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‘Title: . .| Corporate Political Contributions [ Date:- [ February 24, 2012

Owner ; Executive Vice President 8 Chief Operating sp"onsori‘n’g- AEFP Ltilities
oo, 500 o n ) Officer, Robert P. Powers Area(s) - | Operations, Legal

Policy Statement: __

This policy addresses the processes for requesting and authorizing the making of Corporate Political
Contributions and periodic public reporting about the Corporate Political Contributions that have been
made. It incorporates, expands upon and replaces a previous Corporate Political Contributions policy
dated February 27, 2007, which addressed only the processes for requesting and authorizing Corporate
Palitical Contributions.

Detail:

Scope
This policy applies to the entire corporation.

Narrative

Corporate Political Contributions are corporate contributions that are given from the general funds of the
corporation {as opposed to money frotm a company-sponsored political action committee or PAC). Before
February 8, 2006, when the repeal of the Public Utility Holding Company Act of 1935 {PUHCA) took
effect, American Electric Power Company, Inc. and its subsidiaries {Collectively, *AEP") were prohibited
from making Corporate Political Contributions. Even in those states that permitted corporate
contributions, AEP was prohibited due to its status as a registered Public Utility Holding Company. That
prohibition no longer applies.

As of February 24, 2012,

» AEP can lawfully make Corporate Political Contributions to candidates for elected office in
Arkansas, lllinois, Indiana, Louisiana, Missouri, and Virginia.

e AEP cannot lawfully make Corporate Political Contributions to candidates for elected office in
Kentucky, Michigan, Ohig, Oklahoma, Tennessee, Texas and West Virginia.

« AEP cannot lawfully make Carporate Political Contributions to candidates for federal office or to
nationat political parties for general campaign purposes.

= The legality of Corporate Political Contributions to support national party-affiliated organizations,
such as the Republican and Democratic Governors' Associations; or parly events, including
participation at national conventions and state or federal inaugurals needs to be examined on a
case by case basis.

Standards

Any and all Corporate Political Contributions made by AEP must comply with all applicable federal and
state laws, rules and regulations. The various AEP operating companies may have their own guidelines
appficable to Corporate Political Contributions, provided that any such guidelines must be consistent with
and subject to this policy.

1. Policy about making Political Contributions

a. As an energy company in many states, AEP is affected daily by the decisions of federal, state
and local governments. 1t is appropriate that AEP be an active participant in the political process
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so that its perspectives are heard and so that it develops strong working relationships with
governmental decision-makers.

AEP is committed to being a good citizen of the communities it serves. Being a good cilizen
includes becoming informed about issues, encouraging our employees to volunteer and
participate in their communities, speaking publicly about the important issues of the day,
sponsoring political action committees (PACs} and other opportunities for AEP employees to
participate in the political process, and within the limits of the law, contributing corporate funds to
political candidates, political parties, political parties and other entities organized and operating
under section 527 of the Internal Revenue Code.

2. Authorization to make Political Contributions

d.

Only the Chief Executive Officer, the President, the Chief Operating Officer. and presidents of
AEP's operating companies may initiate or make Corporate Political Contributions.  An operating
company president desiring to make a Corporate Political Contribution should submit the request
to the Chief Operating Officer and, simultaneously, to the Legal Department for review. If the
Chief Executive Officer, the President, or the Chief Operating Officer wishes to make Political
Contributions, he or she should send a description to the Legal Department for review.

The Legal Depantment will analyze the request to determine if it is permissible under state and
federal election laws, and will provide a legal opinion to the requesting person and the Chief
QOperating Officer.

Following receipt of the Legal Department's legal opinion, the Chief Operating Officer will confer
with the officer having budgetary responsibility for making charitable and politicat contributions. 1If
the Chief Executive Officer, the President, or the Chief Operating Officer initiated the request,
then the Chief Operating Officer will execute the request provided that a favorabie legal opinion
has been issued.

The decision to approve or deny a request from an operating company president may be made
by the Chief Executive Officer, President or Chief Operating Officer and will be communicated in
writing to the operating company president.

Requests, distribution, and tracking of corporate political contributions wili be managed through
the office of the Chief Operating Officer.

3. Annual Publication of a Report about Political Contributions

a.

AEP will publish and make available to shareholders and other stakeholders an annual report
about its Corporate Political Contributions, Summary parts of the report will be prirtted and other
parts of the report will be avaitable electronically.

if AEP pays dues or makes other payments to trade associations and a portion of those dues or
payments are used by those trade associations for expenditures or contributions that if made
directly by AEP would not be deductible under section 162(e}(1) of the inlernal Revenue Code,
the report will set forth the doilar amounts that those trade associations inform AEP are not
deductible under section 162(e)(1), subject to reasonable de minimis imits

Exceptions

Coniributions to charitable non-profit entities qualified under section 501(c)(3} of the Internal Revenue
Code are not included under this policy. Contributions to entities qualified under sections 501{(c){4} and
501(c)(6) of the Internal Revenue Code are not included under this policy provided the contributions will
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®

not be used for political purposes. Contributions made as a resuit of a decision of the AEP PAC Operating
Committee or the operating committees of AEP state PACs are not included under this policy.

References

Federal and state campaign finance law, as well as various government related rules and guidalines.

Review / Revision:.

- 4
Prepared by: Qmﬂ-@ m

David M. Feinberg, Senlér Vice President,
General Counsel and Secretary February @4 , 2012

Reviewed by:
Anthony P. Kavan

Governmental Affairs February ©7 2012
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" Sandra K. Williams, Vice President "
and Chief Compliance Officer February - “‘) , 2012

Approved by: W KP“*-—_

Robert P. Powers, Executive Vice President
and Chief Operating Officer February A‘L 2092
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Executive Councit by:
Nicholas K. Akins, President and v 7
Chief Executive Officer February 2012

/
Approved by: WM

AEP Board of Directors by:
Nichotas K. Akins, President and
Chief Executive Officer February ZZ , 2012
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The Power of Integrity

Dear Fellow Employee,

AFP% Principles of Business Conduct are derived from the ethical and legal
principles that apply to all employees working for the AEP System. AEP's
commitment in high standards of business ethics is built on the collective
ethics, character, and reputation of cur employees. Every day we demon-
strate our commitment to excellence by the way we live and work according
to our shared beliefs about the way we will treat each other, our customers,
and the communities we serve.

Fthical conduct means doing the right thing at the right time, every time. It
means applying our core values in all our business decisions. It means adher-
ing to the laws, regulations, and policies related to the performance of our
jobs. And, it means demonstrating our leadership, integrity, and compassion
as a valued corporate citizen of every community we serve. We all share
responsibility for maintaining the power of AEP's integrity.

As AEP employees, you are accountable for your actions and for living up to
the highest standards of business ethics. Please take the time to read and
understand AEPs Frinciples of Business Conduct and ask questions if you
nead further clarification.

Michael G. Morris
Chaiman, President & Chief Executive Cfficer






The Power of Integrity

Our Mission

Qur mission, simply stated, is bringing comfort 1o our customers,
supporting business and commerce, ang building strong
communities.

Our Values

Safety

No operating condition or urgency of service can ever justify endan-
gering the life of anyone. At all times, our first thought and primary
consideration is safety for all employees, for customers and for the
general public.

Justice & Fairness
Doing the right thing at the right time, every time.

Trustworthiness
Cultivating a reputation of honesty and straightforward
communication.

Responsibility
Accepting accountability for your actions and living up to high
ethical expectations.

Citi hip
Develeping a sense of community amang all those you encounter.

Respect
Treating others the way we want to be treated, regardless of paosition,
and valuing each person’s talents, perspectives, and experience.

Caring
Maintaining a sincere desire fo make the world a hetter place.






The Power of Integrity

AEP employees have every right to demand that the company for
which they work and their fellow employees all uphoid high ethi-
cal standaris. Since the tone for any organization is set at the top,
employees should feel encouraged that AEP's management torie is
one of uncompromising integrity.

AEP expects all employees, at all levels and at all times, to comply
with their legai and ethical obligations and with these Principies of
Business Conduct,

AEP regards violation of these Principles of Business Conduct peli-
cies as a serious matter. A breach can put the Company, its employ-
ees and its products or services at substantial risk. Every employee
is accountahle for his or her own behavior. Anyone who violates the
policies descrilied in these Principles of Business Conduct will be
subject to disciplinary action up to and including termination.

Office of the Chief Compliance Officer

In additicn to monitoring and enforcing employees” legal and ethical compli-
ance, AEP's Office of the Chief Compliance Officer is committed to raising the
level of awareness of all AEP employees about the importance of ethics and
compliance in the workplace. AEP's Business Ethics & Corporate Compliance
group reports to the Chief Compliance Officer and administers AEP's ethics
and complianee program.

An effective ethics and compliance program promotes an organizational cul-
ture that encourages the highest ethical standards of business conduct and
a commitment to compliance with the law. AEP's ethics and compliance pro-
gram is an invaluable tool in mediating between the demands for superior
econemic performance and the need to meet these demands in an ethical
and Iaw-abidiﬁg manner.

Reporting Concerns/Help With Ethical Issues

If yau hecome aware of any illegal conduct or behavior in violation of AFFs
Principles of Business Conduct by anyone working for or on behalf of AEP, or
if you have any business ethics guestions or concerns, you are first encour-

aged to discuss your concern with yeur supervisor or athers in your
management.

If you are unable or unwilling to discuss your concerns with your supervisor
or others in your management, or if your previous concerns have not been
addressed to your satisfaction, you can call the AEP Concerns Line, toll free,
24 hours a day at 1-800-750-5001. We wifl make gvery effort to maintain
the confidentiality of the information and the anonymity of anyone disclos-
ing the information. Your name is not requested or neaded to address most
CONCEMS.

Likewisz, when we receive a call, we assume neither that an allegation is
accurate nor that it is false. When a claim is investigated, an equal effort
is devated to honoring the rights of the person who is alleged to have com-
mitted the wrongdoing. Unless and untif satisfactory evidence of wrongdo-
ing is found, the reputation of each individual invalved is protected to the
maximum extent possible.

Questions seeking guidance on ethical issues not requiring anonymity can be
addressed directly to AEP Business Ethics & Corporate Compliance through
the Business Fthics Helpline at Audinet 8-200-0CCO (6226) or 614-716-
6276.

Retaliation Against Employees

Retaliation against an employee for reporting an issue or raising a concern
he or she believes to be true involving a viotation of company policy, law, or
regulation is strictly prohibited. Retaliation can take many forms, such as
demotions, undesirable assignments, inappropriate performance ratings and
termination of employment. Retaliation may also include verbal harassment,
intimidation, and threats of retaliation.

Allegations of retaliation for reperting concerns are very serious. Any such
allegation will be thoroughly investigated. Employees may not attempt to
determine wha reported an incident or placed a call to the AEP Concerns
Line. Confirmed allegations of retaliation will result in appropriate disciplin-
ary action, including termination.
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The Power of Integrity

Safety is the primary comerstone af al! of our relationships. At ail
times, our first thought and primary consideratian is safety for all
of our employees, for our customers, and for the general public. No
aperating condition or urgency of service can ever justify endanger-
ing the life of anyone.

Relationships With Employees

Employees and their contributions to the workplace are AEP's most valuable
assets. Our commitment to respect our people and give them the opportunity
to be as successful as they can be means that we will:

= Respect sach other as individuals and manage by motivation,
not intimidation.

« Treat others the way we want to be treated, regardless of position,
and value each person’s talents, perspectives and experignce.

= Promote trust, teamwark and work/life balance.

Relationships With Customers

Akeyto AEP's business success lies in our ability to please our eustomers by
meeting their needs in ways that improve their quality of kfe. This includes
delivering safe, efficient, and reliable services of consistently high value and
premeting our products truthfully. If we please our customers, we will please
our regulators, our finzncial results will reward shareholders, and our em-
ployees can reap significant rewards.

AEP depends on long-term, continuing relationships with satisfied custom-
ers. Cultivating a reputation of honesty and straightforward communication
is fundamental to this fong-range approach.

Relationships With Suppliers

AEP often depands on suppliers to accomplish our work objectives. Main-
taining a healthy working refationship with suppliers is important. AEP be-
lieves that promoting a healthy business relationship with suppliers starts
with a procurement process that is open, fair, and emphasizas competitive
bidding in contracts.

The highest standards of personal conduct and business ethics are required
of each empfoyee who is directly involved in buying goods and services, as
well as other employees who are in a position to influence purchase deci-
sions or relationships. In addition, every employee involved in the buying
process must ensure that their actions are on an arms-length basis with sup-
pliers and in accordance with the corporate procurement policy. No bribes,
kickbacks, or similar unlawful or improper payments may be given to any
person or entity for the purpose of obtaining or retaining business for AFP

Relationship With The Environment

AEF is committed to environmental excellence and leadership to achieve the
highest level of environmental protection and enhancement, in full cormpfi-
ance with all applicable laws and regulations, consistent with providing a
reliable and economical supply of energy. Employee awareness and commit-
ment to cempliance with environmental requirements are key to mesting our
legal obligations and protecting the envirenment today and for generations
to come.

Striving for environmental excellence depends on the individual efforts of
thousands of AEP employees, working tegether with a shared commitment
to environmentat protection and enhancement. All employees are expected
to assume respansibility for environmental protection and will be held ac-
countable for willful viclations of environmental laws or regulations.
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Each employee and officer should deal fairly with our customers,
suppliers, competitors, and employees. No employee should take
anfair advantage of anyone through manipelation, concealment,
abuse of privileged information, misrepresentation of material facts,
or any other unfair-dealing practice.

Antitrust

All employees are responsible for ensuring that our business is conducted
in compliance with state and federal antitrust laws. Antitrust laws are com-
ptex. The premise, however, is simply that the economy and public will bene-
fit most if husinesses compete vigorously, free from unreasonable restraints
on competition and trade. In general, the antitrust laws prohibit:

= Joint action, by means of conspiracies, agreements and other
understandings between twa or more competiters regarding prices,
customers, territories, and other pelicies or conduct that unreasonably
restrain competition.

* Unilateral action that is exctusionary and tends to create or maintain
monopoly power in the marketplace for some particular product or
service.

= Discrimination in the prices to buyers of simitar goods, who are similarly
situated, during the same market conditions, subject to several complex
defenses and conditions.

» False or mislzading advertising that either disparages a competing
product or service, or conveys materially misleading information about
our gwn product or service.

= Mergers and acquisitions that tend to raduce competition.
Viclation of these laws can carry severe civil and criminal penatties for both

AEP and the individual. All employees should be alert to businass situations
that raise antitrust issues. Employees who fail to comply with the antitrust

laws may be subject to disciplinary action, which could include termination
of employment. If you have any questions ahout the laws’ applicability to
your conduct — or if you are uncertain whether a situation involves antitrust
issues — do not continug the conduct or conversation until you have con-
sulted with your supesvisor or contacted the AEP Legal Department.

Gifts And Entertainment

All business decisfons should be made objectively, solely on the hasis of
quality, service, price, and similar competitive factors. Employees may not
accept gifts, favors, services, payments, privileges, or special treatment of
any kind from a customer, supplier, or contracter, nor may employees give
them to anyone in a husiness relationship unfess to do so would be: 1) con-
sistent with good business practices; 2) of a nature not construed to be a
business inducement; 3) of a nominal value; and 4) not embarrassing to AEP
if there were public disclosure.

Gifts nat in compliance with the standard that are received by an employee
must be returned to the dongr, accompanied with an explanation about this
standard. If perishable, the gift should be donated to a charitabla organiza-
tion and the denor notified of the action taken.

Meals and other social events, the main purpose of which is to establish
and maintain necessary business relationships, are considered lagitimate
business practices. Employees may not accept or provide any offers of favish
business meais or entertainment that are not related directly o the conduct
of business or that could be interpreted or appear as having been made with
the intent to influence the business judgment of the recipient.

Employees should also refrain from accepting meals and entertainment
offers from suppliers on a regular basis, where the appearance of routine
acceptance might lead others to assume that husiness judgment could be in-
fluenced. Other forms of entertainment such as theater tickets, sports event
tickets, golf dates, or other putings may be acceptable if it is practical to
reciprocate. The employea must obtain supervisary approval if reciprocation
is not practical hut the employee feels it is in AEP's best interest to attend.



AFP recognizes that under certain circumstances, providing or accepting
invitations to functions that invoive travel or overnight stays could be in
the baest intarests of AEP and contribute to good working relationships with
customers or suppliers. AEP will pay all expenses for the empioyeas wha
participate in supplier or potential supplier-sponsored trips and activities to
the extent practical. The supervisor of the attending employee must approve
the attendance at these functions. Employees must also have appropriate
management approval for the provision of these henefits.

Conflicts of Interests

Conflicts of interest arise when an employee’s position or responsibilities
present an opportunity for persanal gain or when an employee’s personal
interests could influsnce the employee’s professional conduct to the benefit
of the employee. Employees, individually or in collusion with others, must
avoid any business, financial or other refationship where personal interests
actually conflict with, or would appear to conflict with, the interests of the
Company or its shareholders.

For the purpases of AEPS Principles of Business Conduct, a “financial re-
lationship” is defined as one that is significant enough to materially affect
an individual's activities. This definition does not apply to an interest as a
security holder in companies whose securities are listed on any national
securities exchange or traded over the counter by members of the National
Association of Securities Dealers, unless the holdings in the company ex-
ceed 1% of voting control.

Examples of patantial conflics of interest are: outside employment; investing
or participating in anather company in competition with AEP; investing or
participating with another company that supplies goods and services o
AEP; and accepting gifts, payments or loans conferred as a result of an
employee’s position with AEP. These activities should be undertaken only
with great caution or should be avoided altogether. Prior approval is required
for any employze to perform work or services for or have a financizl interest
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in an outside entity that does or seeks to do business with the Company
(other than as a customer of the Cormpany) or that competes with services
provided by the Company.

Employees considering, or who currently have, such refationships must
notify their supervisor in writing. The supervisor will forward the written
notification to AEP Business Ethics & Corporate Compliance, who will make
a determination if the relationship is consistent with AEPS Principles of
Business Conduct.

Corporate Opportunities

Employees must not use AFP property, information, or position for personal
gain or to compete with AEP. Employees must not take for themselves
opportunities that belong to the Company. Any business venture or opportunity
that employees learn about or develop in the course of their employment that

is related to any current or prospective business of AEP rightfully belongs to ‘

the Company and not to employees or their representatives who may be in a
position to divert the opportunity to themsalvas.

Insider Information

The federal securities laws prohibit the buying or selling of a company’s
stock based on infarmation that is not generally knawn to the investing
pudlic. The use gy an AEP employes of non-public information about the
Company or any other company, such as a supplier with whom the Company
does business, for his or her own financial benefit is not only unethical but
is also a violation of tha securities laws and may subject the employee 1o
fines and imprisonment.

Insider information includes any material, non-public Company information
an employee learns about through his or her employment. Examples of
material information include financizl results, news of a pending or proposed
company transaction, regulatory actions or proceedings, development of legal
proceedings, significant changes in corporate strategy, news of a significant

sale of assets, changes in dividend policies, financial liguidity changes, or
other events that may impact the Company’s earnings. Employees must not
buy or sell any of the Company's stock untit after the public has received the
information and the stock market has had time to react to it.

Employees must not disclose inside infarmation to third persons, inchuding
family, friends, and acquaintances. Third persons who trade AEP stock
based on insider information obtained from an employee of the Company
may subject the employee to criminal and/or civil liability under the
securities laws, whether or not the employee benefits from the transaction.
All employees should refer to the AEP Insider Trading 'Pniicy to ensure
compliance with the securities laws that govern insider trading.

Employees Engaged in Trading Activities

In addition to complying with ALPS Prnciples of Business Conduct, all
AEP empluyees engaging in trading activities must also certify compliance
with the AEP Comenercial Operations Risk Policy on a periodic basis. This
periodic certification also applies to employees who conduct or support
energy market-related activities or employees who are directly responsible
for supparting, reviewing, or authorizing AEP's energy commodity market
activities, whether physical or financial. The Commercial Operations Risk
Paticy incorporates a separate Code of Conduct, which reflects AEP's internal
principles and practices, as well as rules promulgated by the Federal Energy

Regutatory Commissian {FERC).
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AEP is committed to nurturing strong and productive relationships
with our public officials and regulators. Employees must conduct
Company businegs before public efficials and requliators openly and
honestly, exercising the utmost integrity at all times. When in doubt
on any ethical question, always choose the highest standard,

Employee Political Participation

Employees are encouraged to participate in political and civic activities.
However, they must ensura they are fully able to meet the responsibilities
of their job and that no conflict of interest exists between their employment
and their duties in the public or civic arena. Employees seeking an elective
office must be sensitive to potential conflicts of interast,

The Company recognizes that major corporate issues can be at stake in
the political arena and maintains a public policy program to advocate
the Company’s positions on these issues. Such advocacy often involves
communication with elected afficials. However, the Company will exert no
pressure, direct or indirect, to influence decisions of employees who serve
in public positions.

AEP expacts employee officeholders confronted with potential cenflicts of
interest to act in the public interest, guided by their consciences. Whether
or not those decisions affect the Company, employee officefiolders must

avoid even the appearance of conflicts of interest. Sueh consideration by '

the employee may include the need to recuse oneself from such decisions.
Employees expressing their parsonal views on political issues or candidates
must indicate clearly that such views are their own; they are not acting on
hehalf of the Company.

Personal Political Contributions

Employeas must comply fully with federal, state, and local laws that forbid
the use of corporate funds or resources for support of political parties or
candidates. Every employee has the right to participate in political matters
and decide to whom or fo what organization to contribute any perscnal
political contribution. Company pressure of any kind, direct or implied, is
not permitted.

Government Relations

Many federal, state and local laws or poficies strictly prohibit or severely
limit the furnishing of meals, gratuities, entertainment or anything else of
value to state and local government officials, emplaoyees, or candidates
for any such office by employees on behalf of the Company. Employees
responsible for contacts with state and federal agencies and other levels
of government must be totally familiar with, and fully abide by, any specific
standards adopted by the various agencies or ather government bodies. In
addition, these employees must comply fully with 2l lobbyist registration
and reporting requirements, as prescribed by applicable law.
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Everyone working for the AEP System has a duty to safeguard the
Company's assets against theft, loss, or misuse. These assets
belong to the Company, provide AEP employees with their means of
livelihood, and should be used only for legitimate business purposes.
These assets include information, as well as money, equipment,
supplies, facilities, and materials.

Every precaution should be taken to prevent passing information to
unauthorized persons particularly in those areas where confidential
information and technologies play a majer role in business strat-
egy. Constant vigilance in protecting AEP System trade secrets and
business and technological data against improper use is essential.
Similarly, an accurate accounting for uses made of the Company's
assets, as well as employee time is required. Company resources
must not be diverted for inappropriate or unauthorized uses.

Accurate Accounting

Many people, both inside and outside the Company, have a legitimate interest
in AEP Systern operations. They rely on the timeliness, accuracy, and integrity
of our information to make decisions conceming a wide range of important
matters. These include rates, investments, pemits, inventories, maintenance,
certifications, purchases, contracts, taxes, and insurance rates.

Therefore, every individual involved in creating, transmitting or entering
information inte financial and operational records is responsible for doing
so fully, accurately, and with appropriate supporting documentation. Full
compliance with established accounting procedures and controls is expected
and required. The Company's records, books, and documents must accurately
reflect all transactions and provide a fufl account of the organization's
assets, fiabilities, revenues, and expenses in order to accomplish the
above and to comply with related laws and generally accepted accounting
principles. Knowingly entering inaccurate or fraudulent information into
AFP's accounting system is unacceptable, may be illegal, and is grounds
for discipfine including termination of employment. Every employee must
cooperate with the Company's authorized internal and external auditors.

All employees share the responsibility for the detection and prevention
of fraud and similar inappropriate conduct. Employees must immediately
report actual or suspected instances of fraud to an appropriate member
of management, or to a Vice President or Director within Audit Services,
Business Ethics & Corporate Compliance, or Human Resources. Suspected
fraud can also be reported confidentially and anonymously through the AEP
Concerns Line at 1-800-750-5001.

Intercompany Relations

Subsidiaries of American Electric Power Company, Inc. are governed by
laws and requlatory rules that regulate transactions between them. These
laws and rules are intended to prevent cross-subsidies and to avoid the
misstatement of expenses and earnings. The AEPSC Acceunting Department
or the AEP Legal Department should be consultad for assistance in
these areas.

SEC Reporting and Public Communications

All AEP employees participating in the preparation of reports or documents
filed with or submitted to the SEC or engaging in public communications
made on behalf of the Company shall endeavor to ensure full, fair, accurate,
timely, and understandable disclosure in reports and documents that the
Company files with or submits to the SEC and in other communications made
on behalf of the Company.

Internal Control Requirements

Management is responsible for developing, implementing, and monitoring
an effective system of business controls for the purpose of providing all
stakeholders reasonable assurance that laws are being obeyed, financial
reporting is accurate and operations are managed efficiently and effectively.
Allemployees are responsible for complying with the policies and procedures
that incgrporate these controls.
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Secuwrity of Property and Confidential Information
All employees with access to Company funds, property, or information have a
responsibility to manage them with the highest level of integrity and to avoid
any misuse of these assets. Fraud, theft, embezziement, or other improper
means of ndtaining corporate funds are not only unethical but also illegal.

Preventing the theft, misuse, or misappropriation of Company property by
others should concern every employee. These losses can often be limited
through normal precautions such as securing equipment, supplies, and ma-
terials and by handling Company assets in a careful and prudent manner.

All employees must protect the Company's and third parties’ confidentia!
information and prevent the information from being improperly disclosed to
others inside or outside the Campany. Confidential information includes all
non-public information about the Company’s customers and suppliers, the
Company’s business plans, and the Company’s operational information. It
may also include information that suppliers and customers provide to us.

Records Retention

Records must be retained in accordance with AEP's Records Retention Man-
ual. However, records that are subject to a litigation hold, including requests
from a government agency, private individual, or corporation as part of a le-
gal proceeding, or records that are relevant to pending or anticipated litiga-
tion, must be preserved. This document preservation obligation supersedes
any docurrent retention period specified by any record retention poicy.

The ALP Legal Department will advise employees of the need to preserve all
documents, in all media formats. Employees with guestions regarding the
disposition of a particular document should contact the AEP Legat Depart-
ment before disposing of the document.

Intellectual Property

AEP has made major investments in intellectual property, such as
technological developments and designs, computer software, and strategic
plans. Protecting these properties against misappropriation is a priority for
the Company.

No one working for the AEP System may disclose to unauthorized individuals
—whether inside or outside of the Company —any information which would
tend to compromise proprietary technologies or trade secrets. In addition,
reasenahle precautions must be taken ta prevent the inadvertent disclosure
of this information. Employees are encouraged te communicate regarding
these matters only with those who have a nead to know and are authorized
to have the information.

The handling of property rights in inventions, knowledge and employee work
products is significant to the AEP System. Experience has shown that new
developments or inventions by employees generally occur in the course of
their work assignment, on company time, using company facilities.

AEP's ownership rights forinventions, knowledge, and employee work product
(“Intellectual Property”) must be establishad and protected under applicable
laws and utilized for the benefit of the Company. The Company owns all
Intellectuzl Property made, developed or conceived by an employee during
the employee’s term of employment through the use of company resources,
time ar facilities, or which in any way relate to the employeg’s employment
or the electric utility field. Employees whe discover new intellectual Property
have an ohligation to report those discoveries to their supervisor.

Just as we expect our intellectual property rights to be observed, we will
respect the intellectual propertyrights of others. Employees may not intercept,
duplicate, or appropriate through electronic or other means, materials such
as computer software, audio or video recordings, publications, or other
protected intellectual property except by permission of the intellectual
praperty right helder. Additionally, any offer of confidential information from
outside sources must be refused until the AEP Legal Department has been
consulted and permission from Legal has been obtained.
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SUMMARY OF :
THE COMMISSION'S OPINION AND ORDER OF SEPTEMBER 28, 2000
IN THE COLUMBUS SOUTHERN POWER COMPANY AND OHIO POWER COMPANY
ELECTRIC TRANSITION PLAN CASES
CASE NOS. 99-1729-EL-ETP AND 99-1730-EL-ETP

On June 22, 1999, the Ohio General Assembly passed legislation requiring the
restructuring of the electric utility industry and providing for retail competition with
regard to the generation component of electric service (Amended Substitute Senate Bill
No. 3 of the 123" General Assembly). Governor Bob Taft signed this legislation (SB 3) on
July 6, 1999, and most provisions of SB 3 became effective on October 5, 1999. Section
4928.31, Revised Code, requires each eleciric utility to file with the Commission a
transition plan for the company’s provision of retail electric service in the state of Ohio.

On December 30, 1999, Columbus Southern Power Company and Ohio Power
Company (hereinafter jointly referred to as “AEP”) filed transition plans, as well as
requests for receipt of transition revenues. On May 8, 2000, a stipulation and
recommendation on AEP’s transition plans, was filed on behalf of the following 23 parties:

AFP,

Appalachian People’s Action Coalition,

Association for Hospitals and Health Systems, also d/b/a the
Ohio Hospital Association,

Buckeye Power, Inc.,

Columbia Energy Services Corporation,

Columbia Energy Power Marketing Corporation,

Enron Energy Services, Inc.,

Industrial Energy Users-Chio,

The Kroger Company,

Mid-Atlantic Power Supply Association,

National Energy Marketers Association,

NewEnergy Midwest, LLC,

Ohio Consumers’ Counsel,

Ohio Council of Retail Merchants,

Ohio Department of Development,

Ohio Manufacturers’ Association,

Ohio Partners for Affordable Energy,

Ohio Rural Electric Cooperatives, Inc,,

Peco Energy Company, d/b/a Exelon Energy,

Public Utilities Commission staff,

Strategic Energy L.L.P.,

WPS Energy Services, Inc., and

WS0S Community Action Commission, Inc.

Dynegy, Inc. and Ohio Environmental Council have stated that they do not oppose
the May 8, 2000 stipulation. The evidentiary hearings were held on May 9, 31, and June 7,
8, and 12, 2000. Local public hearings were held on June 5, 2000, in East Liverpool, Ohio
and on June 22,2000, in Columbus, Chio. On June 19, 2000, AEP and ‘Ameritech New
Media, Inc. filed a stipulation to resolve their differences.
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99-1729-EL-ETP and 99-1730-EL-ETP C i

In the opinion and order, the Commission is approving the agreements submitted
by the various parties listed above with certain modifications regarding the load shaping
service, the operational support plan, and the employee assistance plan. The Comunission
defers a ruling upon the independent transmission plan, as allowed by Section
4928.34(A)(13), Revised Code. The Commission found that the terms of the agreements,
considered in their totality, advance the public interest and provides substantial benefits to
all customer classes. The stipulations provide for extended rate freezes, flexibility for
larger contract customers not otherwise available, and defined transition periods for AEP.
The stipulations, among other things:

(1)  Provide a five-percent reduction of AEP’s generation component for
residential rate schedules;

(2)  Create shopping credits that facilitate the development of the retail
marketplace;

(3) Commit AEP to absorb certain costs associated with transitioning to a
competitive marketplace;

(4) Commit AEP to provide certain types of assistance to transmission

' users for a period of time; '

(5)  Commit AEP to provide funds (up to $10 million) for reimbursement
of certain transmission costs of suppliers and customers;

(6)  Commit AEP to develop and propose resolutions of reciprocity and
interface/seams issues;

(7)  Provide a credit to suppliers for consolidated billing; and

(8)  Provide relief from certain charges for certain customers that switch
suppliers between 2006 and 2007.

The Commission also determined that AEP’s transition plan filings, as amended by
the settlement agreements and subject to the conclusions in the decision, are in compliance
with the statutory requirements contained in SB 3. By approving the stipulations as set
forth in this decision, the Commission also authorizes certain accounting treatments for
AEP to create the necessary regulatory assets, defer costs, and recover those costs through
a regulatory transition charge.

This summary was prepared to provide a brief statement of the Commission’s
action in these cases. It is not part of the Commission’s decision and does not supersede
the full text of the Commission’s opinion and order. -
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BEFORE
THE PUBLIC UTILITIES COMMISSION OF CHIO

" In the Matter of the Applications of
Columbus Southern Power Company and
Ohio Power Company for Approval of
Their Electric Transition Plans and for
Receipt of Transition Revenues.

Case Nos. 99-1729-EL-ETP
99-1730-EL-ETP

R o

QPINION AND ORDER

The Commission, coming now to consider the stipulations, testimony, and other
evidence presented in these proceedings, hereby issues its Opinion and Order.

APPEARANCES:

Marvin I. Resnick, Edward J. Brady, and Kevin F. Duffy, American Electric Power
Service Corporation, One Riverside Plaza, Columbus, Ohio 43215, and Porter, Wright,
Morris & Arthur, LLP, by Daniel R. Conway and Mary Kay Fenlon, 41 South High Street,
Columbus, Ohio 43215-6194, on behalf of Columbus Southern Power Company and Ohio
Power Company.

Betty D. Montgomery, Attorney General of the State of Ohio, by Duane W. Luckey,
Section Chief, and Thomas W. McNamee and Stephen A. Reilly, Assistant Attorneys
General, Public Utilities Section, 180 East Broad Street, 9% Floor, Columbus, Chio 43215-
3793, on behalf of the staff of the Public Utilities Commission of Ohio.

Betty D. Montgomery, Attorney General of the State of Ohio, by Jodi M. Elsass-
Locker, Assistant Attorney General, 77 South High Street, 29™ Floor, Columbus, Ohio
43215, and Maureen R. Grady, 369 South Roosevelt Avenue, Columbus, Ohio 43209, on
behalf of the Ohio Department of Development.

Robert S. Tongren, Ohio Consumers’ Counsel, and Colleen L. Mooney, Terry L.
Etter, Ann M. Hotz, and Dirken D. Winkler, Assistant Consumers’ Counsel, 10 West Broad
Street, Suite 1800, Columbus, Ohio 43215-3485, on behalf of the residential customers of
Columbus Southern Power Company and Ohic Power Company.

McNees, Wallace & Nurick, by Samuel C. Randazzo, Gretchen ]J. Hummel, and
Kimberly J. Wile, Fifth Third Center, 21 East State Street, Suite 1700, Columbus, Ohio
43215-4228, on behalf of Industrial Energy Users-Ohio.

Boehm, Kurtz & Lowry, by Michael L. Kurtz, 2110 CBLD Center, 36 East Seventh
Street, Cincinnati, Ohio 45202, on behalf of The Kroger Company.

Chester, Willcox & Saxbe LLP, by John W. Bentine and Jeffrey L. Small, 17 South
High Street, Suite 900, Columbus, Ohio 43215, and William T. Zigli and Ivan L. Henderson,
601 Lakeside Avenue, Room 106, Cleveland, Ohio 44114, and Climaco, Lefkowitz, Peca,
Wilcox & Garfoli Co. LPA, by Anthony J. Garfoli, Joe Hegedus, and Scott Simpkins, on
behalf of the city of Cleveland.
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Name of Respondent This Report is: Pate of Report |Year of Report
(1) X An Originai (Mo, Da, ¥r)
Columbus Southem Power Company (2) A Resubmission 1 Dac 31, 2001
J NOTES TO FINANCIAL STATEMENTS {Continued}

1. significant Accounting Policies: "k .

Buslness Operations ~ Columbus Scithern Power Company (CSPCo) "is a public utility
engaged in the generation, purchase, sale, transmission and distribution of
electric power to 678,000 retail customers in central and southern Ohio. CSPCo
is a wholly-owned subsidiary of American Electxic Power Company, Inc. {(AEP Co.,
Inc.}, & public utility heolding company. CSPCo as a member of the AEP Power Pogl
shares in the revenues and costs of the AEP Power Pool’s wholesale sales to
neighboring utility systems and power marketers CS5PCo also sells wholesale
powaer to municipalities,

Rate Regulation - As a subsidiary of AEP Co., Inc., CSPCo is subject to the
regulation of the Securities and Exchange Commission (8EC) under the Public
Utility Holding Company Rect of 1935 (PUHCR). Retall rates  are regulated by the
Public Utilities Commission of Ohio (PUCO). The Pederal Energy Regulatory
Cormission (FERC} regulates the Company’s wholesale and transmission rates. -

Bazis of Accounting - The accounting of the Company is subject in certain
respects to both the requirements of the PUCC and the FERC, The financial
statements of the Company have been prepared in accordance with the accounting
requirements of the Uniform System of Accounts prescribed by the FERC. The
principal differences from generally accepted accounting principles include
accounting for subsidiaries on the equity basis, the exclusion of current
maturities of long-term debt from current ljiabilities, the exclusion of
comparative statements of retained earnings and cash flows, the requirement to
report deferred tax assets and liabilities separately rather than as a single
amount and recording expenses for factored customer accounts receivable and
accrued utility revenues as miscellaneous income deductions instead of as
operating expenses.

As a cost-based rate-regqulated entity, CSPCo's financial statements reflect the
actiens of regulators that result in the recognition of revenues and expenses in
different time periods than enterprises that are not rate regulated. In
accordance with Statement of Financial Accounting Standards (SFAS) No. 71,
"Accounting for the Effects of Certain Types of Regulation," regulatory assets
(deferred expenses) and regulatory liabilities (deferred revenues) are recorded
to reflect the economic effects of regulation by matching expenses with their
recovery through regulated revenues. BApplication of SFAS 71 for the generation
portion of the business was discontinued in Qhio and FERC. See Note 3 "Customer
Choice and Industry Restructuring” for additional information.

Use of FEstimates - The preparation of these financial statements reguires in
certaln instances the use of estimates and assumptions that affect the reported
amounts of assets and liabilities along with the disclosure of contingent
liabilities at the date of financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Property, Plant and Fquipment - Electric utility plant is stated at ecriginal cost
of the acquirer and is generally subject to first mortgage liens. Additions,
major replacements and betterments are added to the plant accounts. Retirements

[FERC FORM NO. 1 {ED. 12-88) Page 123 ' . ]




Name of Respondent This Report is: Date of Report |Year of Report
{1) X An Original {Mo, Da, Yr}
Columbus Scuthem Power Company (2} A Resubmission i Dec 31, 2001
NOTES TO FINANCIAL STATEMENTS {Continued)

Comprehensive Income - Comprehensive income is defined as the change in equity
(net assets) of a business encerprise during a period from transactions and other
events and circumstances from non-owner sources. It includes all changes in
equity during a pericd except those resulting from investments by owners and
distributions to cwners. Comprehensive income has two components, net income and
other comprehensive incoms. There were no material differences between net
income and comprehensive income.

Segment Reporting - CSPCo has adopted SFAS No. 131, which requires disclosure of
selected financial information by business segment as viewed by the chief
operating decision-maker. See Note & “Business Segments” for further discussion
and details regarding segments. .

EPS -CSPCo is a wholly-owned subsidiary of AEP and is not required to report EPS.
2., Extraordinary Items and Cumulative Effect:

Extraordinary Items - Extraordinary items were recorded for the discontinuance of
regulatory accounting under SFAS 71 for the generation portion of the business in
the Ohio state jurisdiction. See Note 3 “Customer Choice and Industry
Restructuring” for descriptions of the restructuring plans and related accounting
effects. CSPCo recognized an extraordinary loss for stranded Ohio Public Utility
Excise Tax (commonly known as the Gross Receipts Tax ~ GRT) net of allowable Ohio
coal credits during the guarter ended June 30, 2001, This loss resulted from
regulatory decisions in connection with Ohio deregulation which stranded the
recovery of the GRT. Effective with the liability affixing on May 1, 2001, CSPCo
recorded an extraordinary loss under SFAS 101. The Company has appealed to the
Ohio Supreme Court the PUCO order on Ohio restructuring that the Company believes
failed to provide for recovery for the final year of the GRT. - The Ohic Supreme
Court decision is expected in 2002,

The following table shows the compenents of the extraordinary items reported on
the statement of income:
: ; Year Ended
December 31,
2001 2000
{in millions)

Extracrdinary Items:
Discontinuance of Regulatory
Aceocounting for Generation:

Ohio Jurisdiction $(30) $¢25)

3. Customer Choice and Industiry Restructuring:

Prior to 2001 customer choice/industry réestructurihg legislation was passed in
Ohic allowing retail customers to select alternative generation suppliers.
Customer choice began on Januwary 1, 200! in Ohio, buring 2001 alternative
suppliers registered and were approved by the PUCO as regquired by the Qhio Act.
At January 1, 2002, virtually all customers continue te receive supply service
from CSPCo with a legislatively required residential generation rate reduction of

IFERC FORM NO. 1 (ED. 12-88} Page 123.5 , ]




Name of Respondent This Report is: Date of Report |Year of Report |
(1) X An Origina! {Mo, Da, Yr)
Columbus Southern Power Company {2} A Resubmission it Dec M1, 200t
NOTES TO FINANCIAL STATEMENTS (Cantinued)

5%. All customers continue to be served by CSPCo for transmission and
distribution services.

The Ohio Act provides for a five-year transition pericd to move from cost based
rates to market pricing for electric generation supply services. It granted the
PUCO broad oversight responsibility for promulgation of rules for competitive
retail electric generation service, approval of a transition plan for each
electric utility company and addressed certain major transition issues including
unbundling of rates and the recovery of stranded costs including regulatory
assets and transition costs.

The Ohio Act made several changes in the taxation of electric companies.
Effective Janwary 1, 2001 the assessment percentage for property taxes on all
electric company property other than transmission and distribution was lowered

from 100% to 25%, The assessment percentage applicable to¢ transmission and
distribution property remains' at $8%. Also, electric companies were exempted
from the excise tax based on receipts. To make up for these tax reductions

electric distribution companies became subject to a new KWH based excise tax.
Since electric companies no longer paid the gross receipts tax, they became
liable, as of Januwary 1, 2002 for the corperation franchise tax and municipal
income taxes.

In preparation for the January 1, 2001 start of the transition period, CSPCo

filed a transition plan in December 1999. After negotiations with interested
parties including the PUCO staff, the PUCO approved a stipulation agreement Ffor
CSPCo’s transition plan. The approved plan included, among other things,
recovery of generation-related regqulatory assets over eight years for C5PCo
through frozen transition rates for the first five years of the recovery periad
and through a wires charge for the remaining years. At December 31, 2000, the
amount of regulatory assets to be amortized as recovered was 5248 million for
CSPCo.

The stipulation agreement required the PUCO to consider implementation of a gross
receipts tax credit rider as the parties could not reach an agreement.

Bs of May 1, 2001, electric distribution companies became subject to an excise
tax based on KWH sold to Ohio customers. The last tax year for which Ohio
electric utilities will pay the excise tax based on gross receipts is May 1, 2001
through april 30, 2002. As required by law, the gross receipts tax is paid in
advance of the tax year for which the utilify exercises its privilege to conduct
business. CSPCo treats the tax payment as a prepaid expense and amortizes it to
expense during the tax year,

Tollowing a hearing on the gross receipts tax issue, the PUCO deteimined that

. there was no duplicate tax overlap period. The PUCO ordered the gross receipts

tax credit rider to be effective May 1, 2001 instead of May 1, 2002 as proposed
by the companies. This order reduced CS5PCo’s revenues by approximately 540
million. CSPCo’s request for rehearing of the gross receipts tax issue was also
denied by the PUCO. A decision on an appeal of this issue to the Ohio Supreme
Court is pending.

As described in Note 2, the PUCO’s denial of the request for recovery of the

[FERC FORM NO. 1 (ED. 12-88) Page 123.6 7]
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NOTES TO FINANCIAL STATEMENTS (Continued)

final year’s gross receipts tax and the tax liability affixing on May 1, 2001
stranded the prepaid asset. As a resul{, an extraordinary loss was recorded in
2001, -

Cne of the intervenors at the hearings for approval of the settlement agreement'

(whose request for rehearing was denied by the PUCO} filed with the Chio Supreme
Court for review of the settlement agreement. During 2001 that intervencr
withdrew from competing in Ohio. The Court dismissed the intexvenor’s appeal.

CSPCo’s fuel costs were no longer subject to PUCO fuel clause recovery
proceedings beginning January 1, 2001. The elimination of fuel clause recoveries
in ©Chio subjects CSPCo to risk of fuel market price wvariations and could
adversely affect their results of operations and cash flows.

Discontinvance of the Application of SFAS 71 Regulatory Accounting in Ohio

The enactment of restructuring legislation and the ability to determine
transition rates, wires charges and any resultant gain or loss under
restructuring legislation in Ohio enabled CSPCo to discontinue regulatory
accounting under SFAS 71 for the generatior portion of their business. . Under the
provisions of SFAS 71, regulatory assets and regulatory liabilities are recorded
to reflect the economic effects of regulation by matching expenses with related
regulated revenues.

The discontinuance of the application of SFAS 71 in ©Ohio in accordance with the
provisions of B3FAS 101 and EITF TIssue 97-4 resulted in recognition of
extraordinary losses in 2000. The discontinuance of SFRS 71 can require the
write-off of regulatory assets and liabilities related to the deregulated
operations, unless their recovery is provided through cost-based regulated rates
te Le collected in a portion of operations which continues to be rate regulated.
Additionally, a company must determine if any plant assets are impaired when they
discontinue SFAS 71 accounting. At the time the Company discontinued SFAS 71,
- the analysis showed that there was no accounting impairment of generation assets.

Prior to 1998, CSPCo’s financial statements reflected the economic effects of
regulation under the reguirements of SFAS 71. As a result of deregulation of
generation, the application of SFAS 71 for the generation portion of the business
in Chio was discontinued. Remaining generation-related regulatory assets will be
amortized as they are recovered under terms of transition plans. Management
believes that substantially all generation-related regulatory assets and stranded
costs will be recovered under terms of the transition plans. If future events
were Lo make their recovery no longer probable, the Company would write-off the
portion of such regulatory assets and stranded costs deemed unrecoverable as a

non-cash extraordinary charge ‘to éarnings. If any write-off of regulatory asséts =

or stranded costs occurred, it could have a material adverse effect on future
results of operations, cash flows and possibly financial condition.

4. Commitments and Contingencies:

Construction and COther Commitments - The company has substantial construction

[FERC FORM NO. 1 {ED. 12-88} Page 123.7 ]
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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

(Mark One)

i ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2011

[ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to.
LR.S.
Empioyer
Commission Registrants; States of Incorporation; Identification
File Number Address and Telephone Number Nos.
1-3525 AMERICAN ELECTRIC POWER COMPANY, INC. (A New York Corporation) 13-4922640
1-3457 APPAI.ACHIAN POWER COMPANY (A Virginia Corporation) 54-0124790
1-3570 INDIANA MICHIGAN POWER COMPANY (An Indiana Corporation) 35-0410455
1-6543 OHIO POWER COMPANY {(An Ohio Corporation} 314271000
0-343 PUBLIC SERVICE COMPANY OF OKLAHOMA {An Oklahoma Cozporation) 73-0410895
1-3146 SOUTHWESTERN ELECTRIC POWER COMPANY (A Delaware Corporation} 72-0323455
1 Riverside Plaza, Columbus, Ohio 43215
Telephone (614) 716-1000
Securities registered pursuant to Section 12(b) of the Act:
Name of Each Exchange
Registrant Title of each class on Which Repistered
American Electric Power Company, Inc. Common Stock, $6.50 par value New York Stock Exchange
Appalachian Power Company None
Indiana Michigan Power Company None
Ohio Power Company None
Public Service Company of Oklahoma 6% Senior Notes, Series B, Due 2032 New York Stock Exchange
Southwestern Electric Power Company None

Secorities registered pursuant to Section 12(g) of the Act: None



Lines of Credit and Short-terin Debt

We use our commercial paper program to meet the short-term borrowing needs of our subsidiaries. The program is
used to fund both a Utility Money Pool, which funds the wiility subsidiaries, and a Nonutility Money Pool, which
funds the majority of the nonutility subsidiaries. In addition, the program also funds, as direct borrowers, the short-
term debt requirements of other subsidiaries that are not participants in either money pool for regulatory or
operational reasons. As of December 31, 2011, we had credit facilities totaling $3.25 billion to support our
commercial paper program. The maximum amount of commercial paper outstanding during 2011 was $1.2 billion
and the weighted average interest rate of comercial paper outstanding during the vear was 0.4%. Our outstanding
short-term debt was as follows:

1

December 31,
2011 2010

Outstanding Interest Outstanding Interest
Type of Debt Amount Rate (a) Amount Rate (a)

(in millions) (in millions)
Securitized Debt for Receivables (b) b 666 027 % $ 690 031 %
Commercial Paper 967 051 % 650 0.52 %
Line of Credit — Sabine (c) 17 1.79 % 6 2.15 %

Total Short-term Debt $ 1,650 $ 1,346

{a) Weighted average rate. ‘

(b) Amount of securitized debt for receivables as accounted for under the "Transfers and Servicing"
accounting guidance.

(c) This line of credit does not reduce available liquidity under AEP's credit facilities.

Credit Facilities
For a discussion of credit facilities, see “Letters of Credit” section of Note 5.
Securitized Accounts Receivable - AEP Credit

AFEP Credit has a receivables securitization agreement with bank conduits. Under the securitization agreement, AEP
Credit receives financing from the bank conduits for the interest in the receivables AEP Credit acquires from
affiliated utility subsidiaries. AEP Credit continues to service the receivables. These securitized transactions allow
AFEP Credit to repay its outstanding debt obligations, continue to purchase our operating companies’ receivables and
accelerate AEP Credit’s cash collections.

In July 2011, AEP Credit renewed its receivables securitization agreement. The agreement provides commitments
of $750 million from bank conduits to finance receivabies from AEP Credit with an increase to $800 million for the
months of July, August and September to accommodate seasonal demand. A commitment of $375 million, with the
seasonal increase to $425 million for the months of July, August and September, expires in June 2012 and the
remaining commitment of $375 million expires in June 2014.

134
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Accounts receivable information for AEP Credit is ag follows:

Years Ended December 31,
2011 2010 20609
(dollars in millions)

Proceeds from Sale of Accounts Receivable $ NA § NA § 7,043
Loss on Sale of Accounts Receivable NA NA 3
Average Variable Discount Rate on Sale of

Accounts Receivable NA NA 057 %
Effective Intcrest Rates on Securitization of

Accounts Receivable 0.27 % 031 % NA
Net Uncollectible Accounts Receivable Written Off 37 22 28

NA Not Applicable

December 31,

2011 2010
(in millions)

Accounts Receivable Retained Interest and Pledged as Collateral

Less Uncollectible Accounts $ 902 § 923
Total Principal Outstanding 666 690
Delinquent Securitized Accounts Receivable 38 50
Bad Debt Reserves Related to Securitization/Sale of Accounts Receivable 18 26
Unbilled Receivables Related to Securitization/Sale of Accounts Receivable 3N 354

Customer accounts receivable retained and securitized for our operating companies are managed by AEP Credit.
AEP Credit’s delinquent customer accounts receivable represents accounts greater than 30 days past due.

14. STOCK-BASED COMPENSATION

As approved by shareholder vote, the Amended and Restated American Flectric Power System Long-Term
Incentive Plan (LTIP) authorizes the use of 20,000,000 shares of AEP common stock for various types of stock-
based compensation awards, including stock options, to employees. A maximum of 10,000,000 shares may be used
under this plan for full value share awards, which includes performance units, restricted shares and restricted stock
units. The AEP Board of Directors and shareholders last approved the LTIP in 2010. The following sections
provide further information regarding each type of stock-based compensation award granted by the Human
Resources Committee of the Board of Directors (HR Committee).

Stock Options

We did not grant stock options in 2011, 2010 or 2009 but we do have outstanding stock options from grants in
carlier periods that vested or were exercised in these years. The exercise price of all outstanding stock options
equaled or exceeded the market price of AEP’s common stock on the date of grant. All outstanding stock options
were granted with a ten-year term and generally vested, subject to the participant’s continued employment, in
approximately equal 1/3 increments on January 1* of the year following the first, second and third anniversary of the
grant date. We record compensation cost for stock options over the vesting period based on the fair value on the
grant date. The LTIP does not specify a maximum contractual term for stock options.

The total fair value of stock options vested and the total intrinsic value of options exercised are as follows:

Years Ended December 31,

Stock Options 2011 2010 2009
(in thousands)
Fair Value of Stock Options Vested $ - 3 - $ 25
Intrinsic Value of Options Exercised (a) 1,202 2,058 106

(a) Intrinsic value is calculated as market price at exercise dates less the option exercise price.
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Line ltem | CSP | OP TOTAL NCTES
2009 SEET *
Earnings $238,527 $266,313 $504,840 Source: Case No. 10-1261-EL-UNC
Equity $1,209,169 $2,828,320 $4,037,489 Source: Case No. 10-1261-EL-UNC
ROE 19.73% 9.42% 12.50% Calculation: Line 2 / Line 3
2010 SEET ™
Earnings $234 127 $298,853 $532,980 Source: Case No. 11-4571(2)-EL-UNC
Equity $1,334,661 $3,024,665 $4,359,326 Source: Case No. 11-4571(2)-EL-UNC
ROE 17.54% 9.88% 12.23% Calculation: Line 7/ Line 8
2011 Actual ***
Earnings $536,500 Source: Case No. 11-346-EL-SSO
Equity $4,450,179  Source: Case No. 11-346-EL-SSQ
ROE 12.06% Calculation: Line 12/ Ling 13
Average ROE 2009 - 2011 12.26% Calculation: Average (Lines 4, 9, 14)

OP from Exhibit TEM-1. CSP from testimony of Staff witness Cahaan and PUCO Order.

Revised Exhibit TEM-1 filed on September 30, 2011

Exhibit WAA-6
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OHIO POWER COMPANY’S RESPONSES
TO THE OFFICE OF THEOHIO CONSUMERS®* COUNSEL’S
DISCOVERY REQUESTS
PUCO CASE 11-346-EL-SSO and 11-348-EL-SSO - Modified ESP
SECOND SET

INTERROGATORY

OCC-INT-2-036 Referring to Company Witness Powers testimony at 19, he testifies
to the Company’s proposal to conduct “energy auctions for 100%
of the SS0O load, with delivery beginning January 2015™:

a. Please identify the Company’s rationale for proposing an
interim energy auction prior to implementing full-requirement
auctions with delivery beginning on June 1, 2015. Please describe
the benefits to SSO customers from such an interim energy
auction.

b. Please identify the basis for the proposed capacity price of
$255/MW-day for auctioned SSO load.

¢. Please explain how the Company would recover the proposed
price of $255/MW-day for capacity support of auctioned SSO load.
Is the Company proposing to recover the cost of capacity support
from winning bidders in the interim energy auction or SSO
customers?

d. Has the Company developed a forecast of the expected auction
clearing price from its proposed interim energy auction?

e. Under the Company’s proposal, would the Genco be allowed to
participate in the interim energy auction? Please explain.

RESPONSE

a. Refer to the Company's response to OCC- Set 2- INT 34 b. i.

b. The proposed capacity price of $255/MW-day for auction SSO load was developed as
part of the overall package proposed in the modified ESP, which is a discount from the
Company's full cost of capacity of $355.72 as presented in Case No. 10-2929-EL-UNC.
c. Please refer to the testimony of Company witness Roush, page 13 lines 13 through
page 14 line 12.

d. No, the Company has not developed a forecast of expected auction clearing prices for
energy auctions with delivery beginning January 2015.

e. Yes.

Prepared by: Philip Nelson



OHIO POWER COMPANY’S RESPONSES
TO THE OFFICE OF THEOHIO CONSUMERS’ COUNSEL’S
DISCOVERY REQUESTS
PUCO CASE 11-346-EL-SSO and 11-348-EL-SSO - Modified ESP
SECOND SET

INTERROGATORY

OCC-INT-2-037 Referring to Company Witness Powers testimony at 20, he testifies
that from January to May of 2015 a “CBP will determine the price
of energy for AEP-Ohio™:

a. Please explain how the price of capacity will be determined.
Will the price of capacity be set at the proposed rate of $255/MW-
day for capacity support of auctioned load?

b. Please identify the Company’s estimate of the price of capacity
for the period January through May of 2015.

¢. Please identify the expected prices for capacity and energy for
2014 as well as those expected for the period January through May
of 2015.

RESPONSE

a. Please refer to the testimony of Company witness Powers' page 19, line 22.

b. The price for capacity for the period January through May of 2015 is currently
estimated to be $355.72 as supported in Case No. 10-2929-EL-UNC.

c. See the testimony of Company witness Thomas for the development of Competitive
Benchmark prices which reflect market pricing of energy and three capacity scenarios as
reflected in the Company's ESP proposal. Those include pricing for the 2014/2015
planning year.

Prepared by: Philip Nelson / Laura Thomas



OHIO POWER COMPANY’S RESPONSES
TO THE OFFICE OF THEOHIO CONSUMERS’ COUNSEL’S
DISCOVERY REQUESTS
PUCO CASE 11-346-EL-SSO and 11-348-EL-SSO - Modified ESP
SECOND SET

INTERROGATORY

OCC-INT-2-038 Referring to Company Witness Powers testimony at 20-21, he
refers to the Company’s proposal for a “partial SSO auction prior
to 2015™:

a. Please explain how the auction-clearing prices from a partial
SSO auction would be reflected in generation rates charged to SSO
customers.

b. Is the Company proposing to charge for capacity support for
the auctioned load? If so, what is the proposed capacity price and
who would be charged for capacity support?

c. Please explain how the auction-clearing prices and capacity
support charges from a partial SSO auction would be reflected in
SSO generation rates while ensuring “no net changes to overall
generation base prices for SSO customers,” as discussed on page
16.

d. Under the Company’s proposal, would the Genco be allowed to
participate in the partial SSO auction? Please explain.
RESPONSE
a. Please see the Company's response to OCC-INT-2-36 c.
b. Please see the Company's response to OCC-INT-2-37 a.
c. Please see the Company's response to OCC-INT-2-36 c.
d. Please see the Company's response to OCC-INT-2-36 e.

Prepared by: Philip Nelson
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COLUMBUS SOUTHERN POWER COMPANY’S
AND OHIO POWER COMP'ANY’S RESPONSE TO
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL
DISCOVERY REQUEST
CASE NO. 11-346-EL-SSO AND 11-348-EL-SSO
FOURTH SET

INTERROGATORY
INT-143. What percentage of OPCo’s annual genetation for the years 2000
through 2010, by year, was assigned to off-system sales?

RESPONSE
See OCC INT-143 Attachment 1.

Prepared By: Philip J. Nelson =



0CC 4-143 Attachment 1
OPCOD and CSP Annual Percentage of Generation Assigned to Off-System Sales

OPCO Csp
2000 15.40%  17.50%
2001 18.60%  19.90%
2002 1990%  18.10%
2003 23.60%  24.90%
2004 19.90%  26.20%
2005  18.50%  23.40%
2006  20.20%  20.80%
2007 13.90%  27.30%
2008 11.40%  19.20%
2009 7.50%  15.30%
2010 8.90%  15.30%



OCC Ex P2-

COLUMBUS SOUTHERN POWER COMPANY'S
AND OHIO POWER COMPANY’S RESPONSE TO
THE OFFICE OF THE OHIO CONSUMERS’ COUNSEL
DISCOVERY REQUEST
CASE NO. 11-346-EL-SSO AND 11-348-EL-SSO
FOURTH SET

INTERROGATORY
INT-139. What was the actual total margin (profit) from all off-system sales
each year, for the years 2000 through present for CSP and for

OPCo?
RESPONSE
OPCo & CSP 's 0SS margins {$000)
/.

OPCo ospP -

2010 81,304 ?3,553 -
2008 61.879 51,268
2008 181,498 146,560
2007 171,392 142,730
2006 199,737 133,501

2005 145,062 89,921

2004 96,988 64,849 |
2008 73,625 53,373
2062 77,282 57,333
2001 106,151 75,036
2000 136,352 89,001

Prepared By: Philip I. Nelson



