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The Public Utilities Commission of Ohio

180 East Broad Street
Columbus, OH 43215

April 5, 2011

Re: OHIO POWER COMPANY

Gentlemen:
Enclosed on behalf of Ohio Power Company ate one executed and five conformed copies of an

Application for authority to issue short-term notes and other evidences of indebtedness.

An additional copy of the Application is also enclosed. Please indicate by file-stamp the
Commission's receipt and return the extra copy so marked to the undersigned.

Very truly yours,
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Before
THE PUBLIC UTILITIES COMMISSION OF OHIO

--------------------------------------------

In the Matter of the application of : :

OHIO POWER COMPANY : Case No. 11-33EL-ATS
for authority to issue short-term notes and other

evidences of indebtedness

APPLICATION AND STATEMENT
TO THE HONORABLE
THE PUBLIC UTILITIES COMMISSION OF OHIO:
| Your Applicant, Ohio Power Company, respectfully shows:

FIRST: Applicant is an Ohio corporation engaged in the business of supplying to
consumers within the State of Ohio electricity for light, heat and power purposes and is a public
utility as defined by the Ohio Revised Code.

SECOND: Applicant’s authorized and outstanding capital stock as of December 31,
2010 was as follows:

(1) 40,000,000 shares of Common Stock without par value authorized, of
which th_ere were 27,952,473 shares issued and outstanding;

(2) 3,762,403 Cumulative Preferred Shares (par value $100) authorized, of
which the following were issued and outstanding: a 4-1/2% Series consisting of 97,357 shares; a
4.40% Series consisting of 31,482 shares; a 4.08% Series consisting of 14,495 shares; and a
4.20% Series consisting of 22,824 shares; and

(3) 4,000,000 Cumulative Preferred Shares (par value $25) authorized, of

which there were none issued and outstanding.

Doc #414629.v1 Dale: 4/4/2011 9:17 AM



THIRD: The outstanding funded debt of Applicant as of December 31, 2010 consisted of
$2,734,580,000 of unsecured long-term notes and other long-term debt (including capital leases),
all of which notes were issued pursuant to former orders of your Honorable Commission.
Applicant had no short-term debt outstanding at December 31, 2010.

FOURTH: Attached hereto as Exhibit A are financial statements, including a balance
sheet and statements of income and retained earnings of the Applicant as of December 31, 2010.

FIFTH: Applicant hereby requests authorization to continue to participate in the AEP
System Utility Money Pool (“Money Pool™)' as set forth in this Application and to make short-
term borrowings up to $600,000,000 from the Money Pool from time to time through May 31,
2012.

4. Background and Reguest.

In Case No. 10-346-EL-AIS, this Commission authorized Applicant to participate
in the Money Pool and to make short-term borrowing up to $600,000,000 from the Money Pool
from time to time through May 31, 2011. Each Participant, other than AEP and AEP Ultilities,
makes unsecured short-term borrowings from the Money Pool and contributes surplus funds to
the Money Pool. AEP and AEP Utilities may only contribute funds to the Money Pool and are
not authorized to borrow funds from the Money Pool. A copy of the AEP System Utility Money

Pool Agreement is attached hereto as Exhibit B.

! In addition to Applicant, the following companies participate in the Money Pool: American
Electric Power Company, Inc. (“AEP”), AEP Generating Company, AEP Texas Central Company, AEP
Texas North Company, AEP Utilities, Inc. (“AEP Utilities™), Appalachian Power Company, Columbus
Southern Power Company, Indiana Michigan Power Company, Kingsport Power Company, Public Service
Company of Oklahoma, Southwestern Electric Power Company, Wheeling Power Company, American
Electric Power Service Corporation (“AEPSC™), Cedar Coal Company, Central Appalachian Coal Company,
Central Coal Company, Colomet, Inc., Simco, Inc., Southern Appalachian Coal Company, Blackhawk Coal
Company, Conesville Coal Preparation Company, Dolet Hills Lignite Company LLC, Franklin Real Estate
Company, and Indiana Franklin Realty, Inc. (“Participants”).
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B, Current Operations.

All short-term borrowing needs of the Participants are met by funds in the Money
Pool to the extent such funds are available. Applicant has the right to borrow from the Money
Poal from time to time, subject to the availability of funds; provided, however, that the aggregate
amount of all loans requested by Applicant shall not exceed its shért—term borrowing limit of
$600,000,000. Applicant is not obligated to borrow from the Money Pool if lower cost funds can
be obtained from its own external borrowing. While AEP does not borrow funds from the
Money Pool or any Participant, AEP does contribute funds to the Money Pool.

AEPSC acts as administrative agent of the Money Pool. Each Participant and AEP
determine the amount of funds it has available for contribution to the Money Pool. The
determination of whether a Participant at any time has surplus funds, or should lend such funds to
the Money Pool, is macie by such Participant’s treasurer, any assistant freasurer, or by a designee
thereof, on the basis of cash flow projections and other r;alevant factors, in such Participant's sole
discretion. Each Participant may withdraw any of its funds at any time upon notice to AEPSC.

C. Sources of Funds.

The Money Pool is composed from time to time of funds from the following
sources: (i) surplus funds of any of the Participants; (i) surplus funds of AEP; (iii) short-term
borrowings by AEP. All debt issued in connection with the Money Pool is unsecured.

AEPSC administers the Money Pool by matching up, to the extent possible, short-
term cash surpluses and loan requirements of the various Participants. Participants’ requests for
short-term loans are met first from surplus funds of other Participants which are available to the
Money Pool. To the extent that Pﬁcimt contributions of surplus funds to the Money Pool are
insufficient to meet Participant requests for short-term loans, AEP may contribute surplus corporate

funds to the extent available or borrowings may be made from external sources. Funds which are
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loaned from Participants into the Money Pool which are not required to satisfy borrowing needs of
other Participants are invested on the behalf of the Money Pool in one or more short-term
instruments.

D. Use of Proceeds.

The Money Pool makes funds available to Participants for the interim financing of
their capital expenditure programs and their other working capital needs and to repay previous
borrowings incurred for such purposes. External borrowings will not be made unless there are
no surplus funds in the treasuries of the Participants sufficient to meet borrowing needs. Each
Participant borrows pro rata from each funding source in the same proportion that the amount of
funds provided by that funding source bears to the total amount of short-term funds available to
the Money Pool.

E. Interest Rate.

The interest rate applicable on any day to then outstanding loans through the
Money Pool is the composite weighted average daily effective cost incurred by AEP for short-
term borrowings from external sources for the Money Pool. If there are no borrowings
outstanding then the rate is the certificate of deposit yield equivalent of the 30-day Federal
Reserve "A2/P2" Non Financial Commercial Paper Composite Rate ("Composite™), or if no
composite is established for that day then the applicable rate is the Composite for the next
preceding day for which the Composite is established.

Each Participant receiving a loan must repay the principal amount of such loan,
together with all interest accrued thereon, on demand and in any event not later than the then-
effective expiration date of the authorization for the operation of the Money Pool. All loans

made through the Money Pool may be prepaid by the borrower without premium or penalty.
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If the Money Pool is in an invested position, interest income related to external investments is
calculated daily and allocated back to Participants on the basis ﬁf their relative contribution to the
investment pool funds on that date.

SIXTH: Applicant states that participation in the Money Pool will be in accordance with
the transition plans for Applicant approved by this Commission in Case No. 99-1730-EL-ETP and

the electric security plan for Applicant approved by this Commission in Case No. 08-918-EL-SSO.

* & *
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WHEREFORE: Applicant prays for authority from your Honorable Commission to
continue to participate in the AEP System Utility Money Pool as set forth in this Application and to
make short-term borrowings up to $600,000,000 from the Money Pool from time to time.

Applicant prays for all other and further relief necessary and appropriate in the
premises.
Respectfully submitted this 5" day of April, 2011,

OHIO POWER COMPANY

p (\ e I

Renee V. Hawkins
Assistant Treasurer
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STATE OF OHIO )
) SS:
COUNTY OF FRANKLIN )

, Before me, a Notary Public in and for Franklin County in the State of Ohio,

personally appeared Renee V. Hawkins, Assistant Treasurer of Ohio Power Company, the
Applicant in the foregoing application, and she being duly sworn says that the facts and
allegations herein contained are true to the best of her knowledge and belief.

y

Commission expires

Dated: Aprl 5, 2011

(1A

Y
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EXHIBIT A
Financial Statements of Applicant as of December 31, 2010
EXHIBITB

AEP System Utility Monéy Pool Agreement
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OHIO POWER COMPANY CONSOLIDATED
CONSOLIDATED STATEMENTS OF INCOME
For the Years Ended December 31, 2010, 2009 and 2008

(in thousands)

REVENUES

Electric Generation, Transmission and Distribution
Sales to AEP Affiliates _

Other Revenues ~ Affiliated

Orther Revenues — Nonaffiliated

TOTAL REVENUES
_ EXPENSES

Fuel and Other Consumables Used for Electric Gene:auon
Purchased Electricity for Resale - =
Purchased Elecmclty ﬁ'om AEP Afﬁllates

Other Operation
Maintenance . .
Depreciation and Amortization

Taxes Other Than Incume Taxes
TOTAL EXPENSES :

OPERATING mCOME :

Other Income (Expense):

Interest Income . . , S
Carrying Costs Income :
Allowance for Equity [ Funds Used Dunng Coustructlon
Interest Expense: . -

INCOME BEFORE INCOME TAX EXPENSE
Income Tax Expcnse o

NET INCOME .

Less: Net Income Attributable to Noncontrolling Interest

NET INCOME ATTRIBUTABLE TO OPCo SHAREHOLDERS

Léss: Preferred Stock Dividend Requirements .

EARNINGS ATTRIBUTABLE TO OPCo COMMON SHAREHOLDER

The common stock of OPCo is wholly—owned by AEP.

See Notes to Financial Statements of Registrant Subsidiaries beginning on page 246.

E};Lﬁl—;ﬂ" b

2010 2009 2008
$ 2159206 -§ 1941257 $ 2,116,797
1,025,923 1,034,290 940,468
21,069 23 457 20,732
17,509 12,570 18,937
3.223707 . 3011574 © 3.096.934 -
1088 588 988520 1,190,939
180,721 - 178,123 - 175420
93971 74,598 140,686
CA46264 7. - 386323 . - 414.945
238356 224439 213,431
361,728° 70 352,068 273720
206.277 194,310 192,734
2615905 2398381 . 2,601,884
607802 513’,1'93 495050
1,648 1436 6515
23,630 10,698 . 16.309°
3877 2712 . 3073
{156.107) . (152.950) *_ (173.870)
© 480850 475089 - 347077
169457 .- - 166474 i 114622
311,393 308,615 - 232,455
— 2042 . 1,332
311,393 306573 231123
<V R R A < v T




-OHIQ POWER COMPANY CONSOLIDATED
CONSOLIDATED STATEMENTS OF CHANGES IN
EQUITY AND COMPREHENSIVE INCOME (LOSS)

For the Years Ended December 31, 2010, 2009 and 2008
(in thousands)

OPCo Comumon Shareholder
Accumulated
Other
Common  Paid-in Retained Comprehensive Noncontrolling

Stock Capital _ _Eamings  Income {Loss) Interest Total
TOTAL EQUITY —~ DECEMBER 31, 2007 $321,201 § 536,640 $1.469,717 § (36,541) $+ 15923 § 2,306,940

Adoption of Guxdance for Spht—Dolla.r

Life Insurance " I S T

Accounting, Net ofTax of$l 004 L - (1,364) o e e (1864)
Adoption omedancc for Fau'Value ' . : R e T ST P

Net of Tax of $152 L : - (282) L (282)
Comron Stock Dividends — Nonaffilated - © - - S o (I 332) (l 332)
Preferred Stock Dividends o _ 13 o 732)
Other Changes in Equity - - R o ' o S L RTE 876
SUBTOTAL - EQUITY o o ) I 7.305.606

COMPREHENSIVE INCOME.
Other Comprehenswe Income {Loss), Net

of Taxes::
Cash Flow Hedges, Net of Tax of
. §1.343 o e : 2493 2,493.
- AmomzanonofPensmnandOPEB R ' s T N
. Deferred Costs, . T : R SRR A :
Net of Tax of $1, 515 A _ . o 2813 PR 2813
- Pénsion and OPEB Funded S’ratus Co ] . : S
Net of Tax of$55 259 . , ‘ .. (02623 . . 102 623)
NET INCOME ot . - ‘ 231,123 . - T o 1,3320 232 455
TOTAL COMPREHENSIVE INCON.[E _ 135 138
TOTAL EQUTI’Y DECEMBER. 31 2008 321,201 536,640 1,697,962 (133858) . . 16,799 2438 744
Capltal Contnbutmn from Parent v e ... . 530,000 S ‘ . 550 000
Common Stock Dividends ~ Affiliated - T : (95,000) B (95 ,000)
Common Stock Dividends — Nonafﬁlmted o o N . o (2 042) (2 042)
Preferred Stock Dmdends ' S (1D ' : (732)
Purchasc of IMG - . 36,509 _ , (17 910) - 18,599
OtherChangesmEqmty S e T A o RS W ) LU W N E
SUBTOTAL -EQUITY ) o R __2_‘21_(}.,&
COMPRBI-IENSIVE INCOME
Other Comprchcnswe Inoome th of
Taxes: - -
Cash Flow Hedgms, Net of Tax of
54,392 , _ ‘ 8,156 o o . 8,156
1"Amcmzanonochns1onandOPEB e - s S A T
- Deferred Costs, = : s ' C o Co
Net of Tax of $3 421 6,353 ., 6353
" Pension and OPEB Flmded Status Net e S Ce Tea T
" of Tax of $480 - ' o . 891 ot TUR9)
NETINCOME _ 306,573 : 2,042 308615
TOTAL COMPREHENSIVE INCOME : ' o ‘ : S e 324015
TOTAL EQUITY - DECEMBER. 31,2009 321,201 1,123,149 1,908,803 {118,458) S = 3,234,695
Common Stock Dividends (366,575) ‘ : : : (366 575
Preferred Stock Dividends (732) (732)
(Gain on Reacquired Preferréd Stock ' 4 o ' C

SUBTOTAL - EQUITY _ 2 857 392



COMPREHENSIVE INCOME

Other Comprehensive Income (Loss), Net

of Taxes; _
Cash Flow Hedges, Net of Tax of $659
Amortization of Pension and OPEB
Deferred Costs,: : '
Net of Tax of §3,795
Pension and OPEB Funded Siatus, Net
of Tax of $8,715 :
NET INCOME

TOTAL COMPREHENSIVE INCOME

(1,223) (1,223

7,047 7,047

E (16,185) (16,185)
311,393 311,393
g 301,032

TOTAL EQUITY - DECEMBER 31,2010 $321.201 §$1,123.153 $1.852.889 § (I2BR1O) § - — §3.168424
See Nc;tes to Financial Statements of Registrant Subsidiaries beginning on page 246.




OHIO POWER COMPANY CONSOLIDATED
CONSOLIDATED BALAMNCE SHEETS
ASSETS
Dezcember 31, 2010 and 2009
(in thousands)

CURRENT ASSETS

Cash and Cash Equivalents
Advances to Affilistes
Accounts Receivable:
Customers
Affiliated Companies -
Accrued Unbilled Revenues
Miscellaneous - - .
Allowance for Uncollectlblc Accounts
Total Accounts Receivable
Fuel ‘
Materials and Supphes :
Risk Management Assets
Accrued Tax Benefits - t
Prepayments and Other Currcnt Asscts
TOTAL CURRENT ASSETS

.. PROPERTY, PLANT AND EQUIPMENT _

Electric:
Geperation
Transmission | R
Distribution . .

Other Property, Plant and Eqmpment

Construction Worlk in Progress,

Total Property, Plant and Equipment = = =

Accumulated Depreciation and Amortization,

TOTAL PROPERTY, PLANT AND EQUIPME’NT’ NET
) OTHER NONCURRBNT ASSETS

Regulatory Assets - -

Long-term Risk Managcmcnt Assets .

Deferred Charges and Other Noneurrent Assets

TOTAL OTHER NONCURRENT ASSETS _

TOTAL ASSETS

See Notes to Financial Statemenis of Regisirant Subsidiaries beginning on page 246.

204

2010 2009
'$ 40§ 1984
100500 | 438352
86186 60711
198845 300579
27928 15021
2368 2,701
Q184) _ (2:665)
© T 313343 276347
. 257289 336,866
TUUIBAIBLT 115486
30773 S0.048
169,021 143473
33998 26,301
930345 [ 388,857 .
6,890,110 " 6,731,469
1234677 1.166,557
1,626,390 "' 1,567.871.
359254 348718
153110 - 198843
10,263 541 10,013,458
3606777 . 3.318.896
| 6656764 6694562
934,011 ¢ 742,905
T 28,003
5118995 iRAR1Z
“Tsie osm
$ 8747327 § 9039139




OHIO POWER COMPANY CONSOLIDATED
CONSOLIDATED BALANCE SHEETS

LIABILITIES AND EQUITY
December 31, 2010 and 2009
2010 2009
{(in thousands)
CURRENT LIABILITIES

Accounts Payable: & A . ‘ )

General ' ‘ § 170240 § 182,848

Affiliated Compames : . 136,215 .92,766.
Long—term Debt Due Within One Year — Nonaffiliated - : 165,000 679,450
Risk Management Liabilities - ) ) _ 22,166 24391
Customer Deposits ‘ 28,228 22,409
Accrued Taxes . o 229253 203,335
Accrued Interest ' ‘ Co ' T - 46,184 - 46,431
Other Current Liabilities ‘ , o 98.687 104,889
TOTAL CURRENT LIABILITIES - - S : S 895973 o 1356519
e i “ NONCURRENT LIABILITIES - S L I e RN
Long—te.rm cht Nonafﬂhated o . . _ _ _ o 2364522 2,363,055
Long—term Debt — Affiliated - mne e S e e © 200,000+ 200,000
Long—term Risk Management L1ab1lmcs . _ N L 8,403, 12,510
Deferred Income Taxes - : T T R 1,531,639 .1, 302 939 :
Regulatory Liabilities and Defcrred Invcstmcnt Tax Credlts : _ o 126,403 . 128,187
Employee Benefits and Pension Obligations B R 1 1 ¥ A 269,485 )
Deferred Credits and Other Noncurrent Llablhtles . o o 188.830 135,122
TOTAL NONCURRENT LIABILITIES . - SO e 4.666,314 4,431,298
TOTAL LIABILITIES " = . S 5562081 5187817

Cumulative Preferred Stock Not SubjecttoMandatoryRedemptmn S 16616 16,627

Rate Maiters (Note 4}
Commmnents and Connngcncles (Note 6)

COMMON SHAR.EHOLDER‘S EOUITY

CommonStock No Par Value: "~ .
- Authorized - 40,000,000 Shares

Quitstanding — 27 952 473 Shares - -~ ¢ g T ) S o 321,201 0T 321,201
Paid—in Capital . . L . 1 123,153 ,,1,123,,149_,
Retained Earnin o SR 1, 852, 889 -°1,908,803
Accumulated Otiser Comprehenswe Incomc (Loss) ) o L ( 128 819) = (118.458)
TOTAL COMMON SHAREHOLDER’ § EQUITY.. Lo T ey L e 3 1684247 73,234,695
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY . .~ -~ .- el rE R R747327 0 $:9,030.139

See Notes to Financial Statements of Registrant Subsidiaries beginning on page 246,
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OHIO POWER COMPANY CONSOLIDATED
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2010, 2009 and 2008

{in thousands)
2010 2009 2008
OPERATTNG ACTIVITIES .

Net Income "% 311,393 % 308615 § 232455
Adjusiments to Reconclle Net Income to Net Cash Flom from Opm'atmg
Activities: ) . ] . )

ciation and Amortization ' ’ - 361,728 352,068 273,720
Deferred Income Taxes , _ 218,246 382,794 C42,717
Carrying Costs Income ™ **. (23,630) 1 7(10,698) (16,309
Allowance for Equity Funds Used Durmg Construction (3,.877) (2,712) (3,073)
Mark~te—Market of Risk Management Contracts o 13444 - (5486) . (13,839
Pension Contributions 0 Quahﬁed Plan Tmst ] ‘ N . (51,641) - -
Property Taxes , Yoo (6,861) T (7,109) - (5,507)
Fuel OveriUndm‘—Rewvery, Net L L : . (153 043) . (297,570}, .- -
Change in Other Noncurrent Assefs SR . ‘3,200 7 74913 0 {48,653)
Change in Other Noncurrent Liabilities | o oL (6 418) L. 35130 ‘(10445)
Changes in Certain Components ofWorkmg Caplml P SR D I TR
Accounts Receivable, Met .~ L e (38 066}‘ 20927y .. 5 104
Fuel, Matérials and Supphes e ' ) : ST 64,801 0 (155,557 - (89 058)
Accountsl’ayable e i o ‘ L 43_060 o (121,117) 126,716
Customer Deposits -~ 7% 7 7 . Y Lo 5819 0 (1,924) - (6,280)
Accrued Taxes,Net . . . . e 87.476 (119428) (11,210
Other Current Assets - AT R S (L310) T 2 g7 Elo 730)
Other Current LIﬂblhtlES ‘ (1.914) (13 835)__ 20,269
Net Cash Flows from Operating Activities S e e 821,807 3210347 0 485,877

L g " INVESTING ACTIVITIES ST B A LR

Constructmn Expeudxtu:es . o L ‘ (276,736) . {4]?,60,1) (706 315)
ChangemAdvancesmAPﬁhates, Net "= . Coo e - 337852 0 (438,352) ’
Acquisitions of Agsets o U X 059) o1, 197) ‘ (2 033)
Proceeds from Sales of Asséts S : ' T C 17,2110 0 38 640 8,203
Other Investing Activities o (155)_ £529 (1,734)
Net Cash Flows from (Used for) Investmg Activities . C e TR2T 5 (RI2.981Y: - (701.789)

P - FINANCING ACTIVITIES _ o e
Capxtal Conmbunon frc-m Parent ) _ _ .= 580000 . -
Tssuiance of Long--tenm Debt - Nonaffiliated * S S 202,380 '--:'.".‘.“493,7751’,. T T 491,204
Change in Short—term Debt, Net ~ Nonafﬁhated . = (701)
Chingé in Advances from Affiliates, Net - S ST S =L (133,887 LU T 32,339
Retirement of Long—term Debt—Nonaﬁihated - ‘ e (718 580} (295 500) (305 188)
Retirement of Cumnulative Preferred Stock:. S S D) A V(1) "™
Principal Payments for Capital Lease Obhgauous S L (7 447)_ . (4 271)_. (5 736),
Dividends Paid on Common Stock - Nonaffiliated S T e T < {2,042) = (1,332)
Dividends Paid on Cornmon Stock — Affiliated o . (366 575) N (95 geay . .~
Dividends Paid on Cumulative Preferred Stock ' ' T T 732y . (@B (@32
Acquisition of IMG Noncontrollmg Interest L . : L =282y . =
Other Financing Activities . ‘ - e L {5,502y - (2.869) 12071
Net Cash Flows ﬁ-nm (Used for) Fmancmg Actlvmes _ (896 463) 481.252 221 925 )
Net Increase %)ecrease) in Cashand Cash Eqmvalents . . (l 544) (10,695 6 013 .
Cash and Cash Equivalents at Beginning of Period - - B 1984 .. 12679 6 666
Cash and Cash Equlvalents t End of Penod B R 440 % 1,934 5 12,679

SUFPLEI\&'EI\FTARY NFORMAHON o o - o

Cash Paid for Interest, Net of Capitelized Amouats - o8 1547440 % (147,573 % 144,790 -
Net Cash Paid (Received) for Income Taxes (115 013) . [62 704) 100,430
Noncash Acquisitions Under Capital Leases : 23 736 2,383 3,210
Noncash Acquisitions of Coal Land Rights L , L. 41,600
Construction Expenditures Inchided in Accounts Payable at December 31, ]7,710' 729,929 - 733,177
SIA Refund Includcd in Accounts Payablc at Decembcr 31, . _ - -

See Notes to Fmanmal Statcmcnts of Reglstrant Subsidiaries beginning on page 246,
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AEP SYSTEM AMENDED AND RESTATED
UTILITY MONEY POOL AGREEMENT

This AMENDED AND RESTATED UTILITY MONEY PCOL AGREEMENT
{"Agrecment”) is made and entered into this 9™ day of December, 2004 by and among American
Eleciric Power Company, Ioc., 2 New York corporation {"AEP™), AEF Utilities Inc., & Delaware
corporation (“AEP Utilities™, both registered holding companies under the Public Utility
Holding Company Act of 1935, as amended (the "Act™), Americap Elecitoic Power Service
Comporation (“*AEPSC”™), a New York corporation and a nonwility subsidiary of AEP (in its role
as administrative ageet and es a participant in the Utility Moaey Fool), AEP Utility Funding
LLC, a Delaware limited lisbility company (“AEPUF"), and certain of the direct or indirect
subsidiaries of AEP, each of which are signatories hereto and participants in the AEP Utility
Money Pocl (“Participants’™), or which subsequently become signaiories herefo and agree to
ghide by the terms hersin. (All of the above are referred o as a Party or Parties to this

Agreement).

WHEREAS, the following entities are each a direct cr indirect subsidiary of AEP, and a
Participant in the AEP Utility Money Pool (collectively refered to herein as “Operating .

Companies™):

AFEP Generating Company

AEP Texas Central Company

AEP Texas North Company
Appalachian Power Company
Columbus Southermn Power Company
Indiarz Michigan Power Company
Kentucky Power Company

Kingsport Power Company

Ohie Power Company

Public Service Company Of Oklahoma
Southwestern Electric Power Company
Wheeling Power Company

Apd’
WHEREAS, in addition to fhe Optrating Companies, the following are Participants in the
AEP Utility Money Pool: N

American Electric Power Service Corporation
Blackhawk Coal Company

Cedar Coal Company

Central Appalachian Coal Company

Central Coal Company

Colomet, Inc. '
Conesvills Coal Preparation Company

Dolet Hills Lignite Company, LL.C

Do #22B237,v11 Datp: 125/2004 1243 Pie




Franklin Real Estate Company
Indizna Franklin Reality, Inc.

Simeco, Inc,
Southern Appalachian Coal Company

WHEREAS, the Participants from time to time have need to bomow funds on a short-
term basis; and

WHEREAS, some of the Parties from time to time are expected to have funds available
to [oan on a short-tenn basis; and

WI-L'ER.'EAS 'AEP and the Parties bave established a pool (the "Utility Money Pool"™) to
coordinate and prov1de for certain of the Participants’ sbcrt-term cash reqm:ements

WH_EREAS, AEPUF has been formed to fund thc Utility Money Pool; and

NOW THEREFORE, in consideration of the'premises, and the mutual promises set forth
herein, the Parties hereto agree as follows:

ARTICLE I
CONTRIBUTIONS AND BORROWINGS

Section 1.1. Contributions to the Utility Money Pool.

American Electric Power Service Corporation (“AEPSC™) shall act as administrative
agent of the Utility Money Pool. Each Participant, AEP, AEP Utilities, and AEPUF will
determine or a daily basis, the amount of funds it has available for contribution to the Utility
Money Pool. The determination of whether a Pagty at any time has swplus funds, or shall lend
.such funds to the Utility Money Pool, will be made by such Party's treasurer, any assistant
treasurer, or by 2 designee thereof, on the basis of cash flow projections and other relevant
factors, in such Party's sole discretion. Each Party may vnf.hdraw any of its fonds at any time

upon notice to AEPSC,

Sectinn 1.2 Riphts to Borrow.

. {(a)  Subject io the provisions of Section 1.4(b) of this Agreement, all short-term
borrowing needs of the Participants may be met by funds in the Utilify Money Pool to the extent
such funds are zvailsble. Each Participant shall have the right to borrow from the Utility Money
Pool from time to time, subject to the availability of funds and the limitations and conditions set
forth herein and in the applicable orders of the Secumitics and Exchange Commission ("SEC™)
end other regulatory anthorifies. Bach Participant may request loans from the Utility Money
Pool from time to time during the perdod from the date hereof until this Agreement is terminated
© by written agreement of the Parties; provided, however, that the aggregate amount of all loans
reguested by any Participant hereunder shall not exceed the applicable borrowing limits set forth
in applicable orders of the SEC and other regulatory authorities, resclutions of such Board of
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Directors, such Party's éovemjng corporate documents, end agreements binding upon such Party.
No Pasticipant shall be obligated to borrow from the Utility Money Pool if lawer eost funds can '

be obtained from its own external bopowing.

(b)  Neither AEP, AEP Utiliiizs nor AEPUF will borrow funds from the Utility

Money Peol or any Participant. Participants in the Ulility Money Pool will not engage in lending
and borrowing transactions with participants in the Nonutility Money Pool. T‘hc Utility Money

Pool will not bormw from the Nonutility Money Pool.

Section 1.3 Source of Funds.

(a)

&

(e)

AEPSC administers the Utility Mopey Pool by matching up, to the exient
possible, shoit-term cash surpluses and loan requirements of the various
Participants, Participants’ requests for short~term loans are met first fom surplus
fiinds of other Participants which are availzble to the Utility Money Poel. To the
extent the Participant contributiors of surplus fonds to the Utility Money Pool are
insufficient to meet Participant requests for short-term loans, AEP or AEP
Utilities may contribute corporate funds to the extent aveilable or borrowings may
be made from external sources, Funds will be made available from such sources
in such other.order as AEPSC, as administrator of the Utility Mbney Pocl, may -
determine will result in a lower cost of borrowing to companies borrowing from
the Utility Mopey Pocl, consistent with the individual bomowing needs and
finaneial standing of the Parties providing funds to the Utility Money Pool.

Exterpal borrowings may be made by AEP, AEP Utlities, Ine., or AEPUF, esch
individually, a Leading Party, collectively Lending Parties, from the sale of
commercial paper noles and/or other instruments authorized by the SEC, and/or

- bank borrowings ("External Funds™), the proceeds of which would be added to the

Utility Money Paol, in each case to the extent permitted by applicable laws and
regulatory orders. All debt issued in connection with the Utility Money Pool will
be unsecured. External borrowings by AEP, AEP Utilities, or AEPUF will not be
made unless thers are no surplus funds in the treasuries of the Parkicipants
sufficient 1o meet borrowing needs: If it is determined that AFP can bomrow
money at a cheaper sate than AEPUF can, then AEP will fund the Utility Money

PDD_I directly.

Each borrowing Participant will borrow pro rata from each find source in the
same proportion that the amount of funds provided from that fund source bears to
the total amount of short-terrs funds available to the Utility Money Peol. On any
day, when more then one fund source (e.g., surplus treasury funds of AEP, AEP

Utilities or other Utility Money Pool participants (“fuiernal Funds™) and External

Funds), with different rates of interest, is used to fund loans threugh the Utility
Mozey Pool, each borrowing party will borrow pro rata from each fund source in

the same proportion that the amount of finds provided by that fond source bears
to the tota) amount of short-term finds available to the Utility Money Pool.
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'Secticm 1.4 Autherization.

(a) The determination of whether a Participant or a Lending Party has st any time
siuplus fumds to lend to the Utility Mooey Pool will be made by its treasurer, any assistant
treasurst, or by a designee thereof.

(b)  Any loan from the Utility Money Pool fo & Participant shall be arthorized by the
bomowing Participant's treasurer, any assistant treasurer, or by a designee thereof. No Party shall
be required 1o effect a bomowing through the Utility Money Pool if such Participant determines

that it can {and is authorized to) effect such borrocwing at lower cost through the sale of its awn
. commercial paper or other instruments, or borrowing directly from banks.

) Section 1.5 Investment of Investment Pool Funds.

Funds which are loaned from Participants info the Utility Money Pool which are not
required to satisfy borrowing needs of other Pariicipants ("Investroent Pool"} will be invested on
the behalf of the Lending Parties in one or more short-term instruments ("External Investments™),
including (i) inferest-bearing sccounts with banks; (i) obligations issued or guaranteed by the
U.S. government and/or its agencies and instrumentalities, including obligations under
repurchase agreements; (i) obligafions issued or guarapteed by any state or political subdivision

thereof, provided that such obligations are rated not less than “A” by a nationally recognized .

Tating agency; (iv) commercial paper rated not less than “A-1" or “P-1" or their equivalent by a
nationally recognized rating agency; (v) money market finds; (vi) bank certificates of deposit,
(+ii) Eurodpllar funds; (viif) short-term debt securities rated AA or above by Standard & Poor’s,
Aa or above by Moody’s Investors Service, or AA or above by Fitch Rafings; (ix) short-ferm
debt securities issned or guararteed by an entity rated AA or above by Standard & Poor's, Az or
above by Moody’s [nvestors Service, or AA or above by Fitch Ratings; and (x) such other

investments ag ere permitted by Section 9(¢) of the Act and Rule 40 thereunder,

No funds from the Utility Money Poo! will be invested in EWG’s or FUCOs,

Section 1.6 _Utility Money Pool Interest,

The interest rate applicable con any day té then outstanding loans through the Utility

~ Money Pool, whether or not evidenced by a promissory demand note, will be the composite

weighted average daily effective cost incurred by the Lending Parties for Externsl Funds
outstanding on that date. If there are no External Funds outstanding on that date, then the rate
would be the certificate of deposit yield equivalent of the 30-day Federal Reserve "A2/P2" Nop-
Finaneial Commescial Paper Composite Rate (the "Composite”), or if no Composite is

established for that day, then the applicable rate will be the Composite for the next preceding day

- for which & composiie is established.

If the Composite shall cease to exist, then the rate would be the composzre which then
most closely resembles the Composite znd/or most closely mirrors the pricing the Lending

Parties would expect if' it had External Funds.
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Section 1.7 Investoent Pool [pferest.

-' Intetesi income releted to External Investments will be calculated daily and allocated
bark to Participanis on the basis of their relative contribution tc the Investment Poel finds on

that date.
Section | .8 Repayment

 Each Participant receiving a loan hereunder shall repay the principal amount of such Ioan,
together with all interest accrued -thereon, on demand and i any event not later than the
expiration dats of SEC autherization for the operation of the Utility Money Pool. All loans made
through the Utility Money Pool may be prepaid by the borrower without premium orpenalty.

Section 1.9 Forrn of Loans tg Participants,

Loans to the Pdrticipants through the Utility Money Pool will be made pursuant to open-
account advances, although any AEPUF or Participant would at al] times be entitled to receive
upon request @ promissory note evidencing the fransaction. Any such pote shall: () be
substantially in the form attached herewith as Exhibit A; (b) be datec as of the date of the initjal
bomrowing; (c) mature on demand or on a date mutually agreed to by the Parties to the
transaction, but in any event not later than the expiration date of the SEC authorization for the
operation of the Utility Money Pool; and (d) be repayable in whole af any time or-in part fom
tirne fo time, without premium or penalty.

ARTICLEIL
DPERATION OF THE UTILITY MONEY POOL

Section 2.1 Operalion,

Operation of the Utility Money Pool, including record keeping and coordination of loans,
will be bandled by AEPSC under the authority of the treasurer or any assistant freasurer of AEP
and/or AEPSC. AEPSC shall be responsible for the determination of all applicable interest rates
and charges to be applied to any loans from the Utility Money Pool and eamings to be applied to
any loans to the Utility Money Pool and/or Investment Pool cufstanding at any time hereunder,
shall maintain records of all advances, interest charges and accruals and interzst and principal
payments for purposes hereof, and shall prepare periodic reports thereof for the Parties. Services
rendered by AEPSC will be “at cost” in accordance with nues of the SEC.

Section 2.2 Certain Costs.

The cost of fees and/or compensating balances paid to banks to maintain credit lines will
be allocated to the Participants on the basis of relative maximum non-coincidental borrowmgs of

the Participants.
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Section 2.3 Event of Defanlt,

' If zny Participant shall geperally not pay its debts as such debts become dua, or shall
“&dmit in writing its inability to pay its debts generally, or shall make a general assigrnment for the
bensfit of ereditors, or any proceeding shall be instituted by or ageinst any Participant seeking to
adjudicate it a bankmupt or insolvent, then AEPSC, on behelf of the Utility Money Pool, may, by
notice to the Participant, terminate the Utility Mone:}' Pool’s commitment to the Participant
and/or declare the unpaid principzl amount of any loans to such Participant, and all imterest
thereon, to be forthwith doe and payable and all such amounis shall forthwith become die and
payzble without presentment, demand, protest or other formalities of any kind, 2]l of which are

hereby expressly waived by the Participant.

ARTICLE IIT
AEP UTILITIES FUNDING LLC

Section 3.1 AEPUF.

AEPUF is a special purpose financing conduit, formed to fimd the Utility Money Pool.
-AFPUF may- obtain funds from external sources or from AEP or ABEP Utlities. AEP, AEF
Utilities and the Operating Companies are also authorized to fund the Utility Money Pocl
through the issuznce of short-term debt AEPUF will have a separate bank account for all Utility
Money Pool funds. AEPUF may issue commercial paper or other short-term debt for the bepefit
of the Utility Money Pool participants and will lend cash proceeds.of the issvance of commercial
paper to each Pearticipant as said Participant’s needs are identified. When AEPUF directly fasues
commercial paper to dealers'to fund the Utility Mopey Pocl, each Operating Company that
borrows from AEPUF must maintain comparable debt ratinps equal to or greater than AEPUF
and maintain reguisite backnp fecilities with one or more financial institutions.

Section 3.2 Loans '

_ AEPUF shall provids the cash proceeds of each issuance of commercial paper or other
short-termn debt fo the Utility Money Pool. The pmceeds of barrowings by AEPUF will not be
loaned to AEP or AEP Utilities, The proceeds of the borrowings of AEPUF will be used to repay
AEPUF’s borrowings or be invested to continue funding the Utility Money Pool.

Section 3.3 Several Liability,

It is expressly agreed that the cbligations of each Participant 1o AEPUF are several and
oot joint and, subject to paragraph 3.4 below, that each Participant shall not be responsible to
AEPUF or any assignee or creditor of AEPUF. for any payment in excess of payments dne under
any Participant’s outstanding note and its pro rafa sbare of other expenses and administrative
costs of AEPUF in connection with its funding of the Utility Money Pool. No Participant will be
liable for the borrowings of any other effiliate undzr the Utility Money Pool.
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Section 3.4 Placement Acents.

- (&)  As a condition precedent to each commercial paper dealer and placement agent
(each, a “Placement Agent”) eniering info a dealer or placement agreement ‘with AEPUT (each
such agreement, a “Placement Agreement™), =ach Participant agrees: (i) to pay all costs,
expenses, liabilities, losses and damages, including labilitles in respect of the AEPUF’s
indemnification obligations under the Placement Agreements (collectively, the “Liabilities™)
which it may incur relating to the offer and sale of AEPUF s commercial paper, the procezds of
which were used to make any Ioan to such Participant under this agreement, and (ii) to pay ifs
Pro Rata Share of all other Liabilities which AEPUF may incur other than any such Liability
which relates to the offer and sele of AFPUF s commercial paper the proceeds of which were
used to make any loan to any other participant in the Utility Money Peol in respect of which such
- other affiliate is obligated to pay the full amount of such Liabilify. As used herein the term “Pro
Rata Share” of any Liability shell mean an amount equal to the product of such Lizbility and a
fraction expressed as a percentage (X} the numersator of which is the average outstanding loans
miade to the Participant during the period from the date which is thres years prior to the date such
Liability is due and payable to the date such Liability is due and payable (the “Determination
Pericd™, and (¥) the denominator of which is the average aggregate outstanding lozns made
diring the Determination Petiod to the Participant and all other Participants which received loans
from AEPUF and which are obligated to pay such Liability in accordance with this provision.

(b) . Each Participant and AEPUF hereby acknowledge and agree that each Placement
Agent js a third-parfy beneficiary of this Article Il and is entitled to the benefits of the
obligations of sach separste Partitipant contained in this Article IIJ end is entitled to bring any
action to enforce such obligations dirsctly against the separate Participant. In the case of any
specific Liability arising out of or in connection with the Placement Agreement, each Parficipant
shall pay the amount of such Participant’s Liability directly to such Placement Agent or as the

Placement Agent directs.

{c) ~ This Article 1T shall not be amend=d or modified without the pror writien
consent of each Placement Agent. The agreements and obligations of each of the Participants set
‘forth in thi§ Article [T shall survive the termination of this Agreement. )

ARTICLEIV
MISCELLANEOUS

Section 4.1 Amendments,

Nb amendment to this Agreement shall be effective unless the same be in writing and
signed by all Parties thereto.
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Section 4.2 Legal Respeonsibility.

Nothing herein contzined shall render AEP or any Party liable for the obligations of any
other Party(ies) hereunder and the rights, obligations and liabilities of AEP and the Partieg are
several in accordance with thelr respective obligations, and not joint.

Section 4.3 Governing Law.

-

This Agresment shall be governed by, and construed in accordance with, the laws of the
.State of New York.

Doc #228237.v11 Daler 12/0/2004 1243 PM




IN WITNESS WHERECF, the undersigned Parties have duly caused this document to be
signed on their behalf on the date first written above by the undersigned thereunto duly

aithonized.

Parficipants:

AMERICAN ELECTRIC POWER COMPANY, INC.

and
AEP UTILITIES, INC.
AEP UTILITY FUNDING LLC
AMERICAN ELECTRIC POWER SERVICE CORPORATION, as

Agent and Participant’

ARP GENERATING COMPANY

AEP TEXAS CENTRAL COMPANY

AEP TEXAS NORTH COMPANY
APPALACHIAN POWER COMPANY
COLUMBUS SOUTHERN POWER COMPANY
INDIANA MICHIGAN POWER COMPANY
KENTUCKY POWER COMPANY
KINGSPORT POWER COMPANY

OHIO POWER. COMPANY
FUBLIC SERVICE COMPANY OF OKLAHOMA
SOUTHWESTERN ELECTRIC POWER COMPANY

WHEELING POWER COMPANY

BLACKHAWK COAL COMPANY

CEDAR COAL COMPANY
CENTRAL APPALACHIAN COAL COMPANY

CENTRAL COAL COMPANY

COLOMET, INC.
CONESVILLE COAL PREPARATION COMPANY

DOLET HILLS LIGNITE COMPANY, LLC
FRANKLIN REAL ESTATE COMPANY
INDIANA FRANKLIN REALTY, INC.

SIMCO, INC.
SQUTHERN APPALACHIAN COAL COMPANY

By: Q%MI: (Qi %MW

Assistant/Treasurer of eagh
of the zbove-list=d companies.
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EXHIBIT A

FORM OF UTILITY MONEY POOL NOTE
TO BE EXECUTED BY BORROWING PARTIES
TO AEP OR OTHER PARTIES -

,20

(the "Bomower"),

FOR VALUE RECEIVED, the undersigned,
heteby promises to pay to the order of (the “Lender”) at its principal
office in , on demand or on , 20__, or st the
ortien of the Bonrower, wiichaver first occurs, but in any event not later than e expiration date
of the BEC suthorization for the operation of the Utility Money Pool, the principal sum s=t forth
on the attachment hereto as "Principal Amount Qutstanding.” This note may be paid in full at
any time or in part from tme to time without premium or penalty. The Principal Amount
Outstanding shall bear interest ai the composite weighied average daily effective cost incurred by
the Lending Parties for External Furds outstanding on that date. If there are no External Funds
outstanding on that date, then the rate would be the CD yield equivalent of the 30-day Federal
Reserve "A2/P2" Non-Financial Commercial Paper Composite Rate (the "Composite™), or if no
Composite is established for that day, then the applicable rate will be the Composite for the next

preceding day for which a Composite is established.

‘This Note shall be govemed by, and constiued and interpreted in accordance with, the
Laws of the State of New York

7 IN WITNESS WHEREOF, the undersigned, pursuant io due ;aurhnﬁzaﬂon, has cansed
this Note to be executed in its name and on its behalf by its duly authorized officer.

{(MName of Borower)

Name:
Title:

. 10
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Principal

Loan . Amount
Date {Repaviment) Cutstanding Rate Intzrest
11

Dog #228237.v171 Dafe: 1292004 1243 PM




