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The Public Utilities Commission of Ohio
180 East Broad Street
Columbus, OH 43215

April 8,2011

Re: OHIO POWER COMPANY

Gentlemen:

Enclosed on behalf of Ohio Power Company are one executed and five conformed copies of an
Application for authority to issue and sell promissory notes, to enter into interest rate management
agreements, to refinance the terms of loan agreements or installment agreements of sale with the

Ohio Air Quality Development Authority and the West Virginia Economic Development Authority
and to enter into one or more credit facilities.

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,
f P s

David C. House
DCH/jl
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Before
THE PUBLIC UTILITIES COMMISSION OF OHIO

............................................

In the Matter of the application of : 3 %g B

OHIO POWER COMPANY : Case No. 11- -EL-AIS -

for authority to issue and sell promissory notes, -

to enter into interest rate management agreements, 5

to refinance the terms of loan agreements or : "%u g ‘%_

installment agreements of sale with the Ohio Air : ) % % |

Quality Development Authority and the West - ‘a“i e n

Virginia Economic Development Authotity andto ~ : @

enter into one or more credit facilities : c 43_ %

............................................ %%
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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 there 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
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(3) 4,000,000 Cumulative Preferred Shares (par value $25) authorized, of
which there were none issued and outstanding.

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 cérnings of the Applicant as of December 31, 2010.

FIFTH: To provide Applicant with necessary capital for the purposes set forth herein,
Applicant proposes, with the consent and approval of your Honorable Commission, to issue and
sell, through May 31, 2012, unsecured promissory notes {“Notes™) in the aggregate principal
amount of up to $300,000,000. The Notes may be issued in the form of either Senior or
Subordinated Debentures {including Junior SuBordinaIed Debentures) or other pfomissory notes.
In addition, Applicant may issue one or more unsecured promissory notes (“AEP Notes™) to its
parent American Electric Power Company, Inc. (“AEP”), provided that the aggregate amount of
Notes and AEP Notes issued will not exceed $300,000,000. The Notes and the AEP Notes will
be issued 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.

The Notes will mature in not less than 9 months and not more than 60 years. The
interest rate of the Notes may be fixed or variable and will be sold by (i) competitive bidding; (i1)
through negotiation with underwriters or agents; or (iii) by direct placement with a commercial
bank or other institutional investor. Any fixed rate Note will be sold by the Applicant at a yield

to maturity which shall not exceed by more than 6.0% the yield to maturity on United States
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Treasury obligations of comparable maturity at the time of pricing. Any variable rate Note will
be sold by the Applicant at a yield to maturity which shall not exceed by more than 6.0% the
yield to maturity on United States Treasury obligations of comparable maturity at the time of
pricing, and the initial interest rate on any variable rate Note will not exceed 8% per annum. Ifit
is deemed advisable, the Notes may be provided some form of credit enhancement, including but
not limited to a letter of credit, bond insurance, standby purchase agreement or surety bond. The
commission payable to agents or underwriters will not exceed 3.5% of the principal amount of
the Notes sold. Applicant will agree to specific redemption provisions, if any, including

redemption premiums, at the time of the pricing. The interest rates and maturity dates of any

- AEP Notes would be designed to parallel the cost of the capital of AEP to comply with any

applicable law or regulation. In addition, the interest rate and maturity parameters governing the
Notes would apply to the AEP Notes.
| In connection with the sale of unsecured Notes, Applicant may agree to restxiﬁtive
covenants which would prohibit it from, among other things: (i) creating or permitting to exist
any liens on its property, with certain stated exceptions; (ii) creating indebtedness except as
specified therein; (iii) failing to maintain a specified financial condition; (iv) entering into certain
mergers, consolidations and dispositions of assets; and (v) permitting certain events to occur in
connection with pension plans. Applicant may permit the holder of the Notes to require
Applicant to prepay them after certain specified events, including an ownership change.
Applicant may have the right to defer payment of interest on the Junior
Subordinated Debentures for up to five years. However, Applicant may not declare and pay
dividends on its outstanding stock if payments under the Junior Subordinated Debentures are
deferred. The payment of principal, premium and interest on Junior Subordinated Debentures

will be subordinated in right of payment to the prior payment in full of senior indebtedness.
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SIXTH: The unsecured Notes (other than Junior Subordinated Debentures) will be issued
under an Indenture dated as of September 1, 1997, as supplemented and amended, or an
Indenture dated as of February 1, 2003, as supplemented and amended, each as to be tfurther
supplemented and amended by one or more Supplemental Indentures, Company Orders or
equivalent documentation. Applicant also may enter into a new Indenture. A copy of the most
recent Company Order utilized by the Applicant is attached hereto as Exhibit B. It is proposed
that a similar form of Company Order, Supplemental Indenture or equivalent documentation be
used for one or more series of the unsecured Notes other than Junior Subordinated Debentures
(except for provisions such as interest rate, maturity, redemption terms and certain administrative
matters).
| The Junior Subordinated Debentures will be issued under an Indenture, dated as
of September 1, 1995, as supplemented and amended, and as to be further supplemented and
amended by one or more Supplemental Indentures or under a new indenture and one or more
Company Orders or Supplemental Indentures having the same basic provisions as those previously
approved by this Commission. A copy of the most recent Supplemental Indenture for Junior
Subordinated Debentures utilized by the Applicant is attached as Exhibit C. It is proposed that a
similar form of Supplemental Indenture be used for one or more series of the Junior
Subordinated Debentures (except for provisions such as interest rate, maturity, redemption terms
and certain administrative matters).

* ¥ &

SEVENTH: Applicant proposes, with the consent and approval of your Honorable

Commission, to utilize interest rate management techniques and enter into Interest Rate

Management Agreements. Such authority will allow Applicant sufficient alternatives and
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flexibility when striving to reduce its effective interest cost and manage interest cost on
financings.

A. Interest Rate Management Agreemenis

The Interest Rate Management Agreements will be products commonly used in

77 46 Y L

today’s capital markets, consisting of “interest rate swaps”, “caps”,

LI 1Y

collars”, “floors™, “options”,
or hedging products such as “forwards” or “futures”, or similar products, the purpose of which is
to manage and minimize interest costs, Applicant expects to enter into these agreements with
counterparties that are highly rated financial institutions. The transactions will be for a fixed
period and a stated principal amount, and may be for underlying fixed or variable obligations of
Applicant.

B. Pricing Parameters

Applicant proposes that the pricing parameters for Interest Rate Management
Agreements be governed by the parameters contained herein, Fees and commissions in
connection with any Interest Rate Management Agreement will be in addition to the above
parameters and will not exceed 1.00% of the amount of the underlying obligation involved.
C. Accounting
Applicant proposes to account for these transactions in accordance with generally
accepted accounting principles.

D Commission Authorization

Since market opportunities for these interest rate management alternatives are
transitory, Applicant must be able to execute interest rate managemént transactions when the
opportunity arises to obtain the most competitive pricing. Thus, Applicant seeks approval to
enter into any or all of the described transactions within the parameters discussed above prior to

the time Applicant reaches agreement with respect to the terms of such transactions.

Doc #414628 v1 Dala; 4#/4/2011 9:15 AM



If Applicant utilizes Interest Rate Management Agreements, Applicani’s annual
long-term interest charges could change. The authorization of the Interest Rate Management
Agreements consistent with the parameters herein in no way relieves Applicant of its
responsibility to obtain the best terms available for the product selected and, therefore, it is
appropriate and reasonable for this Commission to authorize Applicant to agree to such terms
and prices consistent with said parameters.

The authorization which Applicant requests herein to enter into Interest Rate
Management Agreements is consistent with the authority granted by your Honorable
Commission to Applicant in Case No. 02-2629-EL-AIS.

EIGHTH: The issuance of the Notes and the AEP Notes will be effected in compliance
with all applicable indenture, charter and other standards relating to debt and equity securities
and capitalization ratios of the Applicant.

NINTH: All proceeds realized from the sale of the Notes and the AEP Notes by the
Applicant, tﬂgeﬂler with any other funds which may become available to Applicant, will be used
to pay at maturity or refund long-term debt and cumulative preferred stock, to repay short-term
indebtedness used to pay at maturity or refund long-term debt and cumulative preferred stock, to
fund its construction program and for working capital and other corporate purposes.

Applicant proposes to treat any premiums on reacquisition of these or any other
series of long-term indebtedness as an issuance expense of the Notes and all unamortized costs
associated with the series of long-term indebtedness reacquired (e.g., premium, discount,
expense or loss on reacquisition of a prior issue or series), if any, as an issuance expense of the
Notes to be amortized over the life of the Notes. Applicant intends to utilize deferred tax
accounting for the premium expense, in order to properly match the amortization of the expense

and the related tax effect. The authorization which Applicant requests herein regarding iis
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treatment of premium expenses is consistent with the authority granted by Your Honorable
Commission to Applicant in Case No. 02-2629-EL-AIS.

TENTH: The actual cost of the Notes and the AEP Notes will be determined at the time
of the sale or sales thereof. The net effect on revenue requirements resulting from their issnance
will be reflected in the determination of required revenue in rate proceedings in which all factors
affecting rates are taken into account according to law.

Applicant states that the entering into the Interesi Rate Management Agreements
and issue short-term notes and other evidence of indebtedness will be in accordance with the
transition plans for Applicant approved by this Commission in Case No. $9-1730-EL-ETP and
the electric security plan for Applicant approved by this Commission in Case No. 08-918-EL-

S80.

ELEVENTH: There are currently outstanding the following series of pollution control
revenue refunding bonds issued by the West Virginia Economic Development Authority (the
“Authority”) and authorized in previous orders by this Commission for the benefit of Applicant (the
“West Virginia Bonds™):

(i) $65,000,000 West Virginia Economic Development Authority Revenue

Refunding Bonds (Ohio Power Company-Mitchell Project) Series 2008A due
April 1, 2036 [CUSIP No. 95648VAJ8]
(i) $50,000,000 West Virginia Economic Development Authority Revenue
Refunding Bonds (Ohio Power Company-Sporn Project) Series 2008C due
July 1, 2014 [CUSIP No. 95648V AMI1]
The West Virginia Bonds currently pay interest at a daily rate.

TWELFTH: The terms of the West Virginia Bonds provide that they may be converted
from one interest rate mode to another interest rate mode (daily, weekly, commercial paper, long-
term fixed rate, auction rate). While such conversions result in a change in interest rate modes, they

are merely remarketing of the West Virginia Bonds pursuant to the existing terms of the West
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~ Virginia Bonds and are not refundings or reissuances of new securities and do not require

Commission approval.

THIRTEENTH: Applicant requests the authority through May 31, 2012, to refund any or
all of the West Virginia Bonds with refunding bonds (“West Virginia Refunding Bonds™). The West
Virginia Refunding Bonds would bear interest at 2 long-term fixed interest rate, or a variable rate
mode such as a daily, weekly or commercial paper mode. The West Virginia Refunding Bonds
would be reissued pursuant to the indentures under which the current West Virginia Bonds were
issued and under the agreements of sale or loan agreements previously approved by the
Commission or under new indentures, agreements of sale or loan agreements having the same basic
provisions as those previously approved by this Commission.

FOURTEENTH: The price, maturity date(s), interest rate(s) and the redemption provisions

and other terms of each series of West Virginia Refunding Bonds (including the method of

. determining a variable rate of interest) would be determined by the Applicant, the Authority and the

purchasers of such West Virginia Refunding Bonds. The West Virginia Refunding Bonds may be
issued initially with an interest rafe that fluctuates on a weekly, monthly or other basis or on a fixed
rate basis. Applicant reserves the right, from time to time, to convert the West Virginia Refunding
Bonds to other interest rate modes. |
FIFTEENTH: It is contemplated that each series of the West Virginia Refunding Bonds
will be sold pursuant to arrangements with an underwriter or a group of underwriters. Applicant
will not agree, without further Order of this Commission, to the issuance of any series of West
Virginia Refunding Bonds if (i) the stated maturity of any such West Virginia Refunding Bonds
shall be more than 40 years; (ii) the initial fixed rate of interest to be borne by any such West
Virginia Refinding Bonds shall exceed 8% or the initial rate of interest to be bomn by any such West

Virginia Refunding Bonds bearing a variable rate of interest shall exceed 8%; (iii) the discount on
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the proceeds of the issuance of the West Virginia Refunding Bonds will exceed 5% of the principal
amount thereof, and (iv) the initial public offering price of any such West Virginia Refunding Bond
i8 less than 95% of the principal amount thereof. |

SIXTEENTH: If it is deemed advisable, Applicant may provide some form of credit
enhancement for any of the West Virginia Refunding Bonds, such as a letter of credit or surety
bond, or other insurance and Applicant may pay a fee in connection therewith.

SEVENTEENTH: Applicant presently proposes, if market conditions warrant, in
accordance with the terms of the applicable agreements of sale and loan agreements, to formally
request the Authority to issue and sell West Virginia Refunding Bonds to refund the outstanding
West Virginia Bonds.

EIGHTEENTH: All proceeds realized from the sale of the West Virginia Refunding
Bonds, together with any other funds which may become available to Applicant, will be used to
refund the West Virginia Bonds.

NINETEENTH: The actual cost of the West Virginia Refunding Bonds will be determined
at the time of the sale or sales thereof. The net effect on revenue requirements resulting from their
issuance will be reflected in the determination of required revenue in rate proceedings in which all
factors affecting rates are taken into account according to law. The proposed financing will be
made in compliance with the Applicant’s electric transition plan approved by the Commission in
Case No. 99-1730-EL-ETP and the rate stabilization plan for Applicant approved by this
Commission in Case No. 04-169-EL-UNC. Applicant believes that the proposed issuance of the
OAQDA Refunding Bonds will be in the best interests of Applicant’s consumers and investors and

consistent with sound and prudent financial policy.

¥ % *
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TWENTIETH: By Finding and Order dated June 17, 2009 in Case No. 09-394-EL-AIS this
Commission authorized Applicant through May 31, 2010 to, among other things, (i) assume JMG
Funding, Limited Partnership’s (“*JMG™) obligations under loan agreements with the Ohio Air
Quality Development Authority (the “OAQDA™), and (ii) incur obligations in connection with the
refunding of any of the OAQDA Bonds (as defined below). The currently outstanding OAQDA
Bonds consists of four series of pollution control revenue bonds in an aggregate amount of
$218,000,000 issued by the Authority for the benefit of JIMG that currently pay interest at a floating
interest rate (collectively, the “OAQDA Bonds™) and issued as follows:

(1) $54,500,000 State of Ohic Air Quality Development Revenue
Refunding Bonds (MG Funding, Limited Partnership Project) Series
2005 A due January 1, 2029 [CUSIP No. 677525QLA4].
(2) $54,500,000 State of Ohio Air Quality Development Revenue
Refunding Bonds (JMG Funding, Limited Partnership Project) Series
2005 B due July 1, 2028 [CUSIP No. 677525QM2].
(3) $54,500,000 State of Ohio Air Quality Development Revenue
Refunding Bonds (JMG Funding, Limited Partnership Project) Series
2005 C due April 1, 2028 [CUSIP No. 677525Q19].
(4) $54,500,000 State of Ohio Air Development Revenue Refunding
Bonds (JMG Funding, Limited Partnership Project) Series 2005 D
due October 1, 2028 [CUSIP No. 677525QK6].
Effective December 14, 2009, Applicant assumed all of the obligations of JMG, including those
refated to the outstanding OAQDA Bonds.

TWENTY FIRST: The terms of the OAQDA Bonds provide that they may be converted
from one interest rate mode to another interest rate mode (daily, weekly, commercial paper, long-
term fixed rate, auction rate). While such conversions result in a change in interest rate modes, they

are merely remarketing of the OAQDA Bonds pursuant to the existing terms of the OAQDA Bonds

and are not refundings or reissuances of new securities and do not require Commission approval.

: 10
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TWENTY SECOND: Applicant requests the authority through May 31, 2012, to refund
any or all of the QAQDA Bonds with refunding bonds (“OAQDA Refunding Bonds™). The
OAQDA Refunding Bonds would bear interest at a long-term fixed interest rate, or a variable rate
mode such as a daily, weekly or commercial paper mode. The OAQDA Refunding Bonds would be
reissued pursuant to the indentures under which the current OAQDA Bonds were issued and under
the agreements of sale or loan agreements previously approved by the Commission or under new
indentures, agreements of sale or loan agreements having similar provisions as those previously
approved by this Commission.

TWENTY THIRD: The price, maturity date(s), interest rate(s) and the reﬁempﬁon
provisions and other terms of each series of OAQDA Refunding Bonds (including the method of
determining a variable rate of interest) would be determined by the Applicant, the OAQDA and the
purchasers of such OAQDA Refunding Bonds. The QAQDA Refunding Bonds may be issued
initially with an interest rate that fluctuates on a weekly, monthly or other basis or on a fixed rate
basis. Applicant reserves the right, from time to time, to convert the OAQDA Refunding Bonds to
other interest rate modes.

TWENTY FOURTH: It is contemplated that each series of the OAQDA Refunding Bonds
will be sold pursuant to arrangements with an underwriter or a group of underwriters. Applicant
will Vnot agree, without further Order of this Commission, to the issuance of any series of OAQDA
Refunding Bonds if (i) the stated maturity of any such OAQDA Refunding Bonds shall be more
thar; 40 years; (ii) the initial fixed rate of interest to be borne by any such OAQDA Refunding
Bonds shall exceed 8% or the initial rate of interest to be born by any such OAQDA Refunding
Bonds bearing a variable rate of interest shall exceed 8%; (iii) the discount on the proceeds of the

issuance of the OAQDA Refunding Bonds will exceed 5% of the principal amount thereof; and (iv)
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the initial public offering price of any such OAQDA Refunding Bond is less than 95% of the
principal amount thereof.

TWENTY FIFTH:  If it is deemed advisable, Applicant may provide some form of credit
enhancement for any of the OAQDA Refunding Bonds, such as a letter of credit or surety bond, or
other insurance and Applicant may pay a fee in connection therewith.

TWENTY SIXTH: Applicant presently proposes, if market conditions warrant, in
accordance with the terms of the applicable agreements of sale and loan agreements, to formally
request the Authority to issue and sell OAQDA Refunding Bonds to refun& the outstanding
OAQDA Bonds.

TWENTY SEVENTH: All proceeds realized from the sale of the OAQDA Refunding
Bonds, together with any other funds which may become available to Applicant, will be used to
refund the OAQDA Bonds.

TWENTY EIGHTH: The actual cost of the OAQDA Refunding Bonds will be determined
at the time of the sale or sales thereof. The net effect on revenue requirements resulting from their
issuance will be reflected in the determination of required revenue in rate proceedings in which all
factors affecting rates are taken into account according to law. The proposed financing will be
made in compliance with the Applicant’s electric transition plan approved by the Commission in
Case No. 99-1730-EL-ETP and the rate stabilization plan for Applicant approved by this
Commission in Case No. 04-169-EL-UNC, Applicant believes that the proposed issuance of the
OAQDA Refunding Bonds will be in the best interests of Applicant’s consumers and investors and

consistent with sound and prudent financial policy.

* ok ¥
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TWENTY NINTH: Certain of Applicant’s pollution control bonds (collectively, the
“Bonds™) currently are supported by letters of credit issued under a various credit agreements
substantially similar to the credit agreement, dated as of April 4, 2008, as amended, among
Applicant, AEP Téxas Central Company (“TCC™), AEP Texas North Company (“TNC”), AEP,
Appalachian Power Company (“*APCo™), Columbus Southern Power Company (“CSPCo™),
Indiana Michigan Power Company (“I&M”), Kentucky Power Company (“KPCo™), Public
Service Company of Oklahoma (“PSO”), and Southwestern Electric Power Company
(“SWEPCo0™), the banks, financial institutions and other institutional lenders listed on the
signatures pages hereof as lenders, and JPMorgan Chase Bank, N.A_, as administrative agent for
the lenders and the LC issuing banks (“Existing Credit Agreement”). The Existing Credit
Agreement matured on April 4, 2011. In the event the Bonds are remarketed with any such
ctedit enhancement, the terms of the Bonds would continue to meet the interest rate and other
parameters set forth in the orders authorizing such Bonds.

Because of the historical spread between long-term fixed interest rates and short-
term rates, all or a portion of the Bonds may be remarketed with an interest rate that fluctuates on
a weekly, monthly or other basis, as determined from time to time by Applicant. Applicant
would reserve the option to remarket any variable rate Bonds at a later date to other interest rate
modes, including a fixed rate of interest. Bonds that bear interest at a variable rate (the “Variable
Rate Bonds™) also may be issued subject to tender by the holders thereof for redemption or
purchase. In order to provide funds to pay the purchase price of such tendered Variable Rate
Bonds, Applicant would enter into one or more Remarketing Agreements with one or more
remarketing agents whereby the remarketing agent would use its best efforts to remarket such
tendered Variable Rate Bonds to other purchasers at a price equal to the purchase price of such

Variable Rate Bonds, which will be 100% of the par amount of such Variable Rate Bonds. Thus,
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to the extent Variable Rate Bonds are issued, the documentation will be similar to previous
Bonds that were issued with a variable interest rate and it is expec}:ed that the fees of the
remarketing agent will be approximately 25 basis points.

Also, in the event that Variable Rate Bonds are issued, Applicant may enter into
one or more new liquidity or credit facilities (the “Bank Facility”) with a bank or banks (the
“Bank™) to be selected by Applicant. The Bank Facility would be a credit agreement designed to
provide Applicant with immediately available funds for general corporate purposes, including
making payments with respect to any Variable Rate Bonds that have been tendered for purchase
and not remarketed or allow Applicant to obtain letters of credit. Pursuant to the Bank Facility,
Applicant may be required to execute and deliver to the Bank a note (the “Bank Facility Note™)
evidencing Applicant’s obligation to the Bank under the Bank Facility.

In order to obtain terms and conditions more favorable to Applicant than those
provided in the Bank Facility or to provide for additional liquidity or credit support to enhance
the marketability of the Variable Rate Bonds, Applicant may desire to be able to replace the
Bank Facility with (or to initially use) one or more substitute liquidity support and/or credit
support facilities (the instrument providing the liquidity support and/or credit support and any
subsequent replacement support facility thereof, including any replacement facility which would
replace a replacement facility, is hereinafter referred to as a “Facility”) with one or more banks,
insurance companies or other financial institutions to be selected by Applicant from time to time
(each such financial institution hereinafter referred to as a “Facility Provider”). A Facility may
be in the nature of a letter of credit, revolving credit agreement, standby credit agreement, bond
purchase agreement or other similar arrangement designed to provide liquidity and/or credit
support for the Variable Rate Bonds. It is contemplated that, in the event the Variable Rate

Bonds are remarketed with interest at a fixed rate to maturity, the Bank Facility (if not already
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replaced or terminated) or, if applicable, the Facility (unless earlier terminated) may be
terminated, in whole or in part, following the date of conversion of such series of Variable Rate
Bonds. The estimated cost of the financing does not include expenses incurred for entering into
any Facility; however the impact on the overall cost of the financing is expected to be up to 300
basis points.

In connection with any Facil_ity, Applicant may enter into one or more credit or
similar agreements (“Credit Agreements™) with the Facility Provider or providers of such
Facility, which would contain the terms of reimbursement or payment to be made by Applicant
to the Facility Providers for amounts advanced by the Facility Providers under the particular
Facility. Depending on the exact nature of a Facility, Applicant may be required to execute and
deliver to the Facility Provider a promissory note (each such note hereinafter referred to as a
“Facility Note™) evidencing Applicant’s repayment obligations to the Facility Provider under
the related Credit Agreement; and the Trustee under the Indenture for the Variable Rate Bonds
may be authorized, upon the terms set forth in such Indenture and any Credit Agreement, to draw
upon the Facility for the purpose of paying the purchase price of Variable Rate Bonds tendered
or required to be tendered for purchase in accordance with the terms of the Indenture which are
not remarketed by the remarketing agent as provided in the remarketing agreement and/or for the
purpose of paying accrued interest on the Variable Rate Bonds when due and paying principal,
whether at maturity, on redemption, acceleration or otherwise.

The terms of each Facility, each Credit Agreement and each Facility Note would
be negotiated by Applicant with the respective Bank or Facility Provider and would be the most
favorable terms that can be negotiated by Applicant. The aggregate outstanding principal
amount of the obligations of Applicant at any time under the Facility and the Credit Agreements

and related notes set forth in the immediately preceding sentence will not exceed the original
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aggregate principal amount of the Bonds plus accrued but unpaid interest and premium, if any, _
on such Bonds.

WHEREFORE: Applicant prays for authority from your Honorable Commission (i) to issue
unsecured promissory notes (including AEP Notes) in the manner set forth herein in one or more
new series, with a maturity of not less than 9 months and not more than 60 years in principal
amounts of up to $300,000,000, in one or more series, and to apply the proceeds of the sale thereof,
all as proposed and described in this Application; (ii) to enter into Interest Rate Management
Agreements within the parameters proposed and described in this Application; (iii) to consummate
and carry out the transactions proposed herein with respect to the refinancing of the terms of
Applicant’s installment agreements of sale and loan agreements with the West Virginia Economic
Development Authority for the West Virginia Refunding bonds, all as proposed and described in
this Application; (iv) to consummate and carry out the transactions proposed herein with respect to
the refinancing of the terms of Applicant’s installment agreements of sale and loan agreements with
the Ohio Air Quality Development Authority for the QAQDA Refunding Bonds, all as proposed
and described in this Application; and (v) to enter into one or more Bank Facilities, Facilities or
Credit Agreements.

Applicant prays for all other and further relief necessary and appropriate in the
premises.
Respectfully submitted this 8™ day of April, 2011.

OHIO POWER COMPANY

By %ﬁQ}‘fﬁ

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.

>
— ublic

My s$sion expires

Dated: April 8, 2011
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EXHIBIT A
Financial Statements of Applicant as of December 31, 2010
EXHIBIT B

Form of Company Order relating to issuance of unsecured Notes other than Junior
Subordinated Debentures '

EXHIBIT C

Form of Supplemental Indenture relating to issuance of Junior Subordinated Debentures

Doc #414628.v1 Datle: 4/4/2011 9:15 AM



' 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

Other Revenues — Nonaffiliated

TOTAL REVENUES -
_ EXPENSES _

Fuel and Clther Consumables Used for Elccmc Gcnmnon
Purchased Electricity for Resale .

Purchased Electricity frorn AEP Afﬁhates

Other Operation’ :

Maintensnce

Depreciation and Amortization

Taxes Other Than Income Taxes

TOTAL EXPENSES

OPERATING INCOME

Other Eiddrﬁc"(Expéﬁse)': o

Interest Income . . ‘ _
Canrying Costs Income - ‘ co
Allowance for Eqmty Funds Used Dum:g Coustrucnon
Interest Expense " o L
INCOME BEFORE INCOME TAX EXPENSE -

Income Tax Expense

NETINCOME-

Less: Net Income Attributable to Noncontrolling Tnterest

NET INCOME ATTRIBUTABLE TO OPCo SHAREHOLDERS

Less: Preferred Stock Dividend Requ:.rements v

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,

ok L+ A

2010 2009 2008
'$ 2,159,206 '$ 1,941,257 '$ 2,116,797
1,025923 1,034,290 940,468
21,069 - 23,457 20,732
17509 112,570 183.937
3223707 - 3011574 __3.006934
1,088,588 . 988,520 1,190,039
180,721 178123 ¢ 175429
93971, . 74598 . 140686
446,264 386323 - 414,945
238356 . 224430 213431
361,728° -~ “"352,068° ° - 273,720
206277 194310 __ 192734
2615905 " :2,398381. . 2,601,884
S07,802 '613;193 7 495’,‘050'-
1,648 a6 5515,_,'
723,630 © 10,698 16,309 -
387 2,712, 3,073
S (156107 (152.950) - (173.870)
480,850 - 475;0891 341,077
169457 166474 1 114,622
Coo311,3930 0 308,615 - 232,455
= 2,042 01332
©1Ui310,3030 306,573 - 231,123
. 732 . ‘:::732?; R 732




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

" For the Years Ended December 31, 2010, 2009 aand 2008

(in thousands)
OPCo Common Shareholder
Accumulated
Other
Common  Paid—in Retained Comprehensive Noncontrolling
_Stock _ Capital _Famings Income (Toss) ___Interest Total
TOTAL EQUITY — DECEMBER 31,2007 §321,201 § 336,640 $1,469.717 § {36,541) § - 15923 $2306940
Adoption of Guidance for Spht-DoHar PR
Life Insurance -+~ - e
Accounting, Net of Tax of $1 004 , (1 864) (1,864)
Adoption of Gmdancc for Fau' Value A . MR
Accounting, - ) :
Net of Tax of$152 (282) , e e (282;
Comimon Stock Dividends — Nonaffilated : : - 1,332y e {1,332
. Preferred Stock Pividends _ (732) . (732)
Other Changes in Equity o T mnt s LU BTIE L RTE
SUBTOTAL EQUITY L L. 2303606
OMPREHENSIVE INCOME
Other Comprehenswe Income (Lnss) th
of Taxes::
Cash FIGW Hedges th of Tax of
51,343 2,493
* Amortization of Pensmn and OPEB AR
- Deferred Costs, " IR s o
Net of Tax of$1 515 . 2,813 ,
- Peénsion and OPEB Funded Status, - S gz
Net of Tax of $55 259 o {102,623} (102,623)
NET INCOME - Iy 231,123 PR ©1,332°.0.7232 455
TOTAL COMPREHEN IVE INCOME _135, 138
TOTAL EQUITY DECEMBER 31 2008 321,201 536,640 1,697,962 (133,858) 16,799 2 438 744
Capltal Contnbutmn from Parent ) : 550,000 L 550 000
Common Stock Dividends — Affiliated =~ - R -2 (95,000 (95 000)
Common Stock Dividends — NDna.ﬂihated _ (2 042) . (2 ,042)
Preferred Stock Dividends . : T - o s (78D) “ s (73)
Purchase of IMG 36,509 . _ (17 910) _ 18 599
OtherChangesmEqulty : - SEEN N § 3 1,111
SU'BTOTAL EQU'ITY . ‘ o . 2,910,680
COMPREHENSIVE ]NCOME
Other Comprehenswe Income Net of
Taxes: -+ -
Cash Flow Hedges, Net of Tax of
54,392 ~ 8,156 o o ,8,156
" Aimortization of Pensmn and OPEB o e
" Deferred Costs, - [
. Net of Tax of $3 421 6,353 , , 6 353
Penswn and OPEB F:mded Status, Net . LE ;,'_‘; S
of Tax of $480 -~ - 81 - . 89i
N'ET INCOME o 306,573 2 042 308,6]5
TOTAL COMPREHENSIVE INCOME - - 324015
“TOTAL EQUITY “DECEMBER 31,2009 321,201 1,123,149 1,908,803 (118,458) T = 3,234,605
Cormon Stock Dividends (366,575) ' S - ‘*(366,57
Preferred Stock Dividends (732) , (732
Gain on Reacquired Preferred Stock 4 : B S i 4,
SUBTOQTAL — EQUITY 2,862,392



COMPREHENSIVE INCOME _
Other Comprehensive Income (Loss), Net ©
of Taxes: ' o

Cash Flow Hedges, Net of Tax of 3659 S (1,223) (1,223)
Amortization of Pension and OPEB S . o - :
Deferred Costs, : ' '
. Net of Tax of §3,795 o 1,047 ‘ . 1.047
Pension and OPEB Funded Status, Ne : ' R o . e
of Tax of $8,715 : : . (16,185) ; (16,185)
NET INCOME 311,353 _ . 311.393
TOTAL COMPREHENSIVE INCOME o L 301,032

TOTAL EQUITY - DECEMBER 31, 2010 $£321.201 $L123.053 $1.852.880 & . (I28819) § - $3]68.424
See N(l)tcs to Financial Statements of Registrant Subsidiaries beginning on page 246,
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OHIO POWER COMPANY CONSOLIDATED
CONSOLIDATED BALANCE SHEETS

ASSETS
December 31, 2010 and 2009
(in thousands)
2010 - 2009
CURRENT ASSETS

Cash and Cash Equivalents : o § - 440 % © 1934
Advances to Affiliates 100,500 . 438352
Accounts Receivable: R R
Customers 86,186 60,711

Affiliated Compames 198,845 200,579

Accrued Unbllled Reveuues 27 928 .15,021
Miscellancous - ' ‘ ~ 2,368 - 2,701
Allowance for Uncollect:lble Accounts . (2.184) 2. 665)

© Total Accoumts Réceivable - _ 313,143 .. 276347:
Fuel : 257,289 336,866
Materials and. Supphcs T 134,181 115,486 ¢

Risk Management Assets . 3073 50,048
Accrued Tax Benefits © "'~ 69,021 T 143,473

Prepayments and Other Current Assets 33,998 26 301
TOTAL CURRENT ASSETS- . S 939345 1,388,857

T _ PROPERTY, PLANT AND EQUIPMENT .~

Electuc R e e _

" Géneration ™ ‘6,890,110 6,731,469
Transm351on s - 1,234,677 . . 1,166,357
Distribution " -~ ’ 1626,390 1,567,871
Other Property, Plant and Eqmpment .. 359254 3&8,718‘ .
Construction Work in Progress: 153,119+ 198,843

Total Property, Plant and Equipment . 10,263,541 10 013,458
Accumnlated Depreciation and Amorfization . : © 3,606,777 3.318.896"
TOTAL PROPERTY PLANT AND EQU]PMENT NET 6.656.764 _ 6694562

OTHER NONCURRENT ASSETS . .

Regulatory Assets = 57934011 70 742,905

Long~term Risk Management Assets o . 28,012 28,003
Deferred Charges and Other Nonciirent Asséts 189195 - - 184,812

! 151 218 955,720

TOTAL OTHER NONCURRENT ASSETS
TOTAL ASSETS

See Notes to Financial Statements of Registrant Subsidiaries beginning on page 246,
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OHIO POWER COMPANY CONSOLIDATED
CONSOLIDATED BALANCE SHEETS
LIABILITIES AND EQUITY
December 31, 2010 and 2009

CURRENT LIARTLFTTES

Accounts Payable:
General -
Affiliated Companies
Long—term Debt Due Within One Year - Nonaffiliated
Risk Management Liabilities .
Customer Deposits
Accrued Taxes
Accrued Interest
Other Current Liabilities
TOTAL CURRENT LIABILITIES.

_“NONCURRENT LIABILITIES

Long—lnnn cht Nonaﬁ'lltatcd
Long+term Debt — Affilisted ceEs

Long—term Risk Management Llabmnes

Deferred Income Taxes. -

Regulatory Liabilities and Deferred Investment Tax Credlts
Employee Benefits and Pension Obligations - '
Deferred Credits and Other Noncurrent L:abdittcs

TOTAL NONCURRENT LIABILITIES .

Cumulative Preferred Stock Not Subject to Mandatory Redemption . .- -

Rate Matiérs (Note 4y ‘ -
Commltmcnts ancl Contmgcncws (Note 6)

CONMON SHAREHOLDER‘S EOU]TY
Common Stock —No Par Value: © = . -
Authorized — 40,000,000 Shates
- Qutstanding — 2‘? 952 ,473 Shares
Pald—m Capital o
Retained Eammgs
Accumulated Other Comprehenswe Income (Loss)

TOTAL COMMON SHAR_EHOLDER’S EQUITY
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY "o .o
See Notes to Financial Statements of Registrant Subsidiaries beginning on page 246.
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2010 2009
(in thousands)

$ 170240 § 182,848

136215 92,766,
165000 679,450
22,166 . 24,391
28,228 22,409
220253 . 203,335
46184 46431

_9B6RT 104380
- 895973 _-1.356519

2,364,522 .‘.f_ 2363, 055

200,000 - 200,000 -

. 8,403 12, 510
1,531,639 1 302, 939 -
126,403, . . 128,187

- 246,517 269 485

. __ 188330 .155,122
4666314 4431298

5562287 ° 5787 817

16616 L 16.627

321,201 1321201
1,123,153 . 1,123,149
1, 18528801 908,803~
(128, 819) (118, 458)

_.3,168424" ;. 3,234,695
© §R747307 ° § 9030139:




QHIO POWER COMPANY CONSOLIDATED
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31, 2010, 2009 and 2008

{in thousands)
2010 2000 2008
OPERATING ACTIVITIES _ o _
Net Incoma : ' o $§ 311393 F 308615 § 232455
Adjustments to R.econc:le Net Income to Net Casb Flows from Operatmg
Activities: . o . . o \ o .
DepreclatlouandAmortlz.atlon R P ’ 361,728 . 352,068 - 273720
Deferred Income Taxes , _ , , 218246 382794 42717
Carrying Costs Income =~ © ' : o (23,630) . (10,698) - 7 (16,309)
Allowance for Equity Funds Usec[ During Construcnon . . 3,877y @712y, (3,073)
Mark—to—Market of Risk Management Contracts s - - 13,444 - (5486 - (13,839
Pcnsmn Conmbuuons 0 Quahﬁed Pla.u Trust , o : o (51,641) - ... T
]iserty Taxes - 7 Ll s (6,861) 0 (T el (5,507
Fue OverrUnder*Recove;y, th o ‘ . . (153 643) (297 370y ... T
Change in Other Noncurrent Assets -« - S 32000 4913 17 (48,653)
Change in Other Noncurrent Liabilities = . S o (6 418)._ 35 130 L (10 445)
Changes in Certain Oomponents of Worlcmg Capltal o e L S
Accounts Receivable, Net o X o o (38 066),; , (29,927).___" 5 104,
Fuel, Matérials and Supphes R S ‘ LT 64,801 (155,557T) {89 058)
Ag:coun_ts]‘ayablt L e ) L, 3060 (121117 ,,,:12_6716 -
Customier Deposits - 00 Jn 000 T T e ST 5R19 0 (1,924) 55 (6,280)
Accrued Taxes, Net = =~ . . ‘ _ I ¢ 476 (119428) {11,210},
Other Currerit Assets =~ -2~ 0 %~ o T, 310}9--= S BTT- 0 {10,T30)
Other Current Llablhtles , , L (1.914) (13.835) 20269
Net Cash Flows EromOperanngAc‘nvntles R e 821 R0 5 321034 T 4B5 877
' Consu-ucnon Expmdlmres e _ ‘ A L (276,736) ,.7{417 601) , (706,315},
Chﬂngemhdvances toAfﬁ]lates, Net - oc0 7 0 00 e 337852 TU(438,352) :
Acquisitions of Assets e o R ‘ (5 (}59) (L1972 033}_
Proceeds from Sales of Asséts'’ T ST FIT211 0 e 3R.6407 T Ph 8293 .
Other Investing Activitics , o ( 136) 5.529 J_J34)_
NetCashFlowsﬁnm([Isedfor)InvesﬁngAcnwues S L 3 2 (B12.981) T (F01L789)
L . FINANCING ACTIVITIES S R
Capltal Contnbutlon from Parent = o o T . 550,000 et e
Issuance’of Long—tetm Debt — Nonaffiliated =~ - 7 ‘ S 202,380 493,775 491,204
Change in Short—term Debt, Net -~ Ncmafﬁhated L L e T T (701)
Chénge in Advances from Affilistes, Net: e e TS 133,887) 32,339
Retirement of Lor.g—tenn Debt — Nonatﬁhated . o W _ (718 580) (295 500),_ (305,_1__88)
Principal Payments for Capital Lease. Obhganons o o (7 447) (4 271) (5 736)
Dividends Paid on Common Stock — Nonaffiliated- -~ 7~ .- e S (2,042) 0 T (l 332)
Dividends Paid on Common Stock — Affiliated o o (366 575) L (95 000y .
Dividends Paid on Cumulative Preferred Stock - - ‘ I (732)"’ (732 (‘732}
Acquisition of JMGNonconu‘ollmgInterest L _ ) L e [28 221y L=
Other Financing Activitiés. = " N T B - 502) T (2.869) 712,071
th Cash Flows from (Used for) Fmancmg Actwmes ( 896 463) 481 252 22 1,22
th lncrease (Decreasc) in Cash and Cash Bqu:valents o ; . (1 544) L (10 695) 6, 013 ‘
Cash and Cash Equivalents at Beginning of Period ™ o o 1eeA 12678 Lt 6666

Cash and Cash Equwalents at End of Penod _ e 440 31934 ﬁ 12,679

SUPPLEMENTARY INFORMATION

Cash Paid for Interest, Net of Capitalized Amounts = : 8 154,744 0% V147573 -8 - 144790
Net Cash Paid (Received) for Income Taxes o S (1 15 073) (62,704) 100,430
Noncash Acquisitions Under Capital Léases -+ -~ - - 23 736 22,388 S -3910
Noncash Acquisitions of Coal Land Rights . o = 41,600
Construction Expendjtu:cs Included in Accounts Paysble at December 31, 17,710 S ot29929 - 33,177
SIA Refund Iucluded in Accounts Payable at Deoember 31, , = .o 604s

See Nates o0 Fmancml Statements of Reglstra.ut Subs ld.l.al'les begu:mm g on page 246.



Bxdabit £3 »
November 16, 2005 |

Company Order and Officers” Certificate
5.30% Senior Notes, Series J, due 2010

Deuntsche Bank Trust Company Americas
60 Wall Street '
New York, NY 10005

Ladies and Genflemen:

Pursuant to Article Two of the Indenture, dated as of September 1, 1997 (as it may be
amended or supplemented, the “Indenture”), from Ohio Power Company (the “Company™) to
Deutsche Bank Trust Company Americas, as trustes (the “Trustee”), and the Board Resolutions
dated June 23, 2005, a copy of which certified by the Secretary or an Assistant Secretary of the
Compeny is being delivered herewith under Section 2.01 of the Indenture, and unless otherwise
provided in a subsequent Company Order pursuant to Section 2.04 of the Indenture,

1. The Company’s 5.30% Senior Notes, Series I, dus 2010 (the “Notes™) are
hereby established. The Notes shall be in substantially the form aftached hereto as Exhibit 1.

2, The terms and characteristics of the Notes shall be as follows (the numbered
clauses set forth below corresponding fo the numbered subsections of Section 2.01 of the
Indenture, with terms used and not defined hetein having the meanings specified in the

Indenture):

@ the aggregate principal amount of Notes which may be authahﬁcatcd and
delivered under the Indenture shall be limited to $200,000,000, except as
contemplated in Section 2.01 of the Indenfure;

(i)  the date on which the principal of the Notes shall be payable shall be
November 1, 2010;

(i} interest shall accrue from the date of authentication of the Notes; the
Interest Payment Dates on which such interest will be payable shall be May 1 and
November 1, and the Regular Record Date for the determination of holders fo
whom interest is payable on any such Interest Payment Diate shall be April 15 and
October 15, respectively; provided that the first Interest Payment Date shall be
May 1, 2006 and interest payable on the Stated Maturity Date or any Redemption

Date shall be paid to the Person to whom principal shall be paid;

(iv)  the interest rate at which the Notes shall bear interest shall be 5.30% per
annum;
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(v)  the Notes shall be redeemable at the option of the Company, in whole at any
time or in part from time to time, Upon not less than thirfy but not more than sixty
days’ previous notice given by mail to the registered owners of the Notes at a
redemption price equal to the greater of () 100% of the principal emount of the
Notes being redeemed and (ii) the sum of the present values of the remaining
scheduled payments of principal and interest on the Notes being redeemed
(excluding the portion of amy such interest accrued to the date of redemption)
discounted (for purposes of determining present value) to the redemption date on a
semi-annual basis (assuming a 360-day year consisting of twelve 30-day months) at
the Treasury Rate (as defined below) plus 15 basis points, plus, in each case, accrued

interast thereon 1o the date of redemption.

“Treasury Rate” means, with respect to any redemption date, the rate per
annum equal to the semi-annual aquivalen‘t yield to maturity of the
Comperable Treasury Issue, assuming a price for the Comparable
Treasury Issue (expressed as a percentage of its principal amount) equal
to the Comparable Treasury Price for such redemption date.

“Comparable Treasury Issue” means the United States Treasury security
selected by an Independent Investment Banker as having a maturity
comparable to the remaining term of the Notes that wonld be utilized, at
the time of selection and in accordance with customary financial

practice, in pricing new issues of corporate debt securities of comparable
maturity to the remaining term of the Notes.

“Comparable Treasury Price” means, with respect to any redemption
date, (i) the average of the Reference Treasury Dealer Quotation for

such redemption date, after excluding the bighest and lowest such
Reference Treasury Dealer Quotations, or (ii) if the Company obtains
fewer than four such Reference Treasury Dealer Quotations, the average

of all such quotations.

“Independent Investment Banker” means one of the Reference Treasury
Dealers appointed by the Company and reasonably acceptable to the

Trustze,

“Reference Treasury Dealer” mezns a primary U.S. government
securities dealer in New York City selected by the Company and

reasonably acceptable to the Trustee.
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“Reference Treasury Dealer Quotation” means, with respect to the
Reference Treasury Dealer and any redemption date, the average, as
determined by the Trustee, of the bid and asked prices for the
Comparable Treasury Issue (expressed in each case s a percentage of ifs
principal amount) quoted in writing to the Trustee by such Reference
Treasury Dealer at or before 5:00 p.m., New York City time, on the third

Business Day preceding such redemption date.

(vi) (a) the Notes shall be issued in the form of a Global Note; (b) the Depositary for
such Global Note shall be The Depository Trust Company; and {c) the procedures
with respect to {ransfer and exchange of Global Notes shall be as set forth in the

form of Note aitached hereto;

(vii) the title of the Notes shall be “5.30% Senior Notes, Seties I, due 2010

(viii) the form of the Notes shall be as set forth in Paragraph 1, above,
(ix)  notapplicable; |
(x)  the Notes may be subject to a Periocﬁ'c Offering; -
(xi)  not applicable;
(xii) notapplicable;
(xdit) not applicable;

(xiv) " the Notes shall be issuable in denominations of $1,000 and any integral
multiple thereof;

(xv) ot applicable; |
{(xvi} the Notes shall not be issued as Discount Securifies;

(xvi1) not applicable;

{xviii) not applicable; and

(xix) Limitations on Liens:
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So long as any of the Notes are outstanding, the Company will not create or suffer to be
created or to exist any additional mortgage, pledge, security interest, or other lien (collectively
“Liens™) on any of the Company’s utility properties or tangible assets now owned or hereafter
acquired to secure any indebtedness for borrowed money (“Secured Debt™), without providing
that such Notes will be similarly sectwed. This restriction does not apply to the Company’s
subsidiaries, nor will it prevent any of them from creating or permitting o exist Liens on their
property or assets to secure any Secured Debt. In addition, this restriction does not prevent the

creafion or existence of:

= Liens on property existing at the time of acquisition or construction of such
property (or created within one year after completion of such acquisition or
construction), whether by purchase, merger, construction or otherwise, or to
secure the payment of all or any part of the purchase price or constiuction cost
thereof, including the extension of any Liens to repairs, renewals, replacements
substitutions, bettermnents, additions, extensions and LUJPIOVﬂmBntS the:n or

thereafier made on the property subject thereto;
» Financing of the Company’s accounts receivable for electric service;

» Any extensions, renewals or replacements (or successive extensions, renewals or °
replacements), in whole or in part, of liens permiited by the foregoing clauses;

and

The pledge of any bonds or other securities at any time issued under any of the
Secured Debt permitted by the above clauses. ‘

In addition fo the permitted issuances above, Secured Debt not otherwise so permitted
may be issued in an amount that does not exceed 15% of Net Tangible Assets as defined below.

“Net Tang:ble Assets” means the total of all assets (including revaluations thereof as a
result of commercial appraisals, price ‘level restatement or otherwise) appearing on the
Compeny’s balance sheet, net of applicable reserves and deductions, but excluding goodwill,
trade names, trademarks, patents, unamortized debt discount and all other like intangible assets
(which term shall not be construed to include such revaluations), less the aggregate of the
Company’s current liabilities appearing on such balance sheet. For purposes of this definition,
the Company's balance sheet does not include assets and habilities of its subsidiaries.

This restriction also will not apply to or prevent the creation or existence of leases made,
or existing on property acquired, in the ordinary course of business.
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3. You are hereby requested to authenticate $200,000,000 aggregate principal
amount of 5.30% Senior Notes, Series J, due 2010, executed by the Company and delivered
fo you concurrently with this Company Order and Officers’ Certificate, in the manner

provided by the Indenture.

4, You are hereby remlestcd to hold the Notes as custodian for DTC in
ac.cordanca with the Blanket Issuer Letter of Representations dated July 9, 2003, from the
Company tn DTC.

5. Concurrently with this Company Order and Officers’ Certificate, an Opinion
of Counsel under Sections 2.04 and 13.06 of the Indenture is being delivered to you.

6. The undersigned Stephan T. Haynes and Thomas G. Berkemeyer, the
Assistant Treasurer and Assistant Secretary, respectively, of the Company do hereby certify

that:
i we have rcad the relevant portions of the Indenture, including without
limitation the conditions precedent provided for therein relating to the action

proposed to be taken by the Trustee as requested in this Company Order and
Officers” Certificate, and the definitions in the Indenture relating thereto; -

(i)  we bave read the Board Resohtions of the Company and thé Opinion of
Counsel referred to above;

(i)  we have conferred with other officers of the Company, have axamined such
records of the Company and have made such other investigation as we deemed

relevant for purposes of this certificate;

(iv)  in our opinion, we have made such examination or investigation as is
necessary to-enable us 1o express an informed opinion as to whether ornot such
condmons have been complied with; and

(v)  on the basis of the foregoing, we are of the opimion that all conditions
precedent provided for in the Indentire relating to the action proposed to be taken by
the Trustee as requested herein have been complied with.
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Kindly acknowledge receipt of this Company Order and Officers’ Certificate, including the
documents listed herein, and confirm the arrangements set forth herein by signing and returning the

copy of this document atached herefo.

Very fruly yours,
OHIO POWER. COMPANY

By:

Assistanf Treasurer

And:

Assistant Secretary

Acknowledged by Trustee:
DEUTSCHE BANK TRUST COMPANY AMERICAS

By:

Axrthorized Signatory
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Exhibit 1

Unless this certificate is presented by an authorized representative of The Depository Trust
Company (55 Water Street, New York, New York) to the issuer or its agent for registration of
transfer, exchange or payment, and any certificate to be issued is registered in the name of Cede &
Co. or in such other narne as is requested by an anthorized representative of The Depository Trust
Company and any payment is made to Cede & Co., ANY TRANSFER, PLEDGE OR OTHER
USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL
inasmuch as the registered owner hereof, Cede & Co., has an interest herein, Except as otherwise
provided in Section 2.11 of the Indenture, this Security may be transferred, in whole but not in part,
only to another nominee of the Dcpos1t0ry of to a successor Deposifory or to 2 nomines of such

successor Depository.

No. Rl

OHIO POWER COMPANY
5.30% Senior Notes, Seriez J, due 2010

CUSIP: 677415 CK 5 Original Issue Date: November 16, 2005

Stated Maturity: November 1, 2010 Interest Rate: 530%

Principal Amount: $200,000,000

. Redeemable: Yes X No
In Whole: Yes X No
In Part: Yes X No

OHIO POWER COMPANY, a corporation duly organized and existing under the laws of
the State of Ohio (herein referred to as the "Company", which term includes any snccessor
corporation under the Indenture hereinafler referred to), for value received, hereby promises to pay
to CEDE & CO. or registered assigns, the Principal Amount specified above on the Stated Mamzity.
‘specified above, and to pay interest on said Principal Amount from the Original Issue Date specified
above or from the most recent interest payment date (each such date, an "Interest Payment Date") to
which interest has been paid or duly provided for, semi-annually in arrears on May | and November
1 in each year, commencing on May 1, 2006, at the Interest Rate per annum specified above, until
the Principal Amount shall have been paid or duly provided for. Inferest shall be computed on the

basis of a 360-day year of twelve 30-day months,

The interest so payable, and punctually paid or duly provided for, on any Inferest Payment
Date, as provided in the Indenture, as hereinafiter defined, shall be paid to the Person in whose name
this Note (or one or more Predecessor Secusities) shall have been registered at the close of business
on the Regular Record Date with respect to such Interest Payment Date, which shall be the April 15
or October 15 (whether or not a Business Day), as the case may be, immediately preceding such
Interest Payment Date, provided that interest payable on the Stated Maturity or any redemption date
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shall be pzid to the Person to whom principal is paid. Any such interest not so punctually paid or
duly provided for shall forthwith cease to be payable to the Holder on such Regular Record Date

and shall be paid as provided in said Indenture.

If any Interest Payment Date, any redemption date or Stated Matusity is not a Business Day,
then payment of the amounts due on this Note on such date will be made on the next suecesding
Business Day, and no inferest shall accrue on such amounts for the period from and afier such
Interest Payment Date, redemption date or Stated Maturity, as the case may be, with the same force
and effect as if made on such date. The principal of (and premium, if any) and the interest on this
- Note shall be payable at the office or agency of the Company maintained for that purpose in the
Borough of Manhattan, the City of New York, New York, in any coin or currency of the United

 States of America which at the time of payment is legal tender for payment of public and private
debts; provided, however, that payment of interest (other than interest payable on the Stated
Maturity or any redemption date) may be made at the option of the Company by check mailed to the
registered holder at such address as shall appear in the Security Register.

This Note is one of a duly anthorized series of Notes of the Company (berein sometimes
referred to as the "Notes"), specified in the Indenture, all issued or to be issued in one or more series
under and pursuant to an Indentwe dated as of September 1, 1997 duly executed and delivered
between the Company and Deuische Bank Trust Company Amencas (formerly Bankers Trust
Company), a corporation organized and existing under the laws of the State of New York, as
Trustee (herein refemed to as the "Trustee™) (such Indenture, as originally executed and delivered
and as thereafter supplemented and amended being hereinafier referred to as the "Indenture™), to
which Indenture and all indeatures supplemental thereto or Company Orders reference is hereby
made for a description of the rights, limitations of rights, obligations, duties and immuaities
thersunder of the Trustee, the Company and the holders of the Notes. By the terms of the Indenture,
the Notes are issuable in series which may vary as to amount, date of matirity, rafe of inferest and in
other respects as in the Indenture provided. This Note is one of the series of Notes designated on

the face hereof.

This Note may be redeemed by the Company at its option, in whole at any time or in part
- from time to time, upon not less than thirty but not more than sixty days’ prior notice given by mail
to the registered owners of the Notes at a redemption price equal fo the greater of (i) 100% of the
principal amount of the Notes being redeemed and (i) the sum of the present values of the
remaining scheduled payments of principal and interest on the Note being redeemed (excluding the
portion of any such interest accrued to the date of redemption} discoumted (for purposes of
determining present value) to the redemption date on a semi-annual basis (assuming a 360-day year
consisting of twelve 30-day months) at the Treasury Rate (as defined below) plus 15 basis points,
plus, in each case, accrued interest therson to the date of redemption. _

"Treasury Rate" means, with respect to any redemption date, the rate per
annum equal to the semi-annwal equivalent yield fo maturify of the
Comparable Treasury Issue, assuming a price for the Comparable Treasury
Issue (expressed as a percentage of its principal amount) equal to the
Comparable Treasury Price for such redemption date.
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"Comparable Treasury Issue" means the United States Treasury security
selected by an Independent Investment Banker as having 2 maturity
comparable to the remaining term of the Notes that would be utilized, at the
time of selection and in accordance with customary financial practice, in
pricing new issues of corporate debt securities of comparable maturity to the

remaining term of the Notes.

"Comparable Treasury Price" means, with respect to any redemption date, (1)
the average of the Reference Treasury Dealer Quotations for such redemption
date, after excluding the hiphest and lowest such Reference Treasury Dealer
Quotations, or (2) if we obtain fewer than four such Reference Treasury

Dealer Quotations, the average of all such quotations.

"Independent Investment Banker" means one of the Reference Treasury
Dealers appointed by the Company and reasonably acceptable to the Trustee.

"Reference Treasury Dealer” means a primary U. S. government securifies
dealer in New York City selected by the Company and reasonably acceptable

to the Trustes.

"Reference Treasury Dealer Quotation" means, with respect to the Reference
. Treasury Dealer and any redemption date, the average, as defermined by the
Trustee, of the bid and asked prices for the Comparable Treasury Issue
(expressed in each case as a percentage of its principal amourit) quoted in
writing to the Trustee by such Reference Treasury Dealer at or before 3:00
pm., New York City time, on the third Business Day preceding such

redemption date.
The Company shall not be required to (i) issue, exchange or register the transfer of any
Notes during a period beginning at the opening of business 15 days before the day of the mailing of

a notice of redemption of less than all the outstanding Notes of the same series and ending at the

close of business on the day of such mailing, nor (ii) register the transfer of or exchange of any
Notes of any series or portions thereof called for redemption. This Global Note is exchangeable for
Notes in definitive registered form only under certain limited circumstances set forth in the

Indenture.

In the event of redemption of this Note in part only, 2 new Nofe or Notes of this series, of
like tenor, for the nnredeemed portion hereof will be issued in the name of the Holder hereof upon
the surrender of this Note,

In case an Event of Default, as defined in the Indentire, shall have occurred and be

continuing, the principal of all of the Notes may be declared, and upon such declaration shall
become, due and paya.b]a in the manner, with the effect and subject to the conditions provided in

the Indentore.
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The Indenture contains provisions for defeasance at any time of the entire iudebtedﬁess of
this Note upou compliance by the Company with certain conditions set forth therein : :

: As described in the Company Order and Officers’ Certificate, =o long as this Note is
outstanding, the Company is subject to a limitation on Liens as described therein.

The Indenture contains provisions permitting the Company and the Tmustee, with the
consent of the Holders of not less than a majority in aggregate principal amount of the Notes of each
series affected at the time outstanding, as ‘defined in the Indenture, to execuie supplemental
indentures for the purpose of adding any provisions to or changing in any manner or eliminating any
of the provisions of the Indenture or of any supplemental indenture or of modifying in any manner
the rights of the Holders of the Notes; provided, however, that no such supplemental indenture shall
(i} extend the fixed maturity of any Notes of any series, or reduce the principal amount thereof, or -
- reduce the rate or extend the time of payment of interest thereon, or reduce any premium payable
upon the redemption thereof, or reduce the amount of the principal of a Discount Security that
would be due and payable upon a declaration of acceleration of the maturity thereof pursnant to the
Indenture, without the- consent of the holder of each Note then outstanding and affected; (i) reduce
the aforesaid percentage of Notes, the holders of which are required to consent to any such
supplemental indenture, or reduce the percentage of Notes, the holders of which are required to
waive any defsult and its consequences, without the consent of the holder of each Note then
outstanding and affected thereby; or (iii) modify any provision of Section 6.01(c) of the Indenture
(except to increase the percentage of principal amount of securities required to rescind and annul
any declaration of amounts due and payable under the Notes), without the consent of the holder of
each Note then outstanding and affected thereby. The Indenture also contains provisions permitting
the Holders of a majority in aggregate principal amount of the Notes of all series at the time
outstanding affected thereby, on behalf of the Holders of the Notes of such series, to waive any past
default in the performance of any of the covenants contained in the Indenture, or established
pursuant 1o the Indenfure with respect to such series, and its consequences, except a default in the
payment of the prineipal of or premium, if any, or interest on any of the Notes of such series. Any
such consent or waiver by the registered Holder of this Note (unless revoked as provided in the
Indenture) shall be conclusive and binding upon such Holder and upon all future Holders and -
owners of this Note and of any Note issued in exchange herefor or in place hereof (whether by
regsﬁaﬁon of transfer or otherwise), irrespective of whether or not any notation of such consent or

waiver is made upon this Note.

No reference herein o the Indenture and no provision of this Note or of the Indenture shail

alter or impair the ob]igation of the Company, which is absolute and unconditional, to pay the
pnncxpal of and premium, if any, and mtcrest on this Note at the time and place and at the rate and

in the money herein prescribed.

: As provided in the Indenture and subject to certain limitations therein set forth, this Note is
transferable by the registered holder hereof on the Security Register of the Company, upon
surrender of this Note for registration of transfer at the office or agency of the Company as may be
designated by the Company accompanied by a written instrument or instruments of transfer in form
satisfactory to the Company or the Trustee duly executed by the registered Holder hereof or his or
her atiorney duly authorized in writing, and thereupon one or more new Notes of authorized
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denominations and for the same aggregate principal amount and series will be issued to the
designated transferes or fransferess. No service charge will be made for any such transfer, but the
Company may require payment of a sum sufficient to cover any tax or other governmental charge

payable in relation thereto.

: Prior to due presentment for registration of transfer of this Note, the Company, the Trustes,
any paying agent and any Security Registrar may deem and treat the registered Holder hereof as the
absohre owner hereof (whether or not this Note shall be overdue and notwithstanding any notice of
ownership or writing hereon made by anyone other than the Securiy Registrar) for the purpose of
receiving payment of or on account of the principal hereof and preinjum, if any, and interest due
hereon and for all other purposes, and neither the Company nor the Trustee nor any paying agent
nor any Security Registrar shall be affected by any notice to the contrary.

No recourse shall be had for the payment of the principal of or the interest on this Note, or
for any claim based bereon, or otherwise in respect herecf, or based on or in respect of the
Indenture, against any incorporator, stockholder, officer or director, past, present or future, as such,
of the Company or of any predecessor or successor corporation, whether by virtue of any
constitution, statute or rule of law, or by the enforcement of any assessment or penalty or otherwise,
all such liability being, by the acceptance hersof and as part of the consideration for the issnance

hereof, expressly waived and released.

The Notes of this scries are issuable only in registered form without coupons in
- denominations of $1,000 and any integral multiple thereof. As provided in the Indenture and
subject to cerfain limitations, Notes of this series are exchangeable for a like aggregate principal
amount of Notes of this series of a different authorized denomination, as requested by the Holder

surrendering the same.
All terms used in this Note which are defined in the Indenture shall have the meanings
asgigned fo them in the Indenture, _

This Note shall not be entitled fo any benefit under the Indentre hereinafter referred to, be
valid or become obligatory for any purpose until the Certificate of Authentication hereon shall have
been signed by or on behalf of the Trustee. '

[The remainder of this page intentionally left blank ]
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| + . IN WITNESS WHEREQF, the Company has cansed this Instrument to be executed.

OHIO POWER COMPANY
By
' Assistant Treasurer
Attest: -
Bw:
Assistant Secretary
6

Dot #324538.v2 Dafe: T1/142005 1101 AM



CERTIFICATE OF AUTHENTICATION

This is one of the Notes of the series of Notes designated in accordance with, a.nd referred to
in, the within-mentioned Indenture.

Dated: November 16, 2005
DEUTSCHE BANK TRUST COMPANY AMERICAS

By:
Authorized Signatory
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FOR VALUE RECEIVED, the undersigned hereby sell(s), assign(s) and transfer(s) unto

(FLEASE INSERT SOCIAL SECURITY OR OTHER
IDENTIFYING NUMBER OF ASSIGNEE)

(PLEASE PRINT OR TYPE NAME AND ADDRESS, INCLUDING ZIP CODE, OF

| ASSIGNEE) the within Note and all rights thereunder, hereby

irrevocably constituting and appointing such person attormey to

transfer such Note on the books of the Issuer, with full

power of substituztion in the premises.

Dated:

NOTICE: The signature to this assignment must correspond with the name as written upon the
face of the within Note in every particular, without alteration or enlargement or any change
whatever and NOTICE: Signature(s) must be guaranteed by a financial institution that is a member
of the Securities Transfer Agents Medallion Program ("STAMP"), the Stock Exchange Medallion
Program ("SEMP"} or the New Yorik Stock Exchange, Inc. Medallion Signahre Program ("MSP").
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Exhibit ©

OHIO PCWER COMPANY
AND

THE FIRST NATIONAIL: BANK OF CHICAGO,
ag- Trustae )

P T P . T

SECCND SUPPLEMENTAL INDENIURE

Dated ag of March 1, 12987
TO
INDENTURE

Dated as of Octcker 1,. 1995

7.92% Junior Subordinated
Deferrable Interest Debentures,
Series B; Due 2027



, SECOND SUPPLEMENTAL INDENTURE, dated as of the 1lgt day of
March, 1997 (the "Second Supplemental Indenture"), between OHIO
DOWER COMPANY, a corporation duly organized and existing under the
laws of the State of Ohio (hereinafter sometimes referred to aes the
"Company"), and THE FIRST NATIONAL: BANK OF CHICAGO, a national
banking association organized and existing under the laws of the
United States, as trustee (hersinafter gsometimss referred to ag the
"Trustee") under the Indenture dated as of October 1, 18%5 between
the Company and the Trustee, as supplemented by a First
Supplemental Indenture dated October 1, 1995 (the "Indenture"); all
termg used and not defined herein are used -as defined in the

Indeﬂturel

- WHEREAS, the Company executed and delivered the Indenture to
the Trustee to provide for ths future issuance of itz junior
subordinated debentures (the "Debentures®), saild Debentures to be
igsued from time to time in series as might be determined by the
Company under the Indenture, in an unlimited aggregate princ1pal
amount which may be authenticated and delivered thareunder ag in

the Indenture provided; and

WHEREAS, pursuant to the terms of the Indenture,
desires to provide for the egtablishment of a new seriez of its
Debenturesg to be kncwn a8 its 7.52% Junior Subordinated Deferrable
Interest Debentures, Series B, Due 2027 (said series being
hereinafter referred to as the "Series B Debentures"), the form and
substance of such Series B Debentures and the terms, provisions and
conditions thereof to be get forth as providad in the Indenture and

this Second Supplemeantal Indentures; and

WHERBAS, the Company desires and has requested the Trustee to
Jjoin with it in the execution and delivery of thig Second
Supplemental Indenture, and all requirements necessary to make this
Second Supplemsntal Indenture a valid. instrument, in accordance
with its terms, and to make the Series B Debentures, when executed
by the Company and authenticated and delivered by the Trustee, the
valid obligations of the Company, have been performed and
fulfilled, and the execution and delivery hereof have been in all

regpects duly authorized; .

NOW THEREFCRE, in consideration of the purchasa and acceptance
cf the Series B Debentures by the holders thexeof, and for the
purpose of setting forth, as provided in the Indenture, the form
and substance of the Series B Debentures and the terms, provisions
and conditions thereof, the Company covenants and agrees with- the

Trustee as follows:

the Conipany = -



ARTICLE ONE

General Terms and Conditions of
the Series B Debentures

SECTION 1.0X. There shall Dbe and -is hereby auvthorized a
geriez of Debentures designated the "7.32% Junior Subordinated
Deferrable Interest Debentures, Series B, Due 2027", limited in
aggregate principal amount to $50, 000,000, which amount shall be as
set forth in any written order of the Company for the
rauthentication and delivery of Series B Debentureg pursuant to
Section 2.01 of the Indenture, The Series B Debentures sghall -
mature and the principal shall be due and payable together with all
accrued and unpaid interest thereon on March 31, 2027, and shall be
issued in the form of registered Series B Debentures without

Ccoupons.

' SECTION 1.02. Except as provided in Section 2.11{c) of the
Indenture, the Series B Debentures shall be issued initially in the
form of & Global Debenture in an aggregate principal amount equal
to all outstanding Series B Debentures, to be registered in the
name of the Depository, or its nominee, and delivered by tLhe
Trustee to the Depository for crediting to the accounts of its
- participants pursuant to the instructioms of the Company. = The
Company shall execute a Global Debenture in such aggregate
principal amount and deliver the same to the Trustee for
authentication and delivery as hereinabove and in the Indenture
Payments on the Series B Debentures issued as a Global

The Depository for the
New

provided.
Debenture will be made to the Depository.
‘Series B Debentures shall be The Depository Trust Company,

York, New York.

] SECTION 1.03. If, pursuant to the provigions of Section
2.11(c) of the Indenture, the Series B Debentures are issued in
certificated form, principal, premium, if any, and interest on the
‘Series B Debentures will be payable, the transfer of zuch Series B
Debentures will be registrable and-such Series B Debentures will be
éxchangeable for Series B Debentures bearing ldentical terms and
provisions at the office or agency of the Company only upon
surrender of such certificated Series B Debenture and such other
documents as required by the Indenture; provided, however, that
payment of interest may be made at the option of the Company by
check mailed to the registered holder at such address as shall

appear in the Debenture Register.

SECTION 1.04. Each Series B Debenture shall bear interest at
the rate of 7.392% per annum from the original date of igsuance
until the principal thereof beccmes due and payable, and on any
overdue principal and (to the extent that payment of such interest
ig enforceable under applicable law) on any overdue installment of
interest at- the same rate per annum, payable (subject to the
provisions of Article Three hereof) guarterly in arrears on each
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March 31, June 30, Septembexr 30 and Dscember 31 (each, an "Interest
Payment Date"), commencing on March 31, 1997. Interest (other than
interest payable on redempticn or maturity) shall be payable to the
perscn in whose name such Serless B Debenture or any predescessor
Series B Debenture is registered at the cloge of business on the
regular record date f£or such interest installment. The regqular
record date for such interest installment shall be the close of
buginess on the business day next preceding that Interest Payment
Date; except that if, pursuant to the provisions of Section 2.11(c)
cf the Indenture, the Series B Debéntures are no longer represented
by & Global Dbebenture, the regular record date for such interest
instalilment shall be the close of business on the March 15, June
15, September. 15 or December 15 (whether - or not a business day)
next preceding the Interest Payment Date. Interest payable on
- redemption or maturity shall be payable to the person to whom the
principal is paid. Any such’ interest installment not punctually
paid or duly provided for shall forthwith cease to be payable to
the registered holders on such regular record date, and may be paid
tc the person in whose name the Series B Debenture (or one or more
Predecesaor Debentures) is registared at the clecse of business on
a special record date to be fixed by the Trustee for the payment of-
such defaulted interest, notice whereof shall be given to the

registered holders of the Series B Debentures not less than 10 days
prior to such special record date, or may be paid at any time in
any other lawful manner not inconsistent with the requirements of
any securities exchange on which the Series B Debentures may be
listed, and upon such notice az may be reguired by such exchange,
all as more fully provided in the Indenture.

The amount of interest payable for any period will be computed
on the basis of a 360-day yesar of twelve 30-day months. In the
event that any date on which interest is payable on the Series B
Debentures is not a business day, then payment of interest payable
on such date will be made on the next succeeding day which is a

businegs day (and without any interest or other payment in respect
of any such delay), except that, if such business day.is in the
next succesding calendar year, such payment shall be made on: the
immediately preceding business day, in each caseé with the same
force and effect as if made on such date.

ARTICLE TWO

Redemption of the Series B Debentures

SECTION 2.01. Subject to the terms of Article Three of the
Indenture, the Company shall have the right to redeem the Series B
Debentures, in whole or in part, from time to time, at the time and
‘redemption price set forth in the form of Debenture contained in
Exhibit A hereto. Any redemption pursuant to this Section will be
made upon not less than 30 nor more than 60 days’ netice. If the
Series B Debenturesg are only partially redeemed pursuant to thig

3


http://shall.be

Section, the Debentures will be redeemed pro rata or by lot or by
any other method utilized by the Trustes; provided, that if at the
time of redemption, the Series B Debentures are registersd as a
Glebal Debenture, the Depository shall determine by lot the
principal amount of such Serigs B Debentures held by each Series B

Debentureholder to be redesmed.

ARTICLE THREE

Extension of Interest Payment Period

SECTION 3.01. The Company shall have the right, at any time
during the term of the Series B Debentureg, from time to time to
extend the interest payment period of such Series B Debentures for
up to 20 conaecutive quarters (the "Extended Interest Payment
Pericd"), at the end of which periocd the Company shall pay aill
intersst accrued and unpaid thereon (together with interest thereon
compoundaed quarterly at the rate specified for the Series B
Debentures to the extent permitted by applicable law); provided
that, during such Extended Interest Payment Pericd, the Company
shall not declare or pay any dividend on, or purchase, acquire or
make a liquidation payment with respect to, any of its capital

stock or make any guarantesz payments with respect to the foregoing.
Prior to the termination of any such Extended Interest Payment

Peripd, the Company may further extend such period, provided that
such period together with zll such previous and further extensions
thereof shall not exceed 20 consecutive guarters or extend beyond
the maturity of the Series B Debentures. TUpon the termination of
any Extended Interest Payment Pericd and upon the. payment of all
accrued and unpaid interest then due, the Company may select a new
 Extended Interest Payment Period, subject to the foregoing
regquirements. No interest shall be due and payable during an
Extended Interest Payment Pericd, except at the end thereof.

SECTION 3.02. (a) . The Company shall give the holders of the
Series B Debenturesg and the Trustee written notice of its selection
of such Extended Interest Payment Period at  least 10 business days
prior to thes earlier of (i) the next succeeding Interest Payment
Date or ({ii) the date the Company is required to give notice to
holderg of the Series B Debentures (or, if applicable, to the New
York Stock Exchange or other applicable gelf-regulatory

organization), of the record or payment date of guch interest
‘payment, but in any event not less than two business daye prier to

- guch record date.

" [b) The ¢uarter in which any notice is given pursuant to
paragraph (a) of this Section shall constitute one of the 20
guarters which comprise the maximum Extended Interest Payment

Period.




ARTTCLE FOUR

Form of Series B Debenture

SECTION 4.01. The Series. B Debentures and the Trustee's
Certificate of Authentication to be endorged therson are to be
substantially in the form of Exhikit A hereto.

ARTICLE FIVE

Original Issue of Series B Debentures

Series B Debentures in the aggregate principal

SECTION 5.01, k
execution of this Second

amount of $50,000,000 may, upon
Supplémental Indenture, pr from time to time thereaftfer, be

executed by the Company and delivered to the Trustee for
- authentication, and the Trustee shall thereupon authenticate and
deliver said Debentures to or upon the written order of the
Company, signed by its Chairman of the Board, its President, or eny
Vice President and its Treagsurer oxr an Agsistant Treasurer, without

any further action by the Company.

ARTICLE 51X

Covenant of the Company

SECTION 6.01. The Company will not declare or pay any
dividend on, or purchase, acquire or make a distribution or
liquidation payment with regpect to, any of its capital stock, or
make any guarantee payments with respect thereto, if at such time
(i) there shall have occurred and be continuing any Event of

Default under the Indenture or (ii) the Company shall have glven
notice of its selection of an Bxtended Interest Payment Pericd and

such period, or any extensioh thereof, shall be continuing.

ARTICLE SEVEN .

Miscellaneous Provisicns

SECTION 7.01.. EBExcept as otherwise expressly provided in this
Second Supplemental Indenture or iz the form of Series B Debénture
or otherwise clearly requ1red by the context hereof or thereof, all ’
terms used herein or im said form of Series B Debenture that are-
defined in the Indenture shall have the several meanings

regpectively assigned to them thereby.



SECTION 7.02. The Indenturs, as supplemented by this Second
Supplemental Indenture, is in all respects ratified and confirmed,
and this Second Supplemental Indenture shall be deemed part of the
‘Indenture in the manner and to the extent herein and therein

provided.

SECTION 7.03. The recitals herein contained are made by the

Company and not by the Trustee, and the Trustee assumes no
responsibility for the correctness thereof. The Trustee makes no
representation as to the velidity or sufficiency. of this Second

Supplemental Indenture.
SECTION 7.04. This Second Supplemental Indenture may be

executed in any number of counterparts each of which shall be an
original; but such counterparts shall together constitute but one

and the same instrument.

IN WITNESS WHEREOF, the parties hereto have caused this Second

Supplemental Indenture to be duly executed, and their respective
corporate seals to be hereunto affixed and attested, on the date or
dateg indicated in the acknowledgments and as of the day and year

first above written.
OHEIO POWER COMPANY

g~

/f Traasurer

By

Attest:

By

istant Secretary

THE FIRST NATiONAL BANK OF CHICAGO
lrrustee

144

Vite President

By

Attest:

gy —

/ﬁyﬁhorized Officer

By




State of Ohio )
County of Franklim, } = ss

On this 14th day of March, 1997, perscnally appeared before
me, & Notary Public within and for said. County in the State
aforesaid, A. A. Pena and John M. Adams, Jr., to me known and known
to me to be respectively Treasurer and Assistant Secretary of QHIO
POWER COMPANY, one of the corporations named in and which executed
the foregoing instrument, who severally acknowladged that they did
gign and seal said instrument as such Treasurer and Asgistant

Secretary for and on behalf of said corporation and that the same
ig their free act and deed =as such Treasurer and 2Assistant

Secretary, rgspectively, and the free and corporate act and deed of
said corporation.

In Witness Whereof, I have hersunto set my hand and notarial
seal this 14th day of March, 1337.

[Notarial Seal]

A

Name: MARY M. SOLTESY
Notary Public, State of Ohio
My Commission Expires 7-12-99




State of Fll-rnowr
County of foog 89

: 78 '
_ Be 1t remembered, that on this /3’ day ©f March, 1997,
perscnally appeared before me the undersigmed, a Notary Public
within and for said County and State, THE FIRST NATIONAL BANK OF

CEICAGO, one of the corporations named in and which executed the
3 D. Manella, onz of its Vice

foregoing instrumen Richar .
rG‘l‘a’&YA‘ tfolgfa , cne of its Authorized Cfficers,

Presidents, and by '
to me Xnown and konown by me to be such Vice President and
Authorized QOfficer, respectively, who severally duly acknowledged

the gsigning and sealing of the foregoing instrument to be their
free act and voluntary deed, and the free act and voluntary deed of
each ©of them as such Vice President and Authorized Officer,
regpectively, and the free act and voluntary deed of said
corporation, £for the uses and purposes therein expressed and

mentioned.

In Witness Whereof, I have hereunto set my hand and nctarial
seal this _/27? day of March, 1897. :

[Notarial Seall]

e
Notary Public, State of
My Commission Expires_

e

MWW
OFFICIAL SEAL ¢
MARIA C BIRRUETA

ROTARY PUBLIC, STATE OF ILLINOIS
oY COMBASEIDN E¥PIRES: 11/13000

Pt AP A AR S




Exhibit A

(FORM OF FACE OF DEBENTURE)

[IF THE SERIES B DEBENTURE IS TO BE A GLOBAL DEBENTURE, INSERT
- This Debenture is a Global Debenture within the meaning of the
Indenture hereinafter referred to and is registered in the name of
a Depository or a nominee of a Depasitory. Thig Debenture is
exchangeable for Debentures registered in the npame of a person
other than the Depos:.tory or itg nominee only in the limited
circumstances described in the Indenture, and no transfer of this
Debenture {other than a transfer of this Debenture as a whole by
the Depository to a nomines of the Depository or by a nominse of
the Depository to the Depository or anothar nominee of the
Depogitory}) may be registered except in limlted circumstances.

an authorized

Unless this Debenture is presented by
a New York

representative of The Depoaxtcry Trust Company,
corporation ("DTC"), to the igssuer or its agent for registraticn of
transfer, exchange or payment, and any Debenture igsued is
registered in the name of Cede & Co. or in such other name as is
requasted by an authorized representative of DTC and any payment
hereon is made to Cede & Co., or to such other entity as is
requested by an authorized representative of DTC, ANY TRANSFER,

PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO.ANY.

'PERSON IS8 WRCONGFUL inasmuch as the registered owner hereof, Cede &
Co., has an interest herein.]
No. $50,000, 000

CUSIP No.

~OHIO POWER COMPANY

7.92% JUNIOR SUBORDINATED
DEFERRABLE TNTEREST DERENTURE,
SERIES B, DUE 2027

OHIO POWER COMPANWY, a corpeoration duly organized and existing
under the laws of the State of Chioc (herein referred to as thsa

""Company", which term includeg any successor corporation under the
for value received, hereby

Indenture hereinafter referred to),
promiges to pay to __ or registered assigns, the
. Dollars on March 31, 2027, and to

pr1nc1pal sum of
pay interest on said principal sum from March 18, 1997 or from the

most recent interest payment date (each such date, an "Interest
Peyment Date") to which interest has been paid or duly provided
for, quarterly (subject to deferral as set forth herein) in arrears
on each March 31, June 30, September 30 and Dacember 31 commencing
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March 31, 1%37 at the rate of 7.32% per annum until the principal
hereof shall have beccme due and payable, and on any overduas
principal and premium, if any, and (without duplication and to the
extent that payment oI such interest is enforceable under
applicable law) on any overdue installment of interest at the same
rate per annum during such overdue period. Interest shall be
computed on the basis of a 360-day year of twelve 30-day months.
In the svent that any date on which interest is payable on this
Debenture ig not a business day, then payment of intereast payable
on such date will be made on the next succeeding day which is a

husinasse day (and without any interest or other payment in respect
if such buziness day is in the

of any such delay), except that,

next succeeding calendar year, such payment shall be made on the
immediately preceding businesz day, in each case with the game
force and effect as if made on such date. The interest Iinstallment
g0 payable, and punctually paid or duly provided for, on any
Interest Payment Date (other than interest payable on redemption or
maturity) will, as provided in the Indenture, be paid to the person
in whose name this Debénture (or one or more Predecessor
Debentures, as defined in said Indenture) is registered at the
clogse of business on the regular record date fer such interest
installment, (which shall be the c¢lose of business on the husinegs
day next preceding such Interest Payment Date.] [IF PURSUANT TO
THE PROVISIONS OF SECTIOW 2.11(C) OF THE INDENTURE THE SERIES B
DEBENTURES ARE NO LONGER REPRESENTED BY A GLOBAL DEBE_NI’URE -- which _
shall be the clese of business on the-March 15, June 15, September
15 ‘or December 15 (whether or not a buginess day) next preceding
guch Interest Payment Date.] Interest payable on redemption or
maturity shall be payable to the person to whom the prinecipal is
paid. Any such interest installment not punctually paid or duly
provided for shall forthwith ceass to be payable to the registered
holders on such regular record date, and may be paid to the person
in whose name this Debenture (or one or mnore Predecessor
Debentures) 13 registered ‘at the close of business on a special

" record date to be fixed by the Trustee for the payment of such

defaulted interest, notice whereof ghall be given to the registered
holders of this series of Debentures not less than 10 days prior to
such special record date, or may be paid at any time in any other
lawful manner not inconsistent with the reguirements of any
securities exchange on which the Debentures may be listed, and upon
such notice as may be required by such exchange, all as more fully
provided in the Indenture. The principal of (and premium, if any)
and the interest on this Debenture shall be payable at the office
or Aagency of the Company maintained for that purpose, in any coin
or currency of the United States of America which at the time of

payment is legal tender for payment of public and private debts;
provided, however, that payment of interest may be made at the
option of the Company by check mailed to the registered holder at

- such address as shall appear in the Debenture Register.



Payment of the principal of, premium, if any, and interest-on
this Debenture is, to the extent provided in the Indenture,
subordinated and subject in right of payment toc the prior payment
in full of all Senior Indebtedness, as defined in the Indenture,
and this Debenture is issued subject to the provisionz of the
Indenture with regpect thereto. Each Holder of this Debenture, by
accepting the same, (a} agrees to and shall be bound by such
provisions, (b) authorizes and directs the Trustee on his or her
behalf to take such action as may be necessary or approprilate to
acknowledge or effectvate the subordination. se provided and (c)
appoints the Trustee his or her attorney-in-fact for any and all’
such purposes. Each Holder hereof, by hiz or her acceptancs
hersof, hereby waives all notice of the acceptance of the
subordination provisions containsd herein and in the Indenture by
cach holder of Senior Indebtedness, whather now outstanding or
hereafter incurred, and waives relianCe by each such holder upon

said provisionsg.

This Debenture shzll not be entitled to any benefit under the
Indenture hereinafter referred to, be valid or become cbligatory
for any purpose until the Certificate of Authentication hereon
shall have been signed by or on behalf of tha Trustee.

Unless the Certificate of ZAuthentication herson has been
executed by the Trustee or a duly appointed Authentication Agent
referred to on the reverse side hereof, this Debenture shall not be
entitled to any benefit under the Indenture or be wvalid or

obligatory for any purpose.

The provisions of this Debenture are conbtinued on the reverse
~zide hereof and such continued provisions shall for all purposes
" have the same effect as though fully set forth at this place.

IN WITNESS WIERECF, the Company has caused this Instrument to

be executed.

Dated: March 18, 1997

OHIC POWER COMPANY

By

Attegt:

By



(FORM OF CERTIFICATE OF AUTHENTICATION)
CERTIFICATE OF AUTHENTICATION

_ "~ This iz one of thes Debentures of the series of Debesntures
described in the within-mentioned Indenture. : _

THE FIRST NATIONAL BANK OF CHICAGO
as Trustee or ag Authentication Agent

BY
~Authorized Signatory

(FORM OF REVERSE OF DEBENTURE)

This Debenture is one of a duly authorized s=ries of
Debentures cof the Company (herein sometimes referred fto as the
"Debentures"), specified in the Indenture, all issued or to hbe
issued in one or meore seriez under and pursuant to an Indenture
dated az of October 1, 1585 duly executed and delivered between the
Company and The First National Bank of Chicago, a naticnal banking
assgociation organized and existing under- the laws of the United
States, as Trustee (herein referred to &g the "Trustee'), as
supplemented by the First Supplemental Indenture dated as of
October 1, 1995 and the Seccnd Supplemental Indenture dated as of
March 1, 1987 between the Company and the Trustee (said Indenture
a8 go supplemented being hereinafter referred to as the
"Indenture"), to which Indenture and all indentures supplemental .
thereto reference is hereby made for a description of the rights,

cbligations, duties and immunities
thereunder of the Trustee, the Company and the holders. of the
Debentures. By the- terms of the Indenture, the -Debentures are
igsuable in series which may vary as to amount,; date of maturity,
rate of interest and in other regpects a3 in the Indenture
This series of Debentures is limited in aggregate
amount as specified in said Second Supplemental

limitationz of ©rights,

provided.
principal
Indenture.

Subject to the terms of Article Three of the Indenture, the
Company shall have the right to redeem this Debenture at the option
of the Company, without premium or penalty, in whele or in part at
any time on or after March 18, 2002 (azn "Optionpal Redemption"), at
a redemption price equal to 100% of the principal amcunt plus any
accrued but unpaid interest to the date of such redemption (the
"Optional Redesmption Price"). Any redemption pursuant to this
paragraph will be made upon not less than 30 nor morxe than 60 days’
neotice, at the Optional Redemption Price. If the Debentures are
only partially redesmed by the Company pursuant to an Optional
Redemption, the Debentures will be redeemed pro rata or by lot or
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by any othér method utilized by the Trustee; provided that 1f at
the time of redemption, the Debentures are registered as a Global
Debenture, the. Depository shall determine by lot the principal
amount of such Debentures hesld by each Debentureholder. to be

redeemead.

In the event of redemption of this Debenture in part only, a
new Debenture or Debentures of this series for the unredeemed
portion hereof will be issued in the name of the Holder hereof upon

the cancellation hereof.
In case- an Evant of Default, as defined in the Indenture,

ghall have occurred and be continuing, the principal of all of the
Debentures may be declared, and upon such declaration shall become,

due and payable, in the manner, with the effect and subject to the

conditions provided in the Indenture.

. The Indenture contains provisions for defeasance at anj time
of the entire indebtednass of thig Debenture upon.ccmpllance by the
Company with certain condltlons get forth therein.

The Indenture ccontains provisions permitting the Company and
the Trustee, with the consent of the Holders of not less than a
majorlty in aggregate principal amcunt of the Debentures of each
series affected at the time outstanding, as defined in the
Indenture, to execute supplemental -indentures for the purpose of
adding any provigionsg to or changing in any manner or eliminating
any of the provigions of the Tndenture or of any supplemental
indenture or of modifying in any mhnner the rights of the Holders
of the Debentures; provided, however, that no such supplemental
indenture shall (i) extend the fixed maturity of any Debentures of
any series, or reduce the principal amount thereof, or reduce the
rate or extend the time of payment of interest thereon, or reduce
any premium payzble upon the redempticrn thereof, without the
consent of the holder of each Debenture so affected or (ii) reduce
the aforesaid percentage of Debentures, the holders of which are
required to congent to any such supplemental indenture, without the
consent of the holdérs of each Debenture then outstandlng and
affected thereby. The Indenture also contains provisions
permitting the Holders of a majority in aggregate principal amount
of the Debentures of all series at the time outstanding affected
thereby, cn behalf of the Holders of the Debentures of such serieas,
to waive any past default in the performance of any of the
covenants contained in the Indenture, or established pursuant to
the Indenture with respect to such serieg, and its consequences,

except a default in the payment of the principal of or premium, if

any, or interest on any of the Debentures of such seriesa. Any such
consent or waiver by the registered Helder of thils Debenture
(Lnless revoked as provided in the Indenture) shall be conclusive
and binding upon such Holder and upon all future Holders and owners
of this Debenture and of any Debenture issued in exchange herefor
or in place hereof (whether by registratiorn of transfer or
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otherwise), irrespective ©of whether or not any notation' of such
consent or waiver is made upon thig Debenture.

No reference herein to the Indenture and no provisiocn of this
Debenture or of the Indenture shall alter or impair the obligation
of the Company, which is absolute and unconditional, to pay the
r_prlnc1pal of and premium, if any, and intersst on this Debenture at’

the time ard place and at the rate and in the money herein

prescribed.

The Company shall have the right at any time during the term
of ths Debentures, from time to time to extend the interest payment
period of such Debentures for up to. 20 consecutive quarters (the
"Extended Intersst Payment Period"}, at the end of which period the
Company shall pay all interest then accrued and unpaid (together
with interest thereon compounded quarterly at the rate specified
for the Debentures to the extent that payment of such interest is
enforceable under applicable law); provided that, during such
Extended Interest Payment Period the Company shall not declare or
pay any dividend on, or purchase, acguire or make a liguidation
payment with respect to, any of its capital stock, or make any
guarantee payments with respect thereto. Prior to the termination
of any such Extended Interest Payment Period, the Company may
further extend such Extended Interest Payment Perlod provided that
such Period together with all such previous and further extensions
thereof shall not exceed 20 consecutive quarters or extend beyond
the maturity of the Debentures. At the - -termipation of any such
Extended Interest Payment Period and upon the payment of all
accrued and unpaid interest and any additicnal amounts then due,
the Company may select a new Extended Interest Payment Period.

As provided in the Indenture and subject to cextain
limitations therein set forth, this Debenture is transferable by
the registered holder hereof on the Debenture Register of the
Company, upon surrender of this Debenture for regisctration of
transfer at the office or agency of the Company accompanied by a
written instrument or instruments of transfer in form satisfactory
to. the Company or the Trugstee duly executed by the registered
Holder hereof or his or her attorney duly authorized in writing,
and thereupcn one or more new Debentures of authorized
denominations and for the same aggregate principal amount and
geries will be issued to the designated transferee or transferees,
No service charge will be made for any such transfer, but the
Company may require payment of a sum sufficient to cover any tax or
other govermmental charge payable in relation thereto.

Prior to due presentment for registration of transfer of this
Debenture, the Company, the Trustee, any paying agent and any
Debenture Registrar may deem and treat the registered Holder hereof
as the abgolute owner hereof (whether or not this Debenture shall
be overdue and notwithstanding any notice of ownership or writing
hereson made by anyone other than the Debenture Registrar) for the
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purpcse cf recelvzng payment of or on account of the- prin51pal
hereof and premium, if any, and interest due hereon and for all
other purposes, and neither the Company nor the Trustee nor any
paylng agent nor any Debenture Registrar shall be affected by any

notice to the contrary.

No recourse shall be had for the payment ¢f the principal of
or the interest on this Debenture, or for any claim basged herson,
or otherwise in respect hereof, or based on or in respect of the
Indenture, against any incorporator, etockholder, officer or
director, past, present or future, as such, of the Company or of
‘any predecessor Or Successor corporaticn, whether by virtue of any

constitution, statute or rule of law, or by the enforcement of any
agsessment or penalty or otherwise, all such liability being, by
the acceptance hereof and ag part of the consideration for the

issuance herecf, expressly waived and released.

[The Debentures of this series are issuable only in registered -
form without couponsg in denominations of $25 and any inkegral
m:ltiple thereof.] [This Global Debenture is exchangeable for
Depbentures in definitive form only under certain limited
gircumgktances et forth in the Indenture.  Debentures of thisz
series so issued are issuable only in registered form without
. coupons in denominations of $25 and any integral multiple thereof.]

s provided in the Indenture and subject to certain limitations
[herein and] therein seat forth, Debentures of -this geries [so
issued] are exchangeable for a like aggregate principal amount of
Debentures of thig series of a different authorized demomination,

‘as requested by the Holder surrendering the same.

A1l terms used in this Debhenture which are defined in the

Indenture shall have the meanings assigmed to them in the

Indenture.
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FOR VALUE RECEIVED, tha undersigned hereby sell(s , a23sign(g)
and transfer(s) unto ,

(PLEASE INSERT SOCIAL SECURITY OR OTHER
IDENTIFYING NUMBER OF ASSIGNEE) '

(PLEASE PRINT OR TYPE-NAME AND ADDRESS, INCLUDING ZIP CODE, OF

the within Debenture and all rights Chereunder, hereby

ASSIGNEE)

irrevocably constituting and appointing such person attorney to
‘with full

‘ transfer such Debenture on the books of the Issuer,

power of substitution in the premises.

Dated:

The signature to this assignment must correspond with the.
name ag written upon the face of the within Debenture in
every particular, without alteration or enlargement or
any change whatever and NOTICE: Slgnature(s) must be
guaranteed by a financial institution that is a member of
the Securities Transfer Agenta Medallion Program
{("STAMP"), the Stock Exchange Medallion Program (*SEMP")
or the New York Stock Exchange, Inc. Medailion Signature

Program ("MSP").

NOTICE:



