of IMG below for details regarding payments thaten@ot contractually required and for the subsetjtransfer of IMG8
assets and liabilities to OPCo.

Sabine is a mining operator providing mining seesidco SWEPCo. SWEPCo has no equity investmenaiing but i
Sabines only customer. SWEPCo guarantees the debt tibigaand lease obligations of Sabine. Under ¢nmg of th
note agreements, substantially all assets are @iedmd all rights under the lignite mining agreemare assigned
SWEPCo. The creditors of Sabine have no recoarssy AEP entity other than SWEPCo. Under the igfons of thi
mining agreement, SWEPCo is required to pay, awtaogp the cost of lignite delivered, an amountada mining costs plt
a management fee. Based on these facts, managkaseodncluded that SWEPCo is the primary beneji@ad is require
to consolidate Sabine. SWEPGdDbtal billings from Sabine for the years endeddéber 31, 2009 and 2008 were
million and $110 million, respectively. See thélés below for the classification of Sabisedssets and liabilities on «
Consolidated Balance Sheets.

DHLC is a whollyewned subsidiary of SWEPCo. DHLC is a mining opmrdhat sells 50% of the lignite producec
SWEPCo and 50% to Cleco Corporation, a nonafftiatempany. SWEPCo and Cleco Corporation share dfathe
executive board seats, with equal voting rights @ach entity guarantees a 50% share of DidLd&bt. SWEPCo and Cle
Corporation equally approve DHLEannual budget. The creditors of DHLC have nouese to any AEP entity other tt
SWEPCo. As SWEPCo is the sole equity owner of DHiLi@ceives 100% of the management fee. Basdti@structur
and equity ownership, management has concludedSW4PCo is the primary beneficiary and is curremédguired ti
consolidate DHLC. In December 2009, SWEPCo praVvidelditional capital to DHLC in the amount of $5Ilion.
SWEPC:'s total billings from DHLC for the years ended Dater 31, 2009 and 2008 were $43 million and $44ioni
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respectively. See the tables below for the clesdibn of DHLC assets and IiabiIit@S‘eei‘?‘Jf\éCJ @ﬂg{;@ﬁ"rﬁed Balanc
Sheets. Also, see “SFAS 167 ‘Amendments to FASBrpmetation No. 46(R)’ 'section of 198te°S' 61 discussion of img

of new accounting guidance effective January 10201

OPCo had a lease agreement with JMG to finance GPBBD system installed on OPGoGavin Plant. The PUC
approved the original lease agreement between C#@oJMG. JMG owned and leased the FGD to OPCds J«
considered a single-lessee leasing arrangemenowiyhone asset. OPQolease payments were the only form of repay
associated with JIMG’s debt obligations even tho@@Co did not guarantee JM$debt. The creditors of IMG had
recourse to any AEP entity other than OPCo forl¢lase payment. Based on the structure of theyentidinagement h.
concluded OPCo was the primary beneficiary and regsired to consolidate JMG. In April 2009, OPGIdpJMG $5:i
million which was used to retire certain loteym debt of IMG. While this payment was not cactmally required, OP(
made this payment in anticipation of purchasingdhb&standing equity of JMG. In July 2009, OPCocpased all of tr
outstanding equity ownership of IMG for $28 milli@sulting in an elimination of OPCoONoncontrolling Interest related
JMG and an increase in equity of $37 million. lagist and September 2009, JMG reacquired $218midlf auction rat
debt, funded by OPCo capital contributions to JMKbese reacquisitions were not contractually reglirin Decemb
2009, the lease was cancelled and all the assetisadilities of IMG were transferred to OPCo. @Pstotal billings unde
the lease term from JMG for the years ended Decern3fie 2009 and 2008 were $66 million and $57 mmil,
respectively. See the tables below for the clasdibn of IMG's assets and liabilities on our Guitated Balance Sheets.

EIS has multiple protected cells in which our sdizsies participate in one protected cell for apprately ten lines ¢
insurance. Neither AEP nor its subsidiaries haveguity investment of EIS. The AEP system is misaky this EIS cells
only participant, but allows certain third partescess to this insurance. Our subsidiaries andhowed third parties she
in the insurance coverage, premiums and risk of fosm claims. Based on the structure of the ptetk cell and EI¢
management has concluded that we are the primasfibmry of the protected cell and are requireddaosolidate its asst
and liabilities. Our insurance premium paymentthtprotected cell for the years ended Decembe2@19 and 2008 we
$30 million and $28 million, respectively. See ttables below for the classification of the progectell's assets al
liabilities on our Consolidated Balance SheetsteNbe amount reported as equity is the protecédts golicy holders’
surplus.

In September 2009, 1&M entered into a nuclear Baé and leaseback transaction with DCC Fuel. Q€ was forme
for the purpose of acquiring, owning and leasinglear fuel to I&M. DCC Fuel purchased the nuclessl from 1&M with
funds received from the issuance of notes to firumastitutions. DCC Fuel is a singlessee leasing arrangement with «
one asset and is capitalized with all debt. Paysnen the lease will be made seamnually on April 1 and October
beginning in April 2010. As of December 31, 2008, payments have been made by 1&M to DCC Fuel. [Ehse we
recorded as a capital lease on I&Walance sheet as title to the nuclear fuel temasb I&M at the end of the 48 mol
lease term. Based on the structure, managementdraduded that I&M is the primary beneficiary arsdrequired t
consolidate DCC Fuel. The capital lease is eliteidaipon consolidation. See the tables belowherctassification of DC
Fuel’s assets and liabilities on our ConsolidatethBce Sheets.

The balances below represent the assets and tlebilof the VIEs that are consolidated. These ruas includ
intercompany transactions that are eliminated wqaorsolidation.

AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIAR Y COMPANIES
VARIABLE INTEREST ENTITIES
December 31, 2009

(in millions)
Protected
SWEPCo SWEPCo OPCo &M Cell
Sabine DHLC JMG DCC Fuel of EIS
ASSETS
Current Asset $ 51 $ 8 $ - 9 47 $ 13C
Net Property, Plant and Equipme 14¢ 44 - 89 -
Other Noncurrent Assets 35 11 - 57 2
Total Assets $ 23t % 63 $ - % 19 $ 132
LIABILITIES AND EQUITY

Current Liabilities $ 36 $ 17 $ - $ 39 % 36
Noncurrent Liabilities 19¢ 38 - 154 74

Equity - 8 - - 22
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Total Liabilities and Equity $ 23t $ 63 $ - gofee”‘r‘gfg‘f?opﬁ1 of2137

AMERICAN ELECTRIC POWER COMPANY, INC. AND SUBSIDIAR Y COMPANIES
VARIABLE INTEREST ENTITIES
December 31, 2008

(in millions)

Protected

SWEPCo SWEPCo OPCo &M Cell

Sabine DHLC JMG DCC Fuel of EIS

ASSETS
Current Asset $ 33 % 22 $ 11 $ - % 107
Net Property, Plant and Equipme 117 33 42¢ - -
Other Noncurrent Assets 24 11 1 - 2
Total Assets $ 174 $ 66 $ 43t $ - % 10¢
LIABILITIES AND EQUITY

Current Liabilities $ 32 $ 18 $ 161 $ - $ 30
Noncurrent Liabilities 14z 44 257 - 60
Equity - 4 17 - 19
Total Liabilities and Equity $ 174 $ 66 $ 43t $ - 9 10¢

In September 2007, we and Allegheny Energy Inc. EAYormed a joint venture by creating Potonfgapalachial
Transmission Highline, LLC (PATH). PATH is a seri@émited liability company and was created to ¢douns a highvoltage
transmission line project in the PJM region. PAd®hsists of the “Ohio Series,” the “West Virginiaries (PATH-WV),”
both owned equally by AYE and AEP and the “Alleghe3eries”which is 100% owned by AYE. Provisions exist wi
the PATH-WV agreement that make it a VIE. The “@Bieries” does not include the same provisionsrtize PATHWYV
a VIE. Neither the “Ohio Series” or “Allegheny 8=" are considered VIEs. We are not requiredotosolidate PATHAV
as we are not the primary beneficiary, althoughhalel a significant variable interest in PATWMY. Our equity investme
in PATH-WYV is included in Deferred Charges and Other NorenirAssets on our Consolidated Balance Sheetsant
AYE share the returns and losses equally in PATH:V@Wr subsidiaries and AYE’subsidiaries provide services to
PATH companies through service agreements. Atdneiot time, PATHWYV has no debt outstanding. However, when
is issued, the debt to equity ratio in each sesierild be consistent with other regulated utiliti@ke entities recover co
through regulated rates.

Given the structure of the entity, we may be resiio provide future financial support to PAWY in the form of a capiti
call. This would be considered an increase toiregstment in the entity. Our maximum exposuriss is to the extent
our investment. The likelihood of such a loss emote since the FERC approved PATH-W\Wequest for regulatc
recovery of cost and a return on the equity investe

Our investment in PATH-WV was:

December 31

2009 2008
As Reported on As Reported on
the Consolidatec ~ Maximum the Consolidatec  Maximum
Balance Shee Exposure Balance Shee Exposure
(in millions)
Capital Contribution from Pare  $ 13 $ 13  $ 4 $ 4
Retained Earning 3 3 2 2
Total Investment in PATH-wWv ~ $ 16 $ 16 $ 6% 6

Accounting for the Effects of Cost-Based Regulation

As the owner of rateegulated electric public utility companies, ounsolidated financial statements reflect the actiof
regulators that result in the recognition of certavenues and expenses in different time perioals énterprises that are
rate-regulated. In accordance with accounting guiddoce‘Regulated Operatior” we record regulatory assets (defe
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expenses) and regulatory liabilities (future revemeductions or refunds) to reflect the>&e3ineRTeGEE be' fegulation
matching expenses with their recovery through ragdl revenues and income with it J9as2a5e° 10 cessothrough tr
reduction of regulated revenues. Due to the passatggislation requiring restructuring and a sition to customer choi
and market-based rates, we discontinued the apiplcaf “Regulated Operationsiccounting treatment for the genera
portion of our business in Ohio for CSPCo and OR@d in Texas for TNC. In 2009, the Texas legisatamended i
restructuring legislation for the generation partaf SWEPCoS Texas retail jurisdiction to delay indefinitekgstructurin
requirements. As a result, SWEPCo reapplied adowyrguidance for “Regulated Operations its Texas generati
operations. In 2007, the Virginia legislature atoended its restructuring legislation to provide the reregulation o
generation and supply business and rates on abess&, which resulted in the application of accounting guidance
“Regulated Operations” for APCo’s Virginia geneoatioperations.

Accounting guidance for “Discontinuation of RategREated Operationstequires the recognition of an impairmen
stranded net regulatory assets and stranded plat# if they are not recoverable in regulated ratlesddition, an enterpri
is required to eliminate from its balance sheetdtfiects of any actions of regulators that had breengnized as regulatc
assets and regulatory liabilities. Such impairmentd adjustments are classified as an extraoyditean. Consistent wi
accounting guidance for “Discontinuation of RategRated Operations,APCo and SWEPCo recorded extraordil
reductions in earnings and shareholder’'s equitynfthe reapplication of “Regulated Operatior&tounting guidance
2007 and 2009, respectively.

Use of Estimates

The preparation of these financial statements infarmity with GAAP requires management to make neates an
assumptions that affect the amounts reported irfitla@cial statements and accompanying notes. eressmates incluc
but are not limited to, inventory valuation, allawea for doubtful accounts, goodwill, intangible almhglived asse
impairment, unbilled electricity revenue, valuatiohlong-term energy contracts, the effects of tatjon, longlived asse
recovery, the effects of contingencies and ceri@ssumptions made in accounting for pension andrgimsinen
benefits. The estimates and assumptions used asedbupon managementevaluation of the relevant facts
circumstances as of the date of the financial statgs. Actual results could ultimately differ frahose estimates.

Cash and Cash Equivalents
Cash and Cash Equivalents include temporary cagsiments with original maturities of three mornthsess.
Other Temporary Investments

Other Temporary Investments include marketablergeesithat we intend to hold for less than oneryeaestments by o
protected cell of EIS and funds held by truste@sanily for the payment of debt.

We classify our investments in marketable securites available-for-sale or held+#teaturity in accordance with t
provisions of “Investments — Debt and Equity Seiesf accounting guidance. We do not have any invessndassified ¢
trading.

Available-forsale securities reflected in Other Temporary Inwesits are carried at fair value with the unrealigath o
loss, net of tax, reported in AOCI. Held4tmaturity securities reflected in Other Temporaryestments are carried
amortized cost. The cost of securities sold isbtam the specific identification or weighted agera&ost method. The f
value of most investment securities is determingdurrently available market prices. Where quateatket prices are n
available, we use the market price of similar typesecurities that are traded in the market torede fair value.

In evaluating potential impairment of securitiegshminrealized losses, we considered, among otliteriar the current fa
value compared to cost, the length of time the gt fair value has been below cost, our intemd ability to retain th
investment for a period of time sufficient to allé@r any anticipated recovery in value and curednomic conditions. S
“Fair Value Measurements of Other Temporary Investts’ in Note 11.

Inventory
Fossil fuel inventories are generally carried arage cost. Materials and supplies inventoriesaneed at average cost.
Accounts Receivabl

Customer accounts receivable primarily include inatd#es from wholesale and retail energy customeseivables froi
energy contract counterparties related to our mskhagement activities and customer receivablesapifinrelated to othe
revenu-generating activities



WPD-6
Screening Data Part 1 of 2

We recognize revenue from electric power sales whenleliver power to our customers.?®¢%he ¥fieat deliveries hay

occurred but a bill has not been issued, we acnderecognize, as Accrued Unbilled Revenues orCouasolidated Balan

Sheets, an estimate of the revenues for energyededtl since the last billing.

AEP Credit factors accounts receivable, excludexeivables from risk management activities, fotaersubsidiaries. TI
subsidiaries include CSPCo, I1&M, KGPCo, KPCo, OPE80, SWEPCo and a portion of APCo. Since APCc ahmx
have regulatory authority to sell accounts recdevai its West Virginia regulatory jurisdiction, lgna portion of APCc8
accounts receivable are sold to AEP Credit. AE&dfhas a sale of receivables agreement with bankuits. Under tt
sale of receivables agreement, AEP Credit sell;t@nest in the receivables it acquires to the bemkduits and receiv
cash. This transaction constitutes a sale of vab&s in accordance with the accounting guidaffeete/e during 2009 fc
“Transfers and Servicing,” allowing the receivables be removed from the company’s balance sheeat (Sale o
Receivables — AEP Credit” section of Note 14). dAlsee “SFAS 166 ‘Accounting for Transfers of Ficiah Assets’”
section of Note 2 for discussion of impact of naeaunting guidance effective January 1, 2010.

Emission Allowance:

We record emission allowances at cost, includirgahnual SQ and NO, emission allowance entitlements received ¢

cost from the Federal EPA. We follow the inventonpdel for these allowances. We record allowaregsected to
consumed within one year in Materials and Sup@ies allowances with expected consumption beyondyeaein Deferre
Charges and Other Noncurrent Assets on our CordetidBalance Sheets. We record the consumptiaficefances in tr
production of energy in Fuel and Other Consumablkesd for Electric Generation on our Consolidateate®hents of Incon
at an average cost. We record allowances helsipieculation in Prepayments and Other Current Assetsir Consolidate
Balance Sheets. We report the purchases and glald®wances in the Operating Activities sectidntloe Statements
Cash Flows. We record the net margin on salesnigston allowances in Utility Operations Revenueooin Consolidate
Statements of Income because of its integral natutiee production process of energy and our rexemtimization strateg
for our utility operations. The net margin on satef emission allowances affects the determinatibmleferred fuel ¢
deferred emission allowance costs and the amadizaf regulatory assets for certain jurisdictions.

Property, Plant and Equipment and Equity Investmei

Electric utility property, plant and equipment astated at original purchase cost. Property, plamt aquipment ¢
nonregulated operations and equity investmentsu@ec in Deferred Charges and Other Noncurrent t&ssee stated at f:
value at acquisition (or as adjusted for any applie impairments) plus the original cost of propextquired or construct
since the acquisition, less disposals. Additiongjor replacements and betterments are added fgaheaccounts. For t
Utility Operations segment, normal and routine regtients from the plant accounts, net of salvage, cdvarged 1
accumulated depreciation for both cost-based negatated and most nonregulated operations undegithup composi
method of depreciation. The group composite metifadepreciation assumes that on average, assqioremts are retirt
at the end of their useful lives and thus theradsgain or loss. The equipment in each primargtete plant account
identified as a separate group. Under the groupposite method of depreciation, continuous intenbuitine replacemer
of items such as boiler tubes, pumps, motors, regult in the original cost, less salvage, beingrgld to accumulat
depreciation. For the nonregulated generationtgsaeagain or loss would be recorded if the retertris not considered
interim routine replacement. The depreciationgdkat are established for the generating plakes itsto account the ps:
history of interim capital replacements and the am®f salvage received. These rates and theecklates are subject
periodic review. Gains and losses are recordedafor retirements in the AEP River Operations andhegaion an
Marketing segments. Removal costs are chargeegtdatory liabilities for cost-based rategulated operations and char
to expense for nonregulated operations. The aufstabor, materials and overhead incurred to opeeatd maintain o
plants are included in operating expenses.

Long-ived assets are required to be tested for impaitmen it is determined that the carrying valuehaf assets may
longer be recoverable or when the assets meeteidefdr sale criteria under the accounting guidafoce’Impairment o
Disposal of Long-Lived Assets.Equity investments are required to be tested fqrainment when it is determined th
may be an other than temporary loss in value.

The fair value of an asset or investment is thewarhat which that asset or investment could be bbagsold in a curre
transaction between willing parties, as opposedlftarced or liquidation sale. Quoted market priceactive markets are t
best evidence of fair value and are used as this fmsthe measurement, if available. In the absenf quoted prices f
identical or similar assets or investments in &ctaarkets, fair value is estimated using variousrimal and extern
valuation methods including cash flow analysis apgraisals.

Allowance for Funds Used During Construction (AFUD)Gnd Interest Capitalizatior
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AFUDC represents the estimated cost of borrowedeapity funds used to finance conS§éioH BiBjes is capitalize
and recovered through depreciation over the semifieeof regulated electric utility plant. For nagulated operatior
including generating assets in Ohio and Texasrastdas capitalized during construction in accomawith the accountir
guidance for “Capitalization of Interest.”

Valuation of Nonderivative Financial Instruments

The book values of Cash and Cash Equivalents, AtedReceivable, Shoterm Debt and Accounts Payable approxir
fair value because of the short-term maturity @sthinstruments. The book value of the Aped 1983 spent nuclear fu
disposal liability approximates the best estimdtisdfair value.

Fair Value Measurements of Assets and Liabilities

The accounting guidance for “Fair Value Measuremantd Disclosuresistablishes a fair value hierarchy that prioritie
inputs used to measure fair value. The hierardehgsgthe highest priority to unadjusted quotedgwim active markets f
identical assets or liabilities (Level 1 measuretheand the lowest priority to unobservable inputsevel :
measurement). Where observable inputs are avaifabkubstantially the full term of the assetiability, the instrument
categorized in Level 2. When quoted market praresnot available, pricing may be completed usimgmarable securitie
dealer values, operating data and general marketitoans to determine fair value. Valuation modetfgize various input
that include quoted prices for similar assets abilities in active markets, quoted prices for iigal or similar assets
liabilities in inactive markets, market corrobot@puts (i.e. inputs derived principally from, correlated to, observal
market data) and other observable inputs for teetas liability.

For our commercial activities, exchange tradedwvadities, namely futures contracts, are generaliy ialued based ¢
unadjusted quoted prices in active markets ancclassified as Level 1. Level 2 inputs primarilynstst of OTC broke
guotes in moderately active or less active markaetsyell as exchange traded contracts where tBaresufficient marke
liquidity to warrant inclusion in Level 1. We viriour price curves using these broker quotes daskify these fair valu
within Level 2 when substantially all of the famlue can be corroborated. We typically obtain mplgtbroker quotes, whic
are nonbinding in nature, but are based on recent tragdise marketplace. When multiple broker quoteso@tained, w
average the quoted bid and ask prices. In cecteinmstances, we may discard a broker quotdsfatclear outlier. We u
a historical correlation analysis between the brakgsoted location and the illiquid locations andh& points are high
correlated we include these locations within Le¥els well. Certain OTC and bilaterally executedvagive instruments a
executed in less active markets with a lower abditg of pricing information. Longdated and illiquid complex
structured transactions and FTRs can introduced¢iee for internally developed modeling inputs baggon extrapolatior
and assumptions of observable market data to dstifa@r value. When such inputs have a significampact on th
measurement of fair value, the instrument is categd as Level 3.

We utilize our trustee’ external pricing service in our estimate of thie Yalue of the underlying investments held in
benefit plan and nuclear trusts. Our investmemtagars review and validate the prices utilizedHwy ttustee to determi
fair value. We perform our own valuation testimgverify the fair values of the securities. Weeaige audit reports of o
trustees operating controls and valuation processes. tiustee uses multiple pricing vendors for the aséeid in th
plans. Equities are classified as Level 1 holdifighey are actively traded on exchanges. Fixembime securities do r
trade on an exchange and do not have an offictairay price. Pricing vendors calculate bond vadumat using financi:
models and matrices. Fixed income securities\gredlly classified as Level 2 holdings becauserthaluation inputs ai
based on observable market data. Observable ingatsfor valuing fixed income securities are bematk yields, reporte
trades, broker/dealer quotes, issuer spreads,siteat markets, benchmark securities, bids, offeeference data, a
economic events. Other securities with madislived valuation inputs that are observable ase alassified as Level
investments. Investments with unobservable valnathputs are classified as Level 3 investmentsndfit plan asse
included in Level 3 are real estate and privatategovestments that are valued using methods regujudgment includin
appraisals.

Deferred Fuel Cost:

The cost of fuel and related emission allowancesemission control chemicals/consumables is chatgdtuel and Oth
Consumables Used for Electric Generation expensmnlie fuel is burned or the allowance or consuenabutilized. Th
cost of fuel also includes the cost of nuclear fugined which is computed primarily on the unitgpabduction method.

regulated jurisdictions with an active FAC, fuelst@verrecoveries (the excess of fuel revenues billedusiamers ove
applicable fuel costs incurred) are generally defitras current regulatory liabilities and undeceveries (the excess
applicable fuel costs incurred over fuel revenudged to customers) are generally deferred as oarmegulator
assets. These deferrals are amortized when redumde/hen billed to customers in later months with state regulato
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commissions’ review and approval. The amount obegr-recovery or undeecovery canSaigtitsePaffBetd ¢'By actions o
L , ) o o agedRs o0

state regulatory commissions. On a routine baseée regulatory commissions review and/or audrt fael procuremel

policies and practices, the fuel cost calculatiand FAC deferrals. When a fuel cost disallowaneeoimes probable, \

adjust our FAC deferrals and record provisionsefstimated refunds to recognize these probable m#so Fuel cost over-

recovery and under-recovery balances are class#sdoncurrent when there is a phasglan or the FAC has be

suspended.

Changes in fuel costs, including purchased powétentucky for KPCo, in Indiana (beginning in Jul9@) and Michiga
for I&M, in Texas, Louisiana and Arkansas for SWER©@ Oklahoma for PSO and in Virginia and Westg¥iia (prior tc
2009) for APCo are reflected in rates in a timelgmmer through the FAC. Beginning in 2009, changefuel costs
including purchased power in Ohio for CSPCo and @BAd in West Virginia for APCo are reflected itesathrough FA!
phase-in plans. All of the profits from dfftstem sales are shared with customers througkAl@ in West Virginia fo
APCo. A portion of profits from offystem sales are shared with customers throughARkeand other rate mechanism:
Oklahoma for PSO, Texas, Louisiana and ArkansasSWEPCo, Kentucky for KPCo, Virginia (beginning $eptembe
2007) for APCo and in Indiana (beginning in JulypZPand some areas of Michigan for I&M. Where BA€C or offsysten
sales sharing mechanism is capped, frozen orematent (prior to July 2007 for 1&M in Indiana,ipr to 2009 for CSPC
and OPCo in Ohio and currently in Texas for AEPrgpdPartners, Inc.), changes in fuel costs or slgaof off-system sal¢
impacted earnings.

Revenue Recognitio
Regulatory Accountin

Our consolidated financial statements reflect tbgoas of regulators that can result in the rectigmiof revenues ai
expenses in different time periods than enterpribas are not rateegulated. Regulatory assets (deferred expensel
regulatory liabilities (deferred revenue reductiansefunds) are recorded to reflect the econorfiects of regulation in tf
same accounting period by matching expenses watin tbcovery through regulated revenues and by mragancome witl
its passage to customers in cost-based regulates ra

When regulatory assets are probable of recovelqutir regulated rates, we record them as assetsoansolidate
Balance Sheets. We test for probability of recp\areach balance sheet date or whenever new everits. Examples
new events include the issuance of a regulatorynuiesion order or passage of new legislation. iidetermined th
recovery of a regulatory asset is no longer prahabé write off that regulatory asset as a chaggenat income.

Traditional Electricity Supply and Delivery Actings

Revenues are recognized from retail and wholedalerieity sales and electricity transmission anstribution deliver
services. We recognize the revenues on our Calagetl Statements of Income upon delivery of thegn® the custom
and include unbilled as well as billed amounts.atcordance with the applicable state commissigulatory treatmer
PSO and SWEPCo do not record the fuel portion bflied revenue.

Most of the power produced at the generation plahtse AEP East companies is sold to PJM, the Rp&rating in the ec
service territory. We purchase power from PIMuppdy our customers. Generally, these power sahekspurchases ¢
reported on a net basis as revenues on our CoatadiGtatements of Income. However, in 2009, tivere times when v
were a purchaser of power from PJM to serve ridad. These purchases were recorded gross asaBattEklectricity fc
Resale on our Consolidated Statements of Incomber@RTOs in which we operate do not function ia #ame manner
PJM. They function as balancing organizationsrasichs exchanges.

Physical energy purchases, including those from ®Ti@at are identified as ndrading, but excluding PJM purcha
described in the preceding paragraph, are accousiedn a gross basis in Purchased Electricity Rasale on ol
Consolidated Statements of Income.

In general, we record expenses when purchasedieigcis received and when expenses are incursth, the exception «
certain power purchase contracts that are deremiwnd accounted for using MTM accounting whereggion/supply rate
are not cost-based regulated. In jurisdictionsreitbe generation/supply business is subject to-lzased regulation, t
unrealized MTM amounts are deferred as regulatssgis (for losses) and regulatory liabilities ams).

For power purchased under derivative contractumwest zone where we are short capacity, we ddifemrealized gair
and losses as regulatory liabilities for net gainsegulatory assets for net losses that resut freeasuring these contract
fair value during the period before settlementthd contract results in the physical delivery ofver from a RTO or ar
other counterparty, we reverse the previously @®runrealized gains and losses from MTM valuatiang record tr
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settled amounts gross as Purchased ElectricitiRésale. If the contract does not result%eéﬂwyﬁéﬁ\?éﬁﬂ,% reverse tl
. . . . Pﬁ_cf 65 of 9808
previously recorded unrealized gains and losses fI'M valuations and record the settféd”amount®egenues on o

Consolidated Statements of Income on a net basgsNste 10).
Energy Marketing and Risk Management Activi

We engage in wholesale electricity, natural gasy emd emission allowances marketing and risk mamagt activitie
focused on wholesale markets where we own assdtadacent markets. Our activities include thecpase and sale
energy under forward contracts at fixed and vaeighices and the buying and selling of financiargy contracts, whic
include exchange traded futures and options, akasebver-thezounter options and swaps. We engage in certangy
marketing and risk management transactions with R TO

We recognize revenues and expenses from wholesalieeting and risk management transactions thanaralerivative
upon delivery of the commodity. We use MTM accaumtfor wholesale marketing and riskanagement transactions |
are derivatives unless the derivative is designated qualifying cash flow hedge relationship on@mal purchase
sale. We include the unrealized and realized ganuslosses on wholesale marketing and risk managetransactions tr
are accounted for using MTM in Revenues on our Glicested Statements of Income on a net basisurladictions subje:
to costbased regulation, we defer the unrealized MTM arn®and some realized gains and losses as regukzeets (fc
losses) and regulatory liabilities (for gains). Welude unrealized MTM gains and losses resulfingh derivative contrac
on our Consolidated Balance Sheets as Risk Managehssets or Liabilities as appropriate.

Certain qualifying wholesale marketing and risk eg@@ment derivative transactions are designate@dgels of variabilit
in future cash flows as a result of forecastedsaations (cash flow hedge). We initially record #ffective portion of tt
cash flow hedge gain or loss as a component of AOCI. When thecksted transaction is realized and affects meinie
we subsequently reclassify the gain or loss onhetdge from AOCI into revenues or expenses withengame financi
statement line item as the forecasted transactioous Consolidated Statements of Income. Excludimge jurisdictior
subject to cosbased regulation, we recognize the ineffectiveiporof the gain or loss in revenues or expense idiabely
on our Consolidated Statements of Income, dependinghe specific nature of the associated hedggd tnh regulate
jurisdictions, we defer the ineffective portion ejulatory assets (for losses) and regulatory liieds (for gains) (se
“Accounting for Cash Flow Hedging Strategies” setof Note 10).

Barging Activities

AEP River Operationsrevenue is recognized based on percentage of vogag®letion. The proportion of freic
transportation revenue to be recognized is detethiby applying a percentage to the contractual gesarfor suc
services. The percentage is determined by divitheghumber of miles from the loading point to fusition of the barge
of the end of the accounting period by the totdemito the destination specified in the custoséréight contract. Tl
position of the barge at accounting period encetemninined by our computerized barge tracking system

Levelization of Nuclear Refueling Outage Cos

In order to match costs with nuclear refueling egcli&M defers incremental operation and mainteparwsts associat
with periodic refueling outages at its Cook Plamtl amortizes the costs over the period beginninly thie month followin
the start of each unit’'s refueling outage and tastintil the end of the month in which the samet’armext schedule
refueling outage begins. I&M adjusts the amort@aamount as necessary to ensure full amortizaifomll deferred cos
by the end of the refueling cycle.

Maintenance

We expense maintenance costs as incurred. Ifciirbes probable that we will recover specificafigurred costs throut
future rates, we establish a regulatory asset tichmhie expensing of those maintenance costs Wwéin tecovery in cost-
based regulated revenues. We defer distributiea timming costs for PSO above the level inclugetbase rates al
amortize those deferrals commensurate with recaveough a rate rider in Oklahoma.

Income Taxes and Investment Tax Cred

We use the liability method of accounting for inataxes. Under the liability method, we providéeded income taxes f
all temporary differences between the book and hagis of assets and liabilities which will result a future ta
consequence.

When the flowthrough method of accounting for temporary diffees is reflected in regulated revenues (that isr
deferred taxes are not included in the cost ofiserfor determining regulated rates for electrigitwe record deferre
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income taxes and establish related regulatory sset liabilities to match the regulated rm%&b@ﬁse.

We account for investment tax credits under thev{flbrough method except where regulatory commissia@itect
investment tax credits in the rateaking process on a deferral basis. We amortifermel investment tax credits over
life of the plant investment.

We account for uncertain tax positions in accoréanith the accounting guidance for “Income Taxed/é classify intere.
expense or income related to uncertain tax positeminterest expense or income as appropriatelassify penalties
Other Operation.

Excise Taxes

We act as an agent for some state and local gowmsnand collect from customers certain excisestéesged by those ste
or local governments on our customers. We doexgnize these taxes as revenue or expense.

Debt and Preferred Stoc

We defer gains and losses from the reacquisitiodetit used to finance regulated electric utilitgrgé and amortize t
deferral over the remaining term of the reacquuedt in accordance with their ratgaking treatment unless the det
refinanced. If we refinance the reacquired debbeaiated with the regulated business, the readmuisiosts attributable
the portions of the business subject to dxzed regulatory accounting are generally defeanedamortized over the term
the replacement debt consistent with its recovaryates. Some jurisdictions require that thesdscbe expensed up
reacquisition. We report gains and losses ondhequisition of debt for operations not subjeatdstbased rate regulati
in Interest Expense on our Consolidated Statenaéritecome.

We defer debt discount or premium and debt issuarpenses and amortize generally utilizing thegtitdine method ove
the term of the related debt. The strailyi- method approximates the effective interesthmétand is consistent with f
treatment in rates for regulated operations. Wéude the amortization expense in Interest Expemseur Consolidate
Statements of Income.

Where reflected in rates, we include redemptiommiuiens paid to reacquire preferred stock of utifitipsidiaries in paidh
capital and amortize the premiums to retained agemacommensurate with recovery in rates. We ctéditexcess of p
value over costs of preferred stock reacquireddial4m capital and reclassify the excess to retaineudiegs upon th
redemption of the entire preferred stock series.

Goodwill and Intangible Assets

When we acquire businesses, we record the fairevalall assets and liabilities, including intargilassets. To the ext
that consideration exceeds the fair value of idiecti assets, we record goodwill. We do not amertipodwill an
intangible assets with indefinite lives. We tesgjdred goodwill and other intangible assets witkdefinite lives fo
impairment at least annually at their estimatedvalue. We test goodwill at the reporting unitdeand other intangibles
the asset level. Fair value is the amount at wartlsset or liability could be bought or sold icuarent transaction betwe
willing parties, that is, other than in a forcediquidation sale. Quoted market prices in activarkets are the best evide
of fair value and are used as the basis for thesurement, if available. In the absence of quoteckp for identical ¢
similar assets in active markets, we estimateviaue using various internal and external valuatioethods. We amorti
intangible assets with finite lives over their resfive estimated lives, currently ranging from 8015 years, to the
estimated residual values. We also review theslofehe amortizable intangibles with finite livels an annual basis.

Investments Held in Trust for Future Liabilitie

We have several trust funds with significant inwestts intended to provide for future payments aispen and OPE
benefits, nuclear decommissioning and spent nudledrdisposal. All of our trust fundshvestments are diversified ¢
managed in compliance with all laws and regulatio@sir investment strategy for trust funds is te adiversified portfoli
of investments to achieve an acceptable rate ofrrethile managing the interest rate sensitivityhef assets relative to
associated liabilities. To minimize investmenkyithe trust funds are broadly diversified amoragses of assets, investn
strategies and investment managers. We regul@aWew the actual asset allocation and periodicaéipalance tr
investments to targeted allocation when appropriateestment policies and guidelines allow investinmanagers
approved strategies to use financial derivativesbtain or manage market exposures and to hedgesasd liabilities. Tt
investments are reported at fair value under tlaar “Falue Measurements and Disclosures” accourgnidance.

Benefit Plans



All benefit plan assets are invested in accordamitie each plars investment policy. Tﬁ‘ée?ﬁ
investment objectives, strategies and target adiseations by plan.
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AABet sHAcy outlirtbe

The investment philosophies for our benefit planppert the allocation of assets to minimize risksl @ptimizing ne
returns. Strategies used include:

Maintaining a long-term investment horizon.

Diversifying assets to help control volatility afturns at acceptable lev

Managing fees, transaction costs and tax liaksliteemaximize investment earnings.
Using active management of investments where apipgtegrisk/return opportunities exi

Keeping portfolio structure style-neutral to limilatility compared to applicable benchmarks.

Using alternative asset classes such as real estdterivate equity to maximize return and
diversification.

The target asset allocation and allocation rangessfollows:

proadditional portfolic

Pension Plan Asset Minimum Target Maximum
Domestic Equity 30.0% 35.0% 40.0%
International and Global Equi 10.0% 15.0% 20.0%
Fixed Income 35.0% 39.0% 45.0%
Real Estatt 4.0% 5.0% 6.0%
Other Investment 1.0% 5.0% 7.0%
Cash 0.5% 1.0% 3.0%

OPEB Plans Asset: Minimum Target Maximum
Equity 61.0% 66.0% 71.0%
Fixed Income 29.0% 33.0% 37.0%
Cash 1.0% 1.0% 4.0%

The investment policy for each benefit plan cordgawarious investment limitations. The investmentigies establis
concentration limits for securities. Investmentiges prohibit the benefit trust funds from purshmy securities issued
AEP (with the exception of proportionate and immiateholdings of AEP securities in passive indevatggies). Howeve
our investment policies do not preclude the beraift funds from receiving contributions in thenfoof AEP securitie
provided that the AEP securities acquired by edah may not exceed the limitations imposed by l&&ach investme
manager's portfolio is compared to a diversifieddmenark index.

For equity investments, the limits are as follows:

No security in excess of 5% of all equiti

Cash equivalents must be less than 10% of an imesdtmanager's equity portfoli
Individual stock must be less than 10% of each mearsequity portfolio.

No investment in excess of 5% of an outstandingsctd any compan

No securities may be bought or sold on margin bewotise of leverag

For fixed income investments, the concentrationtdmust not exceed:

3% in one issue

20% in non-US dollar denominated
5% private placemen

5% convertible securities

60% for bonds rated AA+ or lower
50% for bonds rated A+ or low
10% for bonds rated BBB- or lower

For obligations of non-government issuers the fwiihg limitations apply:

AAA rated debt: a single issuer should accounntomore than 5% of the portfolio.
AA+, AA, AA - rated debt: a single issuer should account for agerthan 3% of the portfolic

Debt rated A+ or lower: a single issuer shouldoaat for no more than 2% of the portfolio.
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« No more than 10% of the portfolio may be investedigh yield and emerging mark%??ggogg%@@fh%ttMe.

A portion of the pension assets is invested in esahte funds to provide diversification, add netuand hedge agait
inflation. Real estate properties are illiquidifidult to value, and not actively traded. The pm plan uses external r
estate investment managers to invest in comminfgledis that hold real estate properties. To miéigavestment risk in tt
real estate portfolio, commingled real estate fumesused to ensure that holdings are diversifiedebion, property typ
and risk classification. Real estate holdings udel core, valuadded, and development risk classifications ande
investments in Real Estate Investment Trusts (REWWisich are publicly traded real estate securitiassified as Level 1.

A portion of the pension assets is invested ingte\equity. Private equity investments add retunth provide diversificatic
and typically require a longerm time horizon to evaluate investment perfornearierivate equity is classified as
alternative investment because it is illiquid, idifft to value, and not actively traded. The pensplan uses limite
partnerships and commingled funds to invest adfusgrivate equity investment spectrum. Our gevequity holdings a
with six general partners who help monitor the staeents and provide investment selection experfi$e holdings ai
currently comprised of venture capital, buyout, dnytbrid debt and equity investment instrumentsm@ungled privat
equity funds are used to enhance the holdingsrsiiye

We participate in a securities lending program vty Mellon to provide incremental income on idkgsats and to provi
income to offset custody fees and other adminisgaxpenses. We lend securities to borrowersoygpor by BNY Mellot
in exchange for cash collateral. All loans ardatetalized by at least 102% of the loaned assetirket value and the ci
collateral is invested. The difference between thleate owed to the borrower and the cash collatate of retur
determines the earnings on the loaned securitg sEeurities lending progras’objective is providing modest increme
income with a limited increase in risk.

We hold trust owned life insurance (TOLI) undertenit by The Prudential Insurance Company in the OpI&B trusts. Tr
strategy for holding life insurance contracts ie taxable VEBA trust is to minimize taxes paid be tisset growth in t
trust. Earnings on plan assets are tax-deferrddmthe TOLI contract and can be thee if held until claims are paid. L
insurance proceeds remain in the trust and are tes&dhd future retiree medical benefit liabilitiegVith consideration -
other investments held in the trust, the cash vaifuthe TOLI contracts is invested in two diversdifunds. A portion
invested in a commingled fund with underlying inwesnts in stocks that are actively traded on mat@rnational equit
exchanges. The other portion of the TOLI cash evatuinvested in a diversified, commingled fixedame fund witl
underlying investments in government bonds, coredsands and asset-backed securities.

Cash and cash equivalents are held in each trysbtade liquidity and meet shotérm cash needs. Cash equivalent fi
are used to provide diversification and presenmacgal. The underlying holdings in the cash furale investment gra
money market instruments including commercial papertificates of deposit, treasury bills and othgres of investme
grade short-term debt securities. The cash furelsaued each business day and provide daily liyuid

Nuclear Trust Fund

Nuclear decommissioning and spent nuclear fuet fugds represent funds that regulatory commissaiosv us to collec
through rates to fund future decommissioning arehspuclear fuel disposal liabilities. By rulesarders, the IURC, tt
MPSC and the FERC established investment limitatiand general risk management guidelines. In geénemnitations
include:

« Acceptable investments (rated investment gradéavewhen purchased).

« Maximum percentage invested in a specific typeeéstment.

« Prohibition of investment in obligations of AEP ity affiliates.

« Withdrawals permitted only for payment of decomnaisgg costs and trust expenses.

We maintain trust records for each regulatory fiason. These funds are managed by external tm&s managers wi|
must comply with the guidelines and rules of thpligpble regulatory authorities. The trust assetsinvested to optimi.
the net of tax earnings of the trust giving constlen to liquidity, risk, diversification and othgrudent investme
objectives.

We record securities held in these trust funds @enSNuclear Fuel and Decommissioning Trusts on @omsolidate
Balance Sheets. We record these securities atdhie. We classify securities in the trust fuadsavailable-fosale due t
their long-term purpose. When a secustyair value is less than its cost basis, we reieegan impairment as we do
make specific investment decisions regarding treetasheld in these trusts. Impairments reducectst basis of tt
securities which will affect any future unrealizgdin or realized gain or loss due to the adjustedt of investment. W
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record unrealized gains and other-thamporary impairments from securities in thesgTtf)agRaag2adRistments to
. Lers L Page458<{f9§£ﬁ .

regulatory liability account for the nuclear decorssioning trust funds and to regulatoryassetsamilities for the spel

nuclear fuel disposal trust funds in accordancé wieir treatment in rates. See the “Nuclear Gmatincies’section of Not

6 for additional discussion of nuclear matterse J&ir Value Measurements of Trust Assets for Decassioning and SN

Disposal” section of Note 11 for disclosure of thae value of assets within the trusts.
Comprehensive Income (Loss)

Comprehensive income (loss) is defined as the @ham@quity (net assets) of a business enterpusegia period fror
transactions and other events and circumstances fianowner sources. It includes all changes iriteqluring a perio
except those resulting from investments by ownerd distributions to owners. Comprehensive incotoss) has tw
components: net income (loss) and other compreheistome (loss).

Components of Accumulated Other Comprehensive Ineothoss)(AOCI)

AOCI is included on our Consolidated Balance Sheaetsur equity section. The following table proegithe componer
that constitute the balance sheet amount in AOCI:

December 31

Components 2009 2008
(in millions)
Securities Available for Sale, Net of T $ 12 $ 1
Cash Flow Hedges, Net of T. (15) (22
Amortization of Pension and OPEB Deferred Costg,dflé ax 35 12
Pension and OPEB Funded Status, Net of (40€) (443)
Total $ (3749 % (452

Stock-Based Compensation Plans

At December 31, 2009, we had stock options, perdoicea units, restricted shares and restricted staitk outstanding -
employees under The Amended and Restated AmerieatriE Power System Lon@erm Incentive Plan (LTIP). This pl
was last approved by shareholders in 2005.

We maintain career share accounts under the Stagief3hip Requirement Plan to facilitate executimesmieeting minimur
stock ownership requirements assigned to execubyethe HR Committee of the Board of Directors.réea shares a
derived from vested performance units granted tpleyees under the LTIP. Career shares are equallire to shares
AEP common stock and do not become payable to &xeswntil after their service ends. Dividendsdpan career shar
are reinvested as additional career shares.

We also compensate our non-employee directorsarnty with stock units under The Stock Unit Accuntigia Plan for non-
employee directors. These stock units become payalsash to directors after their service ends.

In addition, we maintain a variety of tax qualifiadd nonqualified deferred compensation plans fopleyees and non-
employee directors that include, among other opti@m investment in or an investment return eqantato that of AE
common stock.

In January 2006, we adopted accounting guidance“3tvare-Based Paymentihich requires the measurement
recognition of compensation expense for all shereed payment awards made to employees and d#gettoluding stoc
options, based on estimated fair values.

We recognize compensation expense for all shased awards with service only vesting conditiorenggd on or aft
January 2006 using the straight-line singfgion method. In 2009, 2008 and 2007, we graatedrds with performan
conditions which are expensed on the acceleratdtipteroption approach. Stodkased compensation expense recogi
on our Consolidated Statements of Income for thersy@nded December 31, 2009, 2008 and 2007 is lmasedvard
ultimately expected to vest. Therefore, stbelsed compensation expense has been reduced &t refftimate
forfeitures. Accounting guidance for “Share-Bastayment’requires forfeitures to be estimated at the timgraint an
revised, if necessary, in subsequent periods ufedbrfeitures differ from those estimates.

For the years ended December 31, 2009, 2008 and 20thpensation cost is included in Net Incometifier performanc
share units, phantom stock units, restricted shasstricted stock units and the direcsostock units. See Note 15
additional discussior





