Before
THE PUBLIC UTILITIES COMMISSION OF OHIO

In the Matter of the application of :

OHIO POWER COMPANY : Case No. 17- -EL-AIS
for authority to issue and sell promissory notes and

to enter into interest rate management agreements

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

APPLICATION

Applicant, Ohio Power Company, respectfully requests authority to make long-term
borrowings of up to $550,000,000 from time to time, through May 31, 2018. In support of its
Application, Applicant states as follows:

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 September 30,
2016 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 there were none issued and outstanding; and

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

THIRD: As of September 30, 2016, Applicant had outstanding $1,613,705,000 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 September 30, 2016.
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FOURTH: Attached hereto as Exhibit A are unaudited financial statements, including a
balance sheet and statements of income and retained earnings of the Applicant as of September
30, 2016.

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, 2018, unsecured promissory notes (“Notes™) in the aggregate principal
amount of up to $550,000,000. The Notes may be issued in the form of either Senior or
Subordinated Debentures (including Junior Subordinated Debentures) or other promissory 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 $550,000,000.

The Notes will mature in not more than 60 years. The interest rate of the Notes
may be fixed or variable and will be sold by (i) competitive bidding; (ii) 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 4.0% the yield to maturity on United States 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 4.0% 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 6% per annum. If it is deemed advisable, the
Notes may be provided some form of credit enhancement, including but not limited to a letter of
credit, 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
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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. 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 restrictive
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.

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 further
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
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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
flexibility when striving to reduce its effective interest cost and manage interest cost on
financings.

A. Interest Rate Management Agreements

The Interest Rate Management Agreements will be products commonly used in

9% ¢ 9 ¢

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

9 ¢

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
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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 management 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.

If Applicant utilizes Interest Rate Management Agreements, Applicant’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.
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The authorization which Applicant requests herein to enter into Interest Rate
Management Agreements is consistent with the authority granted 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, together with any other funds which may become available to Applicant, will be used
to pay at maturity or refund long-term debt, to repay short-term indebtedness used to pay at
maturity or refund long-term debt, to fund its construction program and for working capital and
other corporate purposes.

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 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.

* kK
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WHEREFORE: Applicant asks 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 more than 60 years in principal amounts of up to
$550,000,000, in one or more series, and to apply the proceeds of the sale thereof, all as
proposed and described in this Application; and (ii) to enter into Interest Rate Management
Agreements within the parameters proposed and described in this Application.

Respectfully submitted this 7 day of February, 2017.

OHIO POWER COMPANY

oy (3 C D

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.

i

ary Public
omﬁ%smn expires

David C. Hous: *fomey At Law
NOTARYPUBL:  TATE OF OHIO

Dated: February 7, 2017 ‘
Sac. &7 H3RG,
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EXHIBIT A
Financial Statements of Applicant as of September 30, 2016
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
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OHIO POWER COMPANY AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

For the Three and Nine Months Ended September 30, 2016 and 2015

(in millions)

Exhibit A

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2016 2015 2016 2015
REVENUES
Electricity, Transmission and Distribution $ 8644 §$ 7759 $ 23492 § 23204
Sales to AEP Affiliates 5.5 4.4 11.7 79.7
Other Revenues 1.4 2.0 4.8 6.4
TOTAL REVENUES 871.3 782.3 2,365.7 2,406.5
EXPENSES

Purchased Electricity for Resale 203.4 173.1 516.1 431.6
Purchased Electricity from AEP Affiliates 35.9 45.8 121.4 462.6
Amortization of Generation Deferrals 66.1 55.4 173.0 122.2
Other Operation 184.2 170.2 5259 446.8
Maintenance 38.8 394 104.4 121.2
Depreciation and Amortization 69.4 63.7 189.0 178.6
Taxes Other Than Income Taxes 101.9 93.8 291.7 283.2
TOTAL EXPENSES 699.7 641.4 1,921.5 2,046.2
OPERATING INCOME 171.6 140.9 4442 360.3
Other Income (Expense):

Interest Income 0.7 1.2 3.0 4.3
Carrying Costs Income (Expense) 0.9 (1.6) 4.0 10.0
Allowance for Equity Funds Used During Construction 0.3 2.2 3.7 7.0
Interest Expense (27.2) (32.6) (87.7) (96.3)
INCOME BEFORE INCOME TAX EXPENSE 146.3 110.1 367.2 285.3
Income Tax Expense 46.4 38.5 122.5 100.6
NET INCOME $ 999 § 716 $ 2447 3 184.7

The common stock of OPCo is wholly-owned by Parent.

See Condensed Notes to Condensed Financial Statements of Registrants beginning on page 113.
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OHIO POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
For the Three and Nine Months Ended September 30, 2016 and 2015
(in millions)

(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2016 2015 2016 2015
Net Income $ 999 § 716 $ 2447 $ 1847
OTHER COMPREHENSIVE LOSS, NET OF TAXES

Cash Flow Hedges, Net of Tax of $(0.1) and $(0.2) for the Three Months

Ended September 30, 2016 and 2015, Respectively, and $(0.5) and

$(0.6) for the Nine Months Ended September 30, 2016 and 2015,

Respectively (0.2) (0.3) (1.0) (1.0)
TOTAL COMPREHENSIVE INCOME $ 99.7 $ 713 § 2437 § 1837

See Condensed Notes to Condensed Financial Statements of Registrants beginning on page 113.
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OHIO POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN
COMMON SHAREHOLDER’S EQUITY
For the Nine Months Ended September 30, 2016 and 2015
(in millions)

(Unaudited)
Accumulated
Other
Common Paid-in Retained  Comprehensive
Stock Capital Earnings Income (Loss) Total

TOTAL COMMON SHAREHOLDER’S

EQUITY - DECEMBER 31, 2014 $ 3212 § 838.8 §$ 814.6 $ 56 $ 1,980.2
Common Stock Dividends (156.3) (156.3)
Net Income 184.7 184.7
Other Comprehensive Loss (1.0) (1.0)
TOTAL COMMON SHAREHOLDER’S

EQUITY - SEPTEMBER 30, 2015 $ 3212 $ 838.8 § 8430 $ 46 $ 2,007.6
TOTAL COMMON SHAREHOLDER’S

EQUITY - DECEMBER 31, 2015 $ 3212 S 8388 § 8223 § 43 $ 1,986.6
Common Stock Dividends (150.0) (150.0)
Net Income 244.7 2447
Other Comprehensive Loss (1.0) (1.0)
TOTAL COMMON SHAREHOLDER’S

EQUITY - SEPTEMBER 30, 2016 $ 3212 § 838.8 §$ 917.0 $ 33 $ 2,080.3

See Condensed Notes to Condensed Financial Statements of Registrants beginning on page 113.
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OHIO POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
ASSETS
September 30, 2016 and December 31, 2015
(in millions)

(Unaudited)
September 30, December 31,
2016 2015
CURRENT ASSETS

Cash and Cash Equivalents $ 40 $ 3.1
Restricted Cash for Securitized Funding 16.1 27.7
Advances to Affiliates 0.2 331.1
Accounts Receivable:

Customers 13.8 46.4

Affiliated Companies 54.1 64.3

Accrued Unbilled Revenues 35.1 1.4

Miscellaneous 0.7 0.4

Allowance for Uncollectible Accounts (0.2) (0.2)

Total Accounts Receivable 103.5 112.3
Materials and Supplies 48.8 61.5
Emission Allowances 18.3 24.6
Accrued Tax Benefits 11.5 1.8
Prepayments and Other Current Assets 16.3 11.1
TOTAL CURRENT ASSETS 218.7 573.2
PROPERTY, PLANT AND EQUIPMENT

Electric:

Transmission 2,287.3 2,235.6

Distribution 4,401.7 4,287.7
Other Property, Plant and Equipment 436.7 408.2
Construction Work in Progress 194.1 171.9
Total Property, Plant and Equipment 7,319.8 7,103.4
Accumulated Depreciation and Amortization 2,107.1 2,048.7
TOTAL PROPERTY, PLANT AND EQUIPMENT — NET 5,212.7 5,054.7

OTHER NONCURRENT ASSETS

Notes Receivable — Affiliated 323 323
Regulatory Assets 1,016.4 1,113.0
Securitized Assets 68.0 85.9
Long-term Risk Management Assets — 19.2
Deferred Charges and Other Noncurrent Assets 116.0 259.6
TOTAL OTHER NONCURRENT ASSETS 1,232.7 1,510.0
TOTAL ASSETS $ 6,664.1 $ 7.137.9

See Condensed Notes to Condensed Financial Statements of Registrants beginning on page 113.
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OHIO POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
LIABILITIES AND COMMON SHAREHOLDER’S EQUITY
September 30, 2016 and December 31, 2015
(dollars in millions)

(Unaudited)
September 30, December 31,
2016 2015
CURRENT LIABILITIES
Accounts Payable:

General $ 1529 § 156.4

Affiliated Companies 90.9 88.7
Long-term Debt Due Within One Year — Nonaffiliated

(September 30, 2016 and December 31, 2015 Amounts Include $46.3 and $45.9,

Respectively, Related to Ohio Phase-in-Recovery Funding) 46.4 395.9
Risk Management Liabilities 5.6 3.6
Customer Deposits 71.2 65.4
Accrued Taxes 246.6 528.3
Accrued Interest 38.4 33.0
Other Current Liabilities 87.0 154.3
TOTAL CURRENT LIABILITIES 739.0 1,425.6

NONCURRENT LIABILITIES
Long-term Debt — Nonaffiliated

(September 30, 2016 and December 31, 2015 Amounts Include $93.7 and $139.4,

Respectively, Related to Ohio Phase-in-Recovery Funding) 1,717.0 1,761.8
Long-term Risk Management Liabilities 103.5 —
Deferred Income Taxes 1,414.0 1,383.2
Regulatory Liabilities and Deferred Investment Tax Credits 555.7 514.2
Employee Benefits and Pension Obligations 27.7 35.8
Deferred Credits and Other Noncurrent Liabilities 26.9 30.7
TOTAL NONCURRENT LIABILITIES 3,844.8 3,725.7
TOTAL LIABILITIES 4,583.8 5,151.3
Rate Matters (Note 4)

Commitments and Contingencies (Note 5)
COMMON SHAREHOLDER’S EQUITY
Common Stock — No Par Value:

Authorized — 40,000,000 Shares

Outstanding — 27,952,473 Shares 321.2 321.2
Paid-in Capital 838.8 838.8
Retained Earnings 917.0 822.3
Accumulated Other Comprehensive Income (Loss) 3.3 4.3
TOTAL COMMON SHAREHOLDER’S EQUITY 2,080.3 1,986.6
TOTAL LIABILITIES AND COMMON SHAREHOLDER’S EQUITY $ 6,664.1 $ 7,137.9

See Condensed Notes to Condensed Financial Statements of Registrants beginning on page 113.
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OHIO POWER COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Nine Months Ended September 30, 2016 and 2015
(in millions)

(Unaudited)
Nine Months Ended September 30,
2016 2015
OPERATING ACTIVITIES
Net Income $ 2447 184.7
Adjustments to Reconcile Net Income to Net Cash Flows from Operating Activities:
Depreciation and Amortization 189.0 178.6
Amortization of Generation Deferrals 173.0 122.2
Deferred Income Taxes 28.6 28.1
Carrying Costs Income 4.0) (10.0)
Allowance for Equity Funds Used During Construction 3.7 (7.0)
Mark-to-Market of Risk Management Contracts 124.7 31.8
Pension Contributions to Qualified Plan Trust (7.1) 7.7)
Property Taxes 169.1 148.4
Purchased Electricity Over/Under-Recovery, Net (21.1) (15.7)
Deferral of Ohio Capacity Costs, Net — (30.7)
Change in Other Noncurrent Assets (124.9) 27.8
Change in Other Noncurrent Liabilities 17.2 323
Changes in Certain Components of Working Capital:
Accounts Receivable, Net 8.8 41.2
Materials and Supplies 0.5 (15.0)
Accounts Payable 2.0 (78.8)
Accrued Taxes, Net (291.1) (134.7)
Other Current Assets 4.5) 3.2)
Other Current Liabilities (26.9) 1.7
Net Cash Flows from Operating Activities 474.3 494.0
INVESTING ACTIVITIES
Construction Expenditures (276.4) (346.8)
Change in Restricted Cash for Securitized Funding 11.6 12.5
Change in Advances to Affiliates, Net 330.9 333
Proceeds from Notes Receivable — Affiliated — 86.0
Other Investing Activities 9.0 10.9
Net Cash Flows from (Used for) Investing Activities 75.1 (204.1)
FINANCING ACTIVITIES
Retirement of Long-term Debt — Nonaffiliated (395.9) (131.5)
Principal Payments for Capital Lease Obligations 3.1 2.9)
Dividends Paid on Common Stock (150.0) (156.3)
Other Financing Activities 0.5 1.2
Net Cash Flows Used for Financing Activities (548.5) (289.5)
Net Increase in Cash and Cash Equivalents 0.9 0.4
Cash and Cash Equivalents at Beginning of Period 3.1 2.9
Cash and Cash Equivalents at End of Period $ 4.0 33
SUPPLEMENTARY INFORMATION
Cash Paid for Interest, Net of Capitalized Amounts $ 78.2 79.0
Net Cash Paid for Income Taxes 178.0 24.1
Noncash Acquisitions Under Capital Leases 2.4 2.1
Construction Expenditures Included in Current Liabilities as of September 30, 30.0 30.2

See Condensed Notes to Condensed Financial Statements of Registrants beginning on page 113.
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EXHIBIT B
[Date]

Company Order and Officers’ Certificate
% Senior Notes, Series __, due 20

The Bank of New York Mellon Trust Company, N.A., as Trustee
2 North LaSalle Street
Chicago, Illinois 60602

Ladies and Gentlemen:

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 The
Bank of New York Mellon Trust Company, N.A., as trustee (the “Trustee”), and the Board
Resolutions dated , a copy of which certified by the Secretary or an Assistant
Secretary of the Company 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 % Senior Notes, Series ___, due 20 (the “Notes”)
are hereby established. The Notes shall be in substantially the form attached hereto as
Exhibit 1.

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

(M the aggregate principal amount of Notes which may be authenticated and
delivered under the Indenture shall be limited to $  ,000,000, except as
contemplated in Section 2.01(i) of the Indenture and except that such principal
amount may be increased from time to time; all Series __ Notes need not be
issued at the same time and each such series may be reopened at any time, without
the consent of any securityholder, for issuance of additional Notes, which Notes
will have the same interest rate, maturity and other terms as those initially issued
(other than the date of issuance, the issue price and, in some circumstances, the
initial interest accrual date and the initial interest payment date);

(i)  the date on which the principal of the Notes shall be payable shall be
, 20

(iii)  interest shall accrue from the date of authentication of the Notes; the
Interest Payment Dates on which such interest will be payable shall be
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and , and the Regular Record Date for the
determination of holders to whom interest is payable on any such Interest
Payment Date shall be the fifteenth day prior to the relevant Interest Payment
Date; provided that the first Interest Payment Date shall be
20 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 % per
annum;

(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 thirty 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 (i) 100% of the principal amount 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 any 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 __ basis points, plus, in each case,
accrued interest thereon to the date of redemption.

“Comparable Treasury Issue” means the United States Treasury security
selected by an Independent Investment Banker as having a maturity comparable
to the remaining term (“remaining life””) of the applicable series 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 life of the applicable series 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 highest and lowest of such Reference Treasury Dealer
Quotations, or (2) if the Company obtains fewer than four of 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 notified by the Company to the Trustee.

“Reference Treasury Dealer” means a primary U.S. Government securities
dealer or dealers selected by the Company and notified by the Company to the
Trustee.

“Reference Treasury Dealer Quotations” means, with respect to each
Reference Treasury Dealer and any redemption date, the average, as determined
by the Company and notified to the Trustee, of the bid and asked prices for the
Comparable Treasury Issue (expressed in each case as a percentage of its
principal amount) quoted in writing to the Company and the Trustee by such

2
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Reference Treasury Dealer at or before 3:30 p.m., New York City time, on the
third Business Day preceding such redemption date.

“Treasury Rate” means, with respect to any redemption, the rate per

annum equal to the semiannual equivalent yield to maturity of the Comparable
Treasury Issue, calculated using 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.
(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 transfer and exchange of Global Notes shall be as set forth in the
form of Note attached hereto;

(vii)  the title of the Notes shall be * % Senior Notes, Series __ , due
20_15;

(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 Periodic Offering;

(xi)  notapplicable;

(xii)  not applicable;

(xiii) not applicable;

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

(xv)  not applicable;
(xvi) the Notes shall not be issued as Discount Securities;
(xvii) not applicable;
(xviii) not applicable; and
(xix)  Limitations on Liens:
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

3
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indebtedness for borrowed money (“Secured Debt”), without providing that such
Notes will be similarly secured. This restriction does not apply to the Company’s
subsidiaries, nor will it prevent any of them from creating or permitting to exist
Liens on their property or assets to secure any Secured Debt. In addition, this
restriction does not prevent the creation or existence of:

e 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 construction cost
thereof, including the extension of any Liens to repairs, renewals,
replacements  substitutions, betterments, additions, extensions and
improvements then or thereafter made on the property subject thereto;

e Financing of the Company’s accounts receivable for electric service;

e Any extensions, renewals or replacements (or successive extensions, renewals
or replacements), in whole or in part, of liens permitted by the foregoing
clauses; and

e 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 to 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 Tangible Assets” means the total of all assets (including revaluations
thereof as a result of commercial appraisals, price level restatement or otherwise)
appearing on the Company’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 liabilities
of its subsidiaries.

This restriction also will not apply to or prevent the creation or existence
of leases (operating or capital) made, or existing on property acquired, in the
ordinary course of business.

(xx)  Certain Tax Information.

In order to comply with applicable tax laws (inclusive of rules, regulations
and interpretations promulgated by competent authorities) related to the
Indenture, this Company Order and Officers’ Certificate and the Series __ Notes
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in effect from time to time (“Applicable Law”) that a foreign financial institution,
issuer, trustee, paying agent or other party is or has agreed to be subject to, the
Company agrees (i) to provide to the Trustee sufficient information about the
parties and/or transactions (including any modification to the terms of such
transactions) so the Trustee can determine whether it has tax related obligations
under Applicable Law and (ii) that the Trustee shall be entitled to make any
withholding or deduction from payments to the extent necessary to comply with
Applicable Law for which the Trustee shall not have any liability.

3. You are hereby requested to authenticate $ _,000,000 aggregate principal
amount of % Senior Notes, Series __, due 20, executed by the Company and
delivered to you concurrently with this Company Order and Officers’ Certificate, in the
manner provided by the Indenture.

4. You are hereby requested to hold the Notes as custodian for DTC in
accordance with the Blanket Issuer Letter of Representations dated July 9, 2003, from the
Company to 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 and , the Assistant
Treasurer and Assistant Secretary, respectively, of the Company do hereby certify that:

0] The form and terms of the Notes have been established in conformity with
the provisions of the Indenture;

(i)  we have read 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;

(iii)  we have read the Board Resolutions of the Company and the Opinion of
Counsel referred to above;

(iv)  we have conferred with other officers of the Company, have examined such
records of the Company and have made such other investigation as we deemed
relevant for purposes of this certificate;

(v) in our opinion, we have made such examination or investigation as is
necessary to enable us to express an informed opinion as to whether or not such
conditions have been complied with; and

(vi)  on the basis of the foregoing, we are of the opinion that all conditions
precedent provided for in the Indenture 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 attached hereto.

Very truly yours,

OHIO POWER COMPANY

By:

Renee V. Hawkins
Assistant Treasurer

And:
Thomas G. Berkemeyer
Assistant Secretary

Acknowledged by Trustee:

By:

Authorized 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 name as is requested by an authorized 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 Depository or to a successor Depository or to a nominee of such
successor Depository.

No. R1
OHIO POWER COMPANY
% Senior Notes, Series ___,due20
CUSIP: Original Issue Date:
Stated Maturity: Interest Rate: %

Principal Amount: $ ,000,000

Redeemable: Yes M No O
In Whole: Yes M No O
In Part: Yes M No O

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 successor
corporation under the Indenture hereinafter referred to), for value received, hereby promises to pay
to CEDE & CO. or registered assigns, the Principal Amount specified above on the Stated Maturity
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 and

in each year, commencing on , at the Interest Rate per annum specified
above, until the Principal Amount shall have been paid or duly provided for. Interest 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 Interest Payment
Date, as provided in the Indenture, as hereinafter defined, shall be paid to the Person in whose name
this Note (or one or more Predecessor Securities) 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 fifteenth
day (whether or not a Business Day) prior to such Interest Payment Date, provided that interest
payable on the Stated Maturity or any redemption date shall be paid to the Person to whom principal
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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 Maturity is not a Business Day,
then payment of the amounts due on this Note on such date will be made on the next succeeding
Business Day, and no interest shall accrue on such amounts for the period from and after 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 authorized series of Notes of the Company (herein 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 Indenture dated as of September 1, 1997 duly executed and delivered
between the Company and The Bank of New York Mellon Trust Company, N.A., a corporation
organized and existing under the laws of the State of New York, as Trustee (herein referred to as the
“Trustee™) (such Indenture, as originally executed and delivered and as thereafter supplemented and
amended being hereinafter referred to as the “Indenture”), to which Indenture and all indentures
supplemental thereto or Company Orders reference is hereby made for a description of the rights,
limitations of rights, obligations, duties and immunities thereunder 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 maturity, rate of interest 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 to the greater of (i) 100% of the
principal amount 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 any 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 20 basis points,
plus, in each case, accrued interest thereon to the date of redemption.

“Treasury Rate” means, with respect to any redemption date, the rate per
annum equal to the semi-annual equivalent yield to maturity 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.

“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 would be utilized, at the
time of selection and in accordance with customary financial practice, in
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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 highest 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 securities
dealer in New York City selected by the Company and reasonably acceptable
to the Trustee.

“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 as a percentage of its principal amount) quoted in
writing to the Trustee by such Reference Treasury Dealer at or before 3:30
p.m., 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, a new Note or Notes of this series, of
like tenor, for the unredeemed 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 Indenture, shall have occurred and be
continuing, the principal of all of the Notes 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 any time of the entire indebtedness of
this Note upon compliance by the Company with certain conditions set forth therein.

As described in the Company Order and Officers’ Certificate, so 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 Trustee, with the
consent of the Holders of not less than a majority in aggregate principal amount of the Notes of each
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series affected at the time outstanding, as defined in the Indenture, to execute 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 pursuant to the
Indenture, without the consent of the holder of each Note then outstanding and affected; (ii) 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 default 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 to the Indenture with respect to such series, and its consequences, except a default in the
payment of the principal 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
registration of transfer or otherwise), irrespective of whether or not any notation of such consent or
waiver is made upon this Note.

No reference herein to the Indenture and no provision of this Note or of the Indenture shall
alter or impair the obligation of the Company, which is absolute and unconditional, to pay the
principal of and premium, if any, and interest 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 attorney duly authorized in writing, and thereupon one or more new Notes of authorized
denominations and for the same aggregate principal amount and series 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 governmental charge
payable in relation thereto.

Prior to due presentment for registration of transfer of this Note, the Company, the Trustee,
any paying agent and any Security Registrar may deem and treat the registered Holder hereof as the
absolute 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 Security Registrar) for the purpose of
receiving payment of or on account of the principal hereof and premium, if any, and interest due
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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 hereon, or otherwise in respect hereof, 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 hereof and as part of the consideration for the issuance
hereof, expressly waived and released.

The Notes of this series 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 certain 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
assigned to them in the Indenture.

This Note shall not be entitled to any benefit under the Indenture 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.

IN WITNESS WHEREOF, the Company has caused this Instrument to be executed.

OHIO POWER COMPANY

By:

Assistant Treasurer
Attest:

By:

Assistant Secretary
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CERTIFICATE OF AUTHENTICATION

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

Dated: ,

THE BANK OF NEW YORK MELLON TRUST COMPANY, N.A.

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

ASSIGNEE) the within Note and all rights thereunder, hereby

irrevocably constituting and appointing such person attorney to

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

power of substitution 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 York
Stock Exchange, Inc. Medallion Signature Program (“MSP”).
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b C

OHIO POWER COMPANY
AND

THE FIRST NATIONAI, RBANK OF CHICAGO,
as Trustee.

LR

SECOND SUPPLEMENTAL INDENTURE

Dated as of March 1, 1987
TO
INDENTURE

Dated as of October 1,. 1895

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



SECOND SUPPLEMENTAIL, INDENTURE, dated as of the 1st day of
March, 1897 (the "Second Supplemental Indenture®), between OHIO
POWER COMPANY, a corporation duly organized and existing under the
laws of the State of Ohio (hereinafter sometimes referred to as the
"Company"), and THE FIRST NATIONAL BANK OF CHICAGO, a natiomal
banking association organized and existing under the laws of ‘the
United States, as trustee (hereinafter sometimes referred to as the
"Trustee") under the Indenture dated as of October 1, 1985 between
the Company and the Trustee, as supplemented by a First
Supplemental Indenture dated October 1, 1995 (the "Indenture“) all
terms used and not defined herein are used -as defined in the

;ndenture

WHEREAS, the Company executed and delivered the Indenture to
the Trustee to provide for the future issuance of its junior
subordinated debentures (the "Debentures"), said Debentures to be
igsued from time to time in series as might be determined by the
Company under the Indenture, in an unlimited aggregate pr1nc1pal
amount which may be authenticated and delivered thereunder as in

the Indenture provided; and

WHEREAS, pursuant to the terms of the Indenture, the Company -
desires to prov1de for the establishment of a new series of its
Debentures to be known as its 7.92% 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 set forth as provided in the Indenture and

this Second Supplemental Indenture; and

WHEREAS, the Company desires and has requested the Trustee to
join with it in the execution and delivery of this Second
Supplemental Indenture, and all requirements necessary'to make this
Second Supplemental 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

respects duly authorized; -

NOW THEREFORE, in consideration of the purchase and acceptance
of the Series B Debentures by the holders thereof, 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:



ARTICLE ONE

General Terﬁs and Conditions of
the Series B Debentures

SECTION 1.01. There shall be and :is hereby authorized a
series 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 1in any written order of the Company for the
-authentication and delivery of Series B Debentures pursuant to
Section 2.01 of the Indenture,. The Series B Debentures shall
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

coupons.

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 a 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 the
Trustee to the Depository for crediting to the accounts of its
participants pursuant to the instructions 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
provided. Payments on the Series B Debentures issued as a Global
Debenture will be made to the Depository. The Depository for the
Series B Debentures shall be The Depository Trust Company, New

York, New York.

. SECTION 1.03. If, pursuant to the provisione 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
Seriesg B Debentures will be payable, the transfer of such Series B
Debentures will be registrable and-such Series B Debentures will be
exchangeable for Series B Debentures bearing identical 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 7.92% per annum from the original date of issuance
until the principal thereof becomes due and payable, and on any
overdue principal and (to the extent that payment of such interest
is 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) quarterly in arrears on each
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March 31, June 30, September 30 and December 31 (each, an "Interest
Payment Date"), commencing on March 31, 1997. Interest (other than
interest payable on redemption or maturity) shall be payable to the
person in whose name such Series B Debenture or any predecessor
Series B Debenture is registered at the close of business on the
regular record date for such interest installment. The regular
record date for such interest installment shall be the close of
business on the business day next preceding that Interest Payment
Date; except that if, pursuant to the provisions of Section 2.11(c)
of the Indenture, the Series B Debéntures are no longer represented
by a Global Debenture, the regular record date for such interest
installment shall be the close of buginess 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
to the person in whose name the Series B Debenture (or one or more
Predecessor Debentures) is registered at the close of business on
a special record date to be fixed by the Trustee for the payment of-
such defdulted 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 as may be required 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 year 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
business day (and without any interest or other payment in respect
of any such delay), except that, if such business day.is in the
next succeeding calendar year, such payment shall be made on- the
immediately preceding business day, in each case 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’ notice. If the
Series B Debentures are only partially redeemed pursuant to this
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Section, the Debentures will be redeemed pro rata or by lot or by
any othér method utilized by the Trustee; provided, that if at the
time of .redemption, the Series B Debentures are registered as a
Global Debenture, the Depository shall determine Dby. lot the
principal amount of such Series B Debentures held by each Series B

Debentureholder to be redeemed.

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 Debentures, from time to time to
extend the interest payment period of such Series B Debentures for
up to 20 comnsecutive quarters (the "Extended Interest Payment
period"), at the end of which period the Company shall pay all
interest accrued and unpaid thereon (together with interest thereon
compounded gquarterly at the rate specified for the Series B
Debentures to the extent permitted by applicable law); provided
that, during such Extended Interest Payment Period, the Company
shall not declare or pay any dividend on, or purchase, acquire or
make a liguidation payment with respect to, any of ite capital
stock or make any guarantee payments with respect to the foregoing.'
Prior to the termination of any such Extended Interest Payment
Period, the Company may further extend such period, 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 Series B Debentures. TUpon the termination of
any Extended Interest Payment Period and upon the.payment of all
accrued and unpaid interest them due, the Company may select a new
Extended Interest Payment Period, subject to the foregoing
requirements. No interest shall be due and payable during an
Extended Interest Payment Period, except at the end thereof.

SECTION 3.02. (a) - The Company shall give the holders of the
Series B Debentures and the Trustee written notice of its selection
of such Extended Interest Payment Period at least 10 business days
prior to the earlier of (i) the next succeeding Interest Payment
Date or (ii) the date the Company is required to give notice to
holders of the Series B Debentures (oxr, if applicable, to the New
York Stock Exchange or other applicable self-regulatory
organization), of the record or payment date of such interest
‘payment, but in any event not less than two business days prior to

such record date.

*(b) The quarter in which any notice is given pursuant to
paragraph (a) of this Section shall constitute ome of the 20
quarters which comprise the maximum Extended Interest Payment

Period.
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ARTICLE FOUR

Form of Series B Debenture

SECTION 4.01. The Series. B Debentures and the Trustee’s
Certificate of Authentication to be endorsed thereon are to be
substantially in the form of Exhibit A hereto.

ARTICLE FIVE

Original Issue of Series B Debentures

SECTION 5.01. Series B Debentures in the aggregate principal
amount of $50,000,000 may, upon execution of this Second
Supplemental Indenture, or from time to time thereafter, be
executed by the Company w=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, br any
Vice President and its Treasurer or an Assistant Treasurexr, without

any further action by the Company.

ARTICLE SIX

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 respect 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 given
notice of its selection of an Extended Interest Payment Period and

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

ARTICLE SEVEN

Miscellaneous Provisions

SECTION 7.01.. Except as otherwise expressly provided in this
Second Supplemental Indenture or in the form of Series B Debeénture
or otherwise clearly required by the context hereof or thereof, all
terms used herein or in said form of Series B Debenture that are
defined in the Indenture shall have the several meanings

respectively assigned to them thereby.



The Tndenture, as supplemented by this Second
is in all respects ratified and confirmed,
ure shall be deemed part of the
he extent herein and therein

SECTION 7.02.
Supplemental Indenture,
and this Second Supplemental Indent
Tndenture in the manner and to t

provided.

GECTION 7.03. The recitals herein contained are made by the
Company and not Dby the Trustee, and the Trustee assumes no
responsibility for the correctness thereof. The Trustee makes no
representation as to the validity or gufficiency. of this Second

Supplemental Indenture.

This Second Supplemental Indenture may be
rparts each of which shall be an
hall together comstitute but one

) SECTION 7.04.
executed in any number of counte

original; but such counterparts s
and the same instrument.

TN WITNESS WHEREOF, the parties hereto have caused this Second

Supplemental Indenture to be duly executed, and their respective
d attested, on the date or

corporate seals to be hereunto affixed an
dates indicated in the acknowledgments and as of the day and year

first above written.
OHIO POWER COMPANY

A~

/ Treasurer

By

Attest:

By

istant Secretary

THE FIRST NATIbNAL BANK OF CHICAGO
Trustee

o (JMalX,

Vide President

Attest:

/?yéhorized‘gfficer _




State-of OChio I

County of Franklin, ' ES:

On this 14th day of March, 1997, personally appeared before
me, a Notary Public within and for gdid. 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 OHIO

POWER COMPANY, one of the corporations named in and which executed

the foregoing instrument, who severally acknowledged that they did
gign and seal said instrument as such Treasurer and Assistant

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

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

Tn Witness Whereof, I have hereunto set my hand and notarial
seal this 14th day of March, 18537.

[Notarial Seal]

T nsy? T L ng
Name: MARY M. SOLTESY
Notary Public, State of Ohio
My Commission Expires 7-12-30




State of FLt/Aou
County of (oo SE

Be it remembered, 'that on this /37}[ day of March, 1897,
"personally appeared before me the undersigned, a Notary Public
within and for said County and State, THE FIRST NATIONAL BANK OF
CHICAGO, one of the corporations named in and which executed the

foregoing instrumen Richard D. Manella, one of its Vice
Presidents, and by tG-ra&YA, t%lgﬁa , one of its 2uthorized Officers,

to me known and known by me to be such Vice President and
Authorized Officer, respectively, who severally duly acknowledged
the signing and sealing of the foregoing instrument to be their
free act and voluntary deed, and the free act and voluntary deed of
peach of them as such Vice President and Authorized Officer,
respectively, and the free act and voluntary deed of said
corporation, for the uses and purposes therein expressed and

mentioned.

Tn Witness Whereof, I have hereunto set my hand and notarial
seal this /27? day of March, 1837.

[Notarial Seal]

e:
Notary Public, State of

My Commission Expires

Vv e e EAAANVA
OFFICIAL SEAL
MARIA C BIRRUETA

NOTARY PUBLIC, STATE OF ILLINOIS
MY COMMISSION E¥PIRES: 11/13/00

XMQM"A{\"‘:‘."J VAR,




Exhibit A

(FORM OF FACE OF DEBENTURE)

NTURE IS TO BE A GLOBAL DEBENTURE, INSERT

- This Debenture is a Global Debenture within the meaning of the
Tndenture hereinafter referred to and is registered in the name of
a Depository or a nominee of a Depository. This Debenture is
exchangeable for Debentures registered in the name of a person
other than the Depository or itg nominee only in the limited
circumstances described in the Indenture, and Do transfer of this
Debenture (other than a transfer of this Debenture as a whole by
the Depository to a nominee of the Depository or by a nominee of
the Depository to the Depository or another nominee of the
Depository) may be registered except in limited circumstances.

[IF THE SERIES B DEBE

presented by an authorized

representative of The Depository Trust Company, 2 New York

corporation ("DTC"), to the issuer or its agent for registration of
and any Debenture issued is

transfer, exchange or payment,

registered in the name of Cede & Co. or in such other name as is

requested by an authorized representative of DTC and any.payment
or to such other entity as is

hereonh is made to Cede & Co., ;
requested by an authorized representative ©6f DTC, ANY TRANSFER,
PLEDGE OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO.ANY

"PERSON IS WRONGFUL imasmuch as the registered owner hereof, Cede &
Co., has an interest herein.] :

Unless this Debenture is

No. $50, 000, 000

CUSIP No.

~OHIO POWER COMFANY

7.92% JUNIOR SUBORDINATED
DEFERRABLE INTEREST DEBENTURE,
SERIES B, DUE 2027

a corporation duly organized and existing

‘under the laws of the State of Ohio (herein referred to as the
"Company", which term includes any successor corporation under the

Tndenture hereinafter referred to), for value received, hereby
or registered assigns, the

promiges to pay to .
] Doliars od March 31, 2027, and to

principal sum of :
pay interest on said principal sum from March 18, 19397 or from the
(each such date,. an "Interest

most recent interest payment date
nterest has been paid or duly provided

pPayment Date") to which i
deferral as set forth herein) in arrears

for, quarterly (subject to
on each March 31, June 30, September 30 and December 31 commencing

OHIO POWER COMPANY,

A-1



March 31, 1997 at the rate of 7.92% per annum until the principal
hereof shall have become due and payable, and on any overdue
principal and premium, if any, and (without duplication- and to the
extent that payment of 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.
Tn the event that any date on which interest is payable on this
Debenture is not a business day, then payment of interest payable
on eguch date will be made on the next succeeding day which is a
business day (and without any interest or other payment in respect
of any such delay), except that, if such' business day is in the
next succeeding calendar year, such payment shall be made on the
immediately preceding business day, in each case with the same
force and effect as if made on such date. The interest installment
so 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 Debenture (or one or more Predecessor
Debentures, as defined in said Indenture) is registered at the
close of business on the regular record date fer such interest
{nstallment, [which shall be the close of business on the business
day next preceding such Interest Payment Date.] [IF PURSUANT TO
THE PROVISIONS OF SECTION 2.11(C) OF THE INDENTURE THE SERIES B
DEBENTURES ARE NO LONGER REPRESENTED BY A GLOBAL DEBENTURE -- which
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
such Interest Payment Date.] Interest payable on redemption or

maturity shall be payable to the person to whom the principal is

paid. 2Any 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 to the person
in whose name this Debenture (or omne or more Predecessor
Debentures) is registered 'at the close of business on 2 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 this series of Debentures not less than 10 days prior to
gsuch 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 agency 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 to the prior payment
in full of all Senior Indebtedness, as defined in the Indenture,
and this Debenture is issued subject to the provisions of the
Tndenture with respect 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 appropriate to
acknowledge or effectuate the subordination.so provided and (c)
appoints the Trustee his or her attorney-in-fact for any and all’
such purposes. .Each Holder hereof, by his or her acceptance
hereof, hereby waives'  all notice of the acceptance of the
subordination provisions contained herein and in the Indenture by
each holder of Senior Indebtedness, whether now outstanding or
hereafter incurred, and waives reliante by each such holder upon

said provisions. '
This Debenture shall not be entitled to any benefit under the

Tndenture 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.

Unlesg the Certificate of Authentication hereon has been

executed by the Trustee or a duly appointed Authentication Agent
referred to on the reversé side hereof, this Debenture shall not be

entitled to any benefit under the Indenture or be valid or
obligatory for any purpose.

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

TN WITNESS WHEREOF, the Company hds caused this Instrument to
be executed. :

Dated: March 18, 1597

OHIO POWER COMPANY

By

Attest:

By



(FORM OF CERTIFICATE OF AUTHENTICATION)
CERTIFICATE OF AUTHENTICATION

_ This is one of the Debentures of the series of Debentures
described in the within-mentioned Indenture.

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

By.
Authorized Signa

(FORM OF REVERSE OF DEBENTURE)

This Debenture is one of a duly authorized series of
Debentures of the Company (herein sometimes referred to as the
"Debentures"), specified in the Indenture, all issued or to he
issued in one or more series under and pursuant to an Indenture
dated as of October 1, 1995 duly executed and delivered between 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 (herein referred "to as the "Trustee'), as
supplemented . by the First Supplemental Indenture dated as of
October 1, 1955 and the Second Supplemental Indenture dated as of
March 1, 1997 between the Company and the Trustee (said Indenture
as so 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,
limitations of rights, obligations, 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 respects as in the Indenture

This series of Debentures is limited in aggregate

provided.
in said BSecond Supplemental

principal amount as specified
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 whole or in part at
any time on or after March 18, 2002 (an "Optional Redemption"), at
a redemption price equal to 100% of the principal amount plus any
accrued but unpaid interest to the date of such redemption (the
"Optional Réedempticn Price"). Any redemption pursuant to this
paragraph will be made upon not less than 30 nor more than 60 days’
notice, at the Optional Redemption Price. If the Debentures are
only partially redeemed by the Company pursuant to an Optional
Redemption, the Debentures will be redeemed pro rata or by lot or

A-4



by any othér method utilized by the Trustee; provided that if 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 held by each Debentureholder to be

redeemed.

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 cage: an Event of Default, as defined in the Indenture,
shall 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 any time
of the entire indebtedness of this Debenture upon compliance by the
Company with certain conditions set forth therein. :

) The Indenture contains provisions permitting the Company and
the Trustee, with the comsent of the Holders of not less than a
majority in aggregate principal amount of the Debentures of each
geries affected at the time outstanding, as defined imn the
Indenture, to execute 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 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 payable upon the redemption 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 consent to any such supplemental indenture, without the
consent of the holders of each Debenture then outstanding 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, on behalf of the Holders of the Debentures of such series,
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 series, 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 series. Any such '
consent or waiver by the registered Holder of this Debenture
(unless 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 registration of transfer or

A-5



otherwise), irrespective of whether or not any notation of such
consent or waiver is made upon this Debenture.

No reference herein to the Indenture and no provision of this
Debenture of of the Indenture shall alter or impair the obligation
of the Company, which is absolute and unconditional, to pay the
principal of and premium, if any, and interest on this Debenture at’
the time and place and at the rate and in the money herein

prescribed.

The Company shall have' the right at any time during the term
of the Debentures, from time to time to extend the interest payment
period of such Debentures for up to. 20 consecutive quarters (the
"Extended Interest Payment Period"), at the end of which period the
Company shall pay all interest then accrued and umpaid (together
with interest thereon compounded gquarterly 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, acquire or make a liquidation
payment with respect to, any of its capital stock, or make any
gquarantee payments with respect thereto. Prior to the termination
of any such Extended Interest Payment Period, the Company may
further extend such Extended Interest Payment Period, 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 -termination of any such
Extended Interest Payment Period and upon the payment of all
accrued and unpaid interest and any additional amounts then due,
the Company may select a new Extended Interest Payment Period.

As provided in the Indenture and subject to certain
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 registration 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 Trustee duly executed by the registered
Holder hereof or his or her attormey duly authorized in writing,
and thereupon one or more new Debentures of authorized
denominations and for the same aggregate principal amount and
series 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 governmental 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 absolute owner hereof (whether or not this Debenture shall
be overdue and notwithstanding any notice of ownership or writing
hereon made by anyone other than the Debenture Registrar) for the
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purpose of receiving payment of or on account of the principal
hereof and premium, if any, and interest due hereon and for all
other purposes, and neither the Company nor the Trustee nor any
paying agent nor any Debenture Registrar shall be affécted by any

notice to the contrary.

No recourse shall be had for the payment of the principal of
or the interest on this Debenture, or for any claim based hereon,
or otherwise in respect hereof, or based on oOTr in respect of the
Indenture, against any incorporator, gtockholder, 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 hereof and as part of the consideration for the
issuance hereof, expressly waived and released.

[The Debentures of this series are izsuable only in registered -
form without coupons in denominations of $25 and any integral
multiple thereof.] [This Global Debenture is exchangeable for
Debentures ih definitive form only under certain limited
circumstances set forth in the Indenture. Debentures of this
series so issued "are issuable only in registered form without
. coupons in denominations of $25 and any integral multiple thereof.]
as provided in the Indenture and subject to certain limitations
[herein. and] therein set forth, Debentures of ‘this series [so

issued] are exchangeable for a like aggregate principal amount of

_Debentures of this series of a different authorized denomination,

‘az requested by the Holder surrendering the same.

211 terms used in this Debenture which are defined in the
Indenture shall have the meanings assigned to them in the

Indenture.



FOR VALUE RECEIVED, the undersigned hereby sell(s), agsign (s)
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

ASEIGNEE) the within Debenture and all rights thereunder, hereby

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:

NOTICE: The 51gnature to this assignment must correspond with the
name as written upon the face of the within Debenture 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 York Stock Exchange, Inc. Medallion Signature

Program ("MSP").
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